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A ruling has been requested concerning the application of certain provisions of the Gross 
Receipts and Compensating Tax Act to the following facts: 

 
X provides transmission or “wheeling” of electricity services to third parties over X’s 
transmission line. X’s main transmission system is part of and interconnected with a 
regional transmission system consisting of various utilities and other operators in 
fourteen western states and parts of Canada and Mexico. 
 
One of X’s transmission service customers, C, has entered into an agreement with Y 
under which C is required to sell electricity to Y and to deliver the electricity to Y at a 
metering point located outside of New Mexico. Y pays C a fee for the sale and delivery 
of electricity to a point outside of New Mexico. 
 
To fulfill its obligation to Y, C generates electricity at its wind powered electricity 
generating facility in New Mexico, and contracts with various transmission companies, 
including X, to transmit the electricity from the point of generation inside New Mexico to 
a delivery point outside New Mexico. 
 
X and C have entered into an agreement under which X accepts delivery of the electricity 
at a substation in New Mexico and instantaneously transmits equivalent amounts of 
electricity over its transmission line to the Four Corners substation located in New 
Mexico. C has also entered into an additional transmission service agreement with an out-
of-state transmission company to complete the transmission from the Four Corners 
substation in New Mexico to the delivery point outside New Mexico, Willow Beach, 
Arizona. The electricity is tracked through the use of technology which allows X and C to 
document the amount of electricity that is transmitted by X for C. 

 
X requests a ruling on whether X’s receipts from the transmission services that X provides wholly 

and solely in inside the state of New Mexico are deductible under Section 7-9-56(A) NMSA 1978. 
 

New Mexico’s gross receipts tax is imposed on the gross receipts of “any person engaging in 
business in New Mexico” (Section 7-9-4 NMSA 1978). “Engaging in business” is defined to mean 
“carrying on or causing to be carried on any activity with the purpose of direct or indirect benefit (Section 
7-9-3.3 NMSA 1978). 

 
“Gross receipts” is defined as the total amount of money or the value of other consideration 

received from selling property located in New Mexico, from leasing or licensing property employed in 
New Mexico, from granting a right to use a franchise employed in New Mexico, from selling services 
performed outside New Mexico the product of which is initially used in New Mexico or from performing 
services in New Mexico (Section 7-9-3.5 NMSA 1978). 

 
X is engaging in business in New Mexico and has receipts that meet the definition of gross 

receipts by performing services in New Mexico. Gross receipts are subject to gross receipts tax unless an 
exemption or deduction applies. 
Ruling 



 
X provides wheeling of electricity services to third parties over its transmission line. X’s receipts 

from wheeling the electricity in New Mexico are subject to gross receipts tax unless a specific deduction 
or exemption applies. 
  

Section 7-9-3(J) NMSA 1978 states: 
 
 “property” means real property, tangible personal property, licenses other than 
the licenses of copyrights, trademarks or patents and franchises. Tangible personal 
property includes electricity and manufactured homes.  

 
Section 7-9-56(A) NMSA 1978 states:  
 
 Receipts from transporting persons or property from one point to another in this 
state may be deducted from gross receipts when such persons or property, including any 
special or extra service reasonable necessary in connection therewith, is being transported 
in interstate or foreign commerce under a single contract.  
  
Regulation 3.2.214.8(A) NMAC states:  
 
 The deduction provided by Subsections A and B of Section 7-9-56 NMSA 1978 
apply to the receipts of persons who are not a party to a single contract for the 
transportation of property or persons in interstate commerce but who are selling such 
services to the person who is obligated to furnish the transportation in interstate 
commerce under the terms of the contract. 

  
 X is transmitting electricity produced by C from one point in New Mexico to another point in 
New Mexico. Since X’s contract with C to transmit the electricity is necessary for C to fulfill its 
obligation to Y under a separate contract (to sell and transport electricity from a point in New Mexico to a 
point outside New Mexico), the electricity is being transported in interstate commerce under a single 
contract. X’s receipts from transmitting the electricity for C are deductible pursuant to Section 7-9-56(A) 
NMSA 1978. 
 

 


