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LOCATION CODE FOR PROFESSIONAL SERVICES 

AND DIGITAL PRODUCT OR SERVICE 

 
This FYI discusses how to determine the gross receipts tax location code/rate to use for professional 

services. This document also defines what a “professional service” is. If you would like further information 

on what location code you should use for your sales see FYI-200, Your Business Location and The 

Appropriate Tax Rate. If you would like to get more information on gross receipts tax and what deductions 

or exemptions are available see FYI-105, Gross Receipts & Compensating Taxes – An Overview. 
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This information is as accurate as possible at the time of publication. Subsequent legislation, new state 

rulings and court decisions may affect its accuracy. For the latest information, please check the Taxation 

and Revenue Department’s web site at www.tax.newmexico.gov. 

http://www.tax.newmexico.gov/
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WHAT IS GROSS RECEIPTS TAX? 
 

The gross receipts tax is a tax on persons engaged in business in New Mexico for the privilege of doing 

business in New Mexico. The tax is imposed on the gross receipts of persons who: 

 

1. Sell property in New Mexico; 

⧫ Property includes real property; tangible personal property, including electricity and manufactured 

homes, licenses, including licenses of digital goods, (other than the licenses of copyrights, 

trademarks, or patents) and franchises. 

 

2. Perform services in New Mexico; 

⧫ Service includes construction activities and all construction materials that will become part of the 

construction project.  See below under “Engaging in business” for a fuller discussion of construction 

services. 

 

3. Lease or license property employed in New Mexico; 

 

4. Grant a right to use a franchise employed in New Mexico; or 

 

5. Receipts from services, other than research and development services, performed outside of New 

Mexico, the product of which is initially used in New Mexico, are also subject to the gross receipts tax, 

where the seller has nexus with New Mexico, or the compensating tax. 

 

ENGAGING IN BUSINESS 
 

“Engaging in business” means carrying on or causing to be carried on any activity with the purpose of 

direct or indirect benefit. For those that lack physical presence in New Mexico, including a marketplace 

provider, it means having at least $100,000 of taxable gross receipts from sales, leases and licenses of 

tangible personal property, sale of licenses and sales of services and licenses for use of real property 

sourced to New Mexico in the previous calendar year. Taxable gross receipts are only those gross 

receipts that are not otherwise exempt or deductible. Therefore, any person or business entity without 

physical presence in the state who had $100,000 or more of receipts that were not exempt or deductible 

in the previous calendar year is engaging in business in the state, and their receipts from sales sourced to 

the state are subject to gross receipts tax 

 

SERVICES 
 

Section 7-9-3 NMSA 1978 provides definitions for services as follows: 

 

7-9-3(Q). "service" means all activities engaged in for other persons for a consideration, which activities 

involve predominantly the performance of a service as distinguished from selling or leasing property. 

"Service" includes activities performed by a person for its members or shareholders. In determining what 

is a service, the intended use, principal objective or ultimate objective of the contracting parties shall not 

be controlling. "Service" includes construction activities and all tangible personal property that will become 

an ingredient or component part of a construction project. That tangible personal property retains its 

character as tangible personal property until it is installed as an ingredient or component part of a 

construction project in New Mexico. Sales of tangible personal property that will become an ingredient or 

component part of a construction project to persons engaged in the construction business are sales of 

tangible personal property; 

PROFESSIONAL SERVICES 
 

To be considered a professional service the service being performed must either require a license from 

the state of New Mexico to perform or require an advanced degree from an accredited post-secondary 

educational institution. “Advanced degree” means a master’s degree or better. The business location for 

professional services is the location where the services are performed, or where the seller of the product 
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of the services is located. The business location is the reporting location for the receipts and sets the 

location code which determines the tax rate.  

 

However, if professional services are performed “in person”, meaning those services are required to be 

done either upon property or a person at a location that is not the business location of the professional 

service provider, then the location where the product of the services is delivered provides the location 

code and rate for those receipts. 

 

For example, a hairdresser or a dentist cannot perform their services unless they are in the presence of 

the person that they are providing their service for. The correct reporting location/rate to use is the code 

for the location where the service is performed. See more about this in the next section “In-person 

services” 

 

7-1-14  F. The business location for gross receipts from the performance or sale of the following services, 

and any related deductions, shall be at the following locations:  

(1) for professional services performed in New Mexico, other than construction-related services, 

or performed outside New Mexico when the product of the service is initially used in New Mexico, the 

location of the performer of the service or seller of the product of the service, as appropriate;  

(2) for construction services and construction-related services performed for a construction 

project in New Mexico, the location of the construction site;  

(3) for services with respect to the selling of real estate located in New Mexico, the location of the 

real estate;  

(4) for transportation of persons or property in, into or from New Mexico, the location where the 

person or property enters the vehicle; and  

(5) for services other than those described in Paragraphs (1) through (4) of this subsection, the 

location where the product of the service is delivered. 

 

IN PERSON SERVICES 
 

The term “in-person service” means a service physically provided in person by the service provider, 

where the customer or the customer's real or tangible personal property upon which the service is 

performed is in the same location as the service provider at the time the service is performed. If the 

service is not generally provided, or does not generally need to be provided, physically in the presence of 

or upon the customer or upon the customer’s property, it is not an “in-person service” simply because it 

may be or sometimes is performed in the presence of the customer or at the location of the customer’s 

property. Regulation 3.1.4.13(1) NMAC following examples provide guidance on what the Department 

sees as an in-person service vs those not seen to be in-person. 

 

(a) Examples of services that will generally be treated as in-person services include, but are not 

limited to:  

(i) Services provided by healthcare workers that are generally performed or 

required to be performed on or in the presence of the patient.  

(ii) Mental health services, unless the provider generally provides the particular 

service either only in-person, or with limited exceptions.  

(iii) Services provided by athletic trainers or physical therapists for clients.  

(iv) Services provided by barbers and cosmetologists.  

(v) Home healthcare services.  

(b) Examples of services that will generally not be treated as in-person services include, but are 

not limited to:  

(i) Architectural and engineering services. Note, however, that when performed 

as part of or billed to a construction project, these services are considered “construction-

related services” rather than professional services pursuant to Subsection C of Section 7-

9-3.4 NMSA 1978, and the reporting location for gross receipts from these services is the 

construction site per Paragraph (2) of Subsection F of Section 7-1-14 NMSA 1978.  

(ii) Legal services.  

(iii) Accounting, auditing, and tax preparation services.  

(iv) Real estate appraisal services. 
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DIGITAL PRODUCTS 
 

The sale of digital products over the internet to an individual that uses that product in New Mexico is a 

taxable sale. A sale of a digital product is considered the sale of a license to use property and is not 

considered a service. A digital product includes any product that is delivered electronically. This includes 

pre-recorded classes. 

Section 7-9-3 NMSA 1978 provides definitions in the Gross Receipts and Compensating Tax Act for 

digital goods and property as follows: 

C. "digital good" means a digital product delivered electronically, including software, music, photography, 

video, reading material, an application and a ringtone; 

 

N. "property" means: (1) real property; (2) tangible personal property, including electricity and 

manufactured homes; (3) licenses, including licenses of digital goods, but not including the licenses of 

copyrights, trademarks or patents; and (4) franchises; 

 

F. "lease" or "leasing" means an arrangement whereby, for a consideration, the owner of property grants 

another person the exclusive right to possess and use the property for a definite term;  

 

G. "licensing" or "license" means an arrangement whereby, for a consideration, the owner of property 

grants another person a revocable, non-exclusive right to use the property; 

 

Regulation 3.2.1.7 NMAC: 

 

D. Digital good: A “digital good” means a digital product delivered electronically, including software, 

music, photography, video, reading material, an application and a ringtone. A digital good generally takes 

the form of a license to use and which property is stored, conveyed, and used in a digital or electronic 

format. Digital goods are generally intangible property for purposes of the Gross Receipts and 

Compensating Tax Act. 

 

PROFESSIONAL DIGITAL SERVICE 
 

Services performed in New Mexico or online where the user is located in New Mexico are subject to gross 

receipts tax. Professional digital services include classes or services that are not required to be 

performed in person that are done through online internet platforms such as video conferences. These 

services don’t require the performer of the person to be physically located in the same location as the 

buyer of the service. As these services are not performed in person the correct location code/rate to use 

would be the location of the seller or the performer of the service.  

 

For example, X is having a video conference with a client and charging for this meeting. X is located in 

Albuquerque and their client is located in Santa Fe. X is performing a professional service. X will use the 

location code/rate of where X is located. 
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TAXPAYER INFORMATION  
 

General Information. FYIs and Bulletins present general information with minimum technical language. 

All FYIs and Bulletins are free of charge and available through all local tax offices and on the Taxation 

and Revenue Department’s website at http://www.tax.newmexico.gov/forms-publications.aspx  

 

Regulations. The Department establishes regulations to interpret and exemplify the various tax acts it 

administers. Current statutes with regulations can be located on the Departments website for free at 

http://www.tax.newmexico.gov/statutes-with-regulations.aspx. Specific regulations are also available at 

the State Records Center and Archives or on its web page at http://www.srca.nm.gov/ 

 

The Taxation and Revenue Department regulation book is available for purchase from the New Mexico 

Compilation Commission. Order regulation books directly from the New Mexico Compilation Commission 

at https://www.nmcompcomm.us/ 

 

Rulings. Rulings signed by the Secretary and approved by the Attorney General are written statements 

that apply to one or a small number of taxpayers. A taxpayer may request a ruling (at no charge) to clarify 

its tax liability or responsibility under specific circumstances. The Department will not issue a ruling to a 

taxpayer who is undergoing an audit, who has an outstanding assessment, or who is involved in a protest 

or litigation with the Department over the subject matter of the request. The Department’s rulings are 

compiled and available on free of charge at http://www.tax.newmexico.gov/rulings.aspx. 

 

The request for a ruling must be in writing, include accurate taxpayer identification and the details about 

the taxpayer’s situation, and be addressed to the Secretary of the Taxation and Revenue Department at 

P.O. Box 630, Santa Fe, NM 87504-0630. The taxpayer’s representative, such as an accountant or 

attorney, may request a ruling on behalf of the taxpayer but must disclose the name of the taxpayer. 

While the Department is not required to issue a ruling when requested to do so, every request is carefully 

considered. 

 

The Secretary may modify or withdraw any previously issued ruling and is required to withdraw or modify 

any ruling when subsequent legislation, regulations, final court decisions or other rulings invalidate a 

ruling or portions of a ruling.  

 

Public Decisions & Orders. All public decisions and orders issued since July 1994 are compiled and 

available on the Department’s web page free of charge at http://www.tax.newmexico.gov/tax-decisions-

orders.aspx. 

 

 

 

 

 

 

 

 

 

This publication provides general information. It does not constitute a regulation, ruling, or decision issued 

by the Secretary of the New Mexico Taxation and Revenue Department. The Department is legally bound 

only by a regulation or a ruling [7-1-60, New Mexico Statutes Annotated, 1978]. In the event of a conflict 

between FYI and statute, regulation, case law or policy, the information in FYIs is overridden by statutes, 

regulations and case law. Taxpayers and preparers are responsible for being aware of New Mexico tax 

laws and rules. Consult the Department directly if you have questions or concerns about information 

provided in this FYI. 

http://www.tax.newmexico.gov/forms-publications.aspx
http://www.tax.newmexico.gov/statutes-with-regulations.aspx
http://www.srca.nm.gov/
https://www.nmcompcomm.us/
http://www.tax.newmexico.gov/rulings.aspx
http://www.tax.newmexico.gov/tax-decisions-orders.aspx
http://www.tax.newmexico.gov/tax-decisions-orders.aspx
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FOR FURTHER ASSISTANCE  
 

 

Tax District Field Offices and the Department’s 

call center can provide full service and general 

information about the Department's taxes, 

taxpayer access point, programs, classes, and 

forms. Information specific to your filing 

situation, payment plans and delinquent 

accounts. 

 

TAX DISTRICT FIELD OFFICES 

 

ALBUQUERQUE 

10500 Copper Pointe Avenue NE 

Albuquerque, NM 87123 

 

SANTA FE 

Manuel Lujan Sr. Bldg. 

1200 S. St. Francis Dr. 

Santa Fe, NM 87504 

 

FARMINGTON 

3501 E. Main St., Suite N 

Farmington, NM 87499 

 

LAS CRUCES 

2540 S. El Paseo Bldg. #2 

Las Cruces, NM 88004 

 

ROSWELL 

400 Pennsylvania Ave., Suite 200 

Roswell, NM 8820 

For forms and instructions visit the Department’s 

web site at http://www.tax.newmexico.gov 

 

Call Center Number: 

1-866-285-2996 

 

If faxing something to a tax district field 

office, please fax to: 

 

Call Center Fax Number: 

1-505-841-6327 

 

If mailing information to a tax district field 

office, please mail to: 

 

Taxation and Revenue Department 

P.O. Box 8485 

Albuquerque, NM 87198-8485 

 

 

For additional contact information please visit the 

Department’s website at 

http://www.tax.newmexico.gov/contact-us.aspx 

 

 

 

 

 

 

 

 

 

 

 

 

 

This information is as accurate as possible as of the date specified on the publication. Subsequent legislation, new state 

regulations and case law may affect its accuracy. For the latest information please check the Taxation and Revenue 

Department’s web site at www.tax.newmexico.gov. 

 

This publication provides general information. It does not constitute a regulation, ruling, or decision issued by the 

Secretary of the New Mexico Taxation and Revenue Department. The Department is legally bound only by a regulation 

or a ruling [7-1-60, New Mexico Statutes Annotated, 1978]. In the event of a conflict between FYI and statute, regulation, 

case law or policy, the information in FYIs is overridden by statutes, regulations and case law. Taxpayers and preparers 

are responsible for being aware of New Mexico tax laws and rules. Consult the Department directly if you have 

questions or concerns about information provided in this FYI. 

 

http://www.tax.newmexico.gov/
http://www.tax.newmexico.gov/contact-us.aspx

