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FYI-215 
FOR YOUR INFORMATION 
Tax Information/Policy Office           P.O. Box 630            Santa Fe, New Mexico        87504-0630   
 

  
FEDERAL-STATE SCHEDULE C TAPE MATCH; 
 OTHER QUESTIONS ON BUSINESS INCOME  

 
This FYI discusses processes and procedures the Taxation and Revenue Department 
(Department) uses to determine and resolve conflicts between the federal income tax Schedule 
C (reporting income from a business) and New Mexico gross receipts tax return. It also 
addresses other questions that can influence Schedule C tape matches. 
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INTRODUCTION 

The Department has a number of programs to ensure compliance with New Mexico’s tax laws, 
and among them is the Schedule C Tape Match Project. The Schedule C Tape Match Project 
compares Schedule C business income data from the Internal Revenue Service (IRS) to gross 
receipts reported under New Mexico’s gross receipts tax. The IRS information provided to New 
Mexico lists only taxpayers who declare a New Mexico address. If there is a difference between 
a taxpayer’s Schedule C income and New Mexico gross receipts reported on Form TRD-41413, 
Gross Receipts Tax Return, the Department initiates a notice of intent to assess by mail to the 
taxpayer asking for an explanation of the discrepancy and enough documentation to resolve it. 
 

NOTIFICATION 

When a tape match shows a discrepancy, the Department sends a letter advising the taxpayer 
to contact the assigned Department representative and provide sufficient documentation to 
explain the difference. The letter contains the representative’s first name, telephone number and 
the Department’s address. The Department may send a second letter if the taxpayer has not 
responded or has not supplied enough documentation. If the discrepancy remains, the taxpayer 
receives an assessment on the associated proprietary New Mexico Business Tax Identification 
Number(NMBTIN) in the Department’s system. If the taxpayer is not registered, the Department 
mails a registration certificate to notify the taxpayer of registration and assignment of a NMBTIN. 
The Department bases the assessment on the discrepancy amount shown in the original letter. 
If the taxpayer supplies information to resolve part of the difference, a lesser amount will be 
assessed. The taxpayer can provide documentation at any time to explain the discrepancy or 
reduce an assessment. 
 

WHAT TO DO IF YOU RECEIVE A NOTICE OF INTENT 
TO ASSESS OR AN ASSESSMENT 

 
Should you receive a notice of intent to assess, contact the Department representative listed on 
the letter. If you receive an assessment and wish to speak to someone, please contact the Call 
Center Bureau in Albuquerque at 1-866-285-2996 or visit the nearest Department District Office 
(see page 7). 
 

 SUPPORTING DOCUMENTATION 

Your Department representative can provide information on what documentation, if any, can 
clear up a discrepancy between a taxpayer’s Form TRD-41413, Gross Receipts Tax Return, 
and the corresponding Schedule C. Most differences arise from income which is taxable for 
federal income tax purposes but exempt or deductible from New Mexico gross receipts. The 
following is a list of documentation that the Department may request from the taxpayer to solve 
a problem:
 

➢ Copies of Schedule C’s filed 
➢ Copies of W-2s and/or 1099 forms 
➢ Copies of PIT-B schedules filed 
➢ Copies of other state tax returns filed 
➢ Copies of Insurance Agent’s certificate 
➢ Copies of governmental contracts 
➢ Copies of contracts for work done on Indian 

reservations 
➢ Copies of sales invoices verifying exempt or 

deductible income 
➢ Copies of land transactions (real estate contracts) 

➢ Copies of TS-22 or Form TRD-31115 filed with 
the Department to collect and pay over taxes 

➢ Copies of gasoline sales invoices 
➢ Showing of an additional NMBTIN under which 

receipts were reported for the tax year in 
question. 

➢ Copies of Dept. Rulings to the taxpayer 
➢ Signed affidavits or statements 
➢ Copies of Farm and Ranch certificates 
➢ Copies of applicable NTTCs 
➢ Any other verifiable documentation 
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➢ Copies of federal1040s 
➢ Alternative Evidence (B-200.32: Alternative 

Evidence for Gross Receipts Tax Deductions) 
 

COMMON QUESTIONS 

The following are the most frequent questions flowing from Schedule C tape match issues: 
 
Why must I pay taxes twice on the same income? 
 
You are not actually paying taxes twice on the same income. Income taxes and gross receipts 
taxes are different tax programs. 
 

Income tax is levied on the income of a business or an individual from all sources and allows 
adjustments for profit or loss. You need not be in business to be subject to the income tax at 
federal and state levels. New Mexico’s personal income tax, reported on the Form PIT-1, is 
directly dependent on the federal Form 1040. Income subject to personal income tax includes 
wages, unearned income, gambling winnings, pensions, annuities, and the net income from 
real property and businesses in this state. 
 
Corporate income tax is levied on the New Mexico portion of a corporation’s profits. 
 
The gross receipts tax is exactly that, a tax on the gross -- not net -- receipts from engaging 
in certain kinds of business in New Mexico. Gross receipts is the total amount of money or 
other consideration received from selling property in New Mexico, leasing or licensing 
property employed in New Mexico, granting a right to use a franchise employed in New 
Mexico, performing services in New Mexico or selling research and development services 
performed outside New Mexico the product of which is initially used in New Mexico. 
 
Unlike sales tax states, New Mexico taxes the transactions of the vendor or lessor and not of 
the buyer or lessee. The vendor or lessor remains the liable party at all times, but the law 
does not prevent a business from recovering the tax cost from the customer at the time of 
sale. 
 
The law presumes that all transactions are taxable unless the Gross Receipts and 
Compensating Tax Act provides a specific exemption or deduction. 

 
If I am in business in New Mexico, am I required to notify the state? 
 
Everyone engaging in business in New Mexico must register with the Taxation and Revenue 
Department to receive a NMBTIN. The number is used to report gross receipts tax on the Form 
TRD-41413, Gross Receipts Tax Return  and file other business tax programs such as 
compensating tax and wage withholding tax. A  
 
New Mexico allows double taxation in its gross receipts tax program. Why? 
 
Sometimes it’s unavoidable. Whenever possible New Mexico tries to eliminate the layering or 
pyramiding of taxes in a chain of transactions. This is done by allowing the sellers to take 
deductions when property or services are to be resold, or when property is purchased for 
subsequent lease or is leased for re-lease. There are a number of other instances in which non-
taxable transaction certificates (NTTCs) pass from a buyer to a seller. Please refer to a current 
Gross Receipts Tax Filer’s Kit for a description of the certificates and when they can be used. 
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A buyer or lessee who executes an appropriate NTTC to the seller or lessor is giving evidence 
to the business of a deductible transaction. The seller or lessor may deduct gross receipts 
covered by that certificate before calculating and paying its own gross receipts tax to New 
Mexico. For transactions covered by valid NTTCs there is no tax cost to recover from the 
customer, effectively eliminating a layer of tax and lowering the cost to the final customer. 
 
Unfortunately, the law does not provide for deductions in every instance. At those times there is 
no way to avoid a pyramiding of tax. 
 
Why are commissions taxed? Isn’t that double taxation? 
 
Taxes on commissions paid to independent contractors are taxes on one kind of exchange, the 
percentage charged for the performance of a service in New Mexico. The tax on gross receipts 
from the underlying transaction, i.e., the basic sale or lease on which the commission is based, 
is another type of transaction. This does not result in double tax on a single sale or lease, but 
rather tax paid on two separate exchanges. When the underlying transaction itself is not 
taxable, New Mexico allows a deduction on the commission earned. For the most part the 
exceptions to this rule are commissions earned from real estate transactions. 
 
Please explain why the Department disallowed one of my NTTCs. 
 
There are a number of reasons why your NTTC may have been disallowed. Perhaps it was 
invalid for a particular period, or you accepted an incorrect type of NTTC for a specific set of 
transactions. Example: You may have accepted an NTTC for the sale of services for resale 
(Type 5) instead of an NTTC for the sale of tangible personal property for resale (Type 2). The 
NTTC may also be disallowed if a certificate did not have the correct or required date on it. If 
your NTTC has been disallowed but your transaction is deductible, you may provide alternative 
evidence to show you are entitled to that deduction. To locate more information on alternative 
evidence please see B-200.32: Alternative Evidence for Gross Receipts Tax Deductions available 
on our website at  http://www.tax.newmexico.gov/forms-publications.aspx. 
 
Certain transactions are always ineligible for coverage by NTTCs. Among these are when 
governments and non-profit organizations purchase services or lease tangible personal 
property. Businesses do not receive deductions for leasing or for the sale of services to such 
customers. These transactions are always taxable to the business. The only NTTC’s you may 
accept from governments or from organizations, granted 501(c) (3) status by the IRS is for the 
sale of tangible personal property (Type 9), excluding construction materials as provided under 
Section 7-9-54(A) and 7-9-60(A) NMSA 1978 OR for purchases of construction material that is 
tangible personal property (Type 17) under Section 7-9-54(A)(3) and 7-9-60(B) NMSA 1978. 
You can find more information on our website at in FYI-240: Transactions with Government 
Agencies. 
 
For certain government purchases and other transactions for which no specific NTTC is 
available, the Department will accept such “other evidence” as invoices, bills of lading, official 
statements of farming and ranching, a tribal statement, etc., that a transaction is eligible for a 
deduction. Any deduction or exemption must be specifically provided by statute or regulation. 
Without it there is no way for the business to take a deduction no matter who is the purchaser. 
 
Why must I provide documentation? 
 
NTTC’s, contracts, invoices, etc., may prove that the discrepancy amount identified by the Schedule 
C tape match is not subject to New Mexico gross receipts tax. You may need your federal 1040, 

http://www.tax.newmexico.gov/forms-publications.aspx
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Schedule C and another state’s return to prove that your income was earned, reported and taxed in 
another state. 
 

TAXPAYER REMEDIES 

You may dispute an assessment received by the Department or any provision of the Tax 
Administration Act in one of two ways: 1) by filing a written protest with the Secretary of the 
Department, or 2) by paying the tax liability and then filing a claim for refund. 
 
Choosing one remedy is an automatic waiver of the right to pursue the other. 
 
1) WRITTEN PROTEST 
 
If you wish to protest, you must file a written protest within 90 days of the date of the contestable 
event. That event can be the mailing or delivery to you of a notice of assessment of tax, your filing of 
a tax return showing a tax liability, or the Department’s application of a provision of the Tax 
Administration Act. The protest must state the taxpayer’s name, business name and identifying 
number (social security number or NMBTIN), the taxes involved, the tax program, assessment 
number, the grounds for the protest, a summary statement of the evidence you expect to produce to 
support each ground asserted, and the relief you are requesting. Form ACD-31094, Formal Protest 
Form outlines the requirements for a written protest. 
 
2) CLAIM FOR REFUND 
 
If you believe that any tax you have paid or had withheld from you is more than you owe, you may 
file a claim for refund with the Secretary of the Department. You must file the claim within three 
years from the end of the calendar year in which the tax was due or in which payment was made as 
the result of a Department assessment.  
 
The written claim for refund must state the nature of the complaint and the relief you are requesting. 
To claim a refund for business tax programs (such as gross receipts tax, compensating tax, or 
withholding taxes) and special taxes (e.g. gasoline taxes) use Form ACD-41071, Application for Tax 
Refund and include each amended return that may apply to the claim for refund. To claim a refund 
of income taxes (e.g. corporate income tax, personal income tax, estate tax) and oil and gas taxes, 
submit an amended tax return for the year or period involved. 
 
 
After review, the Secretary may allow or deny the claim in whole or in part.  If the Secretary denies 
the claim in whole or in part, you may file a protest with the Department or file a lawsuit in Santa Fe 
District Court. You must do so within 90 days of the date the denial of your refund claim is mailed. If 
you fail to protest or bring suit in Santa Fe District Court within 90 days of the date of a written 
denial, the decision is final. You may not re-file that claim. 
 
 
For more information on remedies available to you see publication FYI-402: Taxpayer Remedies. 
You may also wish to consult FYI-400: Tax Audits and Protest Procedures, Your Rights as a 
Taxpayer. Both publications are available on the Department’s web site at 
www.tax.newmexico.gov, click on “Forms and Publications”. 
 
 
 

http://www.tax.newmexico.gov/
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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


 New Mexico Taxation and Revenue Department 
 

 

 FYI-215  Rev. 10/2021 Page 7  

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

