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The State of New Mexico has established a well-regarded reputation for supporting veterans and 

their families during their military careers. In addition to the myriad of federal benefits available, 

our state offers several local benefits and incentives, and we are continually looking for new 

ways to support our veterans when they retire and pursue their post-military lives as civilians. 

 

As a member of our state’s Military Base Planning Commission, I have been persistent in my 

efforts to make New Mexico a more attractive state for veteran retirees and their families. 

According to a report issued by the U.S. Department of Defense, almost 60,000 service members 

left the military in fiscal year 2014 and qualified for retired pay.
1
 The majority of these skilled 

men and women pursue a second career upon retirement and bring with them a wealth of talents 

and abilities in a variety of fields.  

 

Regrettably, recent statistics indicate that  

New Mexico is losing many of those retirees due 

in large part to state income tax levied on 

military retirement income. Our state Department 

of Veterans’ Services has estimated that 95 

percent of all veteran retirees leave New Mexico. 

In 2015, of the 136 service members who retired 

from Kirtland Air Force Base, only 12 remained 

in the state. As expected, the vast majority of 

those who left cited taxation of their pension as a 

primary reason. 

 

In November 2015, the State Report Card, issued by the Military Officers Association of 

America (MOAA), revealed that New Mexico remains one of only a few states that do not offer 
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an exemption or deduction for retired military pay.
2
 The report also highlighted our comparative 

disadvantage with neighboring states. Currently, Arizona, Colorado, and Utah all offer some tax 

exemption or credit, while Texas has no state income tax.  

 

In light of this comparative 

disadvantage, I have worked with our 

state Departments of Military Affairs 

and Veterans’ Services to propose 

legislation establishing an income tax 

deduction for retirement income 

received by a veteran or their 

surviving spouse. In addition to 

offering relief for our current retirees 

throughout the state, this tax 

deduction will also encourage 

veterans from across the nation to 

consider New Mexico when they 

retire.  

 

Although this deduction would have a negative impact on net revenue received by the state, we 

believe the loss would be offset by an increase in gross receipts tax and taxes imposed on wages 

for civilian employment by these veterans and their spouses. According to the U.S. Small 

Business Administration, approximately 10 percent of all business owners nationwide are 

veterans and they are 45 percent more likely to be self-employed than non-veterans.
3
 In New 

Mexico, more than 10 percent of all small businesses are veteran owned, and, collectively, our 

20,000 military retirees are responsible for roughly $1.6 billion flowing into our local economy.
4
  

 

Statistically, the majority of our veterans are under 50 years of age upon retirement. These 

highly-trained, experienced men and women go on to start businesses; they purchase homes; and 

they make significant contributions to our economies. Consequently, it comes as no surprise that 

there is a growing effort by states to both retain and attract veterans. In Maryland, for example, 

they recently doubled their military pension exemption from $5,000 to $10,000 annually. 

Meanwhile, in Connecticut, they increased their exemption from 50 to 100 percent, and, in doing 

so, they joined 14 other states that exempt all military pensions from state income tax.  
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Considering that seven other states have no income tax and two states do not tax wages or 

earnings, the reality is clear. If New Mexico wants to compete for veterans, we must break from 

the middle of the pack when it comes to supporting them. Our commitment to the armed forces is 

well established through the existence of our military bases and national laboratories. Now is the 

time for our commitment to be reflected in our tax code.  

   

John Sanchez has served as Lieutenant Governor of New Mexico since January 2011. He currently serves on the 

National Lieutenant Governors Association (NLGA) Executive Committee as the West Regional Chairman; chairs 

the NLGA International Relations Committee; and serves as a member of the NLGA Military Affairs Committee. 

You can find him on Facebook at www.facebook.com/johnsanchezfan and follow him on Twitter at @LtGovSanchez.  
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