FORTY- SI XTH LEG SLATURE
FI RST SESSI ON

February 13, 2003

M. Speaker:
Your CONFERENCE COVWM TTEE, to whom has been referred

HOUSE TAXATI ON AND REVENUE COWMM TTEE SUBSTI TUTE FOR
HOUSE BI LL 167 AND SENATE BILL 167, as anended

has had it under consideration and reports sanme with the
foll owi ng reconmrendati ons:

1. Senate Finance Committee Amendnent No. 1 be APPROVED

2. The follow ng Senate Finance Commrittee anendnents be
DI SAPPROVED:

Nos. 2, 3, 4 and 5.
and that the bill be amended further as foll ows:

3. On pages 6 through 16, strike Sections 3 through 7 in
their entirety and insert in |lieu thereof:

"Section 3. Section 7-2-7 NMSA 1978 (being Laws 1994,
Chapter 5, Section 20, as amended and as further amended by
Section 2 of this act) is repealed and a new Section 7-2-7 NMSA
1978 is enacted to read:

"7-2-7. [NEW_MATERIAL] INDIVIDUAL INCOME TAX RATES.--The
tax imposed by Section 7-2-3 NMSA 1978 shall be at the following
rates for any taxable year beginning in 2004:

A. For married individuals filing separate returns:
IT the taxable income is: The tax shall be:

Not over $4,000 1.7% of taxable income
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Over $ 4,000 but not over $ 8,000

Over $ 8,000 but not over $ 12,000

Over $ 12,000 but not over $ 20,000

Over $ 20,000

$ 68.00 plus 3.2% of
excess over $ 4,000

$ 196
excess

$ 384
excess

$ 864
excess

plus
over

plus
over

plus
over

4.7% of
$ 8,000

6.0% of
$ 12,000

6.8% of

$ 20,000.
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B. For surviving spouses and married individuals filing

joint returns:
ITf the taxable income is:
Not over $8,000

Over $ 8,000 but not over $ 16,000

Over $ 16,000 but not over $ 24,000

Over $ 24,000 but not over $ 40,000

Over $ 40,000

C. For single individuals
IT the taxable iIncome is:

Not over $5,500
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The tax shall be:

1.7% of taxable income

$ 136
excess

$ 392
excess

$ 768
excess

plus
over

plus
over

plus
over

3.2% of
$ 8,000

4.7% of
$ 16,000

6.0% of
$ 24,000

$ 1,728 plus 6.8% of

excess over $ 40,000.

and for estates and trusts:

The tax shall be:

1.7% of taxable income
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Over $ 5,500 but not over $ 11,000 $ 93.50 plus 3.2% of
excess over $ 5,500

Over $ 11,000 but not over $ 16,000 $ 269.50 plus 4.7% of
excess over $ 11,000

Over $ 16,000 but not over $ 26,000 $ 504.50 plus 6.0% of
excess over $ 16,000

Over $ 26,000 $1,104.50 plus 6.8% of
excess over $ 26,000.

D. For heads of household filing returns:
If the taxable income is: The tax shall be:
Not over $7,000 1.7% of taxable income

Over $ 7,000 but not over $ 14,000 $ 119 plus 3.2% of
excess over $ 7,000

Over $ 14,000 but not over $ 20,000 $ 343 plus 4.7% of
excess over $ 14,000

Over $ 20,000 but not over $ 33,000 $ 625 plus 6.0% of
excess over $ 20,000

Over $ 33,000 $1,405 plus 6.8% of
excess over $ 33,000.

E. The tax on the sum of any lump-sum amounts included
in net income is an amount equal to Five multiplied by the

difference between:

(1) the amount of tax due on the taxpayer"s
taxable income; and
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(2) the amount of tax that would be due on an
amount equal to the taxpayer®s taxable income and twenty percent
of the taxpayer®s lump-sum amounts included in net income."

Section 4. Section 7-2-7 NMSA 1978 (being Section 3 of this
act if it becomes law) is repealed and a new Section 7-2-7 NMSA
1978 is enacted to read:

"7-2-7. [NEW MATERIAL] INDIVIDUAL INCOME TAX RATES.--The
tax imposed by Section 7-2-3 NMSA 1978 shall be at the following
rates for any taxable year beginning in 2005:

A_ For married individuals filing separate returns:
IT the taxable income is: The tax shall be:
Not over $4,000 1.7% of taxable income
Over $ 4,000 but not over $ 8,000 $ 68.00 plus 3.2% of
excess over $ 4,000
Over $ 8,000 but not over $ 12,000 $ 196 plus 4.7% of
excess over $ 8,000
Over $ 12,000 $ 384 plus 6.0% of
excess over $ 12,000.
B. For surviving spouses and married individuals
filing joint returns:

IT the taxable income is: The tax shall be:

Not over $8,000 1.7% of taxable income
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Over $ 8,000 but not over $ 16,000 $ 136
excess

Over $ 16,000 but not over $ 24,000 $ 392
excess

Over $ 24,000 $ 768
excess

plus
over

plus
over

plus
over
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3.2% of
$ 8,000

4.7% of
$ 16,000

6.0% of
$ 24,000.

C. For single individuals and for estates and trusts:

If the taxable income is: The tax shall be:

Not over $5,500 1.7% of taxable income

Over $ 5,500 but not over $ 11,000 $ 93.50 plus 3.2% of
excess over $ 5,500

Over $ 11,000 but not over $ 16,000 $ 269.50 plus 4.7% of
excess over $ 11,000

Over $ 16,000 $ 504.50 plus 6.0% of
excess over $ 16,000.

D. For heads of household filing returns:

If the taxable income is: The tax shall be:
Not over $7,000 1.7% of taxable income
Over $ 7,000 but not over $ 14,000 $ 119 plus 3.2% of
excess over $ 7,000
Over $ 14,000 but not over $ 20,000 $ 343 plus 4.7% of
excess over $ 14,000
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Over $ 20,000 $ 625 plus 6.0% of
excess over $ 20,000.

E. The tax on the sum of any lump-sum amounts
included in net income is an amount equal to five multiplied by
the difference between:

(1) the amount of tax due on the taxpayer"s
taxable income; and

(2) the amount of tax that would be due on an
amount equal to the taxpayer®s taxable income and twenty percent
of the taxpayer®s lump-sum amounts included in net income."

Section 5. Section 7-2-7 NMSA 1978 (being Section 4 of this
act if it becomes law) is repealed and a new Section 7-2-7 NMSA
1978 is enacted to read:

“"7-2-7. [NEW MATERIAL] INDIVIDUAL INCOME TAX RATES.--The
tax imposed by Section 7-2-3 NMSA 1978 shall be at the following
rates for any taxable year beginning in 2006:

A_ For married individuals filing separate returns:
If the taxable income is: The tax shall be:
Not over $4,000 1.7% of taxable income
Over $ 4,000 but not over $ 8,000 $ 68.00 plus 3.2% of
excess over $ 4,000

Over $ 8,000 but not over $ 12,000 $ 196 plus 4.7% of
excess over $ 8,000

Over $ 12,000 $ 384 plus 5.3% of
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excess over $ 12,000.

B. For surviving spouses and married individuals
filing joint returns:

IT the taxable income is: The tax shall be:
Not over $8,000 1.7% of taxable income

Over $ 8,000 but not over $ 16,000 $ 136 plus 3.2% of
excess over $ 8,000

Over $ 16,000 but not over $ 24,000 $ 392 plus 4.7% of
excess over $ 16,000

Over $ 24,000 $ 768 plus 5.3% of
excess over $ 24,000.

C. For single individuals and for estates and trusts:
I the taxable income is: The tax shall be:
Not over $5,500 1.7% of taxable income

Over $ 5,500 but not over $ 11,000 $ 93.50 plus 3.2% of
excess over $ 5,500

Over $ 11,000 but not over $ 16,000 $ 269.50 plus 4.7% of
excess over $ 11,000

Over $ 16,000 $ 504.50 plus 5.3% of
excess over $ 16,000.

D. For heads of household filing returns:

If the taxable income is: The tax shall be:
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Not over $7,000 1.7% of taxable income

Over $ 7,000 but not over $ 14,000 $ 119 plus 3.2% of
excess over $ 7,000

Over $ 14,000 but not over $ 20,000 $ 343 plus 4.7% of
excess over $ 14,000

Over $ 20,000 $ 625 plus 5.3% of
excess over $ 20,000.

E. The tax on the sum of any lump-sum amounts
included in net income is an amount equal to five multiplied by
the difference between:

(1) the amount of tax due on the taxpayer"s
taxable income; and

(2) the amount of tax that would be due on an
amount equal to the taxpayer®s taxable income and twenty percent
of the taxpayer®s lump-sum amounts included in net income."

Section 6. Section 7-2-7 NMSA 1978 (being Section 5 of this
act if it becomes law) is repealed and a new Section 7-2-7 NMSA
1978 is enacted to read:

"7-2-7. [NEW MATERIAL] INDIVIDUAL INCOME TAX RATES.--The
tax imposed by Section 7-2-3 NMSA 1978 shall be at the following
rates for any taxable year beginning on or after January 1, 2007:

A_ For married individuals filing separate returns:
If the taxable income is: The tax shall be:
Not over $4,000 1.7% of taxable income

Over $ 4,000 but not over $ 8,000 $ 68.00 plus 3.2% of excess
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Over $ 8,000 but not over $ 12,000

Over $ 12,000
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over $ 4,000

$ 196 plus 4.7% of
excess over $ 8,000

$ 384 plus 4.9% of
excess over $ 12,000.

B. For surviving spouses and married individuals

filing joint returns:

IT the taxable income is:
Not over $8,000

Over $ 8,000 but not over $ 16,000

Over $ 16,000 but not over $ 24,000

Over $ 24,000

The tax shall be:
1.7% of taxable income

$ 136 plus 3.2% of
excess over $ 8,000

$ 392 plus 4.7% of
excess over $ 16,000

$ 768 plus 4.9% of
excess over $ 24,000.

C. For single individuals and for estates and trusts:

If the taxable income is:
Not over $5,500

Over $ 5,500 but not over $ 11,000

Over $ 11,000 but not over $ 16,000
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The tax shall be:
1.7% of taxable income

$ 93.50 plus 3.2% of
excess over $ 5,500

$ 269.50 plus 4.7% of
excess over $ 11,000
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Over $ 16,000 $ 504.50 plus 4.9% of
excess over $ 16,000.

D. For heads of household Ffiling returns:
IT the taxable income is: The tax shall be:
Not over $7,000 1.7% of taxable income

Over $ 7,000 but not over $ 14,000 $ 119 plus 3.2% of
excess over $ 7,000

Over $ 14,000 but not over $ 20,000 $ 343 plus 4.7% of
excess over $ 14,000

Over $ 20,000 $ 625 plus 4.9% of
excess over $ 20,000.

E. The tax on the sum of any lump-sum amounts
included in net income is an amount equal to five multiplied by
the difference between:

(1) the amount of tax due on the taxpayer®s
taxable income; and

(2) the amount of tax that would be due on an
amount equal to the taxpayer®s taxable income and twenty percent
of the taxpayer®s lump-sum amounts included in net income."

Section 7. Section 7-2-34 NMSA 1978 (being Laws 1999,
Chapter 205, Section 1) is anended to read:

"7-2-34. DEDUCTI ON-- NET CAPI TAL GAI N | NCOME. - -
A.  Except as provided in Subsection [B] C of this

section, a taxpayer may claima deduction fromnet incone in an
anount equal to the greater of:
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(1) the taxpayer's net capital gain inconme for
the taxable year for which the deduction is being clained, but
not to exceed one thousand dollars ($1,000); or

(2) the follow ng percentage of the taxpayer's
net capital gain incone for the taxable year for which the
deduction is being clained:

(a) for a taxable year beginning in 2003,

ten percent;

(b) for a taxable year beginning in 2004,

twenty percent;

(c) for a taxable year beqginning in 2005,

thirty percent;

(d) for a taxable year beqginning in 2006,

forty percent; and

(e) for taxable years beginning on or
after January 1, 2007, fifty percent.

B. A husband and wife who file separate returns for a
taxabl e year in which they could have filed a joint return may
each claimonly one-half of the deduction provided by this
section that woul d have been all owed on the joint return.

[B-] C_ A taxpayer may not claimthe deduction
provided in Subsection A of this section if the taxpayer has
claimed the credit provided in Section 7-2D- 8.1 NMSA 1978.

[€] D. As used in this section, "net capital gain"
means "net capital gain" as defined in Section 1222 (11) of the
I nternal Revenue Code."

Section 8. EFFECTI VE DATE. - -

A. The effective date of the provisions of Section 1

of this act is July 1, 2003.

B. The effective date of the provisions of Section 3
of this act is January 1, 2004.
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C. The effective date of the provisions of Section 4
of this act is January 1, 2005.

D. The effective date of the provisions of Section 5
of this act is January 1, 2006.

E. The effective date of the provisions of Section 6
of this act is January 1, 2007.".
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Respectfully submitted,

Donal d L. Whitaker

Ben Luj an

Thomas C. Tayl or

Adopt ed Not Adopt ed
(Chief derk) (Chief derk)

Dat e
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