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HOUSE BI LL 210
A44TH LEGISLATURE - STATE OF NEW MEXICO - SECOND SESSION,

2000
| NTRODUCED BY
Anna M Crook

FOR THE REVENUE STABI LI ZATI ON AND TAX POLI CY COW TTEE

AN ACT
RELATI NG TO TAXATI ON, CHANG NG CERTAI N PROVI SI ONS OF THE
I NCOVE TAX ACT, THE CORPORATE | NCOVE AND FRANCHI SE TAX ACT
AND THE UNI FORM DI VI SI ON OF | NCOVE FOR TAX PURPOSES ACT.

BE I T ENACTED BY THE LEGQ SLATURE OF THE STATE OF NEW MEXI CO
Section 1. Section 7-2-12 NVSA 1978 (being Laws 1965,
Chapter 202, Section 10, as anended) is amended to read:
"7-2-12. TAXPAYER RETURNS- - PAYMENT OF TAX. --Every
resident of this state and every individual deriving incone
from any business transaction, property or enploynment wthin
this state and not exenpt fromtax under the |Inconme Tax Act
who is required by the laws of the United States to file a
federal inconme tax return shall file a conplete tax return
with the departnment in formand content as prescribed by the

secretary. Unless otherw se required under the Incone Tax

Act or instruction of the secretary, in conpleting a return
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for a taxable year, the taxpayer shall declare the same

filing status and nunber of personal exenptions as the

t axpayer declared for federal incone tax purposes for that

sane taxable yvear or, if the taxpayer was not required to

file a federal inconme tax return for the taxable vear, the

filing status and nunber of personal exenptions that would

have been required or allowed for that taxpayer by the

Internal Revenue Code and requl ations pursuant to that code.

The return required and the tax inmposed on individuals under
the I nconme Tax Act are due and payment is required on or
before the fifteenth day of the fourth nonth follow ng the

end of the taxable year."

Section 2. Section 7-2-12.1 NVSA 1978 (being Laws 1990,

Chapter 23, Section 1) is anended to read:
"7-2-12.1. LIMTATION ON CLAIM NG OF CREDI TS AND TAX
REBATES. - -
A. Except as provided otherwise in this section,
credit or tax rebate provided in the Income Tax Act that is

clained shall be disallowed if the claimfor the credit or

tax rebate was first made after the end of the third cal endar

year follow ng the cal endar year in which the return upon
which the credit or tax rebate was first clai nabl e was

initially due.

B. Subsection A of this section does not apply to

[(H] the credit authorized by Section 7-2-13 NVSA 1978 for

i ncone taxes paid another state [er

P : horizad] :
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NVBA—1978+forinreore—taxes—pald—anether——state] . "
Section 3. Section 7-2-12.2 NVSBA 1978 (being Laws 1996,
Chapter 17, Section 1, as anended) is anended to read:
"7-2-12.2. ESTI MATED TAX DUE- - PAYMENT OF ESTI MATED
TAX- - PENALTY. - -

A. Except as otherw se provided in this section,
every individual who is required to file an incone tax return
under the Income Tax Act shall pay the required annua
payment in installnments through either w thhol ding or
estimated tax paynents.

B. For the purposes of this section:

(1) "required annual paynment" neans the
| esser of:

(a) ninety percent of the tax shown on
the return of the taxable year or, if no returnis filed,
ninety percent of the tax for the taxable year; or

(b) one hundred percent of the tax
shown on the return for the preceding taxable year if the
precedi ng taxabl e year was a taxable year of twelve nonths
and the taxpayer filed a New Mexico tax return for that
precedi ng taxabl e year; and

(2) "tax" nmeans the tax inposed under

Section 7-2-3 NVBA 1978 | ess any anount allowed for credits

[ previ-ded—by—Seet+ons—F2—313—anrd—F2-—318—1—t+hrough—F—2-—18—+%
NVMBA—198—and—for—any—appteable] and tax rebates provided by

the I ncone Tax Act.

C. There shall be four required installnents for
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each taxable year. |If a taxpayer is not liable for estinated
tax paynents on March 31, but becones liable for estinmated
tax at sone point after March 31, he nust nake estinmated tax
paynents as fol |l ows:

(1) if the taxpayer becomes required to pay
estimated tax after March 31 and before June 1, fifty percent
of the required annual paynment nust be paid on or before June
15, twenty-five percent on Septenber 15 and twenty-five
percent on or before January 15 of the follow ng taxable
year;

(2) if the taxpayer beconmes required to pay
estimated tax after May 31, but before Septenber 1, seventy-
five percent of the required annual paynent nust be paid on
or before Septenber 15 and twenty-five percent on or before
January 15 of the foll ow ng taxable year; and

(3) if the taxpayer becones required to pay
estimated tax after August 31, one hundred percent of the
requi red annual paynment nust be paid on or before January 15
of the foll ow ng taxable year

D. Except as otherwi se provided in this section,
for taxpayers reporting on a cal endar year basis, estimated
paynments of the required annual payment are due on or before
April 15, June 15 and Septenber 15 of the taxable year and
January 15 of the follow ng taxable year. For taxpayers
reporting on a fiscal year other than a cal endar year, the
due dates for the installnents are the fifteenth day of the

fourth, sixth and ninth nonths of the fiscal year and the
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fifteenth day of the first nonth followi ng the fiscal year.

E. A rancher or farmer who expects to receive at
| east two-thirds of his gross incone for the taxable year
fromranching or farmng, or who has received at |east two-
thirds of his gross income for the previous taxable year from
ranching or farmng, may:

(1) pay the required annual paynent for the
t axabl e year in one installment on or before January 15 of
the foll owi ng taxable year; or

(2) on or before March 1 of the follow ng
taxabl e year, file a return for the taxable year and pay in
full the amount conputed on the return as payabl e.

No penalty under Subsection G of this section shall be

i nposed unl ess the rancher or farmer underpays his tax by
nore than one-third. If a joint returnis filed, a rancher
or farmer must consider his or her spouse's gross incone in
determ ni ng whether at |east two-thirds of gross incone is
fromranching or farm ng.

F. For the purposes of this section, the anount of
tax deducted and withheld with respect to a taxpayer under
the Wthhol ding Tax Act shall be deenmed a paynent of
estimated tax. An equal part of the anobunt of w thheld tax
shal | be deemed paid on each due date for the applicable
t axabl e year unless the taxpayer establishes the dates on
which all amounts were actually w thheld, in which case the
anmounts wi thheld shall be deenmed paynents of estimated tax on

t he dates on which the amounts were actually wi thheld. The
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taxpayer may apply the provisions of this subsection
separately to wage wi thhol ding and any ot her anounts w thheld
under the Wthhol di ng Tax Act.

G  Except as otherw se provided in this section,
in the case of any underpaynment of the required annua
paynment by a taxpayer, there shall be added to the tax an
anount as penalty determ ned by applying the rate specified
in Subsection B of Section 7-1-67 NVBA 1978 to the amount of
t he under paynent for the period of the underpaynent,
provi ded:

(1) the anpunt of the underpaynment shall be
t he excess of the anmount of the required annual paynment over
the anount, if any, paid on or before the due date for the
i nstal |l ment;

(2) the period of the underpaynment runs from
the due date for the installnent to whichever of the
following dates is earlier:

(a) the fifteenth day of the fourth
month follow ng the close of the taxable year; or

(b) with respect to any portion of the
under paynent, the date on which the portion was paid; and

(3) a paynent of estimated tax shall be
credited agai nst unpaid or underpaid installnents in the
order in which the installnents are required to be paid.

H  No penalty shall be inposed under Subsection G
of this section for any taxable year if:

(1) the difference between the following is
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| ess than five hundred dollars ($500):

(a) the tax shown on the return for the
taxabl e year or, when no return is filed, the tax for the
t axabl e year; and

(b) any anount withheld under the
provisions of the Wthhol ding Tax Act for that taxpayer for
that taxabl e year;

(2) the individual's preceding taxable year
was a taxable year of twelve nonths, the individual did not
have any tax liability for the preceding taxable year and the
i ndi vidual was a resident of New Mexico for the entire
t axabl e year;

(3) through either w thholding or estinmated
tax paynents, the individual paid the required annual payment
as defined in Subsection B of this section; or

(4) the secretary determ nes that the
under paynent was not due to fraud, negligence or disregard of
rul es and regul ati ons.

I. If, on or before January 31 of the follow ng
t axabl e year, the taxpayer files a return for the taxable
year and pays in full the anobunt conputed on the return as
payabl e, then no penalty under Subsection G of this section
shal |l be inposed with respect to any underpaynent of the
fourth required installnent for the taxable year.

J. This section shall be applied to taxable years
of less than twelve nonths and to taxpayers reporting on a

fiscal year other than a cal endar year in the manner
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determ ned by regulation or instruction of the secretary.

K. Except as otherw se provided in Subsection L of
this section, this section applies to any estate or trust.

L. This section does not apply to any trust that
is subject to the tax inposed by Section 511 of the Internal
Revenue Code or that is a private foundation. Wth respect
to any taxable year ending before the date two years after
the date of the decedent's death, this section does not apply
to:

(1) the estate of the decedent; or

(2) any trust all of which was treated under
Subpart E of Part | of Subchapter J of Chapter 1 of the
Internal Revenue Code as owned by the decedent and to which
the residue of the decedent's estate will pass under the
decedent's will or, if no will is admtted to probate, that
is the trust primarily responsi ble for paying debts, taxes
and expenses of adm nistration.

M  The provisions of this section do not apply to
first-year residents.”

Section 4. Section 7-2-14 NVSA 1978 (being Laws 1972,
Chapter 20, Section 2, as anended) is anended to read:
"7-2-14. LOWMI NCOVE COVPREHENSI VE TAX REBATE. - -

A. Except as otherw se provided in Subsection B of
this section, any resident who files an individual New Mexico
incone tax return and who is not a dependent of another
i ndividual may claima tax rebate for a portion of state and

| ocal taxes to which the resident has been subject during the
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taxabl e year for which the return is filed. The tax rebate
may be cl ai med even t hough the resident has no i ncome taxable
under the Incone Tax Act. A husband and wife who file
separate returns for a taxable year in which they could have
filed a joint return may each claimonly one-half of the tax
rebate that woul d have been allowed on a joint return

B. No claimfor the tax rebate provided in this
section shall be filed by a resident who was an i nmate of a
public institution for nore than six nonths during the
taxabl e year for which the tax rebate could be clainmed or who
was not physically present in New Mexico for at |east six
nont hs during the taxable year for which the tax rebate could
be cl ai ned.

C. For the purposes of this section, the total
nunber of exenptions for which a tax rebate may be cl ai ned or
all owed is determ ned by:

(1) adding the nunber of federal exenptions
al l owabl e for federal incone tax purposes for each individua
included in the return who is domciled in New Mexico plus
two additional exenptions for each individual domiciled in
New Mexi co included in the return who is sixty-five years of
age or older plus one additional exenption for each
i ndi vi dual domiciled in New Mexico included in the return
who, for federal incone tax purposes, is blind plus one
exenption for each mnor child or stepchild of the resident
who woul d be a dependent for federal inconme tax purposes if

the public assistance contributing to the support of the

. 130643. 2
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child or stepchild was considered to have been contri buted by
the resident; and

(2) subtracting fromthe nunber determ ned

in Paragraph (1) of this subsection the nunber of exenptions

for each individual included in the return who was an i nnate

of a public institution for nore than six nonths during the

taxable vear, plus, if included in the calculation set forth

in Paragraph (1) of this subsection, two exenptions for each

such individual who was aged sixty-five vears or ol der

D. The tax rebate provided for in this section may

be clainmed in the anbunt shown in the follow ng table:

Modi fi ed gross And the total nunber
i nconme is: of exenptions is:

But Not 6 or
Over Over 1 2 3 4 5 Mor e

$ 0 $ 500 $ 120 $ 160 $ 200 $ 240 $ 280 $ 320

500 1, 000 135 195 250 310 350 415
1, 000 1, 500 135 195 250 310 350 435
1, 500 2,000 135 195 250 310 350 450
2, 000 2,500 135 195 250 310 350 450
2,500 3, 000 135 195 250 310 350 450
3, 000 3, 500 135 195 250 310 350 450
3, 500 4, 000 135 195 250 310 355 450
4,000 4, 500 135 195 250 310 355 450
4, 500 5, 000 125 190 240 305 355 450
5, 000 5, 500 115 175 230 295 355 430
5, 500 6, 000 105 155 210 260 315 410
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6, 000
7, 000
8, 000
9, 000
10, 000
11, 000
12, 000
13, 000
14, 000
15, 000
16, 000
17, 000
18, 000
19, 000
20, 000
21, 000

t he taxpayer

7,000 90 130 170 220 275 370
8, 000 80 115 145 180 225 295
9, 000 70 105 135 170 195 240
10, 000 65 95 115 145 175 205
11, 000 60 80 100 130 155 185
12, 000 55 70 90 110 135 160
13, 000 50 65 85 100 115 140
14, 000 50 65 85 100 115 140
15, 000 45 60 75 90 105 120
16, 000 40 55 70 85 95 110
17, 000 35 50 65 80 85 105
18, 000 30 45 60 70 80 95
19, 000 25 35 50 60 70 80
20, 000 20 30 40 50 60 65
21, 000 15 25 30 40 50 55
22,000 10 20 25 35 40 45,
E. If a taxpayer's nodified gross incone is zero,

may claima credit

in the anount shown in the

first row of the table appropriate for the taxpayer's nunber

of exenptions.

may be deducted fromthe taxpayer's New Mexico income tax
liability for the taxable year.
t he taxpayer's incone tax liability,

refunded to the taxpayer

F. The tax rebates provided for in this section

G For

I f the tax rebates exceed

t he excess shall

pur poses of this section,

"dependent "

"dependent" as defined by Section 152 of the Internal

. 130643. 2
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Code [ef—2986], as that section nmay be anended or renunbered,
but al so includes any minor child or stepchild of the
resi dent who woul d be a dependent for federal incone tax
purposes if the public assistance contributing to the support
of the child or stepchild was considered to have been
contributed by the resident.”
Section 5. Section 7-2A-2 NVSBA 1978 (being Laws 1986,
Chapter 20, Section 33, as anended) is anended to read:
"7-2A-2. DEFINITIONS. --For the purpose of the

Corporate Income and Franchi se Tax Act and unl ess the context
requi res ot herw se:

A. "affiliated group” nmeans that termas it is
used in the Internal Revenue Code;

B. "bank" neans any national bank, national
banki ng associ ation, state bank or bank hol di ng conpany;

C. "base income" neans that part of the taxpayer's
i ncone defined as taxabl e incone and upon which the federal
income tax is calculated in the Internal Revenue Code for
i nconme tax purposes plus, for taxable years begi nning on or
after January 1, 1991, the anmpunt of the net operating |oss
deduction all owed by Section 172(a) of the Internal Revenue
Code, as that section nmay be anended or renunbered, and
claimed by the taxpayer for that year; "base inconme" al so
includes interest received on a state or |ocal bond;

D. "corporation" nmeans corporations, joint stock
conpani es, real estate trusts organi zed and operated under

the Real Estate Trust Act, financial corporations and banks,

. 130643. 2
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ot her busi ness associ ations and, for corporate incone tax
pur poses, partnerships and Iimted liability conpanies taxed
as corporations under the Internal Revenue Code;

E. "departnment" neans the taxation and revenue
department, the secretary of taxation and revenue or any
enpl oyee of the departnment exercising authority lawfully
del egated to that enployee by the secretary;

F. "fiscal year" nmeans any accounting period of
twel ve nonths ending on the |ast day of any nonth other than
Decenber;

G "Internal Revenue Code" neans the United States
Internal Revenue Code of 1986, as anended;

H.  "net income" neans base incone adjusted to
excl ude:

(1) income fromobligations of the United
States | ess expenses incurred to earn that inconeg;

(2) other anpbunts that the state is
prohi bited fromtaxing because of the [aws or constitution of
this state or the United States;

(3) for taxable years that began prior to
January 1, 1991, an anount equal to the sum of:

(a) net operating | oss carryback
deductions to that year fromtaxable years beginning prior to
January 1, 1991 cl ai med and al |l owed, as provided by the
I nternal Revenue Code; and

(b) net operating | oss carryover

deductions to that year clained and all owed; [and]

. 130643. 2
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(4) for taxable years beginning on or after
January 1, 1991, an anount equal to the sum of any net
operating | oss carryover deductions to that year clainmed and
al |l owed, provided that the anpbunt of any net operating |oss
carryover from a taxabl e year beginning on or after January
1, 1991 may be excluded only as foll ows:

(a) in the case of atinely filed
return, in the taxable year i mediately foll owi ng the taxable
year for which the return is filed; or

(b) in the case of anmended returns or
original returns not tinely filed, in the first taxable year
begi nning after the date on which the return or anmended
return establishing the net operating loss is filed; and

(c) in either case, if the net
operating | oss carryover exceeds the anount of net income
exclusive of the net operating |oss carryover for the taxable
year to which the exclusion first applies, in the next four
succeedi ng taxable years in turn until the net operating | oss
carryover is exhausted; in no event nmay a net operating |oss
carryover be excluded in any taxable year after the fourth
t axabl e year begi nning after the taxable year to which the
exclusion first applies; and

(5) anmounts treated as dividends received

froma foreign corporation under 26 U.S.C. 78;

I. "net operating |oss" nmeans any net operating

| oss, as defined by Section 172(c) of the Internal Revenue

Code, as that section nmay be anended or renunbered, for a

. 130643. 2
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taxabl e year as further increased by the inconme, if any, from
obligations of the United States for that year |less rel ated
expenses;

J. "net operating |loss carryover" means the
anount, or any portion of the anmount, of a net operating |oss
for any taxable year that, pursuant to Paragraph (3) or (4)
of Subsection H of this section, nay be excluded from base
i ncomne;

K.  "person"” means any individual, estate, trust,
receiver, cooperative association, club, corporation,
conpany, firm partnership, limted liability conpany, joint
venture, syndicate or other association; "person"” also neans,
to the extent permtted by |law, any federal, state or other
governmental unit or subdivision or agency, departnent or
instrunental ity thereof;

L. "secretary" neans the secretary of taxation and
revenue or the secretary's del egate;

M "state" means any state of the United States,
the District of Colunbia, the coomonwealth of Puerto Rico,
any territory or possession of the United States or political
subdi vi si on thereof or any political subdivision of a foreign
country;

N. "state or local bond" nmeans a bond issued by a
state other than New Mexico or by a |ocal governnent other
t han one of New Mexico's political subdivisions, the interest
fromwhich is excluded frominconme for federal incone tax

pur poses under Section 103 of the Internal Revenue Code, as

. 130643. 2
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that section may be anended or renunbered;

O "taxable year" neans the cal endar year or
fiscal year upon the basis of which the net incone is
conput ed under the Corporate Incone and Franchi se Tax Act and
includes, in the case of the return made for a fractiona
part of a year under the provisions of that act, the period
for which the return is made;

P. "taxpayer" means any corporation subject to the
taxes i nposed by the Corporate Income and Franchi se Tax Act;
and

Q "unitary corporations" nmeans two or nore
i ntegrated corporations, other than any foreign corporation
incorporated in a foreign country and not engaged in trade or
business in the United States during the taxable year, that
are owned in the amobunt of nore than fifty percent and
controlled by the same person and for which at |east one of
the followi ng conditions exists:

(1) there is a unity of operations
evi denced by central purchasing, advertising, accounting or
other centralized services;

(2) there is a centralized managenent or
executive force and centralized system of operation; or

(3) the operations of the corporations are
dependent upon or contribute property or services to one
anot her individually or as a group."

Section 6. Section 7-2A-9.1 NVSA 1978 (being Laws

1986, Chapter 5, Section 1, as anended) is anmended to read:

. 130643. 2
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"7-2A-9.1. ESTI MATED TAX DUE- - PAYMENT OF ESTI MATED
TAX- - PENALTY- - EXEMPTI ON. - -

A. Every taxpayer shall pay estimted corporate
inconme tax to the state of New Mexico during its taxable year
if its tax after applicable credits for such taxable year can
reasonably be expected to be five thousand dollars ($5, 000)
or nmore. A taxpayer to which this section applies shal
calculate estimated tax by one of the foll ow ng nethods:

(1) estimating the ambunt of tax due, net
of any credits, for the current taxable year, provided that
the estimated anount is at |east eighty percent of the anpunt

[ determnred—+to—be—due] shown on the tax return for the

taxable vear or, if no return is filed, eighty percent of the

tax for the taxable year
(2) wusing as the estimate an anmount equa

to one hundred percent of the tax [due] shown on the tax

return for the previous taxable year, if the previous taxable
year was a full twelve-nonth year and if the amobunt shown as
due for that previous taxable year was at |east five thousand
dol l ars ($5,000); or

(3) wusing as the estimate an anount equa

to one hundred ten percent of the tax [eéue] shown on the tax

return for the taxable year i medi ately preceding the

previ ous taxable year, if the taxable year imrediately
precedi ng the previous taxable year was a full twel ve-nonth
year, the anount shown as due for the taxable year

i mredi ately preceding the previous taxable year was at | east

. 130643. 2
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five thousand dollars ($5,000) and the return for the

previ ous taxabl e year has not been filed and the extended due
date for filing that return has not occurred at the tine the
first installnent is due for the taxable year.

B. If Subsection A of this section applies, the
amount of estimated tax shall be paid in installnents as
follows: twenty-five percent of the estinmated tax is due on
or before the fifteenth day of the fourth nonth of the
t axabl e year, another twenty-five percent is due on or before
the fifteenth day of the sixth nonth of the taxable year,
anot her twenty-five percent is due on or before the fifteenth
day of the ninth nmonth of the taxable year and the fina
twenty-five percent is due on or before the fifteenth day of
the twelfth nonth of the taxable year. Application of this
subsection to a taxable year that is a fractional part of a
year shall be determ ned by regulation of the secretary.

C. Every taxpayer to which Subsection A of this
section applies that fails to pay the estinmated tax when due
or that makes estimated tax paynents during the taxable year
that are |l ess than the | esser of eighty percent of the incone
tax inposed on the taxpayer under the Corporate |Income and
Franchi se Tax Act or the anmobunt required by Paragraph (2) or
(3) of Subsection A of this section shall be subject to the
i nterest and penalty provisions of Sections 7-1-67 and 7-1-69
NMSA 1978 on t he under paynment .

D. For purposes of this section, the anount of

under paynent shall be the excess of the anobunt of the
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install ment that would be required to be paid if the
estimated tax were equal to eighty percent of the tax shown
on the return for the taxable year or the amount required by
Paragraph (2) or (3) of Subsection A of this section or, if
no return was filed, eighty percent of the tax for the
taxabl e year for which the estimated tax is due |l ess the
anount, if any, of the installnent paid on or before the |ast
date prescribed for paynent.

E. For purposes of this section, the period of
under paynent shall run fromthe date the installnent was
required to be paid to whichever of the followi ng dates is
earlier:

(1) the fifteenth day of the third nonth
follow ng the end of the taxable year; or
(2) with respect to any portion of the
under paynent, the date on which such portion is paid. For
t he purposes of this paragraph, a paynent of estimated tax on
any installnment date shall be applied as a paynent of any
previ ous underpaynent only to the extent such paynment exceeds
t he amount of the installment determ ned under Subsection D
of this section due on such installnent date.”
Section 7. A new section of the Uniform D vision of
I ncone for Tax Purposes Act, Section 7-4-22 NVBA 1978, is
enacted to read:
"7-4-22. [ NEW NMATERI AL] CONFLI CT W TH PROVI SI ONS OF

MJLTI STATE TAX COWPACT. - - When any provi sion of the Uniform

Di vision of Incone for Tax Purposes Act conflicts with a
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provi sion of the Multistate Tax Compact, the provision of the

Uni f orm Di vi sion of Inconme for Tax Purposes Act controls.”
Section 8. APPLICABILITY.--The provisions of this act

apply to taxable years beginning on or after January 1, 2000.
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