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legidature. TheLegidative Finance Committee does not assume responsibility for the accuracy of theinformation in
thisreport when used in any other situation.

Only themost recent FIR version, excluding attachments, isavailable on the Intranet. Previoudly issued FIRs and
attachments may be obtained from the LFC officein Suite 101 of the State Capitol Building North.
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Taxation and Revenue Department (TRD)

LFC Files

SUMMARY

Synopsis of Bill

Effective beginning tax year 2000, the hill would make the following technical corrections for persond and
corporate income tax purposes.

e *Section 1: Flers must use samefiling status and persond exemptions for Sate asfor federa
pUrposes.

e *Section 2: Eliminates reference to repealed satute.

e *Section 3: Picks up two new, refundable credits enacted in 1999 and provides for any future credit
or tax rebates.

e *Section 4: Revises calculation of digible persond exemptions for rebate purposes to exclude those
associated with inmates of public inditutions.

e *Section 5: Net income for corporate income taxes excludes "gross up”, the addition of withholding
taxes paid on dividends where aforeign tax credit is claimed for both the amount of the repatriated
dividend and the amount of tax withheld by aforeign country. Per regulation, New Mexico does not
currently tax "gross up'.

 *Section 6: Estimated floors to corporate income tax are to be based on the amount shown on the
current year return, rather than the amount ultimately determined to be due. Clarifies thet the safe-
harbor provided for estimated tax payments based on paying a percentage of taxes due for the
previous year is determined by the tax shown to be due on the return, not the amount of tax
subsequently found to be due after an audit.

e *Section 7: Resolves conflict between UDITPA and Multistate Compact using UDITPA gpproach.

FISCAL IMPLICATIONS

TRD esimates fiscd impact to be smdl, gpproximately $50.0 of recurring revenue gain for the Genera
Fund. The fisca impact is generated by the language in Section 4 regarding digible persona exemptions for
rebate purposes to exclude those associated with inmates of public ingtitutions.

H:\firshouse\HB0210~1.HTM 2/22/00



Master FIR (1988) Page 3 0f 3

Currently, there are 299,745 dependent individuals claimed on 1998 LICTR returns. There are about 5,166
inmates in the Sate corrections system, and there are inmates of the Forensic unit and the State Hospitd a
LasVegas, YDDI, Springer, New Mexico Girl's Ranch and other CYFD juvenile corrections units. TRD
assumes there are 2,000 inmates of public ingtitutions currently claimed on their parent's or children'sLICTR
returns. The average LICTR payment is about $100 in tax year 1996, and the margind amount was about
$25. The andysisis based on the margina amount. Thus, the fisca impact would be less than $50.0. There
may be an offset, as current statute implies that the spouse and dependents of an incarcerated taxpayer are
not eigible for LICTR.

ADMINISTRATIVE IMPLICATIONS

Minimdl.
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