GENERAL INFORMATION

WHO MUST FILE

New Mexico Residents

You must file a New Mexico return if
you meet any of the following condi-
tions:

* You have to file a federal return.

*  You want to claim a refund of any
New Mexico state income tax with-
held from your pay.

* You want to claim any New Mexico
rebates or credits.

Members of the Armed Forces

If you are a member of the military and
were a resident of New Mexico at the
time of enlistment, and you have not
changed your state of residency, the
amount of your military pay that is sub-
ject to federal income tax is also sub-
ject to New Mexico income tax.

You are still a New Mexico resident if
your permanent home (domicile) was
in New Mexico when you entered the
military, and you kept New Mexico as
your home of record for military pur-
poses. File a New Mexico resident re-
turn even if you are presently serving
outside New Mexico.

Your military pay is not subject to New
Mexico income tax if your permanent
home (domicile) was in New Mexico
when you entered the military, but you
established a domicile in another state
and have changed your residency sta-
tus with the military.

Military pay of an enrolled member of
an Indian nation, tribe or pueblo is ex-
empt for periods in which the member’s
home of record is on the lands of that
Indian nation, tribe or pueblo.

Member of an Indian Nation, Tribe
or Pueblo

The income of Indians who worked, or
lived on, lands outside the Indian na-
tion, tribe or pueblo of which they are
members is subject to New Mexico
personal income tax.

Enrolled members of an Indian nation,
tribe or pueblo who lived on the lands
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of the Indian nation, tribe or pueblo
where they are members and whose
entire income was earned from work
on those lands do not need to file a
New Mexico income tax return. “En-
rolled member” includes the spouse or
dependent of an Indian member, pro-
vided the spouse or dependent lives and
works within the boundaries of the
member’s nation, tribe or pueblo. Lands
include formal and informal reserva-
tions, dependent Indian communities,
and Indian allotments, whether re-
stricted or held in trust by the United
States. Military pay of an enrolled mem-
ber is exempt for periods in which the
member’s home of record is on the lands
of the member’s Indian nation, tribe or
pueblo.

Retirement or pension income is ex-
empt only when the enrolled member
lives within the boundaries of the
member’s nation, tribe or pueblo, and
the retirement or pension is the result
of employment on the member’s Indian
nation tribe or pueblo. Retirement or
pension income from employment off
the lands of the nation, tribe or pueblo
may not be exempted.

Resident, Part-Year Resident, First-
Year Resident and Non-resident
Defined

Forincome tax purposes, your resident
status depends on where you were
domiciled during the tax year and
whether you were physically present
in New Mexico for a total of 185
days or more during the tax year. To
determine whether you were physically
present in New Mexico for a total of
185 days, count each day that you were
here for 24 hours. For example, a per-
son who resides in Texas but works in
New Mexico was physically presentin
New Mexico for 185 partial days dur-
ing the tax year. Because he was not
here for 24 hours for any day, he is not
aresident for New Mexico income tax
purposes. Note: the 185 days do not
have to be consecutive.

Your domicile is the place you intend
as your permanent home. Itis the state
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where your permanent home is located
and where you intend to return when-
ever you are away (as on vacation, busi-
ness assignment, educational leave or
military assignment).

You can have only one domicile.
Your New Mexico domicile is not
changed until you can show that you
have abandoned it and established a
new domicile outside the state of New
Mexico.

A change of domicile must be clear and
convincing. Easily controlled factors
are NOT the primary factors to consider
in deciding where you are domiciled. If
you move to a new location but intend
to stay there only for a limited amount
of time (no matter how long), your do-
micile does not change. If your domi-
cile is New Mexico and you go to a
foreign country for a business or work
assignment, or for study, research or
any other purpose, your domicile does
not change unless you show that you
definitely do not intend to return to New
Mexico.

For purposes of the income tax act,
you are a New Mexico resident if your
domicile was in New Mexico for the
entire year, or if you were physically
present in this state for a total of 185
days or more during the tax year, re-
gardless of your domicile. Residents
include persons temporarily resid-
ing in New Mexico who plan to re-
turn to their out-of-state residence
and who are physically present in
New Mexico for 185 days or more.
Included are students, persons vaca-
tioning in New Mexico, and those tem-
porarily assigned to work in New
Mexico. Military personnel temporarily
assigned to New Mexico who have es-
tablished residency outside New
Mexico are not New Mexico residents.
Spouses who accompany military per-
sonnel to New Mexico must report as
residents of New Mexico, regardless
of domicile, if they are physically
present in New Mexico for 185 days or
more.

You are a first-year resident if you
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moved to New Mexico during the tax
year with the intent of making New
Mexico your permanent place of resi-
dence. A first-year resident need not
have been physically present in New
Mexico for at least 185 days. A former
New Mexico resident who returns to the
state may file as a first-year resident if
that person has been a non-resident
for at least one full tax year.

A New Mexico part-year resident is
a person who was a New Mexico resi-
dent for part of the year and was not
physically present in New Mexico for
185 days or more, but, on December
31, was no longer domiciled in New
Mexico and had moved to another state,
intending to maintain domicile status
in that other state.

Part-year residents and first-year resi-
dents who change domicile during the
year are not residents of New Mexico
for income tax purposes for periods
when the taxpayer’s domicile is out-
side New Mexico. For example: if you
moved to New Mexico during the tax
year, intending to make New Mexico
your permanent place of residence,
your income is taxed as non-resident
for the period before your move to New
Mexico. Additionally, if you were a New
Mexico resident for fewer than 185 days
during the tax year, and on December
31 you moved to another state, intend-
ing to maintain domicile status in that
other state, your income is non-resi-
dent income for periods after your
change of abode.

You are a New Mexico non-resident if
you were not domiciled in New Mexico
for any part of the tax year and you
were not physically present in New
Mexico for at least 185 days. Military
personnel who are temporarily assigned
to New Mexico, but who have estab-
lished residence in another state,
should claim non-resident filing status.

Note: Except for certain military per-
sonnel and first-year residents, you
must indicate “R” in the Residency Sta-
tus box on page 1 of Form PIT-1 if you
were physically presentin New Mexico
for more than 185 days during the tax
year. Forincome tax purposes you are
a resident of New Mexico.
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Taxpayers Domiciled in Another
State and Filing Form PIT-1 as Resi-
dents of New Mexico. If you are re-
quired to file a New Mexico personal
income tax return as a New Mexico
resident, but you are also required to
file and pay tax to another state be-
cause your domicile is in another state,
complete Schedule PIT-B to allocate
and apportion your income to New
Mexico. Then, claim a credit for taxes
paid to another state on Form PIT-1,
line 16, for income claimed by both
states.

Refunds, Rebates and Credits

Even if you do not have to file a return,

you should file for a refund if New

Mexico income tax was withheld. You

also may qualify for one or more cred-

its or rebates offered by New Mexico.

The general qualifications for an in-

dividual claiming the rebates are:

» you were aresident of New Mexico
during the tax year, and

» you were physically presentin New
Mexico for at least six months dur-
ing the tax year, and

« you were not eligible to be claimed
as a dependent of another taxpayer
for the tax year and

« you were not an inmate of a public
institution for more than six months
of the tax year.

There are other eligibility requirements

for the various rebates and credits. For

details see specific instructions for

Schedule PIT-RC or the instructions for

line 19, Form PIT-1.

You may use Schedule PIT-RC if you
are eligible to claim the refundable
medical care credit for persons 65 or
older, or the film production tax credit.

Royalty Income of Non-residents

Non-resident taxpayers who elect to
compute tax on gross royalty income
under $5,000 in lieu of filing a complete
Form PIT-1 and Schedule PIT-B must
complete lines 1 through 5, 13, 14, 18,
and 20 through 34. The other lines must
be left blank. Write “royalty income”
next to line 13 on Form PIT-1. Enter
your total gross royalty income from
New Mexico sources on line 13 and
follow the instructions for lines 14, 18

and 20 through 34. You cannot reduce
your income by the standard deduc-
tion or exemption amounts when you
compute your tax in this way.

Representatives of Deceased Tax-
payers

If a taxpayer dies before filing a return
for 2006, the taxpayer’s spouse or per-
sonal representative may have to file
and sign a return for that taxpayer. A
personal representative can be an ex-
ecutor, administrator or anyone in
charge of the deceased taxpayer’s
property. If a taxpayer did not have to
file a federal return, but New Mexico
income tax was withheld, the represen-
tative files a New Mexico return to claim
a refund. File a joint New Mexico re-
turn if a joint federal income tax return
was filed for the deceased taxpayer and
the surviving spouse. The filing date is
the same as if the taxpayer had lived.
The person filing the return for the de-
ceased should put an “X” in the appro-
priate box on page 1, Form PIT-1, indi-
cating that the taxpayer or the
taxpayer’s spouse is deceased. Enter
the month, day and year of death.

Include a copy of the death certificate
or other proof of death if the return
shows an overpayment and you are a
surviving spouse, or if you are a suc-
cessor requiring the refund to be made
payable to the estate of the decedent.

If the return shows an overpayment, and
you are a court-appointed or certified
personal representative requiring the
refund to be made payable to you, en-
ter the claimant’s name and social se-
curity number. Attach Form RPD-
41083, Affidavit To Obtain Refund of
New Mexico Tax Due a Deceased Tax-
payer, to the taxpayer’s refund claim.
Include a copy of the death certificate
or other proof of death.

Pass-Through Entities and S Corpo-
rations

Partnerships and other pass-through
non-corporate entities, including limited
liability partnerships (LLP), limited li-
ability investment companies (LLIC) —
but excluding estates and trusts — are
not subject to New Mexico personal
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income tax, but individual members of
the partnership or company are. If the
entity has any partner or owner who is
a New Mexico resident, or if the entity
has any income from New Mexico
sources, it must provide each partner
or owner with the information necessary
to file a New Mexico personal income
tax return. A pass-through entity reports
and pays withholding tax on behalf of
all non-resident partners or owners hav-
ing New Mexico source income unless
the partner or owner has completed
Form PTE-TA assuming responsibility
for filing a New Mexico personal income
tax return. See the instructions for Form
PTE for details on pass-through entity
filing requirements.

Estates and Trusts

Estates and trusts are subject to the
New Mexico personal income tax. Ex-
cept for grantor trusts, the fiduciary for
an estate or trust files Form FID-1, Fi-
duciary Income Tax Return. See the
instructions for Form FID-1 for more
details. Each beneficiary of an estate
or trust includes his or her share of the
estate or trust income on the New
Mexico personal income tax return even
if the estate or trust itself was not re-
quired to file Form FID-1.

Community Property and Division of
Income

New Mexico is a community property
state, and all assets and liabilities ac-
quired during a marriage are the com-
munity property of both spouses, un-
less the property is separate property.
Debt established during a marriage is
the liability of both spouses, even after
the marriage is dissolved. Debt estab-
lished before or after a marriage is con-
sidered separate debt, and only 50% of
community property may be pursued to
clear separate debt.

When a couple files Married Filing Sepa-
rately, 50% of community income and
all of separate property is claimed on
each spouse’s return. A spouse may
not have to report half of certain com-
bined community income (e.g., wages,
salaries, professional fees, pay for pro-
fessional services, partnership income,
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trade or business income and Social

Security benefits) if all of the following

conditions exist:

*  You and your spouse lived apart all
year;

*  You and your spouse did not file a
jointreturn;

*  You and your spouse had wages,
salaries, and professional fees that
are community income; and

*  You and your spouse did not trans-
fer, directly or indirectly, any of the
wages, salaries or professional fees
between you during any part of the
year.

Report half the total of all other types of
community income (dividends, rents,
royalties or gains) if you meet all of the
above criteria. See FYI1-310, Commu-
nity Property, Divorce, Separation and
Your New Mexico Income Tax, for fur-
ther details.

For married persons filing separate,
persons separated or divorced during
the year, or married persons filing joint,
claiming the exemption for income of
persons 100 years or older, both your
New Mexico and federal returns MUST
reflect a correct division of community
and separate income and payments.
If your income and payments are not
evenly distributed, attach a copy of a
statement reflecting a correct division
of community and separate income and
payments.

See also the instructions for Schedule
PIT-B, for allocation and apportionment
rules for the community property, when
one spouse is a resident (but not both
spouses), the couple is filing a joint re-
turn, and they have income from
sources both in and out of New Mexico.

Innocent or Injured Spouse Relief,
Separation of Liability and Equitable
Relief

If you believe a joint federal tax liability
should be paid solely by your spouse
due to an understatement of tax, divorce
or separation, you may be able to claim
Innocent Spouse Relief, Separation of
Liability or Equitable Relief from the In-
ternal Revenue Service. If you file a joint

tax return and all or part of your portion
of the overpayment (community prop-
erty) was or is expected to be applied
(offset) to your spouse’s legally enforce-
able past-due liability, you may be able
to claim Injured Spouse Relief from the
Internal Revenue Service. Please refer
to IRS Publications 971, Innocent
Spouse Relief (And Separation of Li-
ability and Equitable Relief) and Publi-
cation 504, Divorced or Separated Indi-
viduals.

Although state law prohibits the Depart-
ment from forgiving state taxes due, the
Department Secretary has the discre-
tion to decline to bring collection action
against an “innocent or injured spouse”
when it is unfair to hold that spouse li-
able. When relief is granted in writing
by the IRS, the spouse receiving the
relief may provide the documentation of
the relief to the Department and request
that the Department decline to bring or
to cease collection action against them
to the extent they are granted relief by
the IRS.

Additionally, you may request from the
Secretary that collection action not to
be brought against you for:

* liabilities established by your
spouse when the income that es-
tablished the liability was not
claimed as community property;

e your portion of community property
that is expected to be offset to clear
the spouses’ separate debt, or

* business related debt, when you
can show that you had no knowl-
edge of the business, did not ben-
efit from the business and that the
income from the business was not
claimed as community property.

To request relief from the Department,
submit a written request to Taxation and
Revenue Department, P.O. Box 630,
Santa Fe, NM 87504-0630, or to your
local district office. The addresses of
the District Offices are behind the front
cover of the Personal Income Tax Form
Packet. Do not attach the request for
relief with your New Mexico Personal
Income Tax Return. You must provide
proof that you qualify for relief.
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FILING METHODS

New Mexico offers taxpayers the choice
of filing their tax returns in the traditional
paper format or using computers to file
electronic returns. We describe the
options below to assist you in choos-
ing the method that makes filing your
New Mexico PIT return most convenient
for you.

The Department encourages all tax-
payers to file electronically when-
ever possible. Electronic filing is fast
and secure. It provides the fastest turn-
around for a refund and saves tax dol-
lars, costing less to process than a
paper return. Taxpayers who file and pay
electronically receive an extension of
the filing deadline to April 30, 2007. The
filing deadline is April 16, 2007, for all
other taxpayers. See WHEN AND
WHERE TO FILE AND PAY on page 8
for details.

Paper Forms

1) TRD provides hard-copy New
Mexico tax forms to fill out by hand
and mail back to the Department. These
forms are in the personal income tax
packet mailed to taxpayers. You can
also ask for them at the TRD local of-
fices listed inside the front cover. Some
local libraries also may carry supplies
of New Mexico tax forms.

2) You may download tax forms us-
ing Adobe Acrobat from TRD’s Internet
web site, where you will find personal
income tax forms you can print and mail
to TRD. TRD’s web address is:
www.state.nm.us/tax. Click on “indi-
viduals” or “forms” on the home page.

3) You can buy software to complete
your income tax return on your personal
computer (PC). You can then print and
mail the tax return to TRD.

Caution: Submit only high-quality,
printed, original forms to the Depart-
ment. A poor print or photocopy of a
form obtained from our web site or an
approved software product will delay the
processing of your return and your re-
fund, credit or rebate.

File Returns on Approved State
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Forms. Always submit Personal In-
come Tax Returns on official state forms
provided or approved by the Department.
If you use a software product to gener-
ate your forms, the Department must
first have approved the software com-

pany.

Computer-generated Returns. The
New Mexico Taxation and Revenue
Department approves companies who
follow specifications and format require-
ments for the printed form. Acceptance
of the software company does not im-
ply endorsement by the Department or
assurance of the quality of services pro-
vided. See the list of approved software
developers and vendors on the TRD web
site, www.state.nm.us/tax. Click on
“Tax professionals” and select “2006
New Mexico Form Vendors”, or call
(505) 827-1746.

When using any computer-generated
personal income tax form, you must
comply with the printing and legibility
requirements of the software developer.
Hint: If your printer can print a logo
clearly, then it can print a quality tax
form.

Reminder: Never submit a photocopy of
the form the software generates. Always
submit the original computer-generated
form and retain a copy for your records.

Electronic Filing

TRD offers two ways to file your PIT re-
turn electronically, both allowing you to
file either a refund return or a tax-due
return. File electronic returns through
TRD’s Internet web site or the Federal/
State Electronic Filing Program.

Please note certain restrictions on who
may file and the types of returns eli-
gible for electronic filing. The TRD and
IRS web sites listed below contain in-
formation about the personal income tax
electronic filing options. There are In-
ternet browser requirements for filing
over the Internet. Details of these re-
quirements are available at the TRD and
IRS web sites. If you plan to have a pro-
fessional tax preparer file your return
electronically, you may contact him or
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her for more information.
1) Using TRD’s Internet Web Site

If you have access to the Internet from
a personal computer (PC), free elec-
tronic filing is available on TRD’s web
site at the following address:

www.state.nm.us/tax

Atthe TRD web site click on “e-file PIT-
Net”. For security purposes, you will be
required to build an online profile and
login to the Unified Login Service to
access PIT-NET. Enter your tax return
information. Our Internet site prompts
you on how to send your return elec-
tronically. To file your return success-
fully, read and follow all PIT-NET in-
structions. You will be able to print a
copy of your return information for your
own records, but do not mail a copy of
the PIT-NET return to TRD. You will re-
ceive a confirmation number as proof
and verification that the Department has
received and accepted your return. /f
you do not receive a confirmation num-
ber, you must try again.

If you are due a refund, you may choose
to receive a check or have the refund
deposited directly into your checking or
savings account. If you owe tax, you
may pay via our web site using a credit
card or electronic check, or you may
mail a check or money order to TRD
with a PIT-PV Payment Voucher. Malil
the PIT-PV to the New Mexico Taxation
and Revenue Department, P.O. Box
8390, Santa Fe, NM 87504-8390. Make
your check or money order payable to
New Mexico Taxation and Revenue
Department.

NOTE: There is a 2.2% convenience
charge if you pay by credit card. The
fee reimburses the state for fees the
credit card companies charge. There is
no charge for an electronic check.

2) Using the Federal/State Elec-
tronic Filing Program (Fed/State)

The Fed/State program, administered by
the IRS, permits you to file your federal
and state tax returns together or sepa-
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rately through electronic transmission.
You may choose to file a Fed/State re-
turn through an online home filing pro-
gram on a personal computer or through
a professional tax preparer.

Fed/State Online Home Filing Pro-
gram. This method of filing requires
access to the Internet. You can reach
companies offering Fed/State e-file ser-
vice and tax preparation software
through the Internet. You can also pur-
chase over-the-counter software.

The IRS has partnership agreements
with companies to encourage electronic
filing. Alist of companies providing tax-
preparation software and Fed/State e-
file opportunities, including descriptions
of their products, services, and cost, is
available on the IRS web site. The IRS’s
e-file Provider Page lists companies
participating in free Internet filing avail-
able to low income and other qualified
individuals. For more information regard-
ing the Fed/State e-file program partici-

Regardless of which federal form you
file, everyone who files a New Mexico
personal income tax return must com-
plete and file a Form PIT-1, New
Mexico Personal Income Tax Re-
turn. Depending on your residency sta-
tus and your own personal situation,
other forms and schedules may be nec-
essary.

File Schedule PIT-S only if your quali-
fying dependent exemptions exceed
four. Enter the first four dependents on
line 5 of 2006 Form PIT-1. Additional de-
pendent exemptions must be entered
on Schedule PIT-S.

Complete the 2006 Schedule PIT-ADJ
and attach it to Form PIT-1 if you are
required, or eligible, to make New
Mexico adjustments to income.

File Schedule PIT-ADJ if you have any

of the following additions to federal ad-

justed gross income:

* interest and dividends from federal
tax-exempt bonds;

* anetoperating loss;

« contributions refunded when closing
a New Mexico-approved Section 529
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pants, visit the IRS web site at the fol-
lowing address:

www.irs.gov

If you choose to use one of these ser-
vices to e-file your state return, check
that the software company supports
New Mexico Personal Income Tax 2006
Electronic Filing, and that the New
Mexico Taxation and Revenue Depart-
ment has approved it. Visit the TRD web
site for a list of approved software com-
panies at the following address:
www.state.nm.us/tax. Click on “tax pro-
fessionals” and click on 2006 New
Mexico Approved Fed/State Software
Developers.

The New Mexico Taxation and Revenue
Department approves companies who
follow specifications and format require-
ments for the transmission file. Accep-
tance of the software company does not
imply endorsement by the Department
or assurance of the quality of its services.

REQUIRED FORMS AND ATTACHMENTS

college savings plan account, or

e certain contributions rolled out of a
New Mexico-approved Section 529
college savings plan account.

File Schedule PIT-ADJ if you received

any of the following income not taxable

by New Mexico or if you qualify for one
or more of the following deductions or
exemptions:

* interest and dividend income on New
Mexico state and local bonds;

* a New Mexico net operating loss
carryover;

* interest income from U.S. Govern-
ment securities;

* railroad retirementincome not taxable
by New Mexico;

* you or your spouse, or both, are mem-
bers of an Indian nation, tribe or
pueblo with income earned on the
lands of that nation, tribe or pueblo;

* yOu Or your spouse, or both, are age
100 or over and you are not depen-
dents of another taxpayer;

* yOu Or your spouse, or both, are age
65 or over or blind and your adjusted
gross income is not over $51,000 for
ajoint return, $28,500 for a single tax-
payer, or $25,500 for married taxpay-
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Caution: When paying your taxes
through the Fed/State program, you
may make payment to both the IRS
and to the State of New Mexico.
Follow the correct instructions for
making payment to the proper tax-
ing authority. Do not combine pay-
ments to the IRS and to the State of
New Mexico. You may also pay tax
separately to New Mexico over the
Internet through the TRD web site
or by submitting a check with a
Form PIT-PV.

Fed/State electronic filing by a pro-
fessional tax preparer. Fed/State elec-
tronic filing service is also available
through tax professionals who meet IRS
and TRD qualifications for acceptance
into the Fed/State program. Ask your
professional tax preparer whether he or
she has Fed/State approval. Profes-
sional preparers usually charge for their

services.

ers filing separately;

» you have adopted a special needs
child;

 you have a New Mexico Medical Care
Savings account;

« you contribute to a New Mexico-ap-
proved Section 529 college savings
plan;

» you had net capital gains for which
you can claim a deduction of up to
$1,000, or 40% of your net capital
gains, whichever is greater, or

* you are a non-resident for all or part
of the tax year and you have military
wages or salary earned in New
Mexico while a non-resident;

* you or your spouse -- or both -- are
age 65 or over and you have
unreimbursed or uncompensated
medical care expenses of $28,000 or
more for yourself, your spouse or de-
pendents;

* you, your spouse or dependents have
expenses related to donating human
organs for transfer to another person;

* you are a member of the New Mexico
National Guard and received a reim-
bursement from the Service Member’s
Life Insurance Reimbursement Fund,
or
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* you received the 2005 income tax en-
ergy rebate and are required to report
all or a portion of the rebate as in-
come on your 2006 federal income

tax return.

File Schedule PIT-CR if you wish to
claim any of the following non-refund-
able credits:

* Cultural Property Preservation Credit
or Business Facility Rehabilitation
Credit, for rehabilitating a historic
structure or a qualified business fa-
cility;

* Credit for Welfare-to-Work Program,
for certain businesses that qualify for
federal jobs credit;

* Rural Job Tax Credit for employers
who create additional jobs in specific
areas;

» Technology Jobs Tax Credit for ex-
penses in conducting research;

* purchase of an Electronic-Card Read-
ing Equipment for age verification;

« Job Mentorship Tax Credit for employ-
ing youth participating in a school-
sanctioned, career-preparation edu-
cation program;

e Land Conservation Incentives Credit
for donations of land or interest in land
certified as eligible for treatment as a
qualified donation for conservation
purposes, by the Secretary of Energy,
Minerals and Natural Resources;

¢ Affordable Housing Tax Credit for per-
sons who have invested in an approved
affordable housing project by the
Mortgage Finance Authority, or

* Solar Market Development Tax Credit
for individuals who have purchased
and installed certain qualified photo-
voltaic or solar thermal systems in
their residence, business or agricul-
tural enterprise.

The PIT-RC, Rebate and Credit
Schedule is a separate schedule used
by Form PIT-1 filers to claim any of the
following refundable credits:

* Low Income Comprehensive Tax Re-
bate;

 Property Tax Rebate (for low-income
persons 65 or older);

» Additional Low Income Property Tax
Rebate for Los Alamos county resi-
dents;

* Child Day Care Credit;

* Refundable medical care credit for per-
sons 65 years of age or older, or

PIT-1

¢ Film Production Tax Credit.

The PIT-B, Allocation and Apportion-
ment Schedule is filed with Form PIT-
1 to allocate and apportion income from
sources (employment, business or
property) inside and outside New
Mexico.

The PIT-D, Voluntary Contributions
Form must be attached to Form PIT-1
if you wish to contribute to one or more
of the voluntary contribution funds from
arefund on your return.

New Mexico and Federal Extension
of Time To File. Complete line 3 of
Form PIT-1 if you have an approved state
or federal extension. Please DO NOT
attach a copy of a federal extension re-
quest that is automatically granted, or
a copy of an approved state extension.
See also Extension of Time To File on
page 9 of these instructions. If the In-
ternal Revenue Service grants an addi-
tional extension, attach a copy of the
approved additional federal extension.

If you qualify for a federal or state ex-
tension for military personnel deployed
in a combat zone, special instructions
and backup are required. See publica-
tion FY1-311, Military Extensions for New
Mexico Personal Income Tax, for de-
tails.

If you qualify for a special federal ex-
tension, you should refer to the Depart-
ment web page to determine whether
New Mexico offers a similar extension
and how you may take the extension.

PIT-PV Payment Voucher. If your re-
turn shows a balance due, and you
choose to pay by mail or delivery to one
of our local offices, you will need to com-
plete Form PIT-PV. Include it with your
check or money order. Also include
Form PIT-PV when submitting your pay-
ment with your return. Write your so-
cial security number and the tax year
on all checks.

PIT-ES Estimated Income Tax Pay-
ment Voucher. To make estimated tax
payments by mail or delivery, you will
need to complete Form PIT-ES. Include
it with your check or money order.
Please do not mail estimated payments
with your PIT-1 tax return.
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The total amount you must pay for tax
year 2006 through withholding and es-
timated tax is the lesser of:

1. 90% of the tax shown on your tax
year 2006 return, or

2. 100% of the tax shown on your tax
year 2005 return. If you did not file a
2005 return, or your 2005 return did not
cover a full 12 months, you must pay
90% of the tax shown on your tax year
2006 return through withholding and es-
timated tax to avoid penalty.

You do not have to pay estimated tax if
you expect to owe less than $500 after
deducting tax withheld.

For more information, see the instruc-
tions for PIT-ES, Estimated Income Tax
Payment Voucher.

Amended Returns

Any change to New Mexico taxable in-
come, credits or rebates, and changes
to federal taxable income require an
amended New Mexico personal income
tax return for the same year. For tax
years beginning on or after January 1,
2006, but not after December 31, 2006m
an amended return must be filed on
Form 2006 PIT-X. If the New Mexico
amended return reports changes as the
result of filing an amended federal re-
turn, attach copies of the applicable fed-
eral forms and schedules. In all other
cases, attach an explanation of the
changes. NOTE: The law requires an
amended New Mexico return to be filed
within 90 days of the date an adjust-
ment to your federal return becomes fi-
nal.

For tax years beginning on a date dur-
ing the 2005 calendar year, an
amended return must be filed on Form
2005 PIT-X. For tax years beginning
prior to January 1, 2005, file amended
returns using the form for the appropri-
ate tax year. Mark the “amended” check
box or write “Amended” at the top of
the form if no check box is present on
the form. For tax years prior to 2005,
do not file an amended return on
Form PIT-X even if the instructions for
the tax year indicate the PIT-X should
be filed. The Department cannot accept
areturn filed on Form PIT-X for a year

www.state.nm.us/tax




prior to January 1, 2005.

When completing an amended return,
please follow these instructions care-
fully.

Attach schedules PIT-S, PIT-ADJ, PIT-
RC, PIT-B, PIT-CR or PIT-D eveniif the
amounts did not change. You do not
need to file forms W-2 and similar infor-
mation forms unless you are amending
your New Mexico return to change the
amount of withholding reported.

Other Forms or Attachments You
May Have To File

All annual information returns and
withholding statements. Attach to
your PIT-1 a copy of all annual infor-
mation returns and withholding
statements showing income and New
Mexico income tax withheld. Include all
federal Form(s) W-2, 1099, 1099-MISC,
1099-R, W-2G, and New Mexico
Form(s) W-K, New Mexico Income and
Withholding from Pass-Through Entities
and RPD-41285, Annual Statement of
Withholding of Oil and Gas Proceeds.

IRS Approval for an ITIN. If you or
your spouse is unable to obtain a so-
cial security number and you applied
for and received an ITIN (Individual Tax-
payer Identification Number) from the
IRS, submit a copy of the IRS approval
documentation. The Department cannot
process a refund with an ITIN without
proof of a valid Individual Taxpayer Iden-
tification Number. If you are filing a joint
non-resident federal return, and your
spouse is not required to have an SSN
or ITIN, you must submit a copy of your
federal non-resident return.

Attach Federal Form(s) 8886, if re-
quired -Mark the indicator box on Form
PIT-1 and attach a copy of federal
Form(a) 8886, Reportable Transaction
Disclosure Statement, if it is required
to be attached with your federal per-
sonal income tax return. See page 15
of the instructions for Form PIT-1 for de-
tails.

A Statement of Division of Commu-
nity and Separate Income and Pay-
ments. Attach a statement reflecting a
correct division of community and sepa-

PIT-1

rate income and payments if:

* you are married and filing separate
returns,

* you divorced during 2006,

* you claim the exemption for income
of persons 100 years or older, or

* you or your spouse, but not both, is
a resident of a community property
state,

and your income and payments are not
evenly distributed.

Community property states are: New
Mexico, Arizona, California, Idaho, Loui-
siana, Nevada, Texas, Washington and
Wisconsin.

Form RPD-41083, Affidavit To Obtain
A copy of a death certificate or other
proof of death must accompany the PIT-
1 return when a refund is due and the
primary taxpayer or the spouse died dur-
ing the tax year of the return.

Refund of New Mexico Tax Due a
Deceased Taxpayer, is used to claim
arefund for a deceased taxpayer when
the refund is paid to the order of a per-
son other than the surviving spouse or
the estate of the deceased. A copy of a
death certificate or other proof of death
must be attached.

In the first year in which a taxpayer
claims a deduction for a Special Needs
Adoption, attach Certification from the
Human Services Department or a
licensed child placement agency
that the adopted child is under eighteen
years of age and meets the definition of
a “difficult-to-place-child” as defined in
Subsection B of Section 32A-5-44
NMSA 1978.

Attach Form PIT-4, Preservation of
Cultural Properties Credit, and related
Historic Preservation Division Certi-
fication to claim the Cultural Prop-
erty Preservation Credit on Sched-
ule PIT-CR.

Form PIT-5, Qualified Business Facil-
ity Rehabilitation Credit, is needed to
claim the Business Facility Rehabili-
tation Credit for building renovations
within New Mexico enterprise zones.

Attach Certification from the New

Mexico Department of Labor to
claim the Credit for Welfare-to-Work
Program.

Rural Job Tax Credit requires the Rural
Job Tax Credit Claim Form, RPD-
41243.

Technology Jobs Tax Credit requires
the Technology Jobs Tax Credit Claim
Form, RPD-41244.

Credit for Electronic Card-Reading
Equipment requires certification by the
taxpayer. Complete Form RPD-41246.

Job Mentorship Tax Credit requires
Form RPD-41281, the Job Mentorship
Tax Credit Claim Form, and a Form
RPD-41280, Job Mentorship Tax Credit
Certificate, for each qualified student the
taxpayer employed during the tax year.

To claim the Land Conservation In-
centives Credit, attach Form RPD-
41282, Land Conservation Incentives
Tax Credit Claim Form and the letter
received from the Energy Minerals
and Natural Resources Department
certifying treatment as a qualified do-
nation.

The Affordable Housing Tax Credit
requires Form RPD-41301, Affordable
Housing Tax Credit Claim Form and a
copy of the voucher issued by the
Mortgage Finance Authority.

The Solar Market Development Tax
Credit requires Form RPD-41317, So-
lar Market Development Tax Credit
Claim Form.

The Film Production Tax Credit is
reported on Schedule PIT-RC and re-
quires the Film Production Tax Credit
Claim Form, RPD-41228.

If you claim the additional low-in-
come property tax rebate for Los
Alamos County residents and the
address on your Form PIT-1 is not a
Los Alamos County address, provide a
copy of your property tax statement
for the Los Alamos County property.

To claim the New Mexico Child Day
Care Credit on Schedule PIT-RC, sub-
mit a copy of Form PIT-CG, Caregiver’s
Statement.
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Attach 2006 Form RPD-41272, 2006
Calculation of Estimated Personal In-
come Tax Underpayment Penalty, if you
qualify for, and have elected to use, an
alternative method of computing
penalty on estimated payments, and
you marked the box on line 31, Form
PIT-1.

Attach Other States’ Forms only when
claiming credit for taxes paid to another
state on Form PIT-1 by a New Mexico
resident, first-year resident or part-year
resident on income taxable in both New
Mexico and another state.

Tax Credit for Certain Venture Capi-
tal Investments. If your federal ad-
justed gross income includes a “quali-
fied diversifying business net capital
gain” from the sale of “qualified diversi-
fying business stock” on or after July 1,
2000, and you are in full compliance with
all provisions of the New Mexico Ven-
ture Capital Investment Act, contact
(505) 827-1746 for details on claiming
the tax credit allowed by that Act.

Form PIT-110, Adjustments to New

File your return as soon as you have all
the necessary information, but not later
than the filing deadline of APRIL 16,
2007. If you file or pay late, you may
have to pay penalties and interest.
See Penalties and Interest on page 9.
The due date for fiscal-year taxpayers
is the 15th day of the fourth month fol-
lowing the close of their fiscal year.

If you file and pay your tax electroni-
cally either through our web site, a per-
sonal computer or a tax professional,
your filing deadline is APRIL 30, 2007.
To avoid penalty or interest you must
file your return and pay your tax elec-
tronically. Your electronically filed return
and payment of tax due must be trans-
mitted on or before April 30, 2007. The
electronically filed return and electronic
payment may be made separately to
qualify. See Electronic Filing on page 4
and Making Payment Through the
Internet on page 9 for a description of
electronic filing and payment methods.
Please note that the April 16 deadline

PIT-1

Mexico Income Worksheet, is for a
non-resident whose job is located in this
state but requires temporary assignment
outside New Mexico.

The Schedule CC, Alternative Tax
Schedule, is for non-residents who
qualify to pay tax using an Alternative
Tax Method.

Form PIT-8453, 2006 Individual In-
come Tax Declaration For Electronic
Filing And Transmittal. An individual,
a paid tax preparer, an Electronic Re-
turn Originator (ERO) or other third-party
transmitter, who electronically transmits
a New Mexico personal income tax re-
turn using a tax software program ei-
ther on a personal computer or through
the New Mexico web site (PIT-NET),
must complete Form PIT-8453 and
maintain in his records the taxpayer’s
signature(s).

Generally, Form PIT-8453 does not need
to be sent to the Department, but if the
return generates a refund of $9,500 or
more, or certain additional paper sched-
ules or attachments are required, Form

WHEN AND WHERE TO FILE AND PAY

holds for paper returns.

For a faster refund file your return elec-
tronically and/or file before March 15,
2007.

Mail refund returns and returns with-
out a payment attached to:

Taxation and Revenue Department
P.O. Box 25122
Santa Fe, NM 87504-5122

Mail returns with a payment at-
tached to:

Taxation and Revenue Department
P.O. Box 8390
Santa Fe, NM 87504-8390

A mailed New Mexico income tax re-
turn and tax payment are timely if the
United States Postal Service postmark
on the envelope bears a date on or be-
fore the due date. If the due date falls
on a Saturday, Sunday, state or national
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PIT-8453 must be submitted to the De-
partment. If you must submit Form PIT-
8453 to the Department, Form PIT-1 and
Schedules PIT-S, PIT-ADJ, PIT-RC, PIT-
B, PIT-D and PIT-CR should not be in-
cluded. Form PIT-8453 authorizes the
electronic transmission of the tax re-
turn, authenticates the electronic por-
tion of the return and provides a trans-
mittal for additional supporting docu-
mentation. See the instructions to Form
PIT-8453 to determine when the PIT-
8453 must be submitted to the Depart-
ment. In general, if the document is in-
cluded in Other Forms or Attachments
You May Have To File, beginning on
page 7 of these instructions, you will
need to submit the paper documenta-
tion with Form PIT-8453 to the Depart-
ment. PIT-NET will prompt you when to
submit Form PIT-8453 and supporting
documentation.

Federal Forms and Schedules. The
Department may require you to furnish
a true and correct copy of your federal
income tax return and attachments.

legal holiday, the tax return is timely
when the postmark bears the date of
the next business day. Delivery through
a private delivery service is timely if the
date recorded or marked by the private
delivery service is on or before the due
date.

Making Payment by Check

Whether you submit your payment with
or without your tax return, complete PIT-
PV, Income Tax Payment Voucher.
Write your social security number and
“2006 PIT-1” on your check or money
order. Make the check or money order
payable to New Mexico Taxation and
Revenue Department.

If you make an estimated payment,
complete PIT-ES, Estimated Income
Tax Payment Voucher. Write your so-
cial security number and “2007 PIT-ES”
on the check or money order.
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Separating Payments of Tax Due
and Estimated Payments. Please do
NOT combine payments for tax due on
your 2006 return and payments of your
2007 estimated income tax liability on
the same check or money order. If you
combine payments, it is likely they will
not be credited to your account in the
way you would wish.

Mailing Address for Payments. Mail
payment and PIT-ES, Estimated In-
come Tax Payment Voucher, or pay-
ment and PIT-PV, Income Tax Payment
Voucher, to a separate post office box.

Mail PIT-ES and PIT-PV payments to:

Taxation and Revenue Department
P.O. Box 8390
Santa Fe, NM 87504-8390

Making Payment Through the Inter-
net

Using PIT-NET, you may make tax pay-
ments via credit card. A convenience
fee of 2.2% is required to use this ser-
vice. The fee is charged to reimburse
the Department for charges paid to the
credit card company.

You may also pay by electronic check
at no charge. Your electronic check
authorizes the Taxation and Revenue
Department to debit your checking ac-

Interest:

Interest accrues on income tax that is
not paid on or before the due date of
your return even if you receive an ex-
tension of time to file. Interest is a
charge for the use of money and by law
cannot be waived. Interest is calculated
at the statutory rate of 15% per year,
computed on a daily basis.

If you are due a refund, you may be
entitled to interest on your overpayment
at the same rate charged for underpay-
ments, but only under certain condi-
tions. The Department shall pay no in-
terest if the refund is made within 55
days of the date of the claim for refund,
if the interest is less than $1.00, or if
your return cannot be processed. For
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count in the amount and on the date
you specify. Directions are available on
the web site. Visit www.state.nm.us/tax,
click on E-services.

Extension of Time to File

New Mexico recognizes and accepts
an Internal Revenue Service automatic
extension of time to file. If you have
obtained the federal six-month auto-
matic extension by filing Form 4868, Ap-
plication for Automatic Extension of
Time To File U.S. Individual Income Tax
Return for tax year 2006, you have six
months (through October 15th) to file
your New Mexico return. Beyond the
six months, however, you are required
to obtain approval through the state.

If you expect to file your federal return
by the original due date or by the six
month automatic extension of time to
file allowed by the IRS, but need addi-
tional time to file your New Mexico re-
turn, ask for an extension of time by
filing New Mexico Form RPD-41096,
Extension of Time To File. File Form
RPD-41096 on or before the April 16,
2007, due date. You do not need to at-
tach an approved state extension to
your return.

Special instructions and backup are
required if you are granted a federal
extension, or state extension for mili-

PENALTIES AND INTEREST

processing to take place, your return
must show your name, address, social
security number, signature and the in-
formation needed to mathematically
verify your tax liability.

Negligence Penalty for Late Filing
or Late Payment. If you file late and
owe tax, or if you do not pay your tax
when due, you will receive a penalty of
2% of the tax due for each month or
part of a month the return is not filed or
the tax is not paid, to a maximum of
10%.

This penalty applies when your failure
to file or pay is because of negligence
or disregard of the rules and regulations
but without intent to defraud.
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tary personnel deployed in a combat
zone. See publication FYI-311, Military
Extensions for New Mexico Personal
Income Tax, for details. Mark in red at
the top of the return the type of exten-
sion for which you qualify. Check the
extension indicator box on line 3 of Form
PIT-1 and enter the date the extension
expires. The state extension requires
you to attach Form DD 214.

If you qualify for a special federal ex-
tension, you should refer to the Depart-
ment web page to determine whether
New Mexico offers a similar extension
and how you may take the extension.

An extension of time to file your re-
turn does NOT extend the time to
pay. If tax is due, interest continues to
accrue. Therefore, if you expect to owe
more tax when you file your return, the
best policy is to make a payment us-
ing a payment voucher and avoid the
accrual of interest on that amount.

Please make sure you put the correct
tax year on both the PIT-PV Income Tax
Payment Voucher and your check or
money order. This minimizes the
chance that your payment will be cred-
ited to the incorrect tax period. Report
the amount of any payment(s) on line
23 of Form PIT-1 when the return is ac-

tually filed.

Fraudulent Returns

Civil Penalties:

In the case of failure to pay when due
any amount of required tax with willful
intent to evade or defeat any tax, a civil
penalty of 50% of the tax due will be
charged. The minimum penalty is
$25.00.

Any person who willfully causes or at-
tempts to cause the evasion of another
person’s obligation to report and pay tax
may be assessed a civil penalty in an
amount equal to the amount of the tax,
penalty and interest attempted to be
evaded.
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Criminal Penalties:

A person who willfully attempts to evade
or defeat any tax or the payment of the
tax is guilty of a felony and upon con-
viction may be fined between $1,000 and
$10,000, orimprisoned between one to
five years, or both, together with costs
of prosecution. This penalty is in addi-
tion to other penalties provided by law.

*Any person who willfully, with intent to
evade or defeat the payment or collec-
tion of any tax:

« falsifies any return, statement or other

document,

willfully assists, procures, advises or

counsels the filing of a false return,

statement, or document,

« files any return electronically, know-
ing the information on the return is
not true and correct as to every ma-
terial matter, or

* removes, conceals or releases or aids
in the removal, concealment or re-

Information and Forms. For general
information on New Mexico income

taxes call (505) 827-0827.

Order forms by calling (505) 827-2206.

If you want to write, please address
your letter to Taxpayer Information Unit,
Taxation and Revenue Department,
P.O. Box 630, Santa Fe, NM 87504-

0630.

If you order forms or write for informa-
tion after April 1, you should not rely
on receiving the forms or a response to

your correspondence before April 16.

Forms and instructions are also avail-

lease of any property on which levy

is authorized by the Department
is guilty of a felony and subject to crimi-
nal penalties. Upon conviction, criminal
penalty may be imposed of not more
than $5,000 or imprisonment of not less
than six months or more than three
years, or both, together with costs of

prosecution.

Penalty for Underpayment of Esti-
mated Tax. If your 2006 withholding and
estimated tax payments do not equal
the “Required Annual Payment” of (1)
100% of the prior-year tax liability, or
(2) 90% of the current-year tax liability,
you may be subject to penalty. The law
provides some exceptions to the pen-
alty. For more information on excep-
tions, see instructions for PIT-ES.

The Department will calculate and as-
sess the penalty if you have not made
the required annual payment. You may
provide additional information if you be-

CONTACTING THE DEPARTMENT

able on our Internet Home Page. Our
address is:

www.state.nm.us/tax

Need Help with Your Return?
Contact your local district office or call
(505) 827-0827 for general assistance

with filing your return and for tax help.

Assistance in preparing your tax return
may be available from:

* Volunteer Income Tax Assistance
(VITA) and Tax Counseling for the Eld-
erly (TCE). Volunteers give free or
low-cost help to lower-income, eld-
erly, and disabled individuals. Watch
for VITAand TCE information in your

lieve the penalty to be in error.

Returned Check Penalty. A check that
is not paid by a financial institution does
not constitute payment. A penalty of $20
will be assessed for a bad check in
addition to other penalties that may
apply to late payment.

Failure of Paid Preparers to Con-

form to Certain Requirements. Apen-

alty of $25 per return or claim for refund

will be assessed a paid preparer who:

« fails to sign the tax return or claim for
refund, or

« fails to include the identifying num-
ber of the paid preparer. See instruc-
tions for Step 6, page 24.

The law provides for a penalty of
$500 per item against any tax return
preparer who endorses or otherwise
negotiates, either directly or through
an agent, any refund check issued
to a taxpayer.

community for the site nearest you.
* Some senior citizens’ centers. Con-
tact the center for dates and times.
* Some social service agencies. They

either provide assistance or direct
you to other free or low-cost tax

preparation assistance programs.
* Department district offices. They of-

fer tax information and forms, and can
direct the low-income and elderly to

local tax-preparation assistance.
* Software preparation services or a tax
preparer.

Contact our web site for brochures on
tax assistance for senior citizens and

low-income filers.

NOTE: When To Call About Your Refund. Generally, electronically filed returns claiming a
refund are processed within four weeks. A paper return received in the Department early in
the tax season takes six to eight weeks. If you file a paper return after March 15, you may not
receive your refund for up to 12 weeks. If you have to call to ask where your refund check is,
please wait until sufficient time has passed for the Department to process your refund claim,
then call (505) 827-0827. Have a copy of your tax return available when you call. Be prepared

with your social security number(s).

PIT-1
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KEEP COPIES OF YOUR TAX
RECORDS AND RETURNS. Please
remember to keep a copy of your com-
pleted income tax return for at least ten
years after you file it. Keep copies of
books, records, schedules, statements
or other documents. The Department
may ask you to provide copies of these
records after you have filed your income
tax return.

Privacy Notification

The rights of the Taxation and Revenue
Department and the Secretary of the
Department to collect and maintain per-
sonal information, including mandatory
disclosure of social security numbers
in the manner required by tax regula-
tions, instructions and forms, are in
Section 7-1-12 NMSA 1978 and
3.1.1.15NMAC.

The Taxation and Revenue Department
uses this information primarily to deter-
mine and administer state tax liabilities.
The Department also uses the informa-
tion for certain tax-offset and exchange-
of-tax information authorized by law, and
for any other purpose authorized by law.

1099G and 1099INT Information Re-
turns

The Tax Administration Act governs how
the Department administers the Income
Tax Act and gives you specific rights
and responsibilities.

Keep accurate tax records and stay
current with changes in the tax law to
help avoid tax problems. These instruc-
tions and other Department publications
contain information that can help you
do both.

While most tax problems can be re-
solved informally, it is important to un-
derstand that you must exercise cer-
tain rights provided to you under law
within specific time frames. If an adjust-
ment is made to your return, you will
receive a notice explaining the adjust-
ment with a description of procedures
to use if you disagree.
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ABOUT YOUR TAX RETURN INFORMATION

Federal law requires New Mexico to
report to the Internal Revenue Service
all New Mexico income tax refunds and
interest paid to taxpayers on those re-
funds. New Mexico is required to report
the same information to you on a Form
1099.

The amount reported on Forms 1099G
and 1099INT may or may not be feder-
ally taxable to you. Consult your tax
preparer or the Internal Revenue Ser-
vice to determine if you should report
the amount as income for federal in-
come tax purposes.

Audit Selection

The method you use to file or your re-
quest for an extension of time to file
does NOT increase your chances of
being selected for audit. Returns for a
particular tax year are not selected for
audit until after the filing period closes.
Each return faces an equally random
chance of selection.

Federal/State Tax Agreement

Under authority of federal and New
Mexico laws, the New Mexico Taxation
and Revenue Department and the Inter-
nal Revenue Service are parties to a

YOUR RIGHTS UNDER THE TAX LAW

At any time after filing your return, the
return may be subject to further review,
verification or correction. If your tax re-
turn is adjusted or there is an assess-
ment of additional tax, you will receive
a copy of publication FYI-406, Your
Rights Under the Tax Laws. The publi-
cation outlines your rights and obliga-
tions and describes in detail how to dis-
pute a Department action through ei-
ther the Claim for Refund procedure or
the Protest procedure. Read these pro-
cedures carefully to ensure you take
the necessary steps to protect your
rights.

Publication FY1-406 is available by con-
tacting Taxpayer Information by e-mail
at poffice@state.nm.us or calling (505)
827-0951. It is also available on the
Department’s Internet home page at:
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federal/state agreement for the mutual
exchange of tax information.

Every year New Mexico participates in
a program which matches New Mexico
return information with federal return in-
formation. If you receive notice from the
New Mexico Taxation and Revenue
Department telling you of a difference
between the state and federal informa-
tion or a non-filed return, it is to your
advantage to respond promptly and pro-
vide any information you have to clear
your record of the difference. If you do
not respond within 60 days, we will pre-
sume the notice to be correct. We will
issue an assessment of tax due for the
amount of underpaid tax plus penalty
and interest.

Treasury Offset Program

If an assessment of New Mexico Per-
sonal Income Tax is established, the
New Mexico Taxation and Revenue
Department may submit your unpaid
debt to the Treasury Offset Program.
This “offset” is authorized by federal law
and allows the U.S. Department of the
Treasury to reduce or withhold any of
your federal income tax refund by the
amount of your debt.

www.state.nm.us/tax
Click on “publications”.

Note: The taxpayer may protest the
Department’s inaction on a claim
for refund. In the event the Department
takes no action on a claim for refund
within 120 days, you may protest, bring
suit, or re-file your claim within three
years from the end of the calendar year
in which the tax was due or in which
you paid a Department assessment. If
you do not hear from the Department
within 120 days, you have 90 days in
which to file a protest. You must act if
you have not heard from TRD within 120
days. Sec. 7-1-26 NMSA 1978 stops
the Department from approving or de-
nying your claim when 210 days have
passed without action by you or the
Department.
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Prepare your federal return first.
Much of the information on your New
Mexico return will be the same. Even if
you are not required to file a federal re-
turn, complete a sample federal return
before you prepare your New Mexico
return.

Most New Mexico income tax laws are
based on federal income tax laws. In
these instructions we point out only the
differences and explain those items
unique to New Mexico law. No instruc-
tions are given for self-explanatory
items; for example, when a line requires
addition or subtraction.

NOTE: References to line numbers
on federal forms are provided as a
convenience. They are based on in-
formation available to the Depart-
ment at the time we deliver New
Mexico forms to the printing con-
tractor. Use caution. The Depart-
ment is not responsible for changes
or errors in these references.

STEP 1

Get all forms and publications you
need.

If you need forms or additional instruc-
tions, see Contacting the Department
on page 10.

STEP 2

Get your tax records together.
Name and Social Security Number.
Enter your name and social security
number (or valid federal individual tax-
payer identification number) on all forms
and correspondence you send to TRD.
We cannot accept a return without a
valid identification number.

Resident or non-resident foreign nation-
als who do not have and are not eligible
to obtain a social security number may
obtain a federal individual taxpayer iden-
tification number (ITIN) by filing Form
W-7 with the Internal Revenue Service.
Use this ITIN instead of a social secu-
rity number. Attach a copy of your ITIN
approval from the IRS to your return
when filing your New Mexico personal
income tax return. Contact the Internal
Revenue Service for forms and informa-
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STEPS FOR PREPARING YOUR RETURN

tion on the ITIN program, or visit the IRS
web site at www.irs.gov. If you are filing
ajoint non-resident federal return, and
your spouse is not required to have an
SSN or ITIN, you must submit a copy
of your federal non-resident return.

If you received a salary or wages,
gather all 2006 wage and tax state-
ments. Only your employer can issue
or correct the federal Form W-2. Do not
alter the Form W-2 in any way. If you
have not received your wage and tax
statements by February 15, or if the
form you receive is incorrect, contact
your employer. If your employer with-
held New Mexico taxes in error, we re-
quire a written explanation from your
employer.

If you received an annuity, pension,
retirement pay, IRA distribution, distri-
bution from a New Mexico-approved
qualified state tuition program, Railroad
Retirement or sick pay or social secu-
rity benefits in 2006, whether or not in-
come tax was withheld on the pay-
ments, gather all federal Form(s) 1099-
R, RRB1099 and 1099-SSA. If you did
not have tax withheld but would like to
in the future, contact the payor. See
Withholding on Certain Government
Pensions below.

If you had tax withheld from oil and

gas proceeds from an oil or gas well
located in New Mexico, obtain a copy
of your federal Form(s) 1099-MISC, or
Form RPD-41285, Annual Statement of
Withholding of Oil and Gas Proceeds.

If you had gambling or lottery win-
nings, whether or not income tax was
withheld on the winnings, you need your
2006 federal Form W-2G or a record of
winnings not required to be reported on
a Form W-2G. If your winnings were off-
set by losses reported in your itemized
deductions on your federal return, you
may be asked to provide documenta-

tion to substantiate the deduction.

If you received public assistance,
Temporary Assistance to Needy Fami-
lies (TANF) or a similar program, wel-
fare benefits or Supplemental Security
Income (SSI) during 2006, you will need
records of the amounts.

If you received any other income in
2006, whether or not taxable, such as
an insurance settlement, a scholarship
or grant, VA benefits, income from an
inheritance or trust, gifts of cash or
marketable property, alimony, separate
maintenance or child support, gather
your records of the amounts.

To claim the Property Tax Rebate
for persons age 65 or older, or the Low

U.S. Military Retirement/Annuitant Pay:

Defense Finance and Accounting
Service

Tel: 1-800-321-1080

www.dod.mil/dfas

U.S. Coast Guard PSC Retiree and
Annuitant Services Branch

Tel: 1-800-772-8724

www.uscg.mil/hg/psc

(Also for retired members of the

National Oceanic and Atmospheric

Administration)

Withholding on Certain Government Pensions

Retired members of the Army, Air Force, Navy, Marines, Coast Guard, U.S. Civil Ser-
vice, the National Oceanic and Atmospheric Administration, and the U.S. Public Health
Service may request that New Mexico income tax be withheld from their retirement pay
by contacting the appropriate retirement pay office.

U.S. Public Health Service
Compensation Branch/OCCOS/HRS
5600 Fishers Lane

Rockville, MD 20857

Tel: 1-800-638-8744

Tel: (301) 594-2963

All Other Federal Retirees:

U.S. Office of Personnel Management
Retirement Operations Center

Tel: 1-888-767-6738

Tel: (202) 606-0500

Tel: 1-800-878-5707 (TDD)

www.opm.gov/retire
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Income Property Tax Rebate for Los
Alamos county residents, you need
records of the property tax billed for 2006
and/or the rent paid on your principal
place of residence.

To claim the Child Day Care Credit
you need a Caregiver’s Statement, Form
PIT-CG, from each person who provided
child day care during 2006.

If you paid income taxes to another
state on income that also will be tax-
able in New Mexico, you need a copy
of that state’s return. Both states must
claim the same income source to be
eligible for the credit.

If you made New Mexico estimated
tax payments during the year, you
need your records of the amounts and

Filling in your tax return.

Complete all required information on your
form. Failure to complete all required in-
formation will delay processing your re-
turn and may cause your return to be
incorrectly computed.

Please spend a moment reviewing the
items below before making your entries:

* Round all amounts up or down to
the nearest whole dollar. Do not en-
ter cents. All money items on your re-
turn MUST be rounded to the nearest
whole dollar. Do not enter cents. For ex-
ample, enter $10.49 as $10 and $10.50
as $11;

* Please type or print using a blue or
black pen -- no pencils;

* Write your numbers clearly and leg-
ibly. The forms contain boxes to guide
you in making your handwritten entries.
Clear, legible printing reduces errors and
lets us process your return more effi-
ciently;

* Do not use dollar signs ($), decimal
points (.) or any punctuation marks
or symbols other than the comma (,);

* For a loss on line 6, place a minus
sign (-) immediately to the left of the

PIT-1

dates of payment. If you had an over-
payment from your 2005 return applied
to your 2006 estimated taxes, be sure
to include that amount in your total.

If you are married and filing sepa-
rate returns, if you were divorced dur-
ing 2006, if you are claiming the ex-
emption for income of persons 100
years or older, or if you or your spouse
- but not both - is a resident of a com-
munity property state, and your income
and payments are not evenly distrib-
uted, attach a statement reflecting a
correct division of community and
separate income and payments.

If you received a New Mexico 2005
Energy Rebate in 2006, you need
records of the amount of the check or
the amount of the rebate claimed on

LINE INSTRUCTIONS FOR FORM PIT-1

loss amount. Do not use brackets
or parentheses.

Example: If your federal adjusted gross
income is $23,742.48, your money field
entry for a loss on line 6 of your Form
PIT-1 should look like this:

-23,7 4 2] 00

Please leave blank all spaces and
boxes that do not apply to you. Do
not draw lines through or across areas
you have left blank.

If you received a Personal Income Tax
package, you may prefer to use one of
the two blank forms as a worksheet.

Complete the top of page 1 of the
Form PIT-1.

Name and Address Box.

Make sure your name(s); address and
social security number(s) are legible,
complete and correct.

Enter names on a joint return in the
same order as on the federal return.

If you changed your last name during
the year, put your former last name in
parentheses after your current last
name. Taxpayers filing a joint return

-13-

your Form 2005 PIT-1 return. Do not
include an amount claimed if it was
denied.

To claim a deduction, exemption or
tax credit on Schedule PIT-ADJ, PIT-
CR or Schedule PIT-RC, make sure you
have the appropriate approvals, certifi-
cations, and forms. See the instructions
for the line on the schedule, or Other
Forms or Attachments You May Have
To File, page 7.

STEP 3
Fill in your return.

Fill in your return using the line instruc-
tions below. Continue with STEP 4 on

page 23.

should enter their names and social
security numbers in the same order each
year to avoid processing delays.

Mark the box above the name-and-ad-
dress block if you moved or changed
your address since your last filing.

NOTE: If you move after filing your re-
turn and you expect a refund, you should
notify by mail both the post office serv-
ing your old address and the Depart-
ment of your change of address. This
will help in forwarding your refund to your
new address as quickly as possible.
Always include your social security
number in any correspondence with the
Taxation and Revenue Department.
Sign your letter with a pen. Your origi-
nal signature is mandatory for a
change of address.

Filing Period.

All information on your return except
your mailing address should be for cal-
endar year January 1, 2006, through De-
cember 31, 2006, or for your fiscal year.
If you are filing for a fiscal year, enter
the month and day your tax year be-
gan, and the month, day and year that
it ended at the top of the first page. Fis-
cal year filers may be required to com-
pute tax on the taxable income in a
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special manner. If you are a fiscal-year
filer, carefully follow the instructions for
line 14 on page 19 of these instructions.

LINE 1.

Social Security Number(s), Resi-
dency Status, and Deceased Tax-
payer information

Enter your name and social security
number and the name and social secu-
rity number of your spouse in exactly
the same order as on your federal re-
turn. Your spouse’s social security num-
ber is necessary even if you are “mar-
ried filing separately”.

If you -- or your spouse -- do not have a
social security number (SSN), but do
have an individual taxpayer identifica-
tion number (ITIN) assigned by the In-
ternal Revenue Service, enter the ITIN
in the spaces provided. Attach a copy
of the ITIN approval from the IRS to your
return. If you and your spouse are filing
ajoint federal non-resident return, and
your spouse is not required to have an
SSNoranITIN, leave the spouse’s SSN
blank, and attach a copy of your fed-
eral non-resident return.

You must provide your own, and
your spouse’s, social security num-
ber or individual taxpayer identifi-
cation number, or a copy of a non-
resident federal return, or your re-
turn is not complete and will not be
processed.

Residency:

* Resident. New Mexico full-year resi-
dents and individuals who were physi-
cally present in New Mexico for 185
days or more during the tax year, but
not first-year residents, must mark “R”
in the residency status box.

* Non-resident. If you were physically
present in New Mexico for fewer than
185 days, and you were not domiciled
in New Mexico during any part of the
year, mark “N” in the residency sta-
tus box.

* First-year resident. If you moved
into New Mexico during the tax year
with the intent of establishing domi-
cile in New Mexico, mark “F” in the
residency status box. You are a first-
year resident whether or not you were

PIT-1

physically present in New Mexico for
fewer than 185 days during the tax
year.

* Part-year resident. If you were
physically presentin New Mexico for
fewer than 185 days during the tax
year, and you were domiciled in New
Mexico during part of the tax year but
not on the last day of the tax year,
mark “P” in the residency status box.

e Military personnel temporarily as-
signed to New Mexico who have es-
tablished residency outside New
Mexico should enter “N”.

See Resident, Part-Year Resident, First-
Year Resident and Non-resident Defined
on page 1 for more information.

Mark the appropriate box and enter the
date of death if the taxpayer or the
spouse named on the return died be-
fore this return is filed. Include the
month, day and year of death. Enter the
claimant’'s name and social security
number when the refund must be made
payable to the order of a person other
than the taxpayer or spouse. See Rep-
resentatives of Deceased Taxpayers on
page 2 for further details.

LINE 2.
Exemptions

Enter the number of exemptions allowed
on your federal return for yourself, your
spouse if filing a joint return, and your
qualifying dependents.

If you were a dependent or qualify as a
dependent of another individual for fed-
eral income tax purposes, whether or
not you were claimed as a dependent
on the other person’s federal return,
your allowable exemption is “00”.

New Mexico uses the same definitions
and qualifications as the Internal Rev-
enue Service to determine if someone
is your dependent. If you received pay-
ments on behalf of your children under
Temporary Assistance for Needy Fami-
lies (TANF) or a similar program, gen-
eral assistance or non-taxable social
security benefits, and you used the
payments for more than half the cost of
keeping a home, you may NOT count
them as amounts you furnished. Gen-
erally, you may not claim an exemp-
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tion for a dependent for federal tax pur-
poses if more than half your income
came from public assistance programs.
In this case your minor children or step-
children may not be claimed as depen-
dents on your federal return OR on a
New Mexico Form PIT-1. You may be
able to claim them as household mem-
bers on the Schedule PIT-RC for low-
income rebate purposes ONLY.

LINE 3.
Extension of Time To File

Put an “X” in the extension indicator box
on line 3 of Form PIT-1, and enter the
date the extension expires. If you were
granted a federal automatic six-month
extension (through October 15th), or you
have received approval for a New Mexico
extension, it is not necessary to attach
a copy of the federal Form 4868, Appli-
cation for Automatic Extension of Time
To File U.S. Individual Income Tax Re-
turn, or New Mexico Form RPD-41096,
Extension of Time To File.

Special instructions and backup are
required if you are granted a federal
extension for a period of more than six-
months, or a New Mexico extension for
military personnel deployed in a com-
bat zone. See Extension of Time to File,
on page 9 of these instructions for more
information.

Reminder: An extension of time to file
your return does NOT extend the time

to pay.

LINE 4, BOXES 1 - 5.
Filing Status

Show your filing status by marking an
“X”in the box to the left of the filing sta-
tus. Use the same filing status on your
state return that you used on your fed-
eral return. If you did not file a federal
return, use the filing status that you
would have used for federal income tax
purposes.

NOTE: New Mexico is a community
property state. For married persons fil-
ing separately, divorced during 2006, or
married persons filing joint, claiming the
exemption for income of persons 100
years or older, or allocating and appor-
tioning income in and outside New

www.state.nm.us/tax




Mexico, both your New Mexico and fed-
eral returns MUST reflect a correct divi-
sion of community and separate in-
come and payments. If your income
and payments are not evenly distrib-
uted, attach a copy of a statement re-
flecting a correct division of community
and separate income and payments.
Include your spouse’s or former
spouse’s social security number on the
statement. Attach the statement ex-
plaining the division of community in-
come and payments to your Form PIT-
1 evenif you did not file a federal return.
See Publication FYI-310, Community
Property, Divorce, Separation and your
New Mexico Income Tax, for more de-
tails.

If you put an “X” in box 3 of line 4,
Filing Status, you must include your
spouse’s name in the address block and
your spouse’s social security number
next to the name in line 1.

If you put an “X” in box 4 of line 4,
Filing Status, enter the name of the
person who qualifies you as head of
household under federal regulations
if the qualifying person is a child but
not your dependent.

LINE 5.
Dependents

Enter the name and social security num-
ber of each dependent reported on your
federal return. If you have more than four
dependents, enter the name and social
security number of the first four qualify-
ing dependents on line 5 of 2006 Form
PIT-1 and the remaining qualifying de-
pendents on 2006 Schedule PIT-S. At-
tach Schedule PIT-S to your 2006 Form
PIT-1. Enter only qualifying dependent
exemptions allowed on your federal re-
turn. You do not need to include your-
self or your spouse if filing a joint re-
turn. New Mexico uses the same defi-
nitions and qualifications as the Inter-
nal Revenue Service to determine if
someone is a qualified dependent. See
the instructions for Federal Form 1040,
1040A or 1040EZ to determine who you
may claim as a dependent exemption.

Check Box Indicating Federal

Form(s) 8886 is Required To Be At-
tached

PIT-1

Put an “X” in the box if federal Form(s)
8886, Reportable Transaction Disclo-
sure Statement, is required to be at-
tached to your 2006 New Mexico Form
PIT-1. If federal Form(s) 8886 is required
to be attached to your 2006 federal in-
come tax return or information return,
then it is also required to be attached
to your 2006 New Mexico income tax
return or information return. The Inter-
nal Revenue Service requires taxpay-
ers to appropriately disclose participa-
tion in certain “listed transactions” on
tax returns. Listed transactions are
those that the IRS has determined to
be structured for the significant purpose
of tax avoidance or evasion. See the
instructions for your 2006 federal in-
come tax return or information return,
or federal Form 8886 for details.

LINE 6.
Federal Adjusted Gross Income

Enter the federal adjusted gross income
as reported on your federal form:

If you filed Enter the
Federal form: amount from:
1040 Line 38
1040A Line 22

1040EZ Line 4

Royalty Income of Non-residents

Non-resident taxpayers who elect to
compute tax on gross royalty income
under $5,000 using special procedures
instead of filing a complete Form PIT-1
and the Schedule PIT-B, please see,
Royalty Income of Non-residents, on
page 2 of these instructions for com-
pleting Form PIT-1. Skip lines 6 through
12 and write “non-resident royalty in-
come” next to line 13 on Form PIT-1.
Enter your total gross royalty income
from New Mexico sources on line 13
and follow the instructions for lines 14,
18 and 20 through 34.

LINE7.
Additions to Federal Adjusted Gross
Income

See the instructions for lines 1 through
4 on the 2006 Schedule PIT-ADJ if you:

* received interest and dividends from
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federally tax-exempt bonds;
* have a net operating loss;

* have had contributions refunded when
closing a New Mexico-approved Sec-
tion 529 college savings plan account,
or

* have had certain contributions rolled
out of a New Mexico-approved Sec-
tion 529 college savings plan account.

LINE 8.
Federal Deduction Amount

Enter your allowable federal itemized
deductions from Form 1040 line 40 on
PIT-1 line 8 if you itemized your deduc-
tions on your 2006 federal Form 1040,
and mark the indicator box 8(a).

If you did not itemize your deductions,
enter the allowable federal standard de-
duction from Form 1040 line 40, or
1040Aline 24, on line 8 of Form PIT-1.
Do not mark the indicator box 8a.

Filers of federal Form 1040EZ should
enter only the amount from Form
1040EZ, line 5. That amount includes
both your standard deduction and your
dependency exemption, so you will not
have an entry on line 9 of New Mexico
Form PIT-1. See line 9 below.

LINE 9.
Federal Exemption Amount

If you filed a federal income tax return,
enter on line 9 the amount from line 42
of the federal Form 1040, or the amount
from line 26 of federal Form 1040A. If
you filed federal Form 1040EZ, leave line
9 blank -- your deduction for personal
exemptions is included in the amount
on line 8.

LINE 10.
New Mexico Low- and Middle-In-
come Tax Exemption

A New Mexico income tax exemption
is allowed for individuals who are low-
and middle-income taxpayers. The
maximum is $2,500 for each qualified
exemption for federal income tax pur-
poses. The amount varies according to
filing status. To claim the exemption
the amount on line 6, Form PIT-1 must
be equal to or less than:
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PIT-1

New Mexico Low- and Middle-Income Tax Exemption Worksheet

Complete this worksheet to determine your New Mexico Low- and Middle-Income Tax Exemption.
Do not attach this worksheet to your Form PIT-1. Maintain a copy in your records.

You are eligible to claim the New Mexico Low- and Middle-Income Tax Exemption if:
Your Filing status is: and your federal adjusted gross income is:
Single $27,110 0or less
Married filing joint or surviving spouse $40,667 or less
Head of household $40,667 or less
Married filing separate $20,333 orless
1. Enter the amount reported on line 6, Form PIT-1.............. 1.
2. Ifyourfiling status on line 4, Form PIT-1 is:
« single, enter $16,000;
« married filing joint or qualified widow(er); enter $24,000
» head of household; enter $24,000
« married filing separate, enter $12,000. ..............cccveeee. 2.
3. Subtractline 2 from line 1. If the result is a negative,
enter zero here and on line 5 and skip line 4. ................... 3.
4. Ifyourfiling status on line 4, Form PIT-1 is:
* single, enter 0.15;
« married filing joint or qualified widow(er); enter 0.10
* head of household; enter 0.10
« married filing separate, enter 0.20 ............ooooviiiiiieneennn. 4.
5. Multiply line 3 by line 4. Entertheresult. ............cccccceeee. 5.
6. Subtractline 5from $2,500. ........uueeeeeeeeeeeeeeeeeeeee 6.
7. Enter the number of federal exemptions* reported on
INE 2, FOrm PIT-1. e 7.
8. Multiply line 6 by line 7. Enter this amount on line 10, Form
P = e 8.

* Federal exemption means an exemption allowable for federal income tax purposes.
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* $27,110, if single;

* $20,333, if married filing separate; or

* $40,667, if married filing joint, quali-
fied widow(er), or head of household.

Use the worksheet on page 16 of these
instructions to compute the New Mexico
low- and middle-income tax exemption.

LINE 11.
Deductions/Exemptions from Fed-
eral Adjusted Gross Income

See the instructions for lines 5 through

210n 2006 SCHEDULE PIT-ADJ if:

 you have interestincome on state and
local bonds;

 you have a New Mexico net operating
loss carryover;

» you have interest income from U.S.
Government securities;

* you have railroad retirement income
not taxable by New Mexico;

* you or your spouse, or both, are mem-
bers of an Indian nation, tribe or
pueblo and your income was earned
on the lands of that nation, tribe or
pueblo;

* you Or your spouse -- or both -- are
age 100 or over and you are not de-
pendents of another taxpayer;

* you Or your spouse -- or both -- are
age 65 or over or blind and your ad-
justed gross income is not over
$51,000 for a joint return, $28,500 for
a single taxpayer, or $25,500 for mar-
ried taxpayers filing separately;

* you have adopted a special needs
child;

» you have a New Mexico Medical Care
Savings account;

 you contribute to a New Mexico-ap-
proved Section 529 college savings
plan;

» you have net capital gains for which

you can claim a deduction of up to

$1,000, or 40% of your net capital
gains, whichever is greater;

you are a non-resident for all or part

of the tax year and you have military

wages or salary earned in New Mexico
while a non-resident;

you or your spouse -- or both -- are

age 65 or over and you have unreim-

bursed or uncompensated medical
care expenses of $28,000 or more for
yourself, your spouse or dependents;

you, your spouse or dependents have

PIT-1

WORKSHEET FOR COMPUTING MEDICAL CARE EXPENSE DEDUCTION

1. Determine your eligible medical care expenses paid
during the tax year and enter here. Also enter this
amount on line 12a. .........coceevcvieiiincenn

2. From the Medical Care Expenses table below, enter the
correct Percentage of Paid Medical Expenses based on
your filing status and your adjusted gross income. .............cccccee..... 2.

3. Multiply line 1 by line 2. Enter on line 12, Form PIT-1 .......ccccocveeneee 3.

.......................................... 1.

expenses related to donating human
organs for transfer to another person;

¢ you received a reimbursement from
the New Mexico National Guard Ser-
vice Member’s Life Insurance Reim-
bursement Fund, or

¢ you received a payment of the 2005
income tax energy rebate in 2006
and are required to report all or a por-
tion of the rebate as income on your
2006 federal income tax return.

LINE 12.
Medical Care Expense Deduction

Any taxpayer who files a New Mexico
PIT-1 Personal Income Tax Return, in-
cluding out-of-state residents with in-
come tax responsibility to New Mexico,
may claim a deduction for medical care
expenses paid during the tax year for
medical care of the taxpayer, the
taxpayer’s spouse or a dependent. Use

the worksheet on page 17 to determine
your deduction amount that you enter
on line 12, Form PIT-1. You must also
enter the total unreimbursed and un-
compensated medical care expenses
on line 12a, or your deduction will be
denied.

When medical expenses are incurred
for services provided by a medical doc-
tor, osteopathic physician, dentist, po-
diatrist, chiropractic physician or psy-
chologist, the person must be licensed
or certified to practice in New Mexico.

For purposes of the Medical Care
expense deduction, you may claim
only unreimbursed and uncompen-
sated medical expenses NOT al-
ready itemized on the federal Form
1040 return for the same year. If you
have subtracted a medical care ex-
pense from your income in determining
federal adjusted gross income, you can-

If Adjusted Gross Income Is:

Not over $30,000
Between $30,000 and $70,000
Over $70,000

If Adjusted Gross Income Is:

Not over $15,000
Between $15,000 and $35,000
Over $35,000

If Adjusted Gross Income Is:

Not over $20,000
Between $20,000 and $50,000
Over $50,000

MEDICAL CARE EXPENSES

Surviving Spouses, Married Individuals Filing Joint Returns

Percentage of Paid
Medical Expenses:

Single Individuals and Married Persons Filing Separate Returns

Percentage of Paid
Medical Expenses:

Head of Household

Percentage of Paid
Medical Expenses:

25%
15%
10%

25%
15%
10%

25%
15%
10%

17 -
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not subtract it a second time here.

NOTE: If you or your spouse is 65 years
of age or older and you paid unreim-
bursed and uncompensated medical
care expenses over $28,000 during the
current tax year, you may also claim
an exemption of $3,000 and tax credit
of $2,800. See the instructions for line
17, Schedule PIT-ADJ and line 23,
Schedule PIT-RC for details. Unreim-
bursed and uncompensated medical
care expenses used to compute the
medical care expense deduction here,
also may be used to compute the medi-
cal care exemption for persons age 65
and older claimed on line 17, Schedule
PIT-ADJ and the refundable medical
care credit on line 23, Schedule PIT-
RC. However, you may also include
unreimbursed and uncompensated
medical care expenses which have
been included in itemized deductions
on Schedule A, federal Form 1040 that
you cannot include for this deduction.

Reimbursed and compensated insur-
ance premiums like those paid with pre-
tax dollars under cafeteria and similar
benefit plans are also ineligible. Some
of the expenses you may include are:

1. Medical expenses otherwise al-
lowed as itemized deductions for fed-
eral purposes but excluded because
they are below a floor amount and not
deducted elsewhere;

2. Amounts paid as premiums under
Part B of Title XVIII of the Social Secu-
rity Act (Medicare);

3. Amounts paid for a qualified long-
term care insurance contract defined in
Section 7702B(b) of the Internal Rev-
enue Code, and

4.  Unreimbursed insurance premi-
ums and co-payments not deducted for
federal purposes. Note: Premiums paid
with pre-tax dollars through payroll de-
ductions are not eligible.

For purposes of this deduction:

1. “Health Care Facility” means a hos-
pital, outpatient facility, diagnostic and
treatment center, rehabilitation center,
free-standing hospice, physician’s of-
fice, or other similar facility, regardless

PIT-1

of location, where medical care is pro-
vided and which is licensed by any gov-
ernmental entity;

2. “Medical Care” means the diagno-
sis, cure, mitigation, treatment or pre-
vention of disease, or care for the pur-
pose of affecting any structure or func-
tion of the body;

3. “Medical Care Expenses” means
amounts paid for:

a. The diagnosis, cure, mitigation,
treatment or prevention of disease, or
care for the purpose of affecting any
structure or function of the body, if pro-
vided by a physician or in a health
care facility. Cosmetic surgery is not
eligible;

b. Prescribed drugs or insulin, and
oxygen. A“prescribed drug” is a drug or
biologically active substance for use in
oron humans that requires a prescrip-
tion or administration by a person li-
censed to do so. Costs for over-the-
counter drugs are not eligible. Pre-
scribed drugs for animals are not eli-
gible;

c. Qualified long-term care ser-
vices as defined in Section 7702B (c)
of the Internal Revenue Code;

d. Insurance covering medical
care, including amounts you paid as
premiums under part B of Title XVIII of
the Social Security Act (Medicare) or
for a qualified long-term care insurance
contract defined in Section 7702B (b)
of the Internal Revenue Code, if the in-
surance or other amount is income for
the tax year;

e. Nursing services, regardless of
where the services are rendered, if pro-
vided by a practical nurse or a profes-
sional nurse licensed to practice in the
state according to the Nursing Practice
Act;

f. Specialized treatment or the use
of special therapeutic devices if a phy-
sician prescribes the treatment or de-
vice, and the patient can show that the
expense was incurred primarily for the
prevention or alleviation of a physical or
mental defect or iliness. “Special thera-
peutic devices” include corrective eye-
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glasses, contact lenses and hearing
aids prescribed by a physician. Ex-
penses for guide dogs, however, are
excluded;

g. Care in an institution other than
a hospital, such as a sanitarium or rest
home, if the principal reason for the
presence of the person in the institu-
tion is to receive the medical care avail-
able. If the meals and lodging are a nec-
essary part of such care, the cost of
the meals and lodging are “medical care
expenses.”

4. “Physician” means a medical doc-
tor, osteopathic physician, dentist, po-
diatrist, chiropractic physician or psy-
chologist licensed or certified to prac-
tice in New Mexico.

Physicians licensed or certified to prac-
tice in New Mexico are recognized. Also
qualified are licensed practical nurses
and registered professional nurses li-
censed in New Mexico. Costs of care
provided by other health care profession-
als such as physical therapists, acu-
puncturists and others licensed by the
New Mexico Department of Health are
deductible only if the care was provided
in their offices or at other qualified health
care facilities.

Keep full documentation of all medical
care expenses for which you claim a
deduction on this line. Do not send
the documentation with your tax
return. Keep your receipts in case you
are selected for audit or verification of
deductions claimed.

Married couples filing separately may
claim only those expenses personally
incurred. They may not claim any ex-
penses the spouse has already claimed
or plans to claim.

Do not claim payments to a veterinar-
ian or veterinary clinic or any other ex-
penses for family pets or other animals.

You may claim the medical care ex-
pense deduction in an amount equal to
the percentage of medical care ex-
penses paid during the taxable year
based on the filing status and adjusted
gross income. (See Chart on page 17.)
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WORKSHEET FOR COMPUTING TAX ON LUMP-SUM DISTRIBUTIONS

Taxable income from line 13 of Form PIT-1 ................ 1.
2. Amount of lump-sum income reported for purposes

of 10-year tax option or capital gains election on

federal Form 4972 ... 2.
3. MULTIPLY line 2 by .20 and enter ...........cccceeeviieeeennnns 3.

ADD lines 1 and 3.....ccoooiiiiiiiiiiie e 4.

Enter the tax from the tax rate tables on the

amount oN liNE 4 ......c.oiiiiii e 5.

Enter tax from line 14 of Form PIT-1 .......ccocooviiiiiiennen. 6.

SUBTRACT line 6 from line 5 and enter difference ..... 7.
MULTIPLY the amount on line 7 by 5. (This is the
additional averaged tax due on the lump-sum income.)

Enter on line 15 of Form PIT-1 ...ooovvviiiiiiiiiies 8.

LINE 12a.
Unreimbursed and Uncompensated
Medical Care Expenses

Enter the total of unreimbursed and
uncompensated medical care expenses
used to compute the medical care ex-
pense deduction claimed on line 12.

LINE 13.
New Mexico Taxable Income

Subtract lines 8, 9, 10, 11 and 12 from
the sum of lines 6 and 7. Enter zero if
negative. This is your New Mexico tax-
able income. On line 14 you will calcu-
late your New Mexico tax due based
on the New Mexico taxable income
amounton line 13.

LINE 14.
New Mexico Tax

Calculate your tax. Use either the rate
tables beginning on page 1T or Sched-
ule PIT-B. Mark the indicator box, “R” if
you used the rate tables or “B” if you
used the Schedule PIT-B to compute
your tax. When using the rate tables,
please be very careful. MAKE SURE you
use the taxable income amount on line
13.

Complete Schedule PIT-B to calculate
your tax if you have income from
sources inside and outside New
Mexico.

Taxpayers whose tax year ends on a
date other than December 31 (fiscal-
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year filers) are required to compute tax
on the taxable income in a special man-
ner if the tax rates for both years are
different. As of the posting of these in-
structions, the tax rates are the same
for tax years 2006 and 2007, but are
expected to change in 2008. For the
convenience of persons who may need
to know how the tax should be com-
puted when the tax rate changes, these
instructions are provided. Using the tax
rates for both years in which the fiscal
year falls, compute your tax on the tax-
able income for the entire fiscal year.
The final tax equals the sum of the “old”
tax proportionate to that part of the tax
year before the effective date of the “new”
tax, and that part of the “new” tax pro-
portionate to the part of the tax year
that begins with the effective date of the
new tax rates.

For example: A taxpayer files a fiscal-
year return beginning October 1, 2007,
and ending September 30, 2008. The
taxable income for the entire fiscal year
is $20,000. The taxpayer computes the
tax due on the entire $20,000 based on
the 2007 tax table and also computes
the tax due on the entire $20,000 based
on the 2008 tax table. Because three
months were in 2007 and nine months
were in 2008, the final tax is 1/4 of the
tax computed based on the 2007 tax
table plus 3/4 of the tax computed
based on the 2008 tax table.

If you are a fiscal-year taxpayer, indi-
cate the fiscal year beginning and end-
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ing period at the top of your Form PIT-
1. Enter the result of the above tax com-
putation on line 14.

LINE 15.
Tax on Lump-Sum Distributions

If you are a resident of New Mexico who
received a lump-sum payment and are
using the federal special ten-year tax
option on federal Form 4972, use the
worksheet on this page to compute your
New Mexico averaged tax. You are not
eligible to use the New Mexico averag-
ing method if you did not use the fed-
eral averaging methods available.

If you are a non-resident of New Mexico,
pension or annuity income is not tax-
able by New Mexico. If you are a part-
year resident or a first-year resident, pen-
sion or annuity income is taxable by
New Mexico during any portion of the
tax year in which your domicile was
established in New Mexico. Allocate to
New Mexico the pension or annuity in-
come you received while a resident.

If you are a full-year resident or a resi-
dent because you were physically
presentin New Mexico for 185 days or
more, you must allocate to New Mexico
the pension or annuity income you re-
ceived during the entire year.

NOTE: If you used Schedule PIT-B to
calculate New Mexico tax liability on
line 14 and also used the federal spe-
cial tax option and New Mexico averag-
ing methods to calculate tax on a lump-
sum distribution on line 15, DO NOT
add lines 14 and 15 when completing
line 18, Form PIT-1. Refer instead to in-
structions for line 14 of Schedule PIT-
B.

LINE 16.
Credit for Taxes Paid to Another
State.

A resident of New Mexico who must
pay tax to another state on income that
is also taxable in New Mexico may take
a credit against New Mexico tax for tax
paid to the other state.

This credit is for tax that another

state imposes on any portion of in-
come that by law is included in New
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Mexico.

Name of State

N =

Enter amount of tax paid to the other state. .................cccccooiiiiiiiiiiiie 1.
Enter taxable income on which the tax on line 1 was figured. (When the

other state applies an allocation and apportionment percentage, enter the

other state’s taxable income multiplied by the other state’s percentage of

WORKSHEET FOR COMPUTATION OF ALLOWABLE CREDIT FOR
TAXES PAID TO OTHER STATES BY NEW MEXICO RESIDENTS

NOTE: Complete a separate worksheet for each state which imposed tax on income also taxed in New

LgTT] o 0= PSRRI 2.
3. DIVIDE line 1 by line 2. (This is the average effective tax rate on other state

income). Calculate to four decimal places (i.e. 0.0463). .........cccoeveeiiiiiieennnn. 3.
4. Enter the smaller of line 3 or 0.0550 (5%2% Maximum) ..........cccoccuevernieeennnnnen. 4,
5. Enter that portion of income that is subject to tax in both New Mexico and

the other state, but not more than the amount in line 2. This is that portion

of income included on Schedule PIT-B, Column 2, lines 1, 2, 3and 7,

allocated to both states. If this amount is more than line 2, or all income is

taxable in both states (no Schedule PIT-B is required to be filed),

then enter the amount from lin€ 2. ........ooociiiiiiiiii e 5.
6. MULTIPLY IN€ 5DY INE 4. .o 6.
7. Enterthe lesser of line 6 and line 1. This is the credit allowed for tax paid

the Other State. ........ueee e 7.

Enter the amount from line 7 of this worksheet (or the sum of line 7 amounts from worksheets completed
for each state) on line 16 of the 2006 Form PIT-1.

Mexico net income. Tax withheld is
not a factor in calculating the allowable
credit. If the specific item of income is
not subject to taxation in both states,
no credit is available. The credit may
not be more than the New Mexico tax
liability on line 18 of the Form PIT-1, or
more than 5-1/2% of the income tax-
able in the other state. Also, the amount
of the credit may not exceed the amount
of tax paid to the other state. Attach a
copy of the complete income tax
return(s) from the other state(s). See
the worksheet on this page.

Income that is allocated or apportioned
outside New Mexico on Schedule PIT-
B does not qualify for credit for taxes
paid to another state on that same in-
come. If a Schedule PIT-B is filed, the
income must be required to be allocated
or apportioned to New Mexico and in-
cluded in Column 2 on Schedule PIT-B
or a credit for tax paid to another state
is not allowed.

Income tax you paid to any municipal-
ity, county, or other political subdivision
of a state or to any central government
of a foreign country does not count to-
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ward the credit.

“State” includes the District of Colum-
bia, the Commonwealth of Puerto Rico,
any territory or possession of the United
States, and states and provinces of for-
eign countries. “State” does not include
their central governments.

NOTE: Effective for retirementincome
received after December 31, 1995, fed-
eral law prohibits any state from taxing
certain retirement income (chiefly pen-
sion income) unless you are resident
of, or domiciled in, that state. For ex-
ample, you receive a pension from your
former California employer. You now
reside in New Mexico. California may
not tax your retirement income. The
retirement income is taxable in New
Mexico because you are a New Mexico
resident.

Some taxpayers have permanent
homes in other states, but they are
physically present in New Mexico for
at least 185 days during the tax year.
They must file as residents of New
Mexico. They allocate their income to
New Mexico as a resident on the PIT-B
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allocation and apportionment schedule,
but if they qualify, they also may take a
credit for taxes paid to their home state

online 16, Form PIT-1.

LINE17.
Non-refundable Credits

See the instructions for lines 1 through
11, Schedule PIT-CR, if you are eligible
to claim one or more of the following
non-refundable credits:

e Cultural Property Preservation
Credit;

* Business Facility Rehabilitation
Credit;

* Credit for the Welfare-to-Work Pro-
gram;

* Rural Job Tax Credit;

* Technology Jobs Tax Credit;

* Credit for Electronic Card-Reading
Equipment;

* Job Mentorship Tax Credit;

* Land Conservation Incentives Credit;

* Affordable Housing Tax Credit, or

e Solar Market Development Tax Credit.

You must attach Schedule PIT-CR and
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any required forms or documentation to
support your claim.

LINE 19.
Rebates and Credits

Complete and attach the Schedule PIT-
RC if you claim any of the special New
Mexico rebates or credits. The PIT-RC,
Rebate and Credit Schedule is a
separate schedule used by Form PIT-1
filers to claim any of the following re-
fundable credits:

* Low Income Comprehensive Tax Re-
bate;

 Property Tax Rebate (for low-income
persons 65 or older);

+ Additional Low Income Property Tax
Rebate for Los Alamos county resi-
dents;

* Child Day Care Credit;

* Refundable medical care credit for per-
sons 65 years of age or older, or

* Film Production Tax Credit.

LINE 20.
New Mexico Income Tax Withheld

Enter the total of all New Mexico income
tax withheld as shown on your annual
withholding statements, Form(s) W-2,
1099, 1099-MISC other than income
from oil and gas proceeds, 1099-R, W-
2G or W-K, New Mexico Income and
Withholding from Pass-Through Enti-
ties. Include a copy of the forms with
your PIT-1.

LINE 21.
New Mexico Income Tax Withheld
From Oil and Gas Proceeds

Enter the total of all New Mexico income
tax withheld from oil and gas proceeds
as shown on your annual withholding
statements, 1099-MISC or RPD-41285,
Annual Statement of Withholding of Oil
and Gas Proceeds. Be sure to include
a copy of the forms with your PIT-1. The
annual statements must be issued to
the individual filing the PIT return and
issued by the remitter (withholder) of
oil and gas proceeds to receive proper
credit. Note: A pass-through entity that
has had tax withheld on its oil and gas
proceeds may not pass the withhold-
ing statement directly to its’ owners,
members or partners. A pass-through
entity may pass the tax withheld to its
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owners, members or partners by issu-
ing Form W-K 2006, New Mexico In-
come and Withholding from Pass-
Through Entity, reflecting their portion
of the withholding tax paid. The owner,
member or partner may then report the
income tax withheld on his New Mexico
income tax return. The pass-through
entity and the owner, member or part-
ner may not both report the tax with-
held.

LINE 22.
New Mexico Estimated Tax Pay-
ments Made

Enter the total of New Mexico estimated
tax payments made for 2006 as shown
in your records. Include your last install-
ment even if you pay it in 2007. Also be
sure to include any 2005 overpayments
you applied to 2006 estimated taxes.
Important: Do not include any exten-
sion payments or return payments made
with Form PIT-PV. Report other pay-
ments on line 23. Report only overpay-
ments from prior-year returns and pay-
ments made with Form PIT-ES.

If any estimated payments were made
using different name(s) or social secu-
rity number(s), attach a schedule to
your return showing how each estimated
payment was made.

EXAMPLE: Prior to her marriage in
August 2006, a taxpayer made two es-
timated tax payments in her name and
social security number only. She made
two additional estimated tax payments
after the wedding, but they showed the
name of the taxpayer and her new
spouse and both social security num-
bers. The total of the estimated pay-
ments should be entered on line 22. At-
tach a schedule that shows the name(s)
and social security number(s) reported
with each payment.

LINE 23.
Other Payments

Enter the total of payments made to-
ward the 2006 personal income tax li-
ability not included in line 22. Include
payments made with a request for ex-
tension of time to file, or other payments
made through the Department’s Internet
web site or with Form PIT-PV. You do
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not need to include payments you made
with the return or after the return has
been submitted to the Department.

LINE 24.
Total Payments and Credits

Add lines 19 through 23. Enter total
here.

LINE 25.
Tax Due/Amount You Owe.

Ifline 18 is greater than line 24, the dif-
ference is the amount you owe. Com-
plete the PIT-PV Payment Voucher if
you owe one dollar or more. Include full
payment with the voucher. Make your
check or money order payable to New
Mexico Taxation and Revenue De-
partment. Please write your social
security number and “2006 PIT-1”" on
your payment. DO NOT SEND CASH.

Please do NOT combine payment for
the amount due on your return with
payment for any other tax or esti-
mated payments for 2007. Your pay-
ments cannot be separated and
credited as you would wish.

A $20 penalty will be assessed for any
check that is not honored by the bank
on which it is drawn. This penalty is in
addition to any other late filing and late-
payment penalties that may be as-
sessed.

LINES 26 through 29.
Overpayment and Refund

If line 18 is less than line 24, you have
an overpayment. Your overpayment can
be:

« used for voluntary fund contributions
(see New Mexico Voluntary Contribu-
tions Form, Schedule PIT-D), or

* applied to your 2007 estimated tax
(enteron line 28), or

* refunded to you (enter on line 29), or

* any combination of these.

An overpayment credited toward your
2007 estimated tax cannot be refunded
until you have filed your 2007 tax return
in 2008. The Department will not refund
an amount of one dollar or less unless
you attach to your return a signed state-
ment asking for it.
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LINE 30
Penalty on Underpayment of Esti-
mated Tax

Enter the amount of penalty on under-
payment of estimated tax that you owe.
You may leave this line blank if you owe
underpayment of estimated personal
tax penalty and you wish the Depart-
ment to compute the penalty for you.
The Department will send you a bill or if
arefund is due, will reduce your refund
by the amount of the penalty due. Do
not reduce the amount of overpayment
or the amount refunded on lines 26
through 29, Form PIT-1 by any penalty
due.

If you wish to compute your underpay-
ment of estimated tax penalty, see the
instructions for PIT-ES, Estimated In-
come Tax Payment Voucher.

LINE 31

Special Method Allowed For Calcu-
lation of Underpayment of Estimated
Tax Penalty

If you owe penalty for underpayment of
estimated personal income tax, and you
qualify for a special penalty calculation
method, enter 1, 2, 3, 4 or 5 in the box
online 31 on Form PIT-1 to indicate the
method you used to calculate your un-
derpayment penalty and attach Form
RPD-41272, 2006 Calculation of Esti-
mated Personal Income Tax Underpay-
ment Penalty. eave the box blank if you
do not owe an underpayment penalty
or you do not qualify for a special
method of computing the underpayment
of estimated tax penalty. Generally, tax-
payers who pay penalty on underpay-
ment of estimated tax do not need to
mark the indicator box on line 31 or file
Form RPD-41272, 2006 Calculation of
Estimated Personal Income Tax Under-
payment Penalty. However, if you owe
penalty for underpayment of estimated
payments, you may reduce or eliminate
penalty if you qualify for a special pen-
alty calculation method.

See Form RPD-41272, 2006 Calcula-
tion of Estimated Personal Income Tax
Underpayment Penalty or the instruc-
tions for PIT-ES, Estimated Income Tax
Payment Voucher, for a description of
the calculation methods. You must at-
tach Form RPD-41272 to your 2006
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New Mexico Personal Income Tax Re-
turn to be allowed the special penalty
calculation.

LINE 32
Penalty

Add penalty if you file late and owe tax,
or you do not pay the tax on or before
the date the return is due. Calculate
penalty by multiplying the unpaid
amount on line 25 by 2%, then by the
number of months or partial months for
which the payment is late, not to ex-
ceed 10% of the tax due. You may leave
this line blank if you wish the Depart-
ment to compute the penalty for you.
The Department will send you a bill.

LINE 33
Interest

Add interest if you do not pay the in-
come tax due on or before the original
due date of your return even if you re-
ceive an extension of time to file. Cal-
culate interest at a rate of .041% of the
unpaid amount for each day the pay-
ment is late. The formula for calculat-
ing daily interest is:

Tax due x .00041 x number of days
late = interest due. (The annual inter-
estis 15% per year)

You may leave this line blank if you wish
the Department to compute the inter-
est for you. The Department will send
you a bill.

Refund Express

If you request an amount to be refunded
to you on line 29, you may wish to have
your tax refund deposited directly into
your bank account through Refund Ex-

press. To choose Refund Express, com-
plete the “Refund Express” portion on
page 2 of the Form PIT-1. All fields are
required. Complete the bank routing
number, the account number, and you
must complete the type of account.
Failure to complete all three fields will
cause your Refund Express request to
be denied, and the Department will mail
you a paper check.

The Department will mail you a paper
check if your bank does not accept your
Refund Express information, or if your
return or refund requires adjustment.

Refund express is available for depos-
its to the taxpayer’s account only. Tax-
payers may not request the funds to
be deposited into the account of an-
other payee.

Why Use Refund Express?

 Avoid delays that may occur in mail-
ing a check. Refund Express does
not guarantee that you will receive
your refund check earlier, however --
only that, when the check is issued,
it will reach the bank more quickly.

» Paymentis more secure. There is no
check to get lost or stolen.

» More convenient. No trip to the bank
to deposit your check.

» Saves tax dollars. Arefund by direct
deposit costs less than a check.

What is the Routing Number?

The routing number is for bank identifi-
cation and must be nine digits. If the
first two digits are not 01 through 12 or
21 through 32, the system will reject
the direct deposit and you will receive a
check. On the sample check below the
routing number is 211500151.

ANYPLACE BANK
Anyplace, NM 87000

WALTER MAPLE {O 1540
MARIE MAPLE V 15-000040000
123 Main Street Q
Anyplace, NM 87000 é\
PAY TO THE
ot o I\ s[ [
120

/'\ /'\

DOLLARS Routing Account
Number Number

Do not include the
check number

For
(@ 11500i5 ) @E@OoOi55545L87) 1° 15LO
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Your check may state that it is payable
through a bank different from the finan-
cial institution where you have your
checking account. If so, do not use the
routing number on that check. Instead,
contact your financial institution for the
correct routing number to enter on this
line.

Entering Your Account Number

Your account number can be up to 17
characters. Include hyphens, but omit
spaces and special symbols. Enter the
number from left to right. Leave unused
boxes blank. On the sample check the
account number is 2015551517. Do
not include the check number.

Caution: Some financial institutions will
not allow a joint refund to be deposited
into an individual account. Taxation and
Revenue is not responsible if a finan-
cial institution refuses a direct deposit.

Collection of Debts from Your Refund

The Department will keep all or part of
your overpayment if you owe other taxes
to the Department. We will apply that
amount to the liability.

The law also requires the Department
to transfer all or part of your overpay-
ment if you owe money for past-due
child support, educational assistance
loans, unemployment compensation,
medical support, public assistance or
food stamp overpayments, fines, fees
and costs owed to district, municipal,
magistrate or metropolitan courts, or
workers’ compensation fees.

Any amount over your liability and debt
will be refunded to you.

If you receive notification that all or
part of your refund was transferred
to one of these agencies, and you
wish to protest that action, contact
that agency at the address listed
below. If your refund was trans-
ferred to a claimant agency in er-
ror, that agency must correct the
error and issue your refund.
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EDUCATIONAL ASSISTANCE
NM Educational Assistance
Foundation

Contract Servicing Department
Default Collections

P.O.Box 25136

Albuquerque, NM 87125-0136
(505) 345-3371 ext. 1307

CHILD SUPPORT

Human Services Department

Child Support Enforcement Division
P.O. Box 25110

Santa Fe, NM 87504-5110

1(800) 288-7207 Instate

1(800) 585-7631 Out of State

FINANCIAL ASSISTANCE
Human Services Department
Office of the Inspector General
Restitution Unit

P.O. Box 2348

Santa Fe, NM 87504-2348
1(800) 431-4593

DEPARTMENT OF LABOR

New Mexico Department of Labor

Unemployment Insurance Benefit
Payment Control

P.O. Box 1928

Albuquerque, NM 87103

(505) 841-2220

For information on specific courts,
contact:

ADMINISTRATIVE OFFICE OF THE

COURTS

Administrative Office of the Courts
Warrant Enforcement Division

237 Don Gaspar, Room 25

Santa Fe, NM 87501

(505) 827-4813 or 827-4754
aoccfp@nmcourts.com

WORKERS’ COMPENSATION FEE
Workers’ Compensation Administration
Financial Management Bureau
P.O.Box 27198

2410 Center Ave. SE

Albuquerque, NM 87125-7198

(505) 841-6887 OR 841-6895

Now continue with Step 4.

STEP 4
Check the figures on your return
and on the attachments.

-23-

Transfer the figures accurately from your
working copy if you prepared one.
Check your arithmetic one more time.
Enter all items in blue or black ink.
Please do not use pencil.

STEP 5

Sign and date your return. Please
include your telephone number at
the bottom of page 2 of the Form
PIT-1. Complete the PIT-PV Payment
Voucher if your return shows tax
due on lines 25 or 34. Go through
the checklist on page 2 of the Form
PIT-1.

Sign and date your original return. If you
are married and filing a joint return, both
spouses must sign it. Your return can-
not be processed if you do not sign it.

Submit only original, official state forms.
Copies cause a delay in processing
your return. Keep a copy of your origi-
nal return and attachments in a safe
place in case you need to refer to them
at a later date. If someone prepares
your return for you, be sure to get a
copy for your records.

Parents of minor children, guardians of
dependent taxpayers, surviving
spouses, or estate administrators must
sign the tax return on behalf of the mi-
nor child, dependent or deceased tax-
payer. Print or type the relationship un-
der the signature.

Paid preparers must sign your re-
turn. Anyone you pay to prepare your
return must sign it and fill in the other
blanks in the paid preparer’s signature
section of the return. The preparer may
sign it by hand or any other method of
electronic signature acceptable to the
Internal Revenue Service. If someone
prepares your return and does not
charge you, that person should not sign
the return. You should, however, ensure
that you record the name of the person
who prepared the return and how to
contact the preparer in case there are
questions after the return is filed. Paid
preparers are subject to certain require-
ments. For more information, see Pen-
alties and Interest on page 9.
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A paid preparer with an 11-digit New
Mexico CRS identification number en-
ters it in the space provided at the bot-
tom of page 2 of Form PIT-1. Note: A
paid preparer who is not required to have
a New Mexico CRS identification num-
ber is not required to complete this field.
Generally, persons are not required to
obtain a CRS identification number un-
less they perform services in New
Mexico, have an employee or a busi-
ness location in New Mexico, sell prop-
erty in New Mexico or lease property
employed in New Mexico.

A paid preparer also enters a federal
Employer Identification Number (EIN)
and either a nine-digit social security
number or an IRS-issued Preparer Tax
Identification Number (PTIN) in the
space provided. Include the phone num-
ber of the paid preparer.

STEP 6

Assemble your return (and Payment
Voucher if your return shows tax
due).

Refer to the correct way to assemble
your return and the various attachments
below for the most efficient handling. You
can help ensure that your return (and
your refund, if you are entitled to one)
is processed as quickly as possible by
taking a few moments to assemble your
forms as shown on this page.

Do not use staples.

e 2006 Form PIT-1

* 2006 Schedule PIT-S, if required

e 2006 Schedule PIT-ADJ, if required
e 2006 Schedule PIT-RC, if required
* 2006 Schedule PIT-B, if required

* 2006 Schedule PIT-D, if desired

e 2006 Schedule PIT-CR, if required

* Other required schedules or attach-
ments

Other Schedules

PIT-ADJ
PIT-S

PIT-1

W-2, etc.

¢ Payment (check or money order)
* PIT-PV Payment Voucher

* Please do not staple your payment
to your payment voucher.

[PITPV
CHECK
$

Insert your return and attachments in-
cluding copies of your annual state-
ments of income and withholding forms
W-2 or other annual income or withhold-
ing statement.

STEP7
Checklist

Before you mail your return, a quick
check will help you avoid common er-
rors that may delay your refund. Com-
plete the Filing Checklist on Form PIT-
1, page 2, and then go to step 8.

STEP 8
Use the preaddressed mailing en-
velope, or electronically file your
return.

To speed your refund, use the
preaddressed envelope that came with

your tax package. If you do not have a
preaddressed envelope, address your
envelope as follows:

Taxation & Revenue Department
P.O. Box 25122
Santa Fe, NM 87504-5122

Do not submit a photocopy of the
Form PIT-1 and schedules to the De-
partment. Submit only original forms.
Keep a copy for your records.

The Department encourages all tax-
payers to file electronically when-
ever possible. Electronicfiling is fast,
safe and secure. It provides the fast-
est turnaround for a refund and saves
tax dollars. Areturn filed electronically
costs less than a paper return. Tax-
payers who file and pay electronically
receive an extension of the filing dead-
line through April 30, 2007. The filing
deadline is April 16, 2007, for all other
taxpayers. See WHEN AND WHERE
TO FILE AND PAY on page 8 for de-

tails.

NOTE: When To Call About Your
Refund. Generally, electronically filed
returns claiming a refund are processed
within four weeks or less. A paper re-
turn received in the Department early
in the tax season takes six to eight
weeks. If you file after March 15, you
may not receive your refund check for
up to 12 weeks. If you have to call to
ask where your refund is, please wait
until sufficient time has passed for the
Department to process your refund
claim, then call (505) 827-0827 or your
local district office. Have a copy of your
tax return available when you call and
be prepared with your social security
number(s).

KEEP COPIES OF YOUR TAX RECORDS AND RETURNS.
Please remember to keep a copy of your completed income

tax return for at least ten years after you file it.
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New Mexico Taxpayer Bill of Rights

Most tax transactions happen without
incident. In an imperfect world, however,
occasional disagreements occur
through misunderstanding, mathemati-
cal error, missed deadlines, misplaced
papers, high volume of transactions and
many other situations. Over the years
the Legislature and the Department have
established ways to handle difficulties
according to the provisions of the state
tax code. Following are some of your
rights. Should you wish to consult the
law itself, you will find it in Sections 7-
1-4.1 through 4.3 NMSA 1978:

The right to available public informa-

tion and prompt and courteous tax
assistance;

The right to representation and ad-
vice by counsel or other qualified
representatives at any time during
your interactions with us according
to provisions of Section 7-1-24
NMSA 1978;

The right to have audits, inspections
of records and meetings conducted
at areasonable time and place ac-
cording to Sec. 7-1-11 NMSA 1978;

The right to simple, non-technical
information explaining procedures,
remedies and rights during audit,
protest and collection proceedings
under the Tax Administration Act;

The right to receive an explanation
of audit results and the basis for
audits, assessments or denials of
refunds that identify tax, interest or
penalty due;

The right to seek review through for-
mal or informal proceedings of find-
ings or unfavorable decisions aris-
ing from determinations during au-
dit or protest procedures according
to Sec. 7-1-24 NMSA 1978;

The right to have your tax informa-
tion kept confidential unless other-
wise specified by law in Sec. 7-1-8
NMSA 1978;

The right to an abatement of an as-
sessment of taxes incorrectly, er-
roneously or illegally made (Sec.
7-1-28 NMSA 1978) and a right to
seek a compromise of an asserted
tax liability. When the Secretary of
Taxation and Revenue in good faith
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doubts that you owe us what we
claim you owe, you also have the
right to seek a compromise if one
exists in your particular case (Sec.
7-1-20 NMSA 1978);

The right to clear information of the
consequences if a tax assessment
is not paid, secured, protested or
otherwise provided for according to
Sec. 7-1-16 NMSA 1978. If you
become a delinquent taxpayer,
upon notice of delinquency you
have the right to timely notice of
collection actions that require sale
or seizure of your property under
the Tax Administration Act, and
The right to pay your tax obligations
by installment payment agree-
ments according to the provisions
of Sec. 7-1-21 NMSA 1978.

Confidentiality Provisions:

Statutes regulating the confi-
dentiality of your taxes continue to be
strict. Sec. 7-1-8 NMSA 1978 requires
the department to answer questions
about whether a taxpayer is registered
to do business in this state or is regis-
tered for other tax programs, but it does
not allow employees to reveal whether
you have filed a return. A hearing
officer’s written ruling on questions of
evidence or procedure according to Sec.
7-1-24 NMSA 1978 may be made pub-
lic, but not the name and identification
number of the taxpayer requesting the
ruling. Now included in public record are
the monthly gasoline tax reports of num-
bers of gallons of gasoline and ethanol-
blended fuels received and deducted,
and the tax paid by each filer or payer
of the tax. ldentities of rack operators,
importers, blenders, suppliers or dis-
tributors and the number of gallons of
gasoline and other fuels are public
record. The department may make
known to the Gaming Control Board the
tax returns of license applicants and
their affiliates.

Audit Provisions:

We must provide you with writ-
ten, dated notice that an audit is about
to begin on a specific date, and the
notice must tell you which tax programs
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and reporting periods will be covered.
We must issue a second notice, which
states any outstanding records or books
of account requested and not yet re-
ceived, between 60 and 180 days after
the audit begins. If you do not produce
the records within 90 days, the depart-
ment can issue an assessment of tax
on the basis of the information as it
stands. If you need additional time, you
must submit a specific request in writ-
ing. Interest on outstanding liabilities
accrues if the department does not is-
sue an assessment within 180 days of
the notice of outstanding records or
books, or within 90 days after time has
expired under your request for additional
time; however, you are entitled to an
abatement of interest for the period of
time after you have complied with de-
partment requests and the department
has not acted on the audit.

Administrative Hearing Procedures:
A department hearing officer
may not engage as an employee in
enforcing or formulating general tax
policy other than to conduct hearings.
You may request the Secretary to de-
termine if a hearing officer’s activities
have affected his or her impartiality, and
the Secretary may assign the case to
another hearing officer. Hearing officers
may not communicate unilaterally about
a matter you have protested while that
matter is still pending. The Secretary
may appoint another hearing officer if
that occurs. You may request a written
ruling on any contested question of evi-
dence in matters in which you have filed
a pending written protest. You also may
request that two or more protests on
related issues be combined and heard
jointly, and the hearing officer shall grant
the request unless it creates an unrea-
sonable burden on the department.

Credit Claims:

The department has 180 days
from the filing date to approve or deny a
statutory tax credit. If it does not act,
the credit is approved. The Secretary
decides whether a refund of tax due you
may be offset against your other tax li-
abilities, and you will receive notice that
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the refund will be made accordingly. You
are entitled to interest until the tax li-
ability is credited with the refund
amount. Please see the paragraph
above on “Audit Provisions” for interest
due you if the department does not off-
set a refund or credit against your other
tax liabilities within the prescribed time.
The department may make a direct re-
fund of overpaid taxes to the taxpayer
without requiring the taxpayer to file a
refund claim. The department does not
have to pay interest on credits or re-
funds if it applies the amount to a tax
interception program, to an estimated
payment, or to offset prior liabilities of
the taxpayer.

Awarding of Costs and Fees:

If you prevail in an administra-
tive or court proceeding brought by you
or against you after July 1, 2003, under
the Tax Administration Act, you will re-
ceive a judgment or a settlement for
reasonable administrative costs con-
nected to the action.

Penalty:

The department may not as-
sess penalty against you if you fail to
pay tax when due because of a mis-
take of law made in good faith and on
reasonable grounds. If the Secretary
determines that it is unfair to hold a

spouse or former spouse liable for pay-
ment of unpaid taxes, the Secretary
may decline to take action against the
spouse or former spouse of the person
who actually owes the tax. In extreme
cases of delinquency under Sec. 7-1-
53 the department may enjoin a tax-
payer from continuing in business after
a hearing and until the delinquency is
cleared.

Donor Card, or

BECOME A DONOR

The New Mexico Driver’s License or Identification Card organ and tissue donor registry can
designate your decision to help others in need.

Say “YES” to saving lives!
The red heart on your license indicates your decision to donate LIFE!

An individual’s donation designation will be honored in the State of New Mexico at the time of
death. Indicate your decision by:

Organ Donor designation on Driver’s License or ID Card.
Donation sticker on the back of License or ID Card (available at MVD offices or
info@donatelifenm.org).

- Tell your family about your wishes to be a donor.

- Visit www.donatelifenm.org to obtain a:

- Advance Directive for Health Care Decisions Form

A donation designation can be made by an individual 16 or older, or with parental or guardian
consent for individuals under 16.

The New Mexico Motor Vehicle Division implemented First Person Consent ondriver’s license
and ID cards on Jan. 1st, 2003

PIT-1

-26- www.state.nm.us/tax




