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SENATE BI LL 236
A44TH LEGISLATURE - STATE OF NEW MEXICO - SECOND SESSION,

2000
| NTRODUCED BY
Carroll H Leavel

AN ACT
RELATI NG TO TAXATI ON, REDUCI NG | NCOVE TAX RATES.

BE I T ENACTED BY THE LEQ SLATURE OF THE STATE OF NEW MEXI CO
Section 1. Section 7-2-2 NVSA 1978 (being Laws 1986,
Chapter 20, Section 26, as anended) is anended to read:
"7-2-2. DEFINITIONS. --For the purpose of the Incone Tax
Act and unl ess the context requires otherw se:
A. "adjusted gross incone" neans adjusted gross
incone as defined in Section 62 of the Internal Revenue Code,

as that section nmay be anmended or renunbered;

B. "base incone"

(1) neans, for estates and trusts, that part
of the estate's or trust's incone defined as taxable inconme
and upon which the federal incone tax is calculated in the
I nternal Revenue Code for income tax purposes plus, for

t axabl e years begi nning on or after January 1, 1991, the
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anount of the net operating | oss deduction allowed by Section
172(a) of the Internal Revenue Code, as that section may be
anended or renunbered, and taken by the taxpayer for that
year;

(2) neans, for taxpayers other than estates
or trusts, that part of the taxpayer's incone defined as
adj usted gross income plus, for taxable years begi nning on or
after January 1, 1991, the anmpunt of the net operating |oss
deduction allowed by Section 172(a) of the Internal Revenue
Code, as that section nmay be anended or renunbered, and taken
by the taxpayer for that year; and

(3) includes, for all taxpayers, any other
i ncone of the taxpayer not included in adjusted gross incone
but upon which a federal tax is calcul ated pursuant to the
Internal Revenue Code for inconme tax purposes, except anounts
for which a calculation of tax is made pursuant to Section 55
of the Internal Revenue Code, as that section nay be anended
or renunbered; "base inconme" also includes interest received
on a state or |ocal bond,

C. "conpensation" nmeans wages, salaries,
conmi ssions and any other formof renuneration paid to
enpl oyees for personal services;
D. "departnment" means the taxation and revenue

department, the secretary of taxation and revenue or any
enpl oyee of the departnent exercising authority lawfully
del egated to that enployee by the secretary;

E. "fiduciary" neans a guardi an, trustee,
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executor, admnistrator, commttee, conservator, receiver

i ndi vidual or corporation acting in any fiduciary capacity;

F. "filing status” neans "married filing joint
returns", "married filing separate returns", "head of
househol d", "surviving spouse"” and "single", as those terns

are generally defined for federal tax purposes;

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

H.  "head of househol d" neans "head of househol d"
as generally defined for federal inconme tax purposes;

. "individual" nmeans a natural person, an estate,
a trust or a fiduciary acting for a natural person, trust or
est at e;

J. "Internal Revenue Code" means the United States
Internal Revenue Code of 1986, as anended;

K. "lunp-sum anount” neans an anmount that, for the
pur pose of determining liability for federal incone tax, was
not included in adjusted gross income but upon which the
five-year-averagi ng or the ten-year-averagi ng nethod of tax
comput ati on provided in Section 402 of the Internal Revenue
Code, as that section nmay be anended or renunbered, was
appl i ed;

L. "nodified gross incone” neans all income of the
taxpayer and, if any, the taxpayer's spouse and dependents,
undi m ni shed by | osses and from what ever source derived,

i ncl udi ng:
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(1)
(2)
(3)
(4)
(5)
(6)
(7)
(8)
paynent s;
(9)
(10)
endowrent contracts;
(11)
(12)
(13)
i ncone,
(14)
(15)
trust;
(16)
(17)
(18)
(19)
(20)
(21)

conpensati on;

net profit derived from business;

gai ns derived fromdealings in property;
i nterest;

net rents;

royal ties;

di vi dends;

al i mony and separate nmai ntenance

annui ties;

i ncome fromlife i nsurance and

pensi ons;
di scharge of indebtedness;

distributive share of partnership

i ncone in respect of a decedent;

income froman interest in an estate or

soci al security benefits;

unenpl oynent conpensation benefits;

wor kers' conpensation benefits;

publ i c assistance and wel fare benefits;
cost-of-living all owances; and

gifts;

M "nodified gross inconme" does not include:

(1)
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or drug expenses whet her nade to or on behalf of the
t axpayer;

(2) the value of room and board provi ded by
federal, state or |ocal governnents or by private individuals
or agenci es based upon financial need and not as a form of
compensati on;

(3) paynents nmade pursuant to a federal
state or |ocal governnment programdirectly or indirectly to a
third party on behalf of the taxpayer when identified to a
particul ar use or invoice by the payer; or

(4) paynents nade pursuant to Sections
7-2-14, [+234-4] 7-2-18, 7-2-18.1 and 7-3-9 NVBA 1978;

N. "net incone" neans, for estates and trusts,
base inconme adjusted to exclude amounts that the state is
prohi bited fromtaxing because of the [aws or constitution of
this state or the United States and neans, for taxpayers
other than estates or trusts, base incone adjusted to
excl ude:

(1) an anmount equal to the standard
deduction all owed the taxpayer for the taxpayer's taxable
year by Section 63 of the Internal Revenue Code, as that
section may be amended or renunbered;

(2) an anmount equal to the item zed
deductions, as defined in Section 63 of the Internal Revenue
Code, as that section nmay be anended or renunbered, allowed
the taxpayer for the taxpayer's taxable year |ess the anount

excl uded pursuant to Paragraph (1) of this subsection;
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(3) an anmount equal to the product of the
exenption anount allowed for the taxpayer's taxable year by
Section 151 of the Internal Revenue Code, as that section may
be anmended or renunbered, multiplied by the nunber of
personal exenptions allowed for federal inconme tax purposes;

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

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

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

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

(b) net operating |oss carryover
deductions to that year clained and all owed; and

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

(a) inthe case of atinely filed
return, in the taxable year imediately follow ng the taxable

year for which the return is filed; or

.131588. 1&
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(b) in the case of anmended returns or
original returns not tinely filed, in the first taxable year
begi nning after the date on which the return or amended
return establishing the net operating loss is filed; and

(c) in either case, if the net
operating | oss carryover exceeds the amount of net incone
excl usive of the net operating |oss carryover for the taxable
year to which the exclusion first applies, in the next four
succeedi ng taxable years in turn until the net operating |oss
carryover is exhausted; in no event shall a net operating
| oss carryover be excluded in any taxable year after the
fourth taxabl e year beginning after the taxable year to which
the exclusion first applies;

O "net operating | oss" nmeans any net operating
| oss, as defined by Section 172(c) of the Internal Revenue
Code, as that section may be anmended or renunbered, for a
taxabl e year as further increased by the incone, if any, from
obligations of the United States for that year |less rel ated
expenses;

P. "net operating | oss carryover" neans the
anount, or any portion of the anmount, of a net operating |oss
for any taxable year that, pursuant to Paragraph (6) or (7)
of Subsection N of this section, may be excluded from base
i ncome;

Q "nonresident"” means every individual not a
resident of this state;

R "person" nmeans any individual, estate, trust,

.131588. 1&
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recei ver, cooperative association, club, corporation,
conpany, firm partnership, limted liability conpany, joint
venture, syndicate or other association; "person"” also neans,
to the extent permtted by law, any federal, state or other
governmental unit or subdivision or agency, departnent or
instrunmental ity thereof;

S. "resident" neans an individual who is domciled
inthis state during any part of the taxable year; but any
i ndi vi dual who, on or before the | ast day of the taxable
year, changed his place of abode to a place without this
state with the bona fide intention of continuing actually to
abi de permanently without this state is not a resident for
t he purposes of the Inconme Tax Act;

T. "secretary" means the secretary of taxation and
revenue or the secretary's del egate;

U "state" neans any state of the United States,
the District of Colunbia, the commonwealth of Puerto Rico,
any territory or possession of the United States or any
political subdivision of a foreign country;

V. "state or local bond" neans a bond issued by a
state other than New Mexico or by a |ocal governnent other
t han one of New Mexico's political subdivisions, the interest
fromwhich is excluded fromincome for federal income tax
pur poses under Section 103 of the Internal Revenue Code, as
that section may be anended or renunbered;

W  "surviving spouse" neans "surviving spouse" as

general |y defined for federal incone tax purposes;
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X.  "taxabl e incone" neans net incone |ess any
| unp- sum anmount ;

Y. "taxable year" neans the cal endar year or
fiscal year upon the basis of which the net incone is
comput ed under the Inconme Tax Act and includes, in the case
of the return made for a fractional part of a year under the
provi sions of the Incone Tax Act, the period for which the
return i s nade; [and]

Z. "taxpayer" neans any individual subject to the

tax inposed by the Inconme Tax Act; and

AA. "zero bracket anpunt" neans the maxi mum anount

of taxable incone in the first bracket of the tax rate table

for a filing status, for which bracket the anpunt of tax due

is zero."
Section 2. Section 7-2-7 NVSA 1978 (being Laws 1994,
Chapter 5, Section 20, as anended) is anended to read:

"7-2-7. | NDIVIDUAL | NCOVE TAX RATES. --The tax inposed by
Section 7-2-3 NMSA 1978 shall be at the following rates for
any taxabl e year begi nni ng [ er—er—after—Jdanvary—3—3998] in
2000:

A. For married individuals filing separate returns:

If the taxable incone is: The tax shall be:

.131588. 1&
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Not over $1.100

Over

$1. 100 but not over $4,000

Over

$4. 000 but not over $8.000

Over

$8,. 000 but not over $12.000

exeess—ever—$—50,000-]
$0
2. 0% of excess over

$1.100
$ 58.00 plus 3.2% of

excess over $4. 000

$186 plus 4. 7% of

Over

$12, 000 but not over $20, 000

excess over $8, 000

$ 374 plus 6. 0% of

Over

$20, 000 but not over $32, 000

excess over $12.000

$ 854 plus 7.1% of

Over

$32, 000

excess over $20. 000

$1,. 706 plus 7. 9% of

excess over $32.000.

B. For surviving spouses and married individuals

filing joint returns:

If the taxable incone is:

The tax shall be:

.131588. 1&
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exeess—over—$10606,-600-]

Not over $2,200 $0

Over $2,200 but not over $8, 000 2. 0% of excess over
$2, 200

Over $8,000 but not over $16, 000 $ 116 plus 3. 2% of
excess over $8. 000

Over $16.000 but not over $24,000 $ 372 plus 4. 7% of
excess over $16, 000

Over $24,000 but not over $40.000 $ 748 plus 6.0% of
excess over $24, 000

Over $40,000 but not over $64,000  $1,708 plus 7. 1% of
excess over $40. 000

Over_ $64, 000 $3,412 plus 7.9% of
excess over $64, 000.

C. For single individuals and for estates and
trusts:
If the taxable incone is: The tax shall be:
[ Net—over—$5:-506 +—7%ef taxable—incore
.131588. 1&
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Not over $1.100

Over

$1.100 but not over $5.500

Over

$5. 500 but not over $11, 000

exeess—ever—$—65-000-]
$0

2. 0% of excess over

$1, 100
$ 88.00 plus 3.2% of

Over

$11, 000 but not over $16, 000

excess over $5,500

$ 264 plus 4. 7% of

Over

$16, 000 but not over $26, 000

excess over $11.000

$ 499 plus 6. 0% of

Over

$26, 000 but not over $42.000

excess over $16, 000

$1,.099 plus 7.1% of

Over

$42, 000

excess over $26. 000

$2.235 plus 7.9% of

excess over $42, 000.

D. For heads of household filing returns:

If the taxable incone is:

.131588. 1&
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Not over $1,500

Over

$1. 500 but not over $7,.000

Over

$7. 000 but not over $14, 000

excess—over—$—83666-]
$ 0

2. 0% of excess over

$1. 500
$ 110 plus 3.2% of

Over

$14, 000 but not over $20, 000

excess over $7.000

$ 334 plus 4. 7% of

Over

$20, 000 but not over $33, 000

excess over $14. 000

$ 616 plus 6.0% of

Over

$33, 000 but not over $53, 000

excess over $20. 000

$1,396 plus 7.1% of

Over

$53, 000

excess over $33,000

$2,816 plus 7. 9% of

excess over $53, 000.

E. The tax on the sum of any | unp-sum anmounts

.131588. 1&
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included in net inconme is an anount equal to five
mul tiplied by the difference between:

(1) the anobunt of tax due on the
t axpayer' s taxabl e i ncone; and

(2) the amobunt of tax that woul d be due on
an anount equal to the taxpayer's taxable income and twenty
percent of the taxpayer's |unp-sum anounts included in net
i ncome. "

Section 3. Section 7-2-7 NVSA 1978 (being Laws 1994,
Chapter 5, Section 20, as anended by Section 2 of this act
if it becones law) is repeal ed and a new Section 7-2-7 NVBA
1978 is enacted to read:

"7-2-7. [NEW NATERI AL] | NDI VI DUAL | NCOVE TAX RATES. - -

The tax inposed by Section 7-2-3 NMSA 1978 shall be at the
follow ng rates for any taxabl e year beginning in 2001:

A. For married individuals filing separate

returns:
If the taxable incone is: The tax shall be:

Not over $1, 300 $ O

Over $1,300 but not over $4,000 2. 0% of excess
over

$1, 300
Over $4,000 but not over $8, 000 $ 54.00 plus 3.2%

of

excess over $4, 000

Over $8,000 but not over $12,000 $ 182 plus 4. 7% of

excess over $8, 000

.131588. 1&
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Over $12,000 but not over $20, 000 $ 370 plus 6.0% of
excess over $12, 000
Over $20, 000 but not over $50, 000 $ 850 plus 7.1% of
excess over $20, 000
Over $50, 000 $2,980 plus 7.9% of
excess over $50, 000.
B. For surviving spouses and married individuals

filing joint returns:

If the taxable incone is: The tax shall be:

Not over $2, 600 $ O

Over $2,600 but not over $8, 000 2. 0% of excess
over $2, 600

Over $8,000 but not over $16, 000 $108 plus 3. 2% of
excess over $8,000

Over $16,000 but not over $24, 000 $ 364 plus 4. 7% of
excess over $16, 000

Over $24,000 but not over $40, 000 $ 740 plus 6. 0% of
excess over $24, 000

Over $40, 000 but not over $100,000 $1,700 plus 7.1% of
excess over $40, 000

Over $100, 000 $5, 960 plus 7.9% of
excess over $100, 000.

C. For single individuals and for estates and

trusts:

If the taxable incone is: The tax shall be:
Not over $1, 400 $ O
Over $1,400 but not over $5, 500 2. 0% of excess
.131588. 1&
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Over

Over

Over

Over

Over

over

$5, 500 but not over $11, 000

$11, 000 but not over

$16, 000 but not over

$26, 000 but not over

$65, 000

$16, 000

$26, 000

$65, 000

$1, 400
$ 82.00 plus 3.2% of
excess over $5, 500
$ 258 plus 4. 7% of
excess over $11, 000
$ 493 plus 6.0% of
excess over $16, 000
$1, 093 plus 7. 1% of
excess over $26, 000
$3, 862 plus 7.9% of

excess over $65, 000.

D. For heads of household filing returns:

If the taxable incone is:

Not over $3, 000

Over

Over

Over

Over

Over

Over

$3, 000 but not over $7, 000

over

$7,000 but not over $14, 000

$14, 000 but not over

$20, 000 but not over

$33, 000 but not over

$82, 000 but not over

E. The tax on

.131588. 1&

$20, 000

$33, 000

$82, 000

$124, 000

The tax shall be:
$ O
2. 0% of excess
$3, 000
$ 80.00 plus 3.2% of
excess over $7,000
$ 304 plus 4. 7% of

excess over $14, 000

$ 586 plus 6.0% of
excess over $20, 000
$1, 366 plus 7. 1% of

excess over $33, 000

$4, 845 plus 7. 9% of

excess over $82, 000.

t he sum of any | unp-sum anounts
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included in net inconme is an anount equal to five
mul tiplied by the difference between:

(1) the anpbunt of tax due on the
t axpayer' s taxabl e i ncone; and

(2) the amobunt of tax that woul d be due on
an anount equal to the taxpayer's taxable income and twenty
percent of the taxpayer's |unp-sum anounts included in net
i ncome. "

Section 4. Section 7-2-7 NVSA 1978 (being Section 3
of this act if it becones law) is repeal ed and a new
Section 7-2-7 NMBA 1978 is enacted to read:

"7-2-7. [ NEW MATERI AL] | NDI VI DUAL | NCOVE TAX RATES. - -

The tax inposed by Section 7-2-3 NMSA 1978 shall be at the
following rates for any taxable year beginning on or after
January 1, 2002:

A. For married individuals filing separate

returns:
If the taxable incone is: The tax shall be:

Not over $3,100 $ O

Over $3,100 but not over $4,000 2. 0% of excess
over $3, 100

Over $4,000 but not over $8, 000 $ 18.00 plus 3.2%
of excess over

$4, 000
Over $8,000 but not over $12,000 $ 146 plus 4. 7% of
excess over $8, 000

Over $12,000 but not over $20, 000 $ 334 plus 6.0% of

.131588. 1&
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Over $20, 000 but not over $50, 000

Over $50, 000

B. For surviving spouses and married individuals

filing joint returns:
If the taxable incone is:
Not over $6, 200
Over $6,200 but not over $8, 000
over

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

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

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

excess over $12, 000
$ 814 plus 7.1% of

excess over $20, 000
$2,944 plus 7.9% of

excess over $50, 000.

The tax shall be:
$ O
2. 0% of excess
$6, 200
$ 36.00 plus 3.2% of

excess over $8, 000

$ 292 plus 4. 7% of
excess over $16, 000
$ 668 plus 6.0% of

excess over $24, 000

Over $40,000 but not over $100,000 $1,628 plus 7.1% of

Over $100, 000

excess over $40, 000

$5, 888 plus 7. 9% of
excess over $100, 000.

C. For single individuals and for estates and

trusts:

If the taxable incone is:
Not over $3, 400
Over $3,400 but not over $5,500

over

.131588. 1&
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$ 0
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$3, 400



new
= del ete

underscored materi a

[ bracketed—raterial]

© 00 N oo o1~ W N P

N N NN NN B B R R R R R R R R
g B W N B O © ©® N O OO0 M W N P O

Over

Over

Over

Over

Over

$5, 500 but not over $11, 000

$11, 000 but not over

$16, 000 but not over

$26, 000 but not over

$65, 000

$16, 000

$26, 000

$65, 000

$ 42.00 plus 3.2% of
excess over $5,500

$ 218 plus 4. 7% of
excess over $11, 000
$ 453 plus 6.0% of
over $16, 000
plus 7.1% of

excess
$1, 053

excess over $26, 000

$3, 822 plus 7.9% of

excess over $65, 000.

D. For heads of household filing returns:

If the taxable incone is:

Not over $5, 000

Over $5,000 but not over $7,000

Over

Over

Over

Over

Over

i ncluded i n net

over

$7,000 but not over $14, 000

$14, 000 but not over

$20, 000 but not over

$33, 000 but not over

$82, 000

E. The tax on

.131588. 1&

$20, 000

$33, 000

$82, 000

t he sum of

i ncone i s an anobunt

The tax shall be:

$ O
2. 0% of excess
$5, 000

$ 40.00 plus 3.2% of
excess over $7,000
$ 264 plus 4. 7% of
excess over $14, 000
$ 546 plus 6.0% of
excess over $20, 000
$1, 326 plus 7.1% of
excess over $33, 000
$4, 805 plus 7.9% of

excess over $82, 000.

any | unp-sum anounts

equal to five
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multiplied by the difference between:
(1) the anpunt of tax due on the
t axpayer's taxabl e incone; and
(2) the anmount of tax that woul d be due on
an anmount equal to the taxpayer's taxable incone and twenty
percent of the taxpayer's |unp-sum anmounts included in net
i nconme. "
Section 5. A new section of the Income Tax Act,
Section 7-2-7.2 NMBA 1978, is enacted to read:
"7-2-7.2. [ NEWMATERI AL] | NDEXI NG OF TAX RATE

TABLES. - - For taxabl e years begi nning on or after January 1,
2003, the tax rate schedul es in Subsections A through D of
Section 7-2-7 NVBA 1978 shall be adjusted to account for
inflation. The departnent shall make the adjustnments by
mul tiplying the m nimum and maxi num bracket anmounts by a
fraction, the nunerator of which is the consuner price

i ndex ending during the cal endar year in which the taxable
years begin and the denom nator of which is the consumner
price index ending in cal endar year 2002. The result of
the multiplication shall be rounded down to the nearest one
hundred doll ars ($100) except that, if the result would be
a mni mum or maxi mum bracket anount |ess than the
correspondi ng anount for the preceding year, then no

adj ustment shall be made. The departnment shall adjust the
tax due shown for the m nimum bracket anounts accordingly.
For the purposes of this section, "consumer price index"

nmeans t he average of the consuner price index for all urban

.131588. 1&
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consurers published by the United States departnent of
| abor for the twelve-nonth period ending July 31 of the
cal endar year."

Section 6. Section 7-2-12 NVMSA 1978 (being Laws 1965,
Chapter 202, Section 10, as anended) is amended to read:

"7-2-12. TAXPAYER RETURNS- - PAYMENT OF TAX. --

A. Every resident of this state and every

i ndi vidual deriving incone from any business transaction,
property or enploynment within this state and not exenpt

fromtax under the Incone Tax Act [whe] shall file a

conplete tax return with the departnent in formand content

as prescribed by the secretary if the individual:

(1) is required by the laws of the United
States to file a federal incone tax return [shaH—FHte—a
I ek I o I
as—preserbed—by—the—seeretary] or files a federal incone

tax return; and

(2) the taxpayer's taxable i ncome exceeds

the zero bracket ampount for the taxpayer's filing status.

B. Unless otherw se required under the | ncone

Tax Act or prescription of the secretary, in conpleting a

return for a taxable yvear, the taxpayer shall declare the

sane filing status and nunber of personal exenptions as the

taxpayver declared for federal incone tax purposes for that

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

file a federal incone tax return for the taxable vear. the

filing status and nunber of personal exenptions that would

.131588. 1&
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have been required or allowed for that taxpayer by the

Internal Revenue Code and requl ations pursuant to the code

for that taxable vyear

C. The return required and the tax inposed on
i ndi vidual s under the Incone Tax Act are due and paynent is
required on or before the fifteenth day of the fourth nonth
following the end of the taxable year."
Section 7. APPLI CABILITY.--The provisions of Section
1 of this act are applicable to taxable years begi nning on

or after January 1, 2000.
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