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NOTE: Asprovided in LFC poalicy, thisreport isintended for use by the standing finance committees of the

legidature. TheLegidative Finance Committee does not assume responsibility for the accuracy of theinformation in

thisreport when used in any other situation.

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

FISCALIMPACTREPORT

|SPONSOR: ||Cisneros ||DATETYPED: ||02/15/00 ”HB |

[SHORT TITLE: |[Limit Refund Investment Credit Earned B |l8s/aswmcC

| ANALYST:lEaton

REVENUE
Estimated Revenue
FY00 EY01* Subsequent Recurring Fund
Years Impact or Non-Rec** Affected
| $ (500.0)| |Non-Recurring ||Genera| Fund

(Parenthesis () Indicate Revenue Decreases)

*The negative fisca impact represents less than 2% of the roughly $28 million in tota investment credit
bal ances.

**Snce rebate digibility provisons are S0 redtrictive, and timing of investment credit gpplications and

gpprovals unpredictable, the negative fisca impact is essentialy nonrecurring. Theimpact in FY 2001 does
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not represent new investment credit clams, but only an acceeration in the payment of claims dready
granted.

SOURCES OF INFORMATION

Taxation and Revenue Department (TRD)

SUMMARY

Sponsored for the Revenue Stabilization and Tax Policy Committee.

Synopsis of SWMC amendment

The amendment strikes Section C and adds a new Section C that places atime limit and a minimum tax
liability to the digibility provisons of the investment credit refund proposed by this bill. The digible taxpayer
to dlam the investment credit must have in the cdendar year the credit is claimed a credit amount of lessthan
$500,000. The aso adds a minimum tax ligbility of 10,000 requirement in the prior calendar year.

Synopsis of Bill

This bill amends the Investment Credit Act (Section 7-9A-8 NMSA 1978) to alow limited refunds of
unclamed investment credit to qudified taxpayers. To be digible for arefund, ataxpayer must have a credit
balance of less than $500,000. Additiondly, the taxpayer's combined gross receipts, compensating, and
withholding tax ligbility for the previous caendar year must tota less than 35% of available credit on January
1 of the current calendar year. Taxpayers have until September 30 of the current calendar year to apply for a
refund of up to $250,000.

Theintent of the 35% of liahility to credit balance restriction isto target smdler, rdatively new manufacturing
firms making sgnificant capita investments. This proposal would save these taxpayers, who may tend to
cary largeinvestment credit balances rdative to CRS tax liability, some opportunity costs of having "money”
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st idle. For example, qudified taxpayers would have funds available for business operations and
development, or to move into interest-bearing investments.

FISCAL IMPLICATIONS

The estimated impact of the bill as amended would reduce the generd fund by $500.0 (non-recurring). The
negative fisca impact represents less than 2% of the approximately $28 million in total investment credit
bal ances.

Since rebate eigibility provisons are so redrictive, and timing of investment credit gpplications and approvas
unpredictable, the negative fiscd impact is essentialy nonrecurring. The impact in FY 2001 does not
represent new investment credit claims, but only an acceleration in the payment of clams dreedy granted.

ADMINISTRATIVE IMPLICATIONS

Minima impact on the Taxation and Revenue Department (TRD).

JE/njw
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