——— INSTRUCTIONS FOR PIT-ES, ESTIMATED INCOME TAX PAYMENT VOUCHER ——

First 2008 Estimated Personal Income Tax Payment Due April 15, 2008

Beginning in 2009, a taxpayer who does not make sufficient payments for tax year 2008 may receive
an assessment of penalty for underpayment of New Mexico personal income tax, even if the full tax
amount owed is paid with the annual return in April.

The law has been in effect since 1997- but will not be enforced until tax year 2008 and subsequent years.
Please note, if a taxpayer is required by law to make estimated payments for tax year 2007, such pay-
ments must still be made despite the Department’s decision not to impose the penalty.

The first estimated payment due for tax year 2008 is April 15, 2008. Subsequent payments are due June
16, 2008, September 15, 2008 and January 15, 2009.

Note: Lines 28 and 29 of Form 2007 PIT-1 are pre-populated with zeros. The penalty for underpayment
of estimated tax will not be assessed for tax year 2007. The lines and instructions are included for infor-
mational purposes, and as a reminder that the underpayment penalty will be assessed for year 2008.

WHO MUST MAKE ESTIMATED PAY-
MENTS?

Every individual who must file a per-
sonal income tax return under the
Income Tax Act also must pay esti-
mated income tax. The way to do this is
through either withholding or estimated
tax payments. There is a penalty for
underpayment or non-payment of
estimated tax.

There is no penalty for underpayment

of estimated income tax if:

* You are a first-year resident;

* Your tax for the current year, less
amounts withheld, is under $500;

* Your tax liability for the tax year is
less than $500; or

* You are a full-year New Mexico resi-
dent whose previous tax year was
a 12-month tax year, and you owed
zero tax for that tax return.

HOW MUCH ESTIMATED TAX
SHOULD YOU PAY?

To calculate estimated tax, first deter-
mine the “required annual payment”
or the total amount of estimated tax to
be paid during the tax year. When you
have figured the annual payment, then
determine the amount and timing for
each estimated tax installment.

The required annual payment is the
lesser of:
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* 90% of the tax on the current
year’s return (or the tax for the year
if no return is filed), or

*  100% of the tax on the prior-year
return, but only if you filed a return
for a full 12-month year.

To determine the required annual pay-
ment, calculate 2007 tax as follows:

* 2007 Net New Mexico Income Tax
from line 19, Form PIT-1;
Less:

* Total Rebates and Credits from line
27, Schedule PIT-RC, and
New Mexico income tax withheld

NOTE: The line numbers and the cal-
culation of estimated tax may change
from year to year. Refer ONLY to the
instructions for estimated tax or Form
RPD-41272, Calculation of Estimated
Personal Income Tax Underpayment
Penalty, specifically written for the
tax year you are filing to calculate the
required annual payment or the un-
derpayment penalty if the special rules
discussed below apply to you.

WHAT IS THE AMOUNT OF THE
ESTIMATED INSTALLMENT PAY-
MENTS, AND WHEN ARE THEY
DUE?

Generally, four equal installments of
the required annual payment are due
on or before the 15th day of the fourth,
sixth, and ninth months of the tax year
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and the first month of the following
year. For most calendar-year taxpay-
ers those dates are:

April 15
September 15

June 15
January 15

Sometimes a due date for an estimated
payment is a Saturday, Sunday, state
or national legal holiday. The estimated
payment is timely when the postmark
bears the date of the next business
day. Delivery by a private delivery
service is timely if the date the deliv-
ery service records is on or before the
required mailing date.

Special rules apply for certain tax-
payers. There are exceptions to the
general rules for determining the timing
and amount of each estimated install-
ment payment, and for determining
receipt of estimated payments. Special
rules apply if:

*  Yourincome varied during the year
so that you did not have to pay es-
timated personal income tax until
after March 31 of the tax year;

* You are a farmer or rancher who
expects to receive 2/3 of gross in-
come for the tax year from farming
or ranching, or who has received at
least 2/3 of your gross income for
the previous tax year from farming
or ranching, or

*  You want to compute estimated
payments according to the actual
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dates on which all amounts of with-
holding tax were withheld for the
applicable tax year.

Each exception is described below.
If one of the special rules applies to
you, you may use a special method of
calculating penalty on underpayment
of estimated income tax.

To use a special method, complete
Form RPD-41272, Calculation of Es-
timated Personal Income Tax Under-
payment Penalty, specific to the tax
year of the return. Mark the checkbox
on line 29 of Form PIT-1 as instructed
on Form RPD-41272. Submit it with
your PIT-1 return.

If no penalty for underpayment of es-
timated income tax is due or you owe
estimated income tax, but you do not
qualify for special calculation proce-
dures, you do not need to file Form
RPD-41272. However, you may use it
anyway to calculate your penalty. Do
not submit the form to the Department.
Leave the checkbox on line 29 of Form
PIT-1 blank.

Exception for annualized income.
Taxpayers with seasonal income can
use a modified annualization method
to determine the amount and timing of
estimated payments. You may use the
modified annualized method only if,
actual income through March 31, is too
small to trigger a required payment.

Test dates for subsequent payments
are May 31, August 31 and December
31. You may have to balance your
account later in the year if your base
income increases and you did not
make earlier installments.

Exception for farmers and ranch-
ers. The law provides a special rule,
identical to the federal rule, for farmers
and ranchers who expect to receive at
least 2/3 of their GROSS income from
farming or ranching, or who received
at least 2/3 of their GROSS income
from farming or ranching in the prior
year. Farmers and ranchers meeting
the gross-income test may:

* Make one estimated payment in
the amount of the required annual
payment on or before January 15
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of the year following the tax year
of the return, or

* File and pay in full on or before
March 1 of the year following the
tax year of the return.

For joint returns the farmer or rancher
must count the spouse’s gross income
in determining whether the couple
meets the two-thirds-of-gross-income
test.

Exception for individuals who
estimate installment payments ac-
cording to the actual dates when
all amounts of withholding tax
were withheld for the applicable
tax year. The amount of New Mexico
income tax an employer deducts and
withholds is a payment of estimated
tax. The Department considers an
equal amount of tax withheld as tax
paid on each installment due date
unless the taxpayer establishes on
Form RPD-41272 the dates on which
all amounts were actually withheld.
This provision may apply separately
to wage and pension withholdings and
any other amounts withheld under the
Withholding Tax Act.

PENALTY FOR UNDERPAYMENT
OR NON-PAYMENT

Underpayment or non-payment of es-
timated tax is subject to penalty on the
difference between the estimated tax
payment and the actual amount of es-
timated tax due. Penalty accumulates
from the due date of the estimated tax
payment until the earlier of:

* the date the payment is made, or

* the 15th day of the fourth month
following the close of the tax
year.

New Mexico calculates penalty (in the
form of interest) on underpayment
of estimated tax at the same rate as
interest on an underpayment of tax.
Beginning January 1, 2008, penalty is
computed on a daily basis, at the rate
established for individual income tax
purposes by the U.S. Internal Revenue
Code (IRC). NOTE: The penalty for
underpayment of estimated tax may
exceed the maximum 20% that applies
to an underpayment penalty.
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The formula for calculating daily pen-
alty is:

Estimated tax payment due x the
daily interest rate x number of days
late = penalty due.

The IRC rate changes quarterly. At
the time these instructions went to the
printer, the rate was 8% per year. The
IRC rate for each quarter is announced
by the Internal Revenue Service in the
last month of the previous quarter. The
interest rates for each quarter will be
posted on our web site at www.tax.

No penalty applies to the fourth esti-
mated payment if the taxpayer files a
return and pays the full amount on or
before January 31 of the next year.

If the balance due is $500 or more,
the Department first determines if the
required annual payment was made.
If it was, there is no penalty. If it was
not, the Department calculates the
underpayment penalty and issues
an assessment. If you believe an as-
sessment is in error, you can protest
the assessment and provide more
information.

INFORMATION AND ASSISTANCE

The Tax Information and Policy Office
publishes FYI-320, PIT-ES: Personal
Income Tax Estimated Payments.
You may request this publication by
e-mailing policy.office@state.nm.us.
It is also on the Internet at www.tax.

state.nm.us. Click on “publications”.

MAKING PAYMENT ON THE INTER-
NET

Payment for estimated tax may be
made using the Internet. Visit the
Department’s web site and select E-
Services. Payment may be made via
credit card, Visa, MasterCard or Ameri-
can Express, (2.2% convenience fee is
added for credit card payments) or by
electronic check at no charge.

MAKING PAYMENT BY CHECK OR
MONEY ORDER

You must complete Form PIT-ES and
mail the form and payment to the De-
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partment. You may also drop off Form
PIT-ES and payment to a local District
Office. See inside the cover of the
PIT-1 Instructions for addresses.

STEPS FOR COMPLETING PIT-ES

Please read the section Filling in Your
Tax Return on page 15 of the Form
PIT-1 Instructions for general infor-
mation.

STEP 1

Obtain the PIT-ES form for the cor-
rect tax year. Ensure that your PIT-ES
form indicates the tax year for which
you wish to make an estimated pay-
ment. For example, if you are making
an estimated payment for your 2008
tax return due in 2009, make certain
that your PIT-ES form indicates the
2008 tax year. If you wish to make an
estimated payment for a different tax
year, obtain the PIT-ES for the correct
tax year. See Contacting the Depart-
ment on page 11 of Form PIT-1 instruc-
tions. The PIT-1 form packet contains
forms for tax years 2007 and 2008.

Type or print all entries in blue or
black ink. Do not use pencil.
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Enter your name and social security
number. Enter your spouse’s name and
social security number if you expect to
file a joint return for 2007. Names and
social security numbers should appear
in the same order each time you make
an estimated payment.

STEP 2

Calculate the estimated payment.
Using the tax rate tables for the ap-
plicable tax year, determine how much
estimated tax you owe and the amount
of payments made to date, if any. In-
clude any prior-year overpayments you
choose to apply to the current year’s
estimated tax payments.

STEP 3

Complete the PIT-ES. If you are a
fiscal-year filer, enter the last day of the
tax year. Include the month, day and
year; for example, 10/31/07. All taxpay-
ers check the appropriate box for the
quarter to which the estimated pay-
ment should be applied. Fiscal-year
filers should also check the box for
the period comparable to a calendar-
year filer.
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Enter the amount you are submitting
with the PIT-ES. Use whole dollars
only. Do not enter or pay cents.

STEP 4

Keep a copy or other record of each
PIT-ES payment that you submitin a
safe place. You will need them when
you prepare your personal income
tax return.

STEP 5

If making payment by mail, use your
own envelope, mail your check or
money order and the completed
PIT-ES. Make your check or money
order payable to Taxation and Rev-
enue Department. Write your social
security number, the tax year and “PIT-
ES” on the check or money order. For
proper credit on your account, please
DO NOT mix a payment of estimated
personal income tax with any other
payment!

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