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. Are you required to file New Mexico Form PTE, Income and Information Return for Pass-through Entities,
because the pass-through entity (PTE) is registered to do business in New Mexico, transacts business in, into or
from this state, or derives any income from property or employment within this state? If yes, beginning in 2011
you must remit quarterly withholding from the net income of the nonresident owners, members or partners
(owners). The withholding must be reported on Form RPD-41355, Quarterly Pass-Through Entity
Withholding Tax Return, due on or before the 25™ day of the month following the close of the calendar quarter
in which the net income was earned. '

Certain exceptions to the requirement to withhold are allowed, and doé¢umentation must be maintained in the
PTE’s records to establish that the PTE had reasonable cause for not withholding. A complete list of
exceptions is provided in the instructions to Form RPD-41355

To establish that an owner is a New Mexico resident or maintains a principal place of business in New Mexico
and that the PTE thus has reasonable cause not to withhold, the PTE may have the owner sign and notarize
Form RPD-41354, Declaration of Principal Place of Business or Residence in New Mexico.  To ease the
transition to the new requirements, a PTE may rely on reasonable documientation showing that the owner is a
New Mexico resident or has a business with a principal place of business in New Mexico for calendar quarters
ending prior to January 1, 2012. Reasonable documentation can include a New Mexico address. For calendar
quarters beginning on or after January 1, 2012, the PTE must maintain Form RPD-41354 on file or, if it is a
corporation, copies of incorporation papers or information from the New Mexico Public Regulation
Commission web site indicating that the corporation is a New Mexico corporation in good standing and
" including its address.

An owner can enter into an agreement with the PTE to pay the tax otherwise required to be withheld by the
PTE. The agreement may be made by completing Form RPD-41353, Nonresident Owner’s or Remittee’s
- Agreement to Pay Withholding On Behalf of a Pass-Through Entity or Remitter. Form RPD-41353 must be
completed and on file with the PTE at the time it files its annual reports for the tax year to which the agreement
pertains. The owner must remit the tax required to be withheld using Form RPD-41356, Pass-through Entity
Owner’s Quarterly Tax Payment, or by another form -of payment such as estimated payments. If the
Department notifies the PTE that the owner has failed to remit the required payment, the agreement is no
longer acceptable by the Department as reasonable cause for failure to withhold. The PTE is not responsible
for withholding on the net income earned in quarters that ended prior to the Department’s notification.

A PTE also must submit annual returns to the Department, including details of the net income of each owner
and the withholding tax paid on that income. A PTE must provide each owner sufficient information to enable
the owner to comply with the provisions of the Income Tax Act and the Corporate Income and Franchise Tax
Act, with respect to the owner's share of the net income. The Department plans to release in the last quarter of
2011 the forms to be used for these submissions. '
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