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Stricken language would be deleted from present law. Underlined language would be added to present law.

State of Arkansas As Engrossed: H3/7/97
81st General Assembly A Bl”
Regular Session, 1997 HOUSE BILL 1685

By: Representatives Sheppard and Courtway

For An Act To Be Entitled
"AN ACT TO CREATE THE SMALL BUSI NESS CAPI TAL FORMATI ON ACT
OF 1997; TO PROVI DE A DEDUCTI ON FROM | NCOVE FOR CAPI TAL

GAINS ON THE SALE OF QUALI FI ED STOCK; AND FOR OTHER
PURPCSES. "

Subtitle
“TO CREATE THE SMALL BUSI NESS CAPI TAL
FORMATI ON ACT; TO PROVI DE A DEDUCTI ON
FROM | NCOVE FOR CAPI TAL GAINS ON THE

SALE OF QUALI FI ED STOCK. "

BE | T ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF ARKANSAS:

SECTION 1. (a) There shall be all owed a deduction fromnet inconme for

a qualified small business net capital gain recognized on the sale of

qualified small business stock for any taxable year in an ambunt equal to the

fol | owi ng:

(1) For qualified small business stock held for a period of five

(5) years fromthe date of the purchase of the stock, fifty percent (50%;

(2) For qualified small business stock held for a period of six

(6) years fromthe purchase of the stock, sixty percent (60%;

(3) For qualified small business stock held for a period of seven

(7) years fromthe purchase of the stock, seventy percent (70%;

(4) For qualified small business stock held for a period of eight

(8) years fromthe purchase of the stock, eighty percent (80%;

(5) For qualified small business stock held for a period of nine (9)

years fromthe purchase of the stock, ninety percent (90%; and

(6) For qualified small business stock held for a period of ten
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As Engrossed: H3/7/97 HB 1685

(10) years fromthe purchase of the stock, one hundred percent (100% .
(b) For purposes of this act:

(1) "Qualified small business net capital gain" neans the net
capital gain for the taxable year determ ned by taking into account only gain
or loss fromsales or exchanges of qualified small business stock

(2) "Qualified small business stock"” neans stock issued directly
by a qualified small business after Decenber 31, 1998;

(3) ¥Qualified small business» neans any donestic corporation
whose total capitalization does not exceed one hundred mllion dollars
($100, 000, 000) and no nore than ten percent (109 of the firns assets are held

in the formof real estate during the hol ding periods set forth in Section

1(a) of this Act.

(c) Any taxpayer who seeks to qualify for the inconme tax deduction set

forth in this section nust:

(1) Obtain a certified statenment fromthe corporation issuing the

qualified business stock stating:

(i) The nane and address of the purchaser

(ii) The nunmber of shares of qualified business stock
pur chased;

(iii) The anpunt paid by the original purchaser for the
qual i fied busi ness stock; and

(iv) The dates of purchase and sale of the qualified business
stock.
(2) Attach a copy of the statenment described in (c)(1) of this
section to the income tax return for the year the deduction is clainmed.

SECTION 2. The provisions of this act shall be in effect for taxable

years begi nning on and after January 1, 1998.

SECTION 3. Al provisions of this act of a general and permanent nature

are anendatory to the Arkansas Code of 1987 Annotated and the Arkansas Code

Revi si on Comni ssi on shall incorporate the sane in the Code.
SECTION 4. |If any provision of this act or the application thereof to
any person or circunstance is held invalid, such invalidity shall not affect

ot her provisions or applications of the act which can be given effect w thout
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As Engrossed: H3/7/97 HB 1685
the invalid provision or application, and to this end the provisions of this

act are declared to be severable.
SECTION 5. Al laws and parts of laws in conflict with this act are

her eby repeal ed.

/ s/ Rep. Sheppard, et al
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