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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: S3/24/97
81st General Assembly A BI”
Regular Session, 1997 SENATE BILL

By: Senator Smith

For An Act To Be Entitled
"AN ACT TO PROVI DE AN | NCOVE TAX EXEMPTI ON FOR CERTAI N
| NVESTMENT | NCOVE OF AN OANER OF A NEW OR EXPANDED
AGRI CULTURAL COWMODI TY PROCESSI NG FACI LI TY; TO PROVI DE A
TAX CREDI T FOR CERTAI N | NVESTMENTS | N CERTAI N AGRI CULTURAL
PROCESSI NG COOPERATI VES; AND FOR OTHER PURPOSES. "

Subtitle
"1 NCENTI VES FOR NEW OR EXPANDED
AGRI CULTURAL COWMODI TY PROCESSI NG
FACI LI TY AND AGRI CULTURAL PROCESSI NG
COOPERATI VES. "

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

SECTION 1. For purposes of this act:

(1) "Agricultural commdity processing facility" means buil ding,

structures, fixtures and inprovenents used or operated primarily for the

697

processi ng or production of marketable products fromagricultural commdities.

The term does not include a facility that provides only, storage, cleaning,

drying or transportation of agricultural commpdities.

(2) Arkansas agricultural producer neans an individual who produces

agricultural commodities by new processes in this state and enpl oys twenty-

five (25) or |ess enpl oyees.

(3) Agricultural conmpdities neans a farmor ranch producer of catfish

or rice as classified under Standard Industrial Classification 0273 and 0112.

(4) "Arkansas producer-owned agricultural processing cooperative" neans

a legal entity in the nature of a partnership or business undertaking

agricultural transactions or agricultural commercial enterprises for nutua
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As Engrossed: S3/24/97 SB 697

profit which are owned and controlled by Arkansas agricultural producers. An

Arkansas producer-owned agricultural processing cooperative requires a

community of interest in the performance of the undertaking, transaction or

enterprise, a right to direct and govern the policy in connection therewith

and the duty, which nay be altered by agreenent, to share both in profit and

| osses. The term does not include a cooperative that provides only storage,

cl eani ng, drying, or transportation of agricultural commbdities.

(5) "Arkansas producer-owned agricultural processing marketing

associ ation" nmeans a legal entity owned by Arkansas producers of agricultura

commpdities and organized to jointly market agricultural conmodities,

facilitate the marketing process and to pronpte and stinulate the processing,

sal es, and marketing of agricultural commbdities. The term does not include a

mar ket i ng associ ation that provides only storage, cleaning, drying, or

transportation of agricultural commpdities.

(6) "Arkansas producer-owned agricultural processing venture" neans a

Il egal entity in the nature of a corporation or conpany organized to invest in

or operate an agricultural compdity processing facility operated primarily

for the processing or production of marketable products fromagricultura

commodities. The term does not include a venture that provides only storage,

cl eaning, drying, or transportation of agricultural commbdities.

(7) "Direct investnent" nmeans the paynent of noney in an Arkansas

producer-owned agricultural processing cooperative, venture, or marketing

associ ations or the transfer of any form of econonic val ue, whether tangible

or intangible, other than noney.

(8 "Facility" means each part of the facility which is used in a

process primarily for:

(A) The processing of agricultural conmodities, including

receiving or storing agricultural conmodities;

(B) Transporting the agricultural commpdities or product before,

during or after the processing; or

(C) Packaging or otherw se preparing the product for sale or

shi prment .

SECTION 2. (a) The owner of a new or expanded agricultural commodity

processing facility in this state nay claima tax credit from Arkansas taxabl e

i ncome, or in the case of an individual, the Arkansas adjusted gross incone,
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As Engrossed: S3/24/97 SB 697

in the anount of five percent (5% of the investnent by the owner in the new
or expanded agricultural commpdity processing facility.

(b) The Revenue Division of the Departnment of Finance and
Adm ni stration shall conpile the total ampunt of tax credits used pursuant to
the provisions of this act for each cal endar year

(c)(1) When the total anmpunt of tax credits used pursuant to the
provisions of this act exceeds one mllion dollars ($1,000,000) in any taxable
year, the tax credits established by this act shall expire on Decenber 31 of
the taxable year following the taxable year in which the tax credits were used
pursuant to the provisions of this act exceed one nmillion dollars
($1, 000, 000).

(2) However, any taxpayer having been issued a certificate of tax
credit approval on or prior to Decenber 31 nay conplete the project and shal
be entitled to the tax credits provided under this subchapter w thout regard
to the fact that the availability of the tax credits has otherw se expired.

(d) Any amount of the exenption pernitted to be excluded pursuant to
the provisions of this paragraph but not used in any year nay be carried
forward as an exenption fromincone pursuant to the provisions of this act for
a period not to exceed six (6) years after the date the original investnent
was nade.

SECTION 3. (a) For purposes of this section, an agricultural commodity
shall be deenmed to be produced within this state if it is substantially
produced, by any person or |legal entity:

(1) Authorized to do and doi ng busi ness under the |laws of this state;

(2) Paying all taxes duly assessed; and

(3) Domiciled within this state by having a | ocation of production
within this state.

(b) There shall be allowed a credit against the tax inposed by Arkansas

Code 826-51-101 et seq. for direct investnments by Arkansas agricultura

producers in Arkansas producer-owned agricultural processing cooperatives,

Arkansas producer-owned agricultural processing ventures, or Arkansas

producer-owned agricultural processing marketing associ ati ons created and

desi gned to devel op and advance the producti on, processing, handling and

mar keti ng of agricultural comodities grown, made or nmanufactured in Arkansas.

(1) The amount of the credit shall be five percent (5% of the anmpunt
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As Engrossed: S3/24/97 SB 697

of the investnment by the Arkansas agricultural producer in Arkansas producer-

owned agricul tural processing cooperatives, ventures, or nmarketing

associ ati ons.

(2) The Revenue Division of the Departnment of Finance and

Adm ni stration shall conpile the total ampunt of tax credits used pursuant to

the provisions of this subchapter for each cal endar year

(3)(A) When the total anmpunt of tax credits used pursuant to the

provisions of this act exceeds one mllion dollars ($1,000,000) in any taxable

year, the tax credits established by the act shall expire on Decenmber 31 of

the taxable year following the taxable year in which the tax credits used

pursuant to the provisions of this act exceed one nmillion dollars
($1, 000, 000).

(B) However, any taxpayer having been issued a certificate of tax

credit approval on or prior to Decenber 31 nay conplete the project and shal

be entitled to the tax credits provided under this subchapter w thout regard

to the fact that the availability of the tax credits has otherw se expired.

(c) If the credit allowed pursuant to this section exceeds the amunt

of state incone taxes due or if there are no state income taxes due on the

i ncome of the taxpayer, the ampbunt of credit allowed but not used in any

taxabl e year may be carried forward as a credit agai nst subsequent inconme tax

liability for a period not exceeding six (6) years after the date the origina

i nvest nent was made.

(d)(1) For any taxable year during which a taxpayer sells or otherw se

di sposes of the ownership interest for which a tax credit has previously been

allowed to the taxpayer or for which a tax credit will be allowed to the

taxpayer for the year in which the sale or other disposition of the ownership

interest is made, the taxpayer shall be required to reduce the cost of the

ownership interest in the Arkansas producer-owned agricultural processing

cooperative, venture, or marketing association, as reported upon the

applicable income tax return, by the ampunt of the tax credit which has

previ ously been granted or for which the taxpayer is clainming credit if the

credit is allowable for the year during which the sale or other disposition is

made.

(2) |If a taxpayer sells or otherw se di sposes of an ownership interest

in the Arkansas producer-owned agricultural processing cooperative, venture,

or nmarketing association for which the tax credit authorized by this section
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As Engrossed: S3/24/97 SB 697

may be taken in a taxable year after the year in which the ownership interest

in the Arkansas producer-owned agricultural processing cooperative, venture,

or nmarketing association is sold or otherw se disposed of, the credit

aut horized by this section shall be reduced to account for the prior sale or

ot her di sposition.

SECTION 4. (a) To claimthe benefits of this act, a taxpayer nust

obtain certification fromthe Director of the Arkansas Industrial Devel opnent

Commi ssion certifying to the Revenue Division of the Departnment of Finance and

Adm ni stration that the taxpayer is engaged in Arkansas producer-owned

agricultural processing cooperatives, Arkansas producer-owned agricultura

processi ng ventures, or Arkansas producer-owned agricultural processing

mar ket i ng associ ations created and designed to devel op and advance the

producti on, processing, handling and marketing of agricultural conmodities

grown, nmade or manufactured in Arkansas.

(b) The Arkansas Devel opnment Conmi ssion, or its successor, and the

Revenue Division of the Department of Finance and Administration shal

promul gate regul ati ons as necessary to admnister this act. These rules or

regul ations may include, but are not limted to, the establishment of

techni cal specifications and requirenments for informati on and docunentati on

for taxpayers seeking a credit under this act.

(c) The Revenue Division of the Departnment of Finance and

Adm ni stration shall establish a formwhich it shall make avail able for

purposes of claimng the credits authorized by this act. The Revenue Division

shall be authorized to conduct an investigation of the relevant facts as my

be required in order to verify the eligibility of a claimant to receive a

credit for any applicable incone tax year

(d) The Revenue Division of the Departnment of Finance and

Adm ni stration, on or before January 31 of each year, shall submit a report

regarding the tax credits authorized by this act to the Speaker of the House

of Representatives and the President Pro Tenpore of the Senate of the Arkansas

Legi slature. The report shall summarize the total anpunt of tax credits

claimed and likely to be claimed and all owed pursuant to this act.

SECTION 5. The incone tax provisions of this act shall be in full force

and effect for all taxable years begi nning on and after January 1, 1998.

0311971128.cdl052



© 00 N O 0o b~ W N B

W W W W W N NN N DN DN DN DN DNMDMDNMNMNDNDN P P PP P, P PP
A W N P O © 00 N O 0O A WODN P O © 0N O O b WO N —» O

As Engrossed: S3/24/97 SB 697

SECTION 6. 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 7. 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
the invalid provision or application, and to this end the provisions of this

act are declared to be severable.
SECTION 8. Al laws and parts of laws in conflict with this act are

her eby repeal ed.

/s/Snmith
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