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

State of Arkansas

81st General Assembly A B I II

Regular Session, 1997 SENATE BILL 173

By: Senator Brown

By: Representative Bisbee

For An Act To Be Entitled
"AN ACT TO ADJUST THE REDUCED | NCOMVE TAX RATES TO
ELI M NATE THE | NCOVE TAX ON FAM LI ES BELOW THE POVERTY
LEVEL; TO | NCREASE THE STANDARD | NDI VI DUAL | NCOVE TAX
DEDUCTI ON TO $2, 000 FOR EACH TAXPAYER; TO | NCREASE THE
PERSONAL TAX CREDI T FOR DEPENDENTS FROM $20 TO $25; TO
ALLOW | NDI VI DUAL | NCOVE TAX RATES TO BE | NDEXED BASED ON
THE CONSUMER PRI CE | NDEX; TO DOUBLE THE CHI LD CARE TAX
CREDI T; TO EXCLUDE FROM | NCOVE GAIN ON THE SALE OF A
PRI NCl PAL RESI DENCE; AND FOR OTHER PURPOSES. "

Subtitle
" ADJUSTS | NCOVE TAX RATES; ALLOWS $2, 000
STANDARD DEDUCTI ON PER TAXPAYER
| NCREASES PERSONAL TAX CREDI T FOR
DEPENDENTS; DOUBLES CHI LD CARE CREDI T;
EXCLUDES GAI N ON HOME SALE FROM | NCOME. "

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

SECTION 1. Ark. Code Ann. 826-51-301(a) is anmended to read as follows:
"(a) There shall be exenpted from state individual incone tax the
foll owi ng i ncone categories:
(1) A single individual whose gross income does not exceed H-ve seven
t housand £ive seven hundred £ifty dollars ($5-850 7,700) for any income year
(2) A married couple filing jointly whose gross i ncome does not exceed
ten fifteen thousand five hundred dollars ($48:000 15,500) for any incone
year;

(3) An unnarried head of househol d, whose gross inconme for any incone
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year does not exceed seven twelve thousand onehundred fifty dollars ($+H150
12, 000)."

SECTION 2. Ark. Code Ann. 826-51-301(b) is anmended to read as follows:

"(b) However:

(1) Any single individual whose gross inconme for the taxable year is
nmore than fve seven thousand £ive seven hundred f£ifty dollars ($5:-559 7, 700)
but not nore than el even thousand four hundred dollars ($11,400) nay conpute
the income tax payable on the income in excess of £wve seven thousand H-ve
seven hundred &ty dollars ($5-550 7,700) from Reduced Tax Table Ain §
26-51-302;

(2) Any married couple filing jointly whose gross inconme for the taxable
year is nmore than ten fifteen thousand five hundred dollars ($10,-000 15,500)
but not nore than sixteen thousand two hundred dollars ($16,200) nay conpute
the income tax payable on the income in excess of ten fifteen thousand five
hundred dollars ($46-000 15,500) from Reduced Tax Table B in § 26-51-302;

(3) Any head of househol d whose gross inconme for the taxable year is
nmore than seven twelve thousand ehehundred fifty dollars ($+2150 12, 000) but
not more than sixteen thousand two hundred dollars ($16,200) nmay conpute the
i ncome tax payable on the incone in excess of seven twelve thousand one
hundred fifty dollars ($+250 12,000) from Reduced Tax Table Cin §
26-51-302."

SECTION 3. Ark. Code Ann. 826-51-302 is anended to read as foll ows:
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(A)  REDUCED TAX TABLE A -

SI NGLE

I nconme Tax
Bel ow $7, 701 0
7,701 - 7,800 20

SB 173
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7,801 7,900 21
7,901 8, 000 22
8,001 8,100 33
8,101 8, 200 35
8, 201 8, 300 36
8,301 8, 400 38
8,401 8, 500 39
8,501 8, 600 41
8, 601 8, 700 42
8,701 8, 800 44
8,801 8, 900 45
8,901 9, 000 47
9, 001 9, 100 48
9,101 9, 200 50
9, 201 9, 300 51
9, 301 9, 400 79
9,401 9, 500 81
9,501 9, 600 83
9, 601 9, 700 85
9,701 9, 800 87
9, 801 9, 900 89
9,901 10, 000 91
10, 001 10, 100 94
10,101 10, 200 96
10, 201 10, 300 98
10, 301 10, 400 100
10, 401 10, 500 102
10, 501 10, 600 104
10, 601 10, 700 106
10, 701 10, 800 108
10, 801 10, 900 110
10, 901 11, 000 112
11, 001 11,100 115
11,101 11, 200 118
11, 201 11, 300 120
11, 301 11, 400 123

SB 173
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2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

Above $11, 400, use standard tax table.

(B) REDUCED TAX TABLE B - MARRI ED
| ncone Tax
Bel ow $15, 501 0

15,501 - 15,600 80

15,601 - 15,700 81

15,701 - 15,800 83

15,801 - 15,900 84

15,901 - 16, 000 86

16,001 - 16, 100 116

16,101 - 16, 200 118

Above $16, 200, use standard tax table.

(C) REDUCED TAX TABLE C -

HEAD OF HOUSEHOLD

| ncone Tax
Bel ow $12, 000 0
12,001 - 12,100 41
12,101 - 12,200 42
12,201 - 12,300 43
12,301 - 12,400 44
12,401 - 12,500 45
12,501 - 12,600 46
12,601 - 12,700 47
12,701 - 12,800 48
12,801 - 12,900 49
12,901 - 13,000 50
13,001 - 13,100 84
13,101 - 13,200 85
13,201 - 13,300 87
13,301 - 13,400 88
13,401 - 13,500 90
13,501 - 13,600 91
13,601 - 13,700 93
13,701 - 13,800 94
13,801 - 13,900 96
13,901 - 14,000 97
14,001 - 14,100 99

10
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14,101 - 14,200 100
14,201 - 14,300 102
14,301 - 14,400 103
14,401 - 14,500 105
14,501 - 14,600 106
14,601 - 14,700 108
14,701 - 14,800 109
14,801 - 14,900 111
14,901 - 15,000 112
15,001 - 15,100 114
15,101 - 15,200 115
15,201 - 15,300 203
15,301 - 15,400 205
15,401 - 15,500 208
15,501 - 15,600 210
15,601 - 15,700 213
15,701 - 15,800 215
15,801 - 15,900 218
15,901 - 16,000 220
16,001 - 16,100 223
16,101 - 16, 200 225

Above $16, 200, use standard tax table."

SECTI ON 4. Ark. Code Ann. 826-51-430 is anended to read as follows:

"(a) In lieu of item zing deductions, the taxpayer may elect to use the

st andard deducti on.

(b) The standard deduction shall be —conputedin-the following manner—

ipcome—two thousand dollars ($2,000) per taxpayer. 1In the case of a married

coupl e, each spouse shall be entitled to claima standard deducti on of
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$2, 000."

SECTION 5. Ark. Code Ann. 826-51-501(a)(3)(A) concerning dependents'
personal tax credits is anmended to read as foll ows:

"(A) For each individual, other than husband or wi fe, who has a gross
income for the tax year of less than three thousand dollars ($3,000), who has
not filed a joint return with his or her spouse for the taxable year and who
i s dependent upon and receives his or her chief support fromthe taxpayer

twenty-five dollars ($2025.00)."

SECTION 6. Ark. Code Ann. 826-51-201 concerning individual incone tax
rates is amended to add a new paragraph to read as foll ows:

"(d)(1) Not later than Decenber 15 of 1997, and each subsequent

cal endar year, the Director shall prescribe a table which shall apply in lieu

of the table contained in §26-51-201(a) with respect to taxable years

begi nning in the succeedi ng cal endar year. The Director shall increase the

m ni mum and maxi mum dol | ar anpbunts for each rate bracket (rounding to the

nearest $100) for which a tax is inposed under such table by the cost-of-

living adjustnent (COLA) for such cal endar year and by not changing the rate

applicable to any rate bracket as adjusted. The yearly COLA i ncrease in each

rate bracket as provided in paragraph (2) shall apply to the brackets as

contained in §26-51-201(a) as in effect on January 1, 1997.

(2) For purposes of paragraph (1), the cost-of-living adjustnment for

any cal endar year is the percentage (if any) by which the CPlI for the cal endar

year precedi ng the taxabl e year exceeds the CPI for the cal endar year 1996.

The CPI for any cal endar year is the average of the Consuner Price |ndex as of

the close of the 12-nonth period endi ng on August 31 of such cal endar year

_Consuner Price |Index_ neans the | ast Consunmer Price |Index for all-urban

consuners published by the Departnment of Labor

(3) The new tables, as adjusted, shall apply for tax returns filed

for taxable year 1998 and thereafter, and shall be used by the Director in

preparing the income tax w thholding tables pursuant to Ark. Code Ann. 8§26-51-
907."

SECTI ON 7. Ark. Code Ann. 8§26-51-502(b) relating to child care tax

credit is amended to read as foll ows:
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"(b) (1) Section 44A 21 of the Internal Revenue Code of 1954 1986, as
amended and in effect on January 1, 1983 1997, is adopted for purposes of
determ ning the allowable credit under the Arkansas |Incone Tax Act, as
amended, 826-51-101 et seq., for household and dependent care services
necessary for gainful enpl oynment.
(2) The ampunt of credit shall be ten twenty percent (40 20% of the

federal credit allowable."

SECTION 8. Ark. Code Ann. 826-51-404(b)(2) concerning the definition of

nont axabl e i ncome is anended to read as foll ows:

"(2)

18
19
20
21
22
23
24
25
26
27
28
29
30

of Arkansas Gin fromthe sale or exchange of property if, during the 7-year

period ending on the date of the sale or exchange, such property has been

owned and used by the taxpayer as the taxpayer's principal residence for

peri ods aggregating 5 years or nore. |In the case of an unmarried individua

whose spouse is deceased on the date of sale or exchange of the property, if

the deceased spouse (during the 7-year period ending on the date of the sale

or exchange) satisfied the holding and use requirenments of the preceding

sentence with respect to such property, then such individual shall be treated

as satisfying the holding and use requirenents of the preceding sentence wth

respect to such property;"

SECTION 9. Ark. Code Ann. 826-51-305 concerning income fromthe sale of

a home is repeal ed.
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SECTI ON 10. The provisions of this act shall be effective for tax years

begi nni ng on or after January 1, 1998.

SECTION 11. Al provisions of this act of a general and pernmnent
nature are anmendatory to the Arkansas Code of 1987 Annotated and the Arkansas

Code Revi sion Conmission shall incorporate the sane in the Code.

SECTION 12. 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 13. All laws and parts of laws in conflict with this act are

her eby repeal ed.
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