Stricken language would be deleted from and underlined language would be added to present law.

State of Arkansas
95th General Assembly A Blll
Regular Session, 2025 HOUSE BILL 1521

By: Representative Cavenaugh

By: Senator J. Petty

For An Act To Be Entitled
AN ACT TO REPEAL CERTAIN TAX INCENTIVES; TO REPEAL
CERTAIN UNUSED, UNDERUSED, OR UNFUNDED TAX
INCENTIVES; TO REPEAL TAX INCENTIVES RELATED TO
CENTERS FOR APPLIED TECHNOLOGY; TO REPEAL THE
ARKANSAS PUBLIC ROADS IMPROVEMENTS CREDIT ACT; TO
REPEAL PROVISIONS OF THE CONSOLIDATED INCENTIVE ACT
OF 2003; TO REPEAL TAX INCENTIVES FOR MAJOR
MAINTENANCE AND IMPROVEMENT PROJECTS; TO REPEAL THE
PUBLIC ROADS INCENTIVE FUND; TO REPEAL INCENTIVES
RELATED TO THE DONATION OR SALE OF EQUIPMENT TO AN
EDUCATIONAL INSTITUTION; TO REPEAL THE SALES AND USE
TAX EXEMPTION FOR THE PARTIAL REPLACEMENT AND REPAIR
OF CERTAIN MACHINERY AND EQUIPMENT; AND FOR OTHER
PURPOSES.

Subtitle
TO REPEAL CERTAIN UNUSED, UNDERUSED, OR
UNFUNDED TAX INCENTIVES.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF ARKANSAS:

SECTION 1. Arkansas Code § 15-3-110(c)—(e), concerning the power of
the Director of the Arkansas Economic Development Commission to promote basic

and applied research at Arkansas colleges and universities, are repealed.
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SECTION 2. Arkansas Code §§ 15-3-130 — 15-3-135 are repealed.
15-3_13Q c e lied hnol Definits
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SECTION 3. Arkansas Code Title 15, Chapter 4, Subchapter 23, is

repealed.

Subel 23 Arl Publie Roads I Cradit A

15-4-2301—TFitles
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SECTION 4. Arkansas Code § 15-4-2705(h), concerning the job-creation
tax credit, is amended to read as follows:

(h) (1) TIf a qualified business fails to meet the payroll threshold
within two (2) years after the date of the approved financial incentive
agreement or within the time period established by an extension approved by

the Secretary of the Department of Finance and Administration and the
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Director of the Arkansas Economic Development Commission, the qualified

business is liable for repayment of all incentives previously received under

agreement—under this section for which the payroll threshold has not been
met.

(2) 1f 1ified busi £441 Bl 11 ] hold
of this seetionin a timely mannery the The department shall have two (2)
years to collect incentives previously received by the qualified business or

file a lawsuit to enforce the repayment provisions.

SECTION 5. Arkansas Code § 15-4-2706(b)(7)-(13), concerning investment

tax incentives under the Consolidated Incentive Act of 2003, are repealed.
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SECTION 6. Arkansas Code § 15-4-2706(d) and (e), concerning investment

tax incentives under the Consolidated Incentive Act of 2003, are repealed.
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SECTION 7. Arkansas Code § 15-4-2707(e), concerning the Economic
Development Incentive Fund and the payroll rebate under the Consolidated

Incentive Act of 2003, is repealed.
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SECTION 8. Arkansas Code § 15-4-2708(a)(4), concerning research and

development tax credits under the Consolidated Incentive Act of 2003, is

repealed.

TR 1ified busi Ladimi 14 . . hi
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SECTION 9. Arkansas Code § 15-4-2708(b)—(d), concerning research and
development tax credits under the Consolidated Incentive Act of 2003, are
amended to read as follows:

(b) (1) Targeted businesses may qualify for an income tax credit equal
to thirty-three percent (33%) of the amount spent on in-house research per
year for the first five (5) tax years following the targeted business’s
signing a financial incentive agreement with the commission.

(2) The credits earned by targeted businesses may be sold as
authorized im—§ 15-4-2709 under this subsection.

(3) Any unused income tax credits under this subsection may be

carried forward for up to nine (9) years after the year in which the income

tax credit was first earned.

(4)(A) To sell income tax credits earned through incentives

authorized under this subchapter, a targeted business shall apply to the

commission and furnish the information necessary to facilitate the sale of

the income tax credits.

(B) (i) A taxpayer that purchases income tax credits under

this subsection may carry any unused income tax credits forward as provided

in subdivision (b)(3) of this section.

(ii) The purchase of income tax credits under this

subsection does not establish a new carry-forward period for the purchaser.

(5) A targeted business that claims or sells income tax credits

under this subsection shall not receive the income tax credit allowed under §

26-51-1102(b) for the same expenditures.
(c)bH)—An-Arkansas—taxpayer may be offered; at the diseretionof the
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44> To claim the credit granted under subsections {a)-—¢e) (a) and (b)

of this section, the taxpayer shall file with his or her return, as an
attachment to the form prescribed by the Secretary of the Department of
Finance and Administration, copies of documentation to show that the
commission has approved the research expenditure as a part of a qualified in-
house research program or under the research and development programs of the

division Division of Science and Technology of the Arkansas Economic

Development Commission.

SECTION 10. Arkansas Code § 15-4-2709 is repealed.
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SECTION 11. Arkansas Code § 15-4-2711(c) and (d), concerning the
administration of the incentives provided under the Consolidated Incentive

Act of 2003, are repealed.

(2} A1l claime £ 1 1 Ernd lacd
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SECTION 12. Arkansas Code § 15-4-2712 is amended to read as follows:

15-4-2712. Restrictions.

(a) Except as provided in subsection (b) of this section, the
incentives established by this subchapter may be combined.

(b) (1) Thedinvestmenttaxeredit authorized in § 15-4-2706(e)shall
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44) The job-creation tax credit authorized in § 15-4-2705 shall

not be combined with the payroll rebate program authorized in § 15-4-2707.
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£6)(2) The investment tax credit authorized under § 15-4-2706(b)
shall not be combined with the sales and use tax credit authorized under §
15-4-2706(c) for the same project.

(c) The following are discretionary incentives and are not available

unless offered by the Arkansas Economic Development Commission:

(1) The payroll rebate program authorized in § 15-4-2707;

(2) The_iol . 14 horized in § 15-4-2709;

43> The investment tax credit authorized in § 15-4-2706(b); and

4y T] ] . fund horized in § 15-4-2706(e)s
and

45)>(3) The research and development tax credits authorized in §

15-4-2708(a)—¢e) 15-4-2708(a) and (b).

SECTION 13. Arkansas Code Title 15, Chapter 4, Subchapter 35, is

repealed.
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SECTION 14. Arkansas Code § 19-5-1097 is repealed.

SECTION 15. Arkansas Code Title 26, Chapter 51, Subchapter 11, is

repealed.
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SECTION 16. Arkansas Code § 26-52-402(c)(2)(C)(ii), concerning the

items not included in the definition of machinery and equipment “used
directly” in the manufacturing process for purposes of the sales tax
exemption for certain machinery and equipment, is amended to read as follows:

(ii) Exeept—as providedin §§ 26-52-447 and 26-53—
1495 maehinery Machinery, equipment, and tools used in maintaining and
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repairing any type of machinery and equipment;

SECTION 17. Arkansas Code § 26-52-447 is repealed.
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{2)—The procedures—that-apply tothe disallowance or proposed
1icall £ elad e fund

SECTION 18. Arkansas Code § 26-52-509(a), concerning the direct
payment of sales tax by a consumer or user, is amended to read as follows:
(a) (1) The Secretary of the Department of Finance and Administration
by agreement with any consumer or user may-+
{A)—Permit permit a consumer or user under the agreement

to accrue and remit gross receipts taxes directly to the Department of

Finance and Administration, instead of the taxes being collected and paid by

the seller under § 26-52-5084+—=and
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45> This section does not eliminate the requirement that a
consumer or user self-assess and remit compensating use tax under §§ 26-53-

123 — 26-53-125.

SECTION 19. Arkansas Code § 26-53-149 is repealed.
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23— The proceduresthat applty to the disallowanece or proposed
disallowanceof elaims for a refund.

SECTION 20. EFFECTIVE DATE. Sections 1—19 of this act are effective

on and after October 1, 2025.
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