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RULES | MPLEMENTI NG THE WATER RESOURCE
CONSERVATI ON AND DEVELOPMENT | NCENTI VES ACT.
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TITLE XI'V

SUBTI TLE 1. GENERAL

Section 1401.1 PURPOSE

A The State of Arkansas is blessed with abundant
rainfall and other surface and underground water
resources which, when rmanaged conjunctively, can
provi de a continuous high-quality water supply to neet
the foreseeable needs of the entire state.

B. Exi sting water use patterns are depleting ground
wat er supplies at an unacceptable rate and alternative
surface water supplies are not available in sufficient
guantities w thout devel oping additional water storage
to alleviate this ground water depletion problem

C. The tax incentives provided under this program
will encourage the water users to invest in: (1) the
construction of inmpoundnents to utilize available
surface water and reduce our dependence on ground
water; (2) the conversion from ground water use to
surface water use when surface water is available;(3)
the water conservation practice of land leveling to
reduce agricultural irrigation water use.

D. It is of utnost inportance to Arkansas that within
critical ground water areas, surface water be used when
avai | abl e.

Section 1401.2 ENABLI NG AND PERTI NENT LEG SLATI ON.

A Ark. Code Ann. 826-51-1001 (1995 supp.), et seq.,
the \Water Resource Conservation and Devel opnent
| ncentives Act.

B. Ark. Code Ann. 8§ 15-20-201 et seq., the Soil and
Wat er Conservation Conm ssi on.

C. Ark. Code Ann. 8 25-15-501 et seq., the Arkansas
Adm ni strative Procedure Act.

Section 1401.3 DEFI N TI ONS.
Unless the context requires otherwse, the follow ng
definitions shall apply to all parts of this title:
A "Acre-foot" neans the volunetric neasure equal to
forty-three thousand five hundred sixty (43,560) cubic
f eet or approximately three hundred twenty-five
t housand ni ne hundred (325,900) gall ons.

B. "Act" neans the Water Resource Conservation and
Devel opnent | ncentives Act.
C. "Application"” neans a witten request for approval

for tax credits, describing the project including a
wat er conservation plan outlining the operation of the
project and any additional requirenents as the
Comm ssi on may adopt by rule.



D. "Chi ef Engineer" means the Chief Engineer of the
Conmi ssi on.

E. "Comm ssion"” neans the Arkansas Soil and Water
Conservation Conm ssion, established pursuant to Ark.
Code Ann. §8815-20-201 to 208.

F. "Critical ground water area" neans those areas
that are designated by the Comm ssion pursuant to the
Arkansas G oundwater Protection and Managenent Act,
contained in Title 15, Chapter 22, Subchapter 9 of the
Arkansas Code of 1987 Annot at ed.

G "Departnment” neans the Revenue Division of the
Arkansas Department of Finance and Adm ni stration
H. "Executive Director" nmeans the Executive Director

of the Arkansas Soil and Water Conservation Conm ssion.
l. "Fee" neans the paynent nmade by the taxpayer to
the Conmi ssion for processing the application pursuant
to Section 1402.2 of these rules.

J. "Land | eveling" nmeans nodifying the surface relief
of a field to a planned grade to provide a nore
suitable surface for efficiently applying irrigation
wat er Wit hout excessive erosion, |loss of water quality,
or damage to | and by water | ogging.

K. "Local district" neans the conservation district
in which the project is |ocated.
L. "Project" neans:

1. The construction, installation or restoration
of water inpoundments or water control structures
of twenty (20) acre-feet or nore designed for the
purpose of storing water to be used for
agricultural, commercial, or industrial purposes;
2. The conversion fromground water to surface
wat er use by agricultural, commercial, industrial
or recreational water user.

3. Agricultural land leveling resulting in water
savings due to the nore efficient wuse of
irrigation water for which tax «credits are
cl ai ned.

4. The purchase and installation of water
measuring or netering devices used to determ ne
the quantity of water used. Installation of such

devices shall be considered a conversion from
ground water to surface water for tax credit
pur poses.

M "Project cost" neans the actual expenditure for a

project |ess any reinbursement received by the taxpayer
from cost-share prograns.

N. "Taxpayer"™ means natural person, corporation or
other entity nmaking application for a tax credit under
this program

O "USDA- NRCS" neans the United States Departnent of
Agriculture National Resources Conservation Service or
its successor.

Section 1401.4 APPLICABILITY.




A The tax credits provided under this program shal
apply to taxabl e years begi nning on or after January 1,
1996, and all taxable years thereafter.

B. Any tax credits issued to partnerships, limted
l[iability conpanies, Subchapter S corporations or
fiduciaries may pass through to their nenbers,
managers, partners, sharehol ders and/ or beneficiaries.

Section 1401.5 LI M TATIONS.

A Prior to claimng any tax credits wunder this
program a taxpayer nust obtain a certification from
the Executive Director certifying to the Departnent
that the taxpayer has net all the requirenents and

qual i fications. In order to obtain certification the
taxpayer mnust follow the procedure contained in
Subtitle Il of these rules.

B. Any taxpayer claimng a tax credit wunder this

program may not <claim a credit wunder the Wter
Resources Conservation and Devel opnent Incentives Act
of 1985 or any simlar programfor any costs related to
t he sane project.

C. A taxpayer shall not receive a tax credit for
costs which are reinbursed from cost share or other
pr ogr ans.

Section 1401.6 RECORD KEEPI NG
A taxpayer claimng a credit under the program nmust nmaintain
all financial records for thirteen (13) years after the tax
year in which the certificate of conpletion is issued.

Section 1401.7 APPEALS.

A Except as otherwi se provided herein, a taxpayer
may appeal, pursuant to Title |, Subtitle V of the
Commi ssion's Rules, any decision or action of the
Executive Director

B. All decisions related to recapture of tax credits
shall be appealed in accordance with the Departnent's
established procedures as found in Arkansas Code
Annot at ed 826- 18- 101 et seq.

SUBTI TLE 11. APPL| CATI ON AND APPROVAL PROCEDURE

Section 1402.1. TAXPAYER APPLI CATI ON FOR TAX CREDIT.
A A taxpayer wishing to obtain a tax credit under
this program nmust submt a witten application on a
form provided by the Executive Director and pay the
required fee to the Comm ssion.
B. The application form shall require the follow ng
i nformation:
1. ldentify taxpayer by nanme and type of
ownership (individual, corporation, partnership,
Sub S, etc.).




2. List of officers, Subchapter S sharehol ders
with percentage of ownership, partners wth
per cent age of ownership, etc.

3. FEIN and/or Social Security Nunbers for
business of [r] individuals to claimcredit.

4. Address; telephone and fax nunbers of all
partici pating taxpayers

5. A central contact person's nane, address,
t el ephone and fax nunbers.

6. Estimated Project Cost including a breakdown
of costs by activity.

7. Li st other prograns from which cost-share or
tax credit assistance wll be obtained. |Include

all those applied for even if approval is still
pendi ng; anmount of contribution anticipated from
each.

8. Location of project site location (e.g.,
county, section, township, range, watershed, etc.)
including driving directions to the site.

9. Detailed plans of project 1in sufficient
detail as necessary.
10. Additional rel evant information nmay Dbe

requested by the Executive Director as deened
necessary for a conplete review of the proposed

proj ect .
C. Wth respect to projects involving nmultiple
| andowners, each individual |andowner shall nake a

separate application.

Section 1402. 2. FEES.

A The taxpayer shall pay to the Comm ssion a fee in
an amount equal to three percent (3% of the total tax
credit approved by the Conm ssion. The m ninmum fee
shall be one hundred dollars ($100.00) and the maximm
fee shall be one thousand five hundred dollars
(%1, 500. 00).

B. The fee shall be paid to the Comm ssion when an
application for tax credit approval is filed. No
certificate of tax credit approval shall be issued
until the fee is paid.

C. Should the actual tax credit be less than the

estimated credit contained in the application, the fee
coll ected over the actual fee will be returned when the
certificate of conpletion for tax credit is issued.

D. Should the actual tax credit be nore than the
estimated credit contained in the application, the
additional fee nust be paid before the issuance of the

certificate of conpletion for tax credit. No
conpletion certificate shall be issued until the
bal ance due has been paid. Failure to pay the bal ance
of the fee wIll result in the Executive D rector

canceling the certificate of tax credit approval, no
additional credit may be clainmed and the Departnent may



seek to recover any and all tax credit previously
cl ai mred

E. In the case of a project involving multiple
| andowners, the fee shall be paid separately with each
appl i cation.

F. All fees collected shall be deposited in the Water
Devel opnent Fund.

Section 1402. 3. | SSUANCE COF CERTIFI CATE OF TAX CREDI T
APPROVAL BY THE EXECUTI VE DI RECTOR.

A After reviewing the application, the Executive
Director, if he determnes that the project conplies
with the Act and this title of the Conm ssion's
regul ati ons, may issue a Tax Credit Appr oval

Certificate to taxpayers whose projects neet the
requi renents based on estimted project costs.

B. The taxpayer mnust file the certificate of tax
credit approval with his inconme tax return for the
first year in which the taxpayer clains a tax credit
under the program for the project for which the
certificate is issued.

C. Wth respect to proj ects undert aken by
partnershi ps, Subchapter 'S Corporations, and Limted
Liability Conpani es, t he Tax Credit Approva
Certificate will be issued to each individual partner
or sharehol der based upon that person's ownership of
the partnership or the corporation, unl ess the
partnership agreenent or articles of incorporation
specify an alternate nmethod of distribution and the
alternate nethod of distribution distributes these
credits in the same manner earnings or | osses generated
by the partnership or corporation are distributed.

D. For proj ects with mul tiple | andowner s,
applications for the entire project nust be approved
prior to the issuance of any Tax Credit Approval
Certificates.

Section 1402.4. 1SSUANCE OF CERTIFICATE OF COVPLETI ON
BY THE EXECUTI VE DI RECTOR.

A Upon conpl etion of the project, the taxpayer shal
nmake a witten request to the Executive Director for
I ssuance of the Certificate of Conpletion. As part of
the request, the taxpayer shall submt the anmount of
tax credit requested, a sunmary of reasonable detail
stating the total cost of the project, and any other
I nformati on requested by the Executive Director.

B. After a satisfactory review and inspection of the
proj ect t he Executi ve Director shal | I ssue a
certificate of conpletion based on the taxpayer's
reported costs of the project. In the case of multiple
ownership of a project, the entire project nust be




conpleted prior to the issuance of any certificate of
conpl eti on.

C. The taxpayer nmust file the certificate of
conpletion with the first tax return filed after
I ssuance of the certificate of conpletion.

SUBTITLE 111. PRAIECT DESI GN, CONSTRUCTI ON, MAI NTENANCE AND
TERM NATI ON
Section 1403.1. PROJECT DESIGN AND CONSTRUCTI ON
REQUI REMENTS.
A Al projects nust neet the followng technical
criteria. Pl ans, designs or specifications nust be
submtted to the Comm ssion for approval and:
1. Shall neet or exceed mninmum standards as
established by the Chief Engineer; and
2. Shal | have been devel oped by an agent of the
USDA- NRCS  or by a registered professional
engi neer, licensed in Arkansas; and
3. For agricultural projects, the project nust

be certified by the Ilocal district as being
adopted as a part of a water conservation plan, or
if the plan is prepared by soneone other than an
agent of the USDA-NRCS, then the plan nust be
certified by the Ilocal district as being in
conf or mance W th accept ed soi | and wat er
conservation practices.
B. The design and construction mnmust conply with all
state or local codes, rules, regulations and |aws as
they may apply to construction, operation and
mai nt enance.
C. A final inspection shall be conducted by a
representative of the Conmm ssion or the USDA-NRCS. The
USDA-NRCS will inform the Commission in witing of the
results of its inspection. The taxpayer shall allow
representatives of the Comm ssion and the USDA-NRCS to
i nspect the construction, operation or nmaintenance of
facilities at any reasonable tine.
D. Al projects nmust be maintained for a mninumlife
of ten (10) years after issuance of certificate of
conpl eti on.

Section 1403.2. TAX CREDITS AND PRQJECT CONSTRUCTI ON
COVPLETI ON AND MAI NTENANCE

A Only project costs incurred after issuance of a
tax credit approval certificate may be clained for tax
credit.

B. Al projects nust be conpleted within three (3)
years of the date of the certificate of tax credit
approval .

C. If the taxpayer does not conplete the project
within the three year period, all credits clainmed nust



be repaid to the Departnent, and the project wll be
di sal l owed as a project for tax credit purposes.

Section 1403.3. PRQJECT TERM NATI ON

A If taxpayer termnates the project prior to
expiration of the mninmum project life, taxpayer shal
provide witten notification to the Executive Director
and the Departnent. In addition, the taxpayer shal
file an anended tax return and repay the anount of tax
credit clainmed which was not all owabl e.

B. If the Executive Director determnes that the
t axpayer has termnated the project, it shall notify
t he Depart nent.

C. Upon the termnation of a project, the taxpayer

shall not be allowed any further tax credits provided
in this act and the Departnent shall recapture the pro-
rata share of any tax credits clainmed under this act
for the period of term nation.

D. The pro-rata share for recapture of the disall owed
tax credits shall be determi ned by dividing the period
of time from termnation of the project until the

expiration of the mninum life of the project by the
required mnimum life of the project tines the tax
credit clained.

E. Under the Act, the Departnent may make necessary
assessnments to recapture disallowed tax credits for
three (3) years from the date of expiration of the
mnimumlife of the project.

Section 1403.4. | NSTALLATI ON OF WATER MEASURI NG OR
METERI NG DEVI CES.

The installation of water neasuring or netering devices
entitles a well owner to an incone tax credit for conversion
fromground to surface water use. Well owners nust submt an
"Application for Water Meter Tax Credit" to the Conm ssion
Proof of purchase price of the device and of the
installation cost if installed by a person other than the
t axpayer nust be included with the information required by
these Rules. Al neters installed within the sane tax year
may be listed in one credit application. Credit for
installation of neters does not require pre-approval by the
Comm ssion or |ocal Conservation District. Upon approval of
an application, a Certificate of Tax Credit Approval wll be
i ssued by the Comm ssion.

SUBTI TLE 1V. TAX CREDI TS

Section 1404.1. WATER | MPOUNDMVENTS QUTSI DE CRI TI CAL
AREAS.

A For projects of twenty (20) acre-feet or nore

designed for the purpose of storing water to be used

primarily for agricultural, commercial or industrial

pur poses |ocated outside critical ground water areas,




an income tax credit in an amount equal to fifty
percent (50% of the project cost incurred in the
construction and installation or restoration of water

i mpoundnents or water control structures shall be
al | owed.
B. The anount of the credit that may be used by a

taxpayer for a taxable year may not exceed the |esser
of the amount of individual or corporate inconme tax
ot herwi se due or nine thousand dollars ($9,000). Any
unused credit may be carried over for a maxi mum of nine
(9) consecutive taxable years following the taxable
year in which the credit originated.

Section 1404.2. WATER | MPOUNDMENTS W THI N CRI Tl CAL
AREAS.

A For projects of twenty (20) acre-feet or nore
designed for the purpose of storing water to be used
primarily for agricultural, commercial or industrial
purposes located wthin critical ground water areas,
an income tax credit in an amount equal to fifty
percent (50% of the project cost incurred in the
construction and installation or restoration of water

i mpoundnents or water control structures shall be
al | owed.
B. The anount of the credit that may be used by a

taxpayer for a taxable year may not exceed the |esser
of the amount of individual or corporate incone tax
ot herwi se due or nine thousand dollars ($9,000). Any
unused credit may be carried over for a maxi mum of nine
(9) consecutive taxable years following the taxable
year in which the credit originated.

Section 1404.3. SURFACE WATER CONVERSI ON QOUTSI DE
CRI TI CAL AREAS.

A For projects reducing ground water use by
substitution of surface water wused for industrial,
commer ci al , agricul tural or recreational pur poses

| ocated outside critical ground water areas, an incone
tax credit in an amount equal to ten percent (10% of
the project cost incurred shall be all owed.

B. The anount of the credit that may be used by a
taxpayer for a taxable year may not exceed the |esser
of the amount of individual or corporate inconme tax
ot herwi se due or nine thousand dollars ($9,000) and any
unused tax credit may be carried over for a maxi mum of
two (2) consecutive taxable years follow ng the taxable
year in which the credit originated.

Section 1404. 4. SURFACE WATER CONVERSI ON W THI N

CRI TI CAL AREAS.
A For projects reducing ground water use by
substitution of surface water wused for industrial,




conmer ci al , agricul tural or recreational pur poses
|ocated within critical ground water areas, an incone
tax credit in an amount equal to fifty percent (50% of
the project cost incurred shall be all owed.

B. The anount of the credit that may be used by a
taxpayer for a taxable year may not exceed the |esser
of the amount of individual or corporate incone tax
ot herwi se due or nine thousand dollars ($9,000) for
projects using water for agricultural or recreationa

pur poses and between August 1, 1997 and January 1,
1999, thirty thousand dollars ($30,000), and begi nning
January 1, 1999, two hundred thousand dollars
(%200, 000) for projects using water for industrial or
conmer ci al purposes.

C. Any unused tax credit may be carried over for a
maxi mum of tw (2) consecutive taxable vyears for
projects using water for agricultural or recreationa

pur poses and, after August 1, 1997, a maxi num of four
(4) consecutive taxable years for projects using water
for industrial or commercial purposes followng the
t axabl e year in which the credit originated.

Section 1404.5. LAND LEVELI NG FOR WATER CONSERVATI ON.

A For agricultural land leveling projects that
conserve irrigation water, an incone tax credit in an
anount equal to ten percent (10% of the project cost
incurred shall be all owed.

B. The anount of the credit that may be used by a
taxpayer for a taxable year may not exceed the |esser
of the amobunt of individual or corporate incone tax
ot herwi se due or nine thousand dollars ($9,000) and any
unused tax credit may be carried over for a maxi mum of
two (2) consecutive taxable years follow ng the taxable
year in which the credit originated.

Section 1404.6. DEDUCTI ON FOR PRQJECT COSTS ABOVE TAX
CREDI T.

A A taxpayer qualifying for the tax credits provided
under this program is entitled to a deduction in an
anount equal to the project cost less the total anount
of credits to which the taxpayer is entitled.

B. The deduction nust be taken during the year in
whi ch the project costs were incurred.




