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An Act relating to revenue and taxation; amending 36
0.S. 2001, Sections 312.1, as last amended by Section
54, Chapter 368, 0.S.L. 2004 and 625.1 (36 0.S. Supp.
2004, Section 312.1), which relate to insurance
premium taxes; modifying provisions for apportionment
of insurance premium tax revenues; providing for
amount to be apportioned to the Oklahoma Firefighters
Pension and Retirement System, the Oklahoma Police
Pension and Retirement System and the Oklahoma Law
Enforcement Retirement System; providing for
apportionment of amounts prior to apportionment of
other revenues; modifying requirements governing use
of certain insurance premium tax credits; requiring
deduction of certain credits from insurance premium
tax liability before other available credits;
defining terms; authorizing refund of certain
insurance premium taxes; prohibiting refunds prior to
certain date; providing for certain treatment of
credit amounts; specifying source of payment for
refund amounts; prohibiting payment of refunds using
certain funds apportioned to public retirement
systems; amending 37 0.S. 2001, Section 518, as last
amended by Section 5, Chapter 484, O0.S.L. 2003 (37
0.S. Supp. 2004, Section 518), which relates to
licenses issued by the Alcoholic Beverage Laws
Enforcement Commission; modifying certain license fee
amount; prescribing period of time for modified fee
amount; amending 47 0.S. 2001, Section 1107, which
relates to transfer of motor vehicle certificates of
title; modifying provisions related to notification
by seller to Oklahoma Tax Commission; authorizing
transferors of motor vehicles to file written notice
of transfer; prescribing content for written notice
of transfer; prescribing fee amount; providing for
apportionment of fee; providing certain presumptions;
providing for effect of written notice with respect



to civil and criminal liability; providing certain
liability not created in the event notice not filed;
amending 47 0.S. 2001, Section 1141.1, which relates
to retention of certain revenues by motor license
agents; modifying certain amount retained by motor
license agents; specifying apportionment process;
amending 68 0.S. 2001, Section 1356, as last amended
by Section 108 of Enrolled House Bill No. 2060 of the
lst Session of the 50th Oklahoma Legislature, which
relates to sales tax exemptions; authorizing sales
tax exemption for certain neighborhood watch
organizations; amending 68 O0.S. 2001, Section 1357,
as last amended by Section 8, Chapter 535, 0.S.L.
2004 (68 0.S. Supp. 2004, Section 1357), which
relates to sales tax exemptions; authorizing sales
tax exemption for certain advertising media; adding
television commercial to definition of eligible
production; requiring production companies to file
certain documentation and information; authorizing
sales tax exemption for disabled veterans; imposing
limit on exemption; prescribing procedures; amending
68 0.5. 2001, Section 2355, as amended by Section 13,
Chapter 322, 0.S.L. 2004 (68 0.S. Supp. 2004, Section
2355), which relates to income tax rates; modifying
income tax rate applicable to certain amount of
income; specifying taxable years for which reduction
applicable; authorizing income tax credit for certain
fire control devices or related costs; specifying
credit amount; imposing certain requirements;
authorizing carryover; requiring administrative
rules; defining term; amending 68 0.S. 2001, Section
2358, as last amended by Section 14, Chapter 322,
0.S5.L. 2004 (68 0.S. Supp. 2004, Section 2358), which
relates to adjustments to taxable income and adjusted
gross income; modifying provisions related to
allocation of certain income; prescribing methodology
for allocation; providing for adjustments to taxable
income for certain capital gains; defining terms;
modifying provisions related to computation of
adjusted gross income; defining terms; prescribing
methodology for computations; amending 68 0.S. 2001,
Section 2817, as last amended by Section 2, Chapter
431, 0.S.L. 2003 (68 O0.S. Supp. 2004, Section 2817),
which relates to ad valorem taxation; modifying
provisions related to determination of fair cash
value for certain property; modifying provisions
related to purchase of real estate lots for purposes
of certain determination; prescribing procedures for
certification of certain tax credits; requiring
Oklahoma Tax Commission to file certain report;
amending 68 0.S. 2001, Sections 3624, as amended by
Section 2, Chapter 203, 0.S.L. 2002 and 3625 (68 0.S.
Supp. 2004, Section 3624), which relate to the
Compete with Canada Film Act; deleting reference to
the Oklahoma Film Enhancement Rebate Program
Revolving Fund; adding television commercials as type
of production eligible for rebate; adjusting rebate
amount based on employment of Oklahoma residents;
updating statutory language; modifying certain
completion documentation requirements; providing time
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period for payment of claims; increasing amount of
payments allowed in a fiscal year; expanding source
of funds for the Oklahoma Film Enhancement Rebate
Program Revolving Fund; directing the Tax Commission
to transfer certain amount of funds to the fund;
amending 68 0.S. 2001, Section 6003.1, as amended by
Section 15, Chapter 535, 0.S.L. 2004 (68 0.S. Supp.
2004, Section 6003.1), which relates to aircraft
excise tax; modifying threshold amount of certain
purchase price; modifying provisions related to
certain designation of excise tax; repealing 68 0O.S.
2001, Section 1357.8, which relates to sales tax
refund for motion pictures and television; providing
for contingent effect of act depending upon enactment
of certain legislative measure; providing for
codification; providing for noncodification;
providing effective dates; and declaring an
emergency.

BE IT ENACTED BY THE PEOPLE OF THE STATE OF OKLAHOMA:

SECTION 1. AMENDATORY 36 0.S. 2001, Section 312.1, as
last amended by Section 54, Chapter 368, 0.S.L. 2004 (36 0.S. Supp.
2004, Section 312.1), is amended to read as follows:

Section 312.1 A. For the fiscal year ending June 30, 2004, the
Insurance Commissioner shall report and disburse one hundred percent
(100%) of the fees and taxes collected under Section 624 of this
title to the State Treasurer to be deposited to the credit of the
Education Reform Revolving Fund created pursuant to Section 41.29b
of Title 62 of the Oklahoma Statutes. The Insurance Commissioner
shall keep an accurate record of all such funds and make an itemized
statement and furnish same to the State Auditor and Inspector, as to
all other departments of this state. The report shall be
accompanied by an affidavit of the Insurance Commissioner or the
Chief Clerk of such office certifying to the correctness thereof.

B. For the fiscal year beginning July 1, 2006, and for each
fiscal year thereafter, the Insurance Commissioner shall apportion
an amount of the taxes and fees received from Section 624 of this
title, which shall be at least One Million Two Hundred Fifty
Thousand Dollars ($1,250,000.00) each year, but which shall also be
computed on an annual basis by the Commissioner as the amount of
insurance premium tax revenue loss attributable to the provisions of
subsection H of Section 625.1 of this title and increased if
necessary to reflect the annual computation, and which shall be
apportioned before any other amounts, to the following pension
systems and in the following amounts:

1. Sixty-five percent (65%) to the Oklahoma Firefighters
Pension and Retirement Fund in the manner provided for in Sections
49-119, 49-120 and 49-123 of Title 11 of the Oklahoma Statutes;

2. Twenty-six percent (26%) to the Oklahoma Police Pension and
Retirement System pursuant to the provisions of Sections 50-101
through 50-136 of Title 11 of the Oklahoma Statutes; and
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3. Nine percent (9%) to the Law Enforcement Retirement Fund.

C. After the apportionment required by subsection B of this
section, for the fiscal years beginning July 1, 2004, and ending
June 30, 2009, the Insurance Commissioner shall report and disburse
all of the fees and taxes collected under Section 624 of this title
and Section 61 of this act, and the same are hereby apportioned as
follows:

1. Forty-one and seven-tenths percent (41.7%) of the taxes
collected on premiums shall be allocated and disbursed for the
Oklahoma Firefighters Pension and Retirement Fund, in the manner
provided for in Sections 49-119, 49-120 and 49-123 of Title 11 of
the Oklahoma Statutes;

2. Seventeen percent (17%) of the taxes collected on premiums
shall be allocated and disbursed to the Oklahoma Police Pension and
Retirement System pursuant to the provisions of Sections 50-101
through 50-136 of Title 11 of the Oklahoma Statutes;

3. Six and one-tenth percent (6.1%) of the taxes collected on
premiums shall be allocated and disbursed to the Law Enforcement
Retirement Fund; and

4. All the balance and remainder of the taxes and fees provided
in Section 624 of this title shall be paid to the State Treasurer to
the credit of the General Revenue Fund of the state to provide
revenue for general functions of state government. The Insurance
Commissioner shall keep an accurate record of all such funds and
make an itemized statement and furnish same to the State Auditor and
Inspector, as to all other departments of this state. The report
shall be accompanied by an affidavit of the Insurance Commissioner
or the Chief Clerk of such office certifying to the correctness
thereof.

&—For D. After the apportionment required by subsection B of
this section, for the fiscal year ending June 30, 2010, and for each
fiscal year thereafter the Insurance Commissioner shall report and
disburse all of the fees and taxes collected under Section 624 of
this title and Section &+ 2204 of this aet title, and the same are
hereby apportioned as follows:

1. Thirty-four percent (34%) of the taxes collected on premiums
shall be allocated and disbursed for the Oklahoma Firefighters
Pension and Retirement Fund, in the manner provided for in Sections
49-119, 49-120 and 49-123 of Title 11 of the Oklahoma Statutes;

2. Fourteen percent (14%) of the taxes collected on premiums
shall be allocated and disbursed to the Oklahoma Police Pension and
Retirement System pursuant to the provisions of Sections 50-101
through 50-136 of Title 11 of the Oklahoma Statutes;

3. Five percent (5%) of the taxes collected on premiums shall
be allocated and disbursed to the Law Enforcement Retirement Fund;
and

4. All the balance and remainder of the taxes and fees provided
in Section 624 of this title shall be paid to the State Treasurer to
the credit of the General Revenue Fund of the state to provide
revenue for general functions of state government. The Insurance
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Commissioner shall keep an accurate record of all such funds and
make an itemized statement and furnish same to the State Auditor and
Inspector, as to all other departments of this state. The report
shall be accompanied by an affidavit of the Insurance Commissioner
or the Chief Clerk of such office certifying to the correctness
thereof.

B+~ E. The disbursements provided for in subsections A, B and, C
and D of this section shall be made monthly. The Insurance
Commissioner shall report annually to the Governor, the Speaker of
the House of Representatives, the President Pro Tempore of the
Senate and the State Auditor and Inspector, the amounts collected
and disbursed pursuant to this section.

SECTION 2. AMENDATORY 306 0.5. 2001, Section 625.1, 1is
amended to read as follows:

Section 625.1 A. A foreign or alien insurer which is subject
to the tax imposed by Section 624 of this title shall be entitled to
a credit against said tax actually paid to and placed in the General
Revenue Fund of the state, not including any of said tax monies
placed in pension funds and not including any of said tax monies
placed in escrow, if, during the year for which the tax is being
assessed, the insurer or its affiliate maintained a regional home
office in this state in a building owned or leased by the insurer.
To receive a credit against the tax imposed for the year in which
the regional home office was established, said office must have been
maintained continuously from on or before August 1 of that year
through the last day of the calendar year. For succeeding years, an
insurer or its affiliate shall have maintained the regional home
office continuously from the first day of the calendar year for
which the tax is imposed through the last day of that calendar year.
The credit shall be equal to the following percentages of the amount
due after the credits authorized by Sections 624.1 and 625 of this
title have been deducted:

1. Fifteen percent (15%), if there are more than two hundred
full-time, year-round Oklahoma employees, but less than three
hundred full-time, year-round Oklahoma employees;

2. Twenty-five percent (25%), 1f there are more than three
hundred full-time, year-round Oklahoma employees, but less than four
hundred full-time, year-round Oklahoma employees;

3. Thirty-five percent (35%), if there are more than four
hundred full-time, year-round Oklahoma employees, but less than five
hundred full-time, year-round Oklahoma employees; or

4. Fifty percent (50%), if there are five hundred or more full-
time, year-round Oklahoma employees.

B. A domestic insurer with four hundred or more full-time,
year—-round Oklahoma employees which is subject to the tax imposed by
Section 624 of this title shall be entitled to a credit against said
tax actually paid to and placed in the General Revenue Fund of the
state, not including any of said tax monies placed in pension funds
and not including any of said tax monies placed in escrow, if,
during the year previous to the year for which the tax is being
assessed, the insurer or its affiliate maintained a regional home
office in this state in a building owned or leased by the insurer
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and during the year for which the tax is being assessed, the insurer
establishes its home office in this state in a building owned or
leased by the insurer. To receive a credit against the tax imposed
for the year in which the home office was established, said office
must have been maintained continuously from on or before August 1 of
that year through the last day of the calendar year. For succeeding
years, an insurer shall have maintained the home office continuously
from the first day of the calendar year for which the tax is imposed
through the last day of that calendar year. Insurers who take
action before August 1, 2000, to establish their home office in this
state shall be entitled to a credit against the tax imposed on or
after January 1, 2001, which shall be in addition to the credit the
insurer is entitled to for that year. The credit shall be equal to
the following percentages of the amount due after the credits
authorized by Sections 624.1 and 625 of this title have been
deducted:

1. Thirty-five percent (35%), if there are more than four
hundred full-time, year-round Oklahoma employees, but less than five
hundred full-time, year-round Oklahoma employees; or

2. Fifty percent (50%), if there are five hundred or more full-
time, year-round Oklahoma employees.

C. A domestic insurer which is subject to the tax imposed by
Section 624 of this title shall be entitled to a credit against said
tax actually paid to and placed in the General Revenue Fund of the
state, not including any of said tax monies placed in pension funds
and not including any of said tax monies placed in escrow, if,
during the year for which the tax is being assessed, the insurer
maintained a regional home office in at least five (5) or more
counties in this state in buildings owned or leased by the insurer.
To receive a credit against the tax imposed for the year in which
the regional home offices were established, said offices must have
been maintained continuously from on or before August 1 of that year
through the last day of the calendar year. For succeeding years, an
insurer shall have maintained the regional home offices continuously
from the first day of the calendar year for which the tax is imposed
through the last day of that calendar year. The credit shall be
equal to the percentage of the amount due after the credits
authorized by Sections 624.1 and 625 of this title have been
deducted as established in subsection A of this section.

D. Proof that an insurer qualifies for the credit authorized by
this section shall be on forms prescribed by the Insurance
Commissioner and shall be submitted to the Commissioner annually
with the report which is filed pursuant to Section 624 of the
Insurance Code.

E. The credit provided for in subsections A, B and C of this
section shall be based on the total number of Oklahoma employees in
the regional or home office when a group of insurers which are under
common management and control maintain a regional home office or
home office in this state in a building owned or leased by the group
of insurers. The credit provided for in subsections A, B and C of
this section may be allocated among the insurance company and the
insurance company affiliates at the discretion of the insurance
company on a per-insurance-company basis.

F. As used in this section:
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1. "Regional home office" means an office transacting
insurance, as defined in Section 105 of this title, and performing
insurance company operations, which is defined as one or more or any
combination of the following functions and services performed in
connection with the development, sale, and administration of
products giving rise to receipts subject to a premium tax on
domestic and foreign insurance companies, or domestic or foreign
health care insurance corporations: actuarial, medical, legal,
investments, accounting, auditing, underwriting, policy issuance,
information, policyholder services, premium collection, claims,
advertising and publications, public relations, human resources,
marketing, sales office staff, training of sales and service
personnel, and clerical, managerial, and other support for any such
functions or services;

2. "Common management and control" means the possession, direct
or indirect, of the power to direct or cause the direction of the
management and policies of an insurer, whether through the ownership
of voting securities, by contract, or otherwise, unless the power is
executed by a person acting in an official capacity, performing
duties imposed and exercising authority granted because of the
person's position as an officer or employee of the insurer. Control
shall be presumed to exist if any person, directly or indirectly,
owns, controls, holds with the power to vote, or holds proxies
representing twenty-five percent (25%) or more of the voting
securities of the insurer;

3. “Oklahoma employees” means persons who are employed in
Oklahoma after January 1, 2000, and who are common law employees of
an insurance company or its affiliate. Oklahoma employees do not
include independent contractors or any persons to the extent that
the compensation of that person is based on commissions;

4., “Insurance company” means any entity subject to a premium
tax on domestic and foreign insurance companies, or domestic or
foreign health care insurance corporations, including the attorney-
in-fact authorized by and acting for the subscribers of a reciprocal
insurer or inter-insurance exchange under powers of attorney. A
reciprocal and its attorney-in-fact shall be a single entity; and

5. “Home office” means the executive offices of an insurance
company which is domiciled in this state.

G. Each insurer or insurance group requesting a credit under
this section shall certify by affidavit, approved as to form by the
Commissioner, that the insurer has met all of the qualifications
required by this section and is authorized to a credit against the
premium tax which actually shall be paid to, and placed in the
General Revenue Fund of the state, exclusive of any amounts of the
tax which shall be credited to pension funds pursuant to law and
exclusive of any amounts which shall be placed into escrow. The
Commissioner may do an examination for the sole purpose of
certifying that all requirements of this section are being met by
the insurer requesting to obtain any credits against premium tax.

H. For the fiscal year beginning July 1, 2006, and for each
fiscal year thereafter, and notwithstanding any other provisions of
Title 36 of the Oklahoma Statutes or any other provision of law
governing the order in which the credit authorized by this section
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is to be deducted from the liability of the company claiming such
credit to the contrary, the credit authorized by this section shall
be deducted from the insurance premium tax liability of the company
claiming such credit prior to the deduction of any other credits
that may be claimed against such liability.

SECTION 3. NEW LAW A new section of law to be codified
in the Oklahoma Statutes as Section 624.3 of Title 36, unless there
is created a duplication in numbering, reads as follows:

A. As used in this section:

1. “Economically targeted credits” means any credit against the
insurance premium tax other than the home office credits;

2. “Home office credits” means the credits against insurance
premium tax authorized pursuant to Section 625.1 of Title 36 of the
Oklahoma Statutes;

3. “Insurance premium tax” means those levies imposed pursuant
to Sections 624 and 628 of Title 36 of the Oklahoma Statutes; and

4. “Insurance premium tax liabilities” means the total
liability of any insurance company created by the insurance premium
tax.

B. Any taxpayer adversely affected by a requirement of the
Oklahoma Insurance Department for deducting home office credits
after the deduction of economically targeted credits in computation
of the taxpayer’s insurance premium tax liabilities for the period
July 2003, through June 2006, shall be granted a refund, pursuant to
the provisions of Section 624.2 of Title 36 of the Oklahoma
Statutes, for the difference between the insurance premium tax
liability as it would have been computed had the home office credit
been deducted prior to economically targeted credits and the
insurance premium tax liability as it was actually computed for such
periods.

C. The provisions of this section shall be deemed sufficient
grounds for the granting of a refund claim pursuant to subsection C
of Section 624.2 of Title 36 of the Oklahoma Statutes.

D. No refund otherwise payable pursuant to the provisions of
this section shall be paid to a claimant prior to July 1, 2007.

E. Refunds paid on or after July 1, 2007, pursuant to the
provisions of this section shall only be paid from those insurance
premium taxes and fees that would be apportioned to the General
Revenue Fund of the State Treasury. No refund otherwise payable
pursuant to the provisions of this section shall be paid from
insurance premium taxes or fees that would be apportioned to the
Oklahoma Firefighters Pension and Retirement Fund, the Oklahoma
Police Pension and Retirement System or the Law Enforcement
Retirement Fund.

F. Any and all premium tax credits to be utilized or recovered

in a subsequent year are fully admitted as an asset to the insurer
owning or generating said credits.
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SECTION 4. AMENDATORY 37 0.5. 2001, Section 518, as last
amended by Section 5, Chapter 484, 0.S.L. 2003 (37 0.S. Supp. 2004,
Section 518), is amended to read as follows:

Section 518. A. Except as otherwise provided in this section,
the licenses issued by the Alcoholic Beverage Laws Enforcement
Commission, and the annual fees therefor, shall be as follows:

L. BreWer LiCeN S e v i i it ittt ettt eeeeeeeeeeeeeneeeea $1,250.00
2. Oklahoma Brewer LiCenSE. ..ttt eeneeennenenannn $125.00
3. Distiller License
a. For each fiscal year ending
after June 30, 2006. ...t iu ittt eneenennn $3,125.00
b. For the fiscal year ending
June 30, 2006. ...t iiiiiitee ittt nnnnnaeen $1,250.00
4. Winemaker LiCEeNSE. ...ttt it iiineeeeeeeeeeeenennaens $625.00
5. Oklahoma Winemaker License........ouiuiiiiiieneeeenenn. $75.00

6. Rectifier License

a. For each fiscal year ending
after June 30, 2006. ...t eutieeeeenennennn $3,125.00
b. For the fiscal year ending
June 30, 2006. ...ttt $1,250.00
7. Wholesaler LiCeIS . vt ittt et et eeeeeeeeeenennn $3,500.00
8. Class B Wholesaler LiCeNSE. ...t eeteeteeeeneeeenens $625.00
9. The following package store license fees shall
be determined by the latest Federal Decennial
Census:
a. Package Store License for cities
and towns from 200 to 2,500
POPULALION . it ittt ettt e e e e e e e $305.00
b. Package Store License for cities
and towns from 2,501 to 5,000
POPULAL IO e vt ittt e e e e e e e e et e $605.00
C. Package Store License for cities
and towns over 5,000 population............. $905.00
10. Mixed Beverage LiCeNSE. ... w ettt eeeeneeenneenn $1,005.00
(initial license)
$905.00
(renewal)
11. Mixed Beverage/Caterer Combination License..... $1,250.00
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12. Beer and Wine LiCeNSE. ...ttt tteeenenaeeeennns $500.00
(initial license)

$450.00

(renewal)

13. Bottle Club LiCenSe . v vttt ittt et eeeeeeenenene $1,000.00
(initial license)

$900.00

(renewal)

14, Caterer LiCeNSe . v v it ittt ettt eeeeeeeeeeennn $1,005.00
(initial license)

$905.00

(renewal)

15. Annual Special Event License........euiieeeeeeeenn. $55.00
16. Quarterly Special Event LicCense......uuuueeeeeenn. $55.00
17. Hotel Beverage LiCEeNS . ... ettt eeeeeeeenn $1,005.00

(initial license)

$905.00

(renewal)

18. Airline/Railroad Beverage License.............. $1,005.00
(initial license)

$905.00

(renewal)

19, Agent LicCeNSe. .ttt iiit ittt eeeennneeeeeeaeean $55.00
20. Employee LiCeNSE. .. i ittt ittt ettt eeennneeen $30.00
21. Industrial LiCensSe.....i ittt it iineeeeeeeeennnnaees $23.00
22. Carrier LiCeNSE ...t tteeeneeneeeeeeeeennnnanes $23.00
23. Private Carrier LicCenSe. ... i uuieeee et ieeeeennaeens $23.00
24. Bonded Warehouse LicCensSe.......iuiuieeeeeeeeeeeennnn $190.00
25, SLOrage LiCeNSE . i it ittt ettt ettt eeeeeeneeeeaneenn $23.00
26. Nonresident Seller LiCeNSE. ...t ittt ennenennns $750.00
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27. Manufacturers Agent LiCense......eieieieeenennennn $55.00
28. Sacramental Wine Supplier License...........oe... $100.00
29. Charitable Auction LiCensSe. . ...ttt ennnnneenn $1.00

There shall be added to the initial or renewal fees for a Mixed
Beverage License an administrative fee, which shall not be deemed to
be a license fee, 1in the amount of Five Hundred Dollars ($500.00),
which shall be paid at the same time and in the same manner as the
license fees prescribed by paragraph 10 of this subsection;
provided, this fee shall not be assessed against service
organizations or fraternal beneficiary societies which are exempt
under Section 501 (c) (19), (8) or (10) of the Internal Revenue Code.
There shall be added to the fee for a Mixed Beverage/Caterer
Combination License an administrative fee, which shall not be deemed
to be a license fee, in the amount of Two Hundred Fifty Dollars
($250.00), which shall be paid at the same time and in the same
manner as the license fee prescribed by paragraph 11 of this
subsection.

B. Notwithstanding the provisions of subsection A of this
section:

1. The license fee for a mixed beverage or bottle club license
for those service organizations or fraternal beneficiary societies
which are exempt under Section 501 (c) (19), (8) or (10) of the
Internal Revenue Code shall be Five Hundred Dollars ($500.00) per
year;

2. The fees provided for in subsection A of this section for a
brewer license and for a Class B wholesaler license shall be reduced
by seventy-five percent (75%) if the applicant therefor is also the
holder of a license to manufacture or wholesale any low-point beer
as provided for in this title; and

3. The renewal fee for an airline/railroad beverage license
held by a railroad described in Seetieon 2430+ of Fitte 49 of +the
Baited—StatesCoder 49 U.S.C., Section 24301, shall be One Hundred
Dollars ($100.00).

C. An applicant may apply for and receive both a beer and wine
license and a caterer license.

D. All licenses, except as otherwise provided, shall be wvalid
for one (1) year from date of issuance unless revoked or
surrendered. Provided, all employee licenses issued on or after
September 1, 1993, shall be wvalid for two (2) years.

E. The holder of a license, issued by the ABLE Commission, for
a bottle club located in a county of this state where the sale of
alcoholic beverages by the individual drink for on-premises
consumption has been authorized, may exchange the bottle club
license for a mixed beverage license or a beer and wine license and
operate the licensed premises as a mixed beverage establishment or a
beer and wine establishment subject to the provisions of the
Oklahoma Alcoholic Beverage Control Act. There shall be no
additional fee for such exchange and the mixed beverage license or
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beer and wine license issued shall expire one (1) year from the date
of issuance of the original bottle club license.

SECTION 5. AMENDATORY 47 0.5. 2001, Section 1107, 1is
amended to read as follows:

Section 1107. A. In the event of the sale or transfer of the
ownership of a vehicle for which a certificate of title has been
issued as provided by Section 1105 of this title, the holder of such
certificate shall endorse on the back of same a complete assignment
thereof with warranty of title in form printed thereon with a
statement of all liens or encumbrances on the vehicle, sworn to
before a notary public or some other person authorized by law to
take acknowledgments, and deliver same to the purchaser or

transferee at the time of delivery to the purchaser or transferee of
the vehicle. The—sellermay notifythe Oklahomao ToxCommission—of
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wrnar an Al £ +1h +tranaf anAa + 4 Anarmayrg 4 A £ +1h reah 1 ~1 n
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fitle—and—index—the sale;—transferor—assignaments The purchaser or

transferee, unless such person is a bona fide used motor vehicle
dealer licensed by this state, or a charitable organization shall,
within thirty (30) days from the time of delivery to the purchaser
or transferee of the vehicle, present the assigned certificate of
title and the insurance security verification to the vehicle to the
Oklahoma Tax Commission, or one of its motor license agents,
accompanied by a fee of Eleven Dollars ($11.00), together with any
motor vehicle excise tax or license fee that may be due, whereupon a
new certificate of title, shall be issued to the assignee. One
Dollar ($1.00) of each fee shall be deposited in the Oklahoma Tax
Commission Reimbursement Fund. Any charitable organization
utilizing the exemption authorized by this subsection shall receive
training as prescribed by the Oklahoma Used Motor Vehicle and Parts
Commission.

B. A licensed dealer or charitable organization shall, on
selling or otherwise disposing of a vehicle, execute and deliver to
the purchaser thereof the certificate of title properly and
completely reassigned. Thereupon, the purchaser of the vehicle
shall present the reassigned certificate to the Commission, or a
motor license agent, accompanied by a fee of Eleven Dollars
($11.00), and any motor vehicle excise tax or license fee that may
be due, whereupon a new certificate of title will be issued to the
purchaser. One Dollar ($1.00) of each fee shall be deposited in the
Oklahoma Tax Commission Reimbursement Fund. The certificate, when
so assigned and returned to the Commission, together with any
subsequent assignment or reissue thereof, shall be appropriately
filed and indexed so that at all times it will be possible to trace
title to the vehicle designated therein. Provided, when the
ownership of any motor vehicle shall pass by operation of law, the
person owning the vehicle may, upon furnishing satisfactory proof to
the Commission of ownership, procure a title to the motor vehicle,
regardless of whether a certificate of title has ever been issued.
The dealer shall execute and deliver to the purchaser bills of sale
on forms prescribed by the Commission for all new vehicles sold by
the dealer. On presentation of a bill of sale executed on forms
prescribed by the Commission, by a manufacturer or dealer for a new
vehicle sold in this state, accompanied by remittance in the sum of
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Eleven Dollars ($11.00), together with any motor vehicle excise tax
or license fee that may be due, a certificate of title shall be
issued in accordance with the provisions of the Oklahoma Vehicle
License and Registration Act. One Dollar ($1.00) of each fee shall
be deposited in the Oklahoma Tax Commission Reimbursement Fund. For
purposes of this subsection, “charitable organization” shall mean
any organization which is exempt from taxation pursuant to the
provisions of the Internal Revenue Code, 26 U.S.C., Section

501 (c) (3) and which is registered as a charitable organization with
the Oklahoma Secretary of State and the Oklahoma Attorney General’s
office.

C. Any person violating the provisions of this section shall be
guilty of a misdemeanor and upon the first conviction thereof shall
be punished by a fine not to exceed Five Hundred Dollars ($500.00),
with impoundment of the vehicle until all taxes and fees are paid.

A second or subsequent conviction shall be punished by a fine not to
exceed One Thousand Dollars ($1,000.00), with impoundment of the
vehicle until all taxes and fees are paid. If a vehicle is
impounded pursuant to the provisions of this section, the wvehicle
shall not be released to the owner until the owner provides proof of
security or an affidavit that the vehicle will not be used on public
highways or public streets, as required pursuant to Section 7-600 et
seqg. of this title. Each wvehicle involved in a violation of this
section shall be considered a separate offense.

SECTION 6. NEW LAW A new section of law to be codified
in the Oklahoma Statutes as Section 1107.4 of Title 47, unless there
is created a duplication in numbering, reads as follows:

A. Upon the transfer of a vehicle, the transferor may file a
written notice of transfer with the Tax Commission or a motor
license agent. On receipt of a written notice of transfer, the
Commission shall indicate the transfer on the vehicle records
maintained by the Commission. The written notice of transfer shall
contain the following information:

1. The vehicle identification number of the vehicle;

2. The number of the license plate issued to the vehicle, if
any;

3. The full name and address of the transferor;

4. The full name and address of the transferee;

5. The date the transferor delivered possession of the vehicle

to the transferee; and
6. The signature of the transferor.

B. There shall be assessed a fee of Ten Dollars ($10.00) when
filing the notice of transfer. Seven Dollars ($7.00) of the fee
shall be retained by the motor license agent. Three Dollars ($3.00)
of the fee shall be apportioned to the Oklahoma Tax Commission
Reimbursement Fund.

C. After the date of the transfer of the vehicle as shown on

the records of the Commission, the transferee of the vehicle shown
on the records is rebuttably presumed to be:
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1. The owner of the vehicle; and

2. Subject to civil and criminal liability arising out of the
use, operation, or abandonment of a vehicle, to the extent that
ownership of the vehicle subjects the owner of the vehicle to civil
or criminal liability pursuant to law.

D. This section does not impose or establish any civil or
criminal liability on the owner of a vehicle who transfers ownership
of the vehicle but does not file a written notice of transfer with
the Commission.

SECTION 7. AMENDATORY 47 0.5. 2001, Section 1141.1, is
amended to read as follows:

Section 1141.1 A. Each motor license agent shall be entitled
to retain the following amounts from the taxes and fees collected by
such agent to be used to fund the operation of the office of such
motor license agent subject to the provisions of Sections 1140
through 1147 of this title:

1. PwoPbeollars—and fifty—siw—eents {5256+ Beginning July 1,
2005, Two Dollars and eighty-one cents ($2.81) for each vehicle
registered and for each special license plate issued pursuant to the
Oklahoma Vehicle License and Registration Act. Beginning July 1,
2006, and thereafter, Three Dollars and fifty-six cents ($3.56) for
each vehicle registered and for each special license plate issued
pursuant to the Oklahoma Vehicle License and Registration Act;

2. One Dollar and twenty-five cents ($1.25) for each
certificate of title issued for boats and motors pursuant to the
Oklahoma Statutes;

3. For each certificate of registration issued for boats and
motors pursuant to the Oklahoma Statutes, an amount determined
pursuant to the provisions of subsection B of this section;

4. Two Dollars and twenty-five cents ($2.25) for each
certificate of title issued pursuant to the Oklahoma Vehicle License
and Registration Act;

5. Beginning October 1, 2000, three percent (3%) of the vehicle
excise tax collected pursuant to Section 2103 of Title 68 of the
Oklahoma Statutes. Beginning July 1, 2001, each motor license agent
shall be entitled to retain three and one hundred twenty-five one-
thousandths percent (3.125%) of the vehicle excise tax collected
pursuant to Section 2103 of Title 68 of the Oklahoma Statutes.
Beginning July 1, 2002, and for all subsequent years, each motor
license agent shall be entitled to retain three and twenty-five one-
hundredths percent (3.25%) of the vehicle excise tax collected
pursuant to Section 2103 of Title 68 of the Oklahoma Statutes.
However, beginning July 1, 2003, the Legislature shall annually
review the percentage to be retained by the motor license agents
pursuant to this paragraph to determine whether such percentage
should be adjusted;

6. Four percent (4%) of the excise tax collected on the
transfer of boats and motors pursuant to the Oklahoma Statutes;
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7. Two Dollars ($2.00) for each driver license, endorsement,
identification license, or renewal or duplicate issued pursuant to
Section 6-101 et seg. of this title;

8. Two Dollars ($2.00) for the recording of security interests
as provided in Section 1110 of this title;

9. Two Dollars ($2.00) for each inspection conducted pursuant
to subsection L of Section 1105 of this title;

10. Three Dollars ($3.00) for each inspection conducted
pursuant to subsection M of Section 1105 of this title;

11. One Dollar ($1.00) for each certificate of ownership filed
pursuant to subsection Q of Section 1105 of this title;

12. One Dollar ($1.00) for each temporary permit issued
pursuant to Section 1124 of this title;

13. One Dollar and fifty cents ($1.50) for processing each
proof of financial responsibility, driver license information,
insurance verification information, and other additional information
as provided in Section 7-602 of this title;

14. The mailing fees and registration fees provided in Sections
1131 and 1140 of this title;

15. The notary fee provided in Section 1143 of this title;
16. Three Dollars ($3.00) for each lien entry form completed
and recorded on a certificate of title pursuant to subsection G of

Section 1105 of this title;

17. Seven Dollars ($7.00) for each notice of transfer as
provided by subsection B of Section 6 of this act;

18. Seven Dollars ($7.00) for each certificate of title or each
certificate of registration issued for repossessed vehicles pursuant
to Section 1126 of this title; and

38+ 19. Any amount specifically authorized by law to be
retained by the motor license agent for the furnishing of a summary
of a traffic record.

The balance of the funds collected shall be remitted to the
Oklahoma Tax Commission as provided in Section 1142 of this title to
be apportioned pursuant to Section 1104 of this title.

B. For each certificate of registration issued for boats and
motors, each motor license agent shall be entitled to retain the
greater of One Dollar and twenty-five cents ($1.25) or an amount to
be determined by the Tax Commission according to the provisions of
this subsection. At the end of fiscal year 1997 and each fiscal
year thereafter, the Tax Commission shall compute the average amount
of registration fees for all boats and motors registered in this
state during the fiscal year and shall multiply the result by six
and twenty-two one-hundredths percent (6.22%). The resulting
product shall be the amount which may be retained by each motor
license agent for each certificate of registration for boats and
motors issued during the following calendar year.
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SECTION 8. AMENDATORY 68 0.S. 2001, Section 1356, as
last amended by Section 108 of Enrolled House Bill No. 2060 of the
1st Session of the 50th Oklahoma Legislature, is amended to read as
follows:

Section 1356. Exemptions - Governmental and nonprofit entities.

There are hereby specifically exempted from the tax levied by
Section 1350 et seg. of this title:

1. Sale of tangible personal property or services to the United
States government or to the State of Oklahoma, any political
subdivision of this state or any agency of a political subdivision
of this state; provided, all sales to contractors in connection with
the performance of any contract with the United States government,
State of Oklahoma or any of its political subdivisions shall not be
exempted from the tax levied by Section 1350 et seq. of this title,
except as hereinafter provided;

2. Sales of property to agents appointed by or under contract
with agencies or instrumentalities of the United States government
if ownership and possession of such property transfers immediately
to the United States government;

3. Sales of property to agents appointed by or under contract
with a political subdivision of this state if the sale of such
property is associated with the development of a qualified federal
facility, as provided in the Oklahoma Federal Facilities Development
Act, and if ownership and possession of such property transfers
immediately to the political subdivision or the state;

4. Sales made directly by county, district or state fair
authorities of this state, upon the premises of the fair authority,
for the sole benefit of the fair authority or sales of admission
tickets to such fairs or fair events at any location in the state
authorized by county, district or state fair authorities; provided,
the exemption provided by this paragraph for admission tickets to
fair events shall apply only to any portion of the admission price
that is retained by or distributed to the fair authority. As used
in this paragraph, “fair event” shall be limited to an event held on
the premises of the fair authority in conjunction with and during
the time period of a county, district or state fair;

5. Sale of food in cafeterias or lunch rooms of elementary
schools, high schools, colleges or universities which are operated
primarily for teachers and pupils and are not operated primarily for
the public or for profit;

6. Dues paid to fraternal, religious, civic, charitable or
educational societies or organizations by regular members thereof,
provided, such societies or organizations operate under what is
commonly termed the lodge plan or system, and provided such
societies or organizations do not operate for a profit which inures
to the benefit of any individual member or members thereof to the
exclusion of other members and dues paid monthly or annually to
privately owned scientific and educational libraries by members
sharing the use of services rendered by such libraries with students
interested in the study of geology, petroleum engineering or related
subjects;
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7. Sale of tangible personal property or services to or by
churches, except sales made in the course of business for profit or
savings, competing with other persons engaged in the same or a
similar business or sale of tangible personal property or services
by an organization exempt from federal income tax pursuant to
Section 501 (c) (3) of the Internal Revenue Code of 1986, as amended,
made on behalf of or at the request of a church or churches if the
sale of such property is conducted not more than once each calendar
year for a period not to exceed three (3) days by the organization
and proceeds from the sale of such property are used by the church
or churches or by the organization for charitable purposes;

8. The amount of proceeds received from the sale of admission
tickets which is separately stated on the ticket of admission for
the repayment of money borrowed by any accredited state-supported
college or university or any public trust of which a county in this
state is the beneficiary, for the purpose of constructing or
enlarging any facility to be used for the staging of an athletic
event, a theatrical production, or any other form of entertainment,
edification or cultural cultivation to which entry is gained with a

paid admission ticket. Such facilities include, but are not limited
to, athletic fields, athletic stadiums, field houses, amphitheaters
and theaters. To be eligible for this sales tax exemption, the

amount separately stated on the admission ticket shall be a
surcharge which is imposed, collected and used for the sole purpose
of servicing or aiding in the servicing of debt incurred by the
college or university to effect the capital improvements
hereinbefore described;

9. Sales of tangible personal property or services to the
council organizations or similar state supervisory organizations of
the Boy Scouts of America, Girl Scouts of U.S.A. and the Campfire
Boys and Girls;

10. Sale of tangible personal property or services to any
county, municipality, rural water district, public school district,
the institutions of The Oklahoma State System of Higher Education,
the Grand River Dam Authority, the Northeast Oklahoma Public
Facilities Authority, the Oklahoma Municipal Power Authority, City
of Tulsa-Rogers County Port Authority, Muskogee City-County Port
Authority, the Oklahoma Department of Veterans Affairs, the Broken
Bow Economic Development Authority, Ardmore Development Authority,
Durant Industrial Authority, Oklahoma Ordnance Works Authority or to
any person with whom any of the above-named subdivisions or agencies
of this state has duly entered into a public contract pursuant to
law, necessary for carrying out such public contract or to any
subcontractor to such a public contract. Any person making
purchases on behalf of such subdivision or agency of this state
shall certify, in writing, on the copy of the invoice or sales
ticket to be retained by the vendor that the purchases are made for
and on behalf of such subdivision or agency of this state and set
out the name of such public subdivision or agency. Any person who
wrongfully or erroneously certifies that purchases are for any of
the above-named subdivisions or agencies of this state or who
otherwise violates this section shall be guilty of a misdemeanor and
upon conviction thereof shall be fined an amount equal to double the
amount of sales tax involved or incarcerated for not more than sixty
(60) days or both;
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11. Sales of tangible personal property or services to private
institutions of higher education and private elementary and
secondary institutions of education accredited by the State
Department of Education or registered by the State Board of
Education for purposes of participating in federal programs or
accredited as defined by the Oklahoma State Regents for Higher
Education which are exempt from taxation pursuant to the provisions
of the Internal Revenue Code, 26 U.S.C., Section 501 (c) (3),
including materials, supplies, and equipment used in the
construction and improvement of buildings and other structures owned
by the institutions and operated for educational purposes.

Any person, firm, agency or entity making purchases on behalf of
any institution, agency or subdivision in this state, shall certify
in writing, on the copy of the invoice or sales ticket the nature of
the purchases, and violation of this paragraph shall be a
misdemeanor as set forth in paragraph 10 of this section;

12. Tuition and educational fees paid to private institutions
of higher education and private elementary and secondary
institutions of education accredited by the State Department of
Education or registered by the State Board of Education for purposes
of participating in federal programs or accredited as defined by the
Oklahoma State Regents for Higher Education which are exempt from
taxation pursuant to the provisions of the Internal Revenue Code, 26
U.S.C., Section 501 (c) (3);

13. a. Sales of tangible personal property made by:
(1) a public school,

(2) a private school offering instruction for grade
levels kindergarten through twelfth grade,

(3) a public school district,

(4) a public or private school board,

(5) a public or private school student group or
organization,

(6) a parent-teacher association or organization

other than as specified in subparagraph b of this
paragraph, or

(7) public or private school personnel for purposes
of raising funds for the benefit of a public or
private school, public school district, public or
private school board or public or private school
student group or organization, or

b. Sales of tangible personal property made by or to
nonprofit parent-teacher associations or organizations
exempt from taxation pursuant to the provisions of the
Internal Revenue Code, 26 U.S.C., Section 501 (c) (3).

The exemption provided by this paragraph for sales made by a
public or private school shall be limited to those public or private
schools accredited by the State Department of Education or
registered by the State Board of Education for purposes of
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participating in federal programs. Sale of tangible personal
property in this paragraph shall include sale of admission tickets
and concessions at athletic events;

14. Sales of tangible personal property by:

a. local 4-H clubs,

b. county, regional or state 4-H councils,

C. county, regional or state 4-H committees,

d. 4-H leader associations,

e. county, regional or state 4-H foundations, and
f. authorized 4-H camps and training centers.

The exemption provided by this paragraph shall be limited to
sales for the purpose of raising funds for the benefit of such
organizations. Sale of tangible personal property exempted by this
paragraph shall include sale of admission tickets;

15. The first Seventy-five Thousand Dollars ($75,000.00) each
year from sale of tickets and concessions at athletic events by each
organization exempt from taxation pursuant to the provisions of the
Internal Revenue Code, 26 U.S.C., Section 501 (c) (4);

16. Items or services which are subsequently given away by the
Oklahoma Tourism and Recreation Department as promotional items
pursuant to Section 1834 of Title 74 of the Oklahoma Statutes;

17. Sales of tangible personal property or services to fire
departments organized pursuant to Section 592 of Title 18 of the
Oklahoma Statutes which items are to be used for the purposes of the
fire department. Any person making purchases on behalf of any such
fire department shall certify, in writing, on the copy of the
invoice or sales ticket to be retained by the vendor that the
purchases are made for and on behalf of such fire department and set
out the name of such fire department. Any person who wrongfully or
erroneously certifies that the purchases are for any such fire
department or who otherwise violates the provisions of this section
shall be deemed guilty of a misdemeanor and upon conviction thereof,
shall be fined an amount equal to double the amount of sales tax
involved or incarcerated for not more than sixty (60) days, or both;

18. Complimentary or free tickets for admission to places of
amusement, sports, entertainment, exhibition, display or other
recreational events or activities which are issued through a box
office or other entity which is operated by a state institution of
higher education with institutional employees or by a municipality
with municipal employees;

19. The first Fifteen Thousand Dollars ($15,000.00) each year
from sales of tangible personal property by fire departments
organized pursuant to Titles 11, 18, or 19 of the Oklahoma Statutes
for the purposes of raising funds for the benefit of the fire
department. Fire departments selling tangible personal property for
the purposes of raising funds shall be limited to no more than six
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(6) days each year to raise such funds in order to receive the
exemption granted by this paragraph;

20. Sales of tangible personal property or services to any Boys
& Girls Clubs of America affiliate in this state which is not
affiliated with the Salvation Army and which is exempt from taxation
pursuant to the provisions of the Internal Revenue Code, 26 U.S.C.,
Section 501 (c) (3);

21. Sales of tangible personal property or services to any
organization, which takes court-adjudicated juveniles for purposes
of rehabilitation, and which is exempt from taxation pursuant to the
provisions of the Internal Revenue Code, 26 U.S.C., Section
501 (c) (3), provided that at least fifty percent (50%) of the
juveniles served by such organization are court adjudicated and the
organization receives state funds in an amount less than ten percent
(10%) of the annual budget of the organization;

22. Sales of tangible personal property or services to:

a. any federally qualified community health center as
defined in Section 254c of Title 42 of the United
States Code,

b. any migrant health center as defined in Section 254b
of Title 42 of the United States Code,

C. any clinic receiving disbursements of state monies
from the Indigent Health Care Revolving Fund pursuant
to the provisions of Section 66 of Title 56 of the
Oklahoma Statutes, and

d. any community based health center which meets all of
the following criteria:

(1) provides primary care services at no cost to the
recipient, and

(2) 1is exempt from taxation pursuant to the
provisions of Section 501 (c) (3) of the Internal
Revenue Code, 26 U.S.C., Section 501 (c) (3);

23. Dues or fees, including free or complimentary dues or fees
which have a value equivalent to the charge that could have
otherwise been made, to YMCAs, YWCAs or municipally-owned recreation
centers for the use of facilities and programs;

24. The first Fifteen Thousand Dollars ($15,000.00) each year
from sales of tangible personal property or services to or by a
cultural organization established to sponsor and promote
educational, charitable and cultural events for disadvantaged
children, and which organization is exempt from taxation pursuant to
the provisions of the Internal Revenue Code, 26 U.S.C., Section
501 (c) (3);

25. Sales of tangible personal property or services to museums
or other entities which have been accredited by the American
Association of Museums. Any person making purchases on behalf of
any such museum or other entity shall certify, in writing, on the
copy of the invoice or sales ticket to be retained by the vendor
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that the purchases are made for and on behalf of such museum or
other entity and set out the name of such museum or other entity.
Any person who wrongfully or erroneously certifies that the
purchases are for any such museum or other entity or who otherwise
violates the provisions of this paragraph shall be deemed guilty of
a misdemeanor and, upon conviction thereof, shall be fined an amount
equal to double the amount of sales tax involved or incarcerated for
not more than sixty (60) days, or by both such fine and
incarceration;

26. Sales of tickets for admission by any museum accredited by
the American Association of Museums. In order to be eligible for
the exemption provided by this paragraph, an amount equivalent to
the amount of the tax which would otherwise be required to be
collected pursuant to the provisions of Section 1350 et seqg. of this
title shall be separately stated on the admission ticket and shall
be collected and used for the sole purpose of servicing or aiding in
the servicing of debt incurred by the museum to effect the
construction, enlarging or renovation of any facility to be used for
entertainment, edification or cultural cultivation to which entry is
gained with a paid admission ticket;

27. Sales of tangible personal property or services occurring
on or after June 1, 1995, to children's homes which are supported or
sponsored by one or more churches, members of which serve as
trustees of the home;

28. Sales of tangible personal property or services to the
organization known as the Disabled American Veterans, Department of
Oklahoma, Inc., and subordinate chapters thereof;

29. Sales of tangible personal property or services to youth
camps which are supported or sponsored by one or more churches,
members of which serve as trustees of the organization;

30. Transfer of tangible personal property made pursuant to
Section 3226 of Title 63 of the Oklahoma Statutes by the University
Hospitals Trust;

31. Sales of tangible personal property or services to a
municipality, county or school district pursuant to a lease or
lease-purchase agreement executed between the vendor and a
municipality, county or school district. A copy of the lease or
lease-purchase agreement shall be retained by the vendor;

32. Sales of tangible personal property or services to any
spaceport user, as defined in the Oklahoma Space Industry
Development Act;

33. The sale, use, storage, consumption, or distribution in
this state, whether by the importer, exporter, or another person, of
any satellite or any associated launch vehicle, including components
of, and parts and motors for, any such satellite or launch wvehicle,
imported or caused to be imported into this state for the purpose of
export by means of launching into space. This exemption provided by
this paragraph shall not be affected by:

a. the destruction in whole or in part of the satellite
or launch vehicle,
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b. the failure of a launch to occur or be successful, or

c. the absence of any transfer or title to, or possession
of, the satellite or launch vehicle after launch;

34. The sale, lease, use, storage, consumption, or distribution
in this state of any space facility, space propulsion system or
space vehicle, satellite, or station of any kind possessing space
flight capacity, including components thereof;

35. The sale, lease, use, storage, consumption, or distribution
in this state of tangible personal property, placed on or used
aboard any space facility, space propulsion system or space vehicle,
satellite, or station possessing space flight capacity, which is
launched into space, irrespective of whether such tangible property
is returned to this state for subsequent use, storage, or
consumption in any manner;

36. The sale, lease, use, storage, consumption, or distribution
in this state of tangible personal property meeting the definition
of "section 38 property" as defined in Sections 48(a) (1) (A) and
(B) (1) of the Internal Revenue Code of 1986, that is an integral
part of and used primarily in support of space flight; however,
section 38 property used in support of space flight shall not
include general office equipment, any boat, mobile home, motor
vehicle, or other vehicle of a class or type required to be
registered, licensed, titled, or documented in this state or by the
United States government, or any other property not specifically
suited to supporting space activity. The term "in support of space
flight", for purposes of this paragraph, means the altering,
monitoring, controlling, regulating, adjusting, servicing, or
repairing of any space facility, space propulsion systems or space
vehicle, satellite, or station possessing space flight capacity,
including the components thereof;

37. The purchase or lease of machinery and equipment for use at
a fixed location in this state, which is used exclusively in the
manufacturing, processing, compounding, or producing of any space
facility, space propulsion system or space vehicle, satellite, or
station of any kind possessing space flight capacity. Provided, the
exemption provided for in this paragraph shall not be allowed unless
the purchaser or lessee signs an affidavit stating that the item or
items to be exempted are for the exclusive use designated herein.
Any person furnishing a false affidavit to the vendor for the
purpose of evading payment of any tax imposed by Section 1354 of
this title shall be subject to the penalties provided by law. As
used in this paragraph, "machinery and equipment”" means "section 38
property" as defined in Sections 48 (a) (1) (A) and (B) (i) of the
Internal Revenue Code of 1986, which is used as an integral part of
the manufacturing, processing, compounding, or producing of items of
tangible personal property. Such term includes parts and
accessories only to the extent that the exemption thereof is
consistent with the provisions of this paragraph;

38. The amount of a surcharge or any other amount which is
separately stated on an admission ticket which is imposed, collected
and used for the sole purpose of constructing, remodeling or
enlarging facilities of a public trust having a municipality or
county as its sole beneficiary;
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39. Sales of tangible personal property or services which are
directly used in or for the benefit of a state park in this state,
which are made to an organization which is exempt from taxation
pursuant to the provisions of the Internal Revenue Code, 26 U.S.C.,
Section 501 (c) (3) and which is organized primarily for the purpose
of supporting one or more state parks located in this state;

40. The sale, lease or use of parking privileges by an
institution of The Oklahoma State System of Higher Education;

41. Sales of tangible personal property or services for use on
campus or school construction projects for the benefit of
institutions of The Oklahoma State System of Higher Education,
private institutions of higher education accredited by the Oklahoma
State Regents for Higher Education or any public school or school
district when such projects are financed by or through the use of
nonprofit entities which are exempt from taxation pursuant to the
provisions of the Internal Revenue Code, 26 U.S.C., Section
501 (c) (3);

42. Sales of tangible personal property or services by an
organization which is exempt from taxation pursuant to the
provisions of the Internal Revenue Code, 26 U.S.C., Section
501 (c) (3), in the course of conducting a national championship
sports event, but only if all or a portion of the payment in
exchange therefor would qualify as the receipt of a qualified
sponsorship payment described in Internal Revenue Code, 26 U.S.C.,
Section 513(i). Sales exempted pursuant to this paragraph shall be
exempt from all Oklahoma sales, use, excise and gross receipts
taxes;

43. Sales of tangible personal property or services to or by an
organization which:

a. is exempt from taxation pursuant to the provisions of
the Internal Revenue Code, 26 U.S.C., Section
501 (c) (3),

b. is affiliated with a comprehensive university within

The Oklahoma State System of Higher Education, and

c. has been organized primarily for the purpose of
providing education and teacher training and
conducting events relating to robotics;

44, The first Fifteen Thousand Dollars ($15,000.00) each year
from sales of tangible personal property by youth athletic teams
which are part of an athletic organization exempt from taxation
pursuant to the provisions of the Internal Revenue Code, 26 U.S.C.,
Section 501 (c) (4), for the purposes of raising funds for the benefit
of the team;

45. Sales of tickets for admission to a collegiate athletic
event that is held in a facility owned or operated by a municipality
or a public trust of which the municipality is the sole beneficiary
and that actually determines or is part of a tournament or
tournament process for determining a conference tournament
championship, a conference championship, or a national championship;
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46. Sales of tangible personal property or services to or by an
organization which is exempt from taxation pursuant to the
provisions of the Internal Revenue Code, 26 U.S.C., Section
501 (c) (3) and is operating the Oklahoma City National Memorial and
Museum, an affiliate of the National Park System;

47. Sales of tangible personal property or services to
organizations which are exempt from federal taxation pursuant to the
provisions of Section 501 (c) (3) of the Internal Revenue Code, 26
U.S.C., Section 501 (c) (3), the memberships of which are limited to
honorably discharged veterans, and which furnish financial support
to area veterans’ organizations to be used for the purpose of
constructing a memorial or museum;

48. Sales of tangible personal property or services on or after
January 1, 2003, to an organization which is exempt from taxation
pursuant to the provisions of the Internal Revenue Code, 26 U.S.C.,
Section 501 (c) (3) that is expending monies received from a private
foundation grant in conjunction with expenditures of local sales tax
revenue to construct a local public library;

49. Sales of tangible personal property or services to a state
that borders this state or any political subdivision of that state,
but only to the extent that the other state or political subdivision
exempts or does not impose a tax on similar sales of items to this
state or a political subdivision of this state; arnd

50. Effective July 1, 2005, sales of tangible personal property
or services to the Career Technology Student Organizations under the
direction and supervision of the Oklahoma Department of Career and
Technology Education; and

51. The first Two Thousand Dollars ($2,000.00) each year of
sales of tangible personal property or services to, by, or for the
benefit of a qualified neighborhood watch organization that is
endorsed or supported by or working directly with a law enforcement
agency with jurisdiction in the area in which the neighborhood watch
organization is located. As used in this paragraph, "qualified
neighborhood watch organization" means an organization that is a
not-for-profit corporation under the laws of the State of Oklahoma
that was created to help prevent criminal activity in an area
through community involvement and interaction with local law
enforcement and which is one of the first two thousand organizations
which makes application to the Oklahoma Tax Commission for the
exemption after the effective date of this act.

SECTION 9. AMENDATORY 68 0.S. 2001, Section 1357, as
last amended by Section 8, Chapter 535, 0.S.L. 2004 (68 O0.S. Supp.
2004, Section 1357), is amended to read as follows:

Section 1357. Exemptions - General.

There are hereby specifically exempted from the tax levied by
Section 1350 et seqg. of this title:

1. Transportation of school pupils to and from elementary
schools or high schools in motor or other vehicles;

ENR. H. B. NO. 1547 Page 24



2. Transportation of persons where the fare of each person does
not exceed One Dollar ($1.00), or local transportation of persons
within the corporate limits of a municipality except by taxicabs;

3. Sales for resale to persons engaged in the business of
reselling the articles purchased, whether within or without the
state, provided that such sales to residents of this state are made
to persons to whom sales tax permits have been issued as provided in
Section 1350 et seq. of this title. This exemption shall not apply
to the sales of articles made to persons holding permits when such
persons purchase items for their use and which they are not
regularly engaged in the business of reselling; neither shall this
exemption apply to sales of tangible personal property to peddlers,
solicitors and other salespersons who do not have an established
place of business and a sales tax permit. The exemption provided by
this paragraph shall apply to sales of motor fuel or diesel fuel to
a Group Five wvendor, but the use of such motor fuel or diesel fuel
by the Group Five vendor shall not be exempt from the tax levied by
Section 1350 et seqg. of this title. The purchase of motor fuel or
diesel fuel is exempt from sales tax when the motor fuel is for
shipment outside this state and consumed by a common carrier by rail
in the conduct of its business. The sales tax shall apply to the
purchase of motor fuel or diesel fuel in Oklahoma by a common
carrier by rail when such motor fuel is purchased for fueling,
within this state, of any locomotive or other motorized flanged
wheel equipment;

4. Sales of advertising space in newspapers and, periodicals,
programs relating to sporting and entertainment events, and
bittboardadvertising——serviee on billboards (including signage,
posters, panels, marquees, or on other similar surfaces, whether
indoors or outdoors), and any advertising via the Internet,
electronic display devices, or through the electronic media,
including radio, public address or broadcast systems, television
(whether through closed circuit broadcasting systems or otherwise),
and cable and satellite television, and the servicing of any
advertising devices;

5. Eggs, feed, supplies, machinery and equipment purchased by
persons regularly engaged in the business of raising worms, fish,
any insect or any other form of terrestrial or aquatic animal life
and used for the purpose of raising same for marketing. This
exemption shall only be granted and extended to the purchaser when
the items are to be used and in fact are used in the raising of
animal life as set out above. Each purchaser shall certify, in
writing, on the invoice or sales ticket retained by the vendor that
the purchaser is regularly engaged in the business of raising such
animal life and that the items purchased will be used only in such
business. The vendor shall certify to the Oklahoma Tax Commission
that the price of the items has been reduced to grant the full
benefit of the exemption. Violation hereof by the purchaser or
vendor shall be a misdemeanor;

6. Sale of natural or artificial gas and electricity, and
associated delivery or transmission services, when sold exclusively
for residential use. Provided, this exemption shall not apply to
any sales tax levied by a city or town, or a county, or any other
jurisdiction in this state;
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7. In addition to the exemptions authorized by Section 1357.6
of this title, sales of drugs sold pursuant to a prescription
written for the treatment of human beings by a person licensed to
prescribe the drugs, and sales of insulin and medical oxygen.
Provided, this exemption shall not apply to over-the-counter drugs;

8. Transfers of title or possession of empty, partially filled,
or filled returnable o0il and chemical drums to any person who is not
regularly engaged in the business of selling, reselling or otherwise
transferring empty, partially filled, or filled returnable oil
drums;

9. Sales of one-way utensils, paper napkins, paper cups,
disposable hot containers and other one-way carry out materials to a
vendor of meals or beverages;

10. Sales of food or food products for home consumption which
are purchased in whole or in part with coupons issued pursuant to
the federal food stamp program as authorized by Sections 2011
through 2029 of Title 7 of the United States Code, as to that
portion purchased with such coupons. The exemption provided for
such sales shall be inapplicable to such sales upon the effective
date of any federal law that removes the requirement of the
exemption as a condition for participation by the state in the
federal food stamp program;

11. Sales of food or food products, or any equipment or
supplies used in the preparation of the food or food products to or
by an organization which:

a. is exempt from taxation pursuant to the provisions of
Section 501 (c) (3) of the Internal Revenue Code, 26
U.S.C., Section 501 (c) (3), and which provides and
delivers prepared meals for home consumption to
elderly or homebound persons as part of a program
commonly known as “Meals on Wheels” or “Mobile Meals”,
or

b. is exempt from taxation pursuant to the provisions of
Section 501 (c) (3) of the Internal Revenue Code, 26
U.S.C., Section 501 (c) (3), and which receives federal
funding pursuant to the Older Americans Act of 1965,
as amended, for the purpose of providing nutrition
programs for the care and benefit of elderly persons;

12. Sales of tangible personal property or services to or by
organizations which are exempt from taxation pursuant to the
provisions of Section 501 (c) (3) of the Internal Revenue Code, 26
U.S.C., Section 501 (c) (3), and which are primarily involved in the
collection and distribution of food and other household products to
other organizations which are exempt from taxation pursuant to the
provisions of Section 501 (c) (3) of the Internal Revenue Code, 26
U.S.C., Section 501 (c) (3), which facilitate the distribution of such
products to the needy, except sales made in the course of business
for profit or savings, competing with other persons engaged in the
same or similar business;

13. Sales of tangible personal property or services to

children’s homes which are located on church-owned property and are
operated by organizations exempt from taxation pursuant to the

ENR. H. B. NO. 1547 Page 26



provisions of the Internal Revenue Code, 26 U.S.C., Section
501 (c) (3);

14. Sales of computers, data processing equipment, related
peripherals and telephone, telegraph or telecommunications service
and equipment for use in a qualified aircraft maintenance or
manufacturing facility. For purposes of this paragraph, “qualified
aircraft maintenance or manufacturing facility” means a new or
expanding facility primarily engaged in aircraft repair, building or
rebuilding whether or not on a factory basis, whose total cost of
construction exceeds the sum of Five Million Dollars ($5,000,000.00)
and which employs at least two hundred fifty (250) new full-time-
equivalent employees, as certified by the Oklahoma Employment
Security Commission, upon completion of the facility. In order to
qualify for the exemption provided for by this paragraph, the cost
of the items purchased by the qualified aircraft maintenance or
manufacturing facility shall equal or exceed the sum of Two Million
Dollars ($2,000,000.00);

15. Sales of tangible personal property consumed or
incorporated in the construction or expansion of a qualified
aircraft maintenance or manufacturing facility as defined in
paragraph 14 of this section. For purposes of this paragraph, sales
made to a contractor or subcontractor that has previously entered
into a contractual relationship with a qualified aircraft
maintenance or manufacturing facility for construction or expansion
of such a facility shall be considered sales made to a qualified
aircraft maintenance or manufacturing facility;

16. Sales of any interstate telecommunications services which:

a. entitle the subscriber to inward or outward calling
respectively between a station associated with an
access line in the local telephone system area or a
station directly connected to any interexchange
carrier’s facilities and telephone or radiotelephone
stations in diverse geographical locations specified
by the subscriber, or

b. entitle the subscriber to private communications
services which allow exclusive or priority use of a
communications channel or group of channels between
exchanges;

17. Sales of railroad track spikes manufactured and sold for
use in this state in the construction or repair of railroad tracks,
switches, sidings and turnouts;

18. Sales of aircraft and aircraft parts provided such sales
occur at a qualified aircraft maintenance facility. As used in this
paragraph, “qualified aircraft maintenance facility” means a
facility operated by an air common carrier at which there were
employed at least two thousand (2,000) full-time-equivalent
employees in the preceding year as certified by the Oklahoma
Employment Security Commission and which is primarily related to the
fabrication, repair, alteration, modification, refurbishing,
maintenance, building or rebuilding of commercial aircraft or
aircraft parts used in air common carriage. For purposes of this
paragraph, “air common carrier” shall also include members of an
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affiliated group as defined by Section 1504 of the Internal Revenue
Code, 26 U.S.C., Section 1504;

19. Sales of machinery and equipment purchased and used by
persons and establishments primarily engaged in computer services
and data processing:

a. as defined under Industrial Group Numbers 7372 and
7373 of the Standard Industrial Classification (SIC)
Manual, latest version, which derive at least fifty
percent (50%) of their annual gross revenues from the
sale of a product or service to an out-of-state buyer
or consumer, and

b. as defined under Industrial Group Number 7374 of the
SIC Manual, latest version, which derive at least
eighty percent (80%) of their annual gross revenues
from the sale of a product or service to an out-of-
state buyer or consumer.

Eligibility for the exemption set out in this paragraph shall be
established, subject to review by the Tax Commission, by annually
filing an affidavit with the Tax Commission stating that the
facility so qualifies and such information as required by the Tax
Commission. For purposes of determining whether annual gross
revenues are derived from sales to out-of-state buyers or consumers,
all sales to the federal government shall be considered to be to an
out-of-state buyer or consumer;

20. Sales of prosthetic devices to an individual for use by
such individual. For purposes of this paragraph, “prosthetic
device” shall have the same meaning as provided in Section 1357.6 of
this title, but shall not include corrective eye glasses, contact
lenses or hearing aids;

21. Sales of tangible personal property or services to a motion
picture or television production company to be used or consumed in
connection with an eligible production. For purposes of this
paragraph, “eligible production” means a documentary, special, music
video, or a television commercial or television program that will
serve as a pilot for or be a segment of an ongoing dramatic or
situation comedy series filmed or taped for network or national or
regional syndication or a feature-length motion picture intended for
theatrical release or for network or national or regional
syndication or broadcast. The provisions of this paragraph shall
apply to sales occurring on or after July 1, 1996. 1In order to
qualify for the exemption, the motion picture or television
production company shall file any documentation and information
required to be submitted pursuant to rules promulgated by the Tax
Commission;

22. Sales of diesel fuel sold for consumption by commercial
vessels, barges and other commercial watercraft;

23. Sales of tangible personal property or services to tax-
exempt independent nonprofit biomedical research foundations that
provide educational programs for Oklahoma science students and
teachers and to tax-exempt independent nonprofit community blood
banks headquartered in this state;
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24. Effective May 6, 1992, sales of wireless telecommunications
equipment to a vendor who subsequently transfers the equipment at no
charge or for a discounted charge to a consumer as part of a
promotional package or as an inducement to commence or continue a
contract for wireless telecommunications services;

25. Effective January 1, 1991, leases of rail transportation
cars to haul coal to coal-fired plants located in this state which
generate electric power;

26. Beginning July 1, 2002, sales of aircraft engine repairs,
modification, and replacement parts, sales of aircraft frame repairs
and modification, aircraft interior modification, and paint, and
sales of services employed in the repair, modification and
replacement of parts of aircraft engines, aircraft frame and
interior repair and modification, and paint. The exemption provided
by this paragraph shall be limited to aircraft repairs,
modification, and replacement parts for aircraft weighing more than
nine thousand (9,000) pounds gross take-off weight and less than
three hundred thousand (300,000) pounds gross take-off weight and
which aircraft are brought into this state exclusively for such
repairs or modification. The exemption provided by this paragraph
shall be limited to repairs or modifications made by an aircraft
repair facility. As used in this paragraph, the term “aircraft”
shall have the same meaning as such term is defined in Section 6001
of this title. The term “aircraft repair facility” shall mean any
facility which either is an aircraft manufacturer’s authorized
service facility or a facility which repairs, modifies or replaces
aircraft parts in which more than Three Million Dollars
($3,000,000.00) was invested to establish the new facility or expand
an existing facility and which construction was commenced or was in
progress on or after July 1, 1999; provided, amounts expended for
research and development as defined in Sections 41 and 174 of the
Internal Revenue Code with respect to modification of aircraft shall
be included as amounts invested to establish a new facility or
expand an existing facility for purposes of the investment threshold
specified herein;

27. Sales of materials and supplies to the owner or operator of
a ship, motor vessel or barge that is used in interstate or
international commerce if the materials and supplies:

a. are loaded on the ship, motor vessel or barge and used
in the maintenance and operation of the ship, motor
vessel or barge, or

b. enter into and become component parts of the ship,
motor vessel or barge;

28. Sales of tangible personal property made at estate sales at
which such property is offered for sale on the premises of the
former residence of the decedent by a person who is not required to
be licensed pursuant to the Transient Merchant Licensing Act,
Section 1601 et seqg. of Title 19 of the Oklahoma Statutes, or who is
not otherwise required to obtain a sales tax permit for the sale of
such property pursuant to the provisions of Section 1364 of this
title; provided:

a. such sale or event may not be held for a period
exceeding three (3) consecutive days,
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b. the sale must be conducted within six (6) months of
the date of death of the decedent, and

c. the exemption allowed by this paragraph shall not be
allowed for property that was not part of the
decedent’s estate;

29. Beginning January 1, 2004, sales of electricity and
associated delivery and transmission services, when sold exclusively
for use by an o0il and gas operator for reservoir dewatering projects
and associated operations commencing on or after July 1, 2003, in
which the initial water-to-oil ratio is greater than or equal to
five-to-one water-to-o0il, and such oil and gas development projects
have been classified by the Corporation Commission as a reservoir
dewatering unit;

30. Sales of prewritten computer software that is delivered
electronically. For purposes of this paragraph, “delivered
electronically” means delivered to the purchaser by means other than
tangible storage media; and

31. Sales of modular dwelling units when built at a production
facility and moved in whole or in parts, to be assembled on-site,
and permanently affixed to the real property and used for

residential or commercial purposes. The exemption provided by this
paragraph shall equal forty-five percent (45%) of the total sales
price of the modular dwelling unit. For purposes of this paragraph,

“modular dwelling unit” means a structure that is not subject to the
motor vehicle excise tax imposed pursuant to Section 2103 of this
title; and

32. Sales of tangible personal property or services to persons
who have been honorably discharged from active service in any branch
of the Armed Forces of the United States or Oklahoma National Guard
and who have been certified by the United States Department of
Veterans Affairs or its successor to be in receipt of disability
compensation at the one-hundred-percent rate and the disability
shall be permanent and have been sustained through military action
or accident or resulting from disease contracted while in such
active service. Sales qualifying for the exemption authorized by
this paragraph shall not exceed Twenty-five Thousand Dollars
($25,000.00) per year per individual. Upon request of the Oklahoma
Tax Commission, a person asserting or claiming the exemption
authorized by this paragraph shall provide a statement, executed
under oath, that the total sales amounts for which the exemption is
applicable have not exceeded Twenty-five Thousand Dollars
($25,000.00) per year. If the amount of such exempt sales exceeds
such amount, the sales tax in excess of the authorized amount shall
be treated as a direct sales tax liability and may be recovered by
the Oklahoma Tax Commission in the same manner provided by law for
other taxes, including penalty and interest.

SECTION 10. AMENDATORY 68 0.S. 2001, Section 2355, as
amended by Section 13, Chapter 322, 0.S.L. 2004 (68 0.S. Supp. 2004,
Section 2355), is amended to read as follows:

Section 2355. A. Individuals. For all taxable years beginning

after December 31, 1998, a tax is hereby imposed upon the Oklahoma
taxable income of every resident or nonresident individual, which
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tax shall be computed at the option of the taxpayer under one of the
two following methods:

1. METHOD 1.

a. Single individuals and married individuals filing
separately not deducting federal income tax:

(1) 1/2% tax on first $1,000.00 or part thereof,

(2) 1

o°

tax on next $1,500.00 or part thereof,

w
N
o°

tax on next $1,250.00 or part thereof,

i
w
o°

tax on next $1,150.00 or part thereof,

@]
D
o

tax on next $1,300.00 or part thereof,

()
ol
o

tax on next $1,500.00 or part thereof,

~J
-
o
o°

tax on next $2,300.00 or part thereof, and

(8) (a) for taxable years beginning after December
31, 1998, and before January 1, 2002, 6.75%
tax on the remainder,

(b) for taxable years beginning on or after
January 1, 2002, and before January 1, 2004,
7% tax on the remainder, and

(c) for taxable years beginning on or after
January 1, 2004, and before January 1, 2006,

6.65% tax on the remainder, and

(d) for taxable years beginning on or after
January 1, 2006, 6.25% on the remainder.

b. Married individuals filing jointly and surviving
spouse to the extent and in the manner that a
surviving spouse 1s permitted to file a joint return
under the provisions of the Internal Revenue Code and
heads of households as defined in the Internal Revenue
Code not deducting federal income tax:

(1) 1/2% tax on first $2,000.00 or part thereof,

(2) 1

o

tax on next $3,000.00 or part thereof,

w
N
o\°

tax on next $2,500.00 or part thereof,

InN
w
o\°

tax on next $2,300.00 or part thereof,

ul
fInN
o°

tax on next $2,400.00 or part thereof,

[0))
ul
o°

tax on next $2,800.00 or part thereof,

~J
-
[0)}
o\°

tax on next $6,000.00 or part thereof, and
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(8) (a) for taxable years beginning after December
31, 1998, and before January 1, 2002, 6.75%
tax on the remainder,

(b) for taxable years beginning on or after
January 1, 2002, and before January 1, 2004,
7% tax on the remainder, and

(c) for taxable years beginning on or after
January 1, 2004, and before January 1, 2006,

6.65% tax on the remainder, and

(d) for taxable years beginning on or after
January 1, 2006, 6.25% on the remainder.

2. METHOD 2.

a. Single individuals and married individuals filing
separately deducting federal income tax:

(1) 1/2% tax on first $1,000.00 or part thereof,

o°

(2) 1% tax on next $1,500.00 or part thereof,

w
N
o

tax on next $1,250.00 or part thereof,

D
w
o

tax on next $1,150.00 or part thereof,

(@]
1A
o°

tax on next $1,200.00 or part thereof,

o
(@]
o°

tax on next $1,400.00 or part thereof,

~J
-
o
o

tax on next $1,500.00 or part thereof,

(0]
-
~J
o°

tax on next $1,500.00 or part thereof,

O
—
(00]
o°

tax on next $2,000.00 or part thereof,

(10)

O
o

tax on next $3,500.00 or part thereof, and
(11) 10% tax on the remainder.

b. Married individuals filing jointly and surviving
spouse to the extent and in the manner that a
surviving spouse 1s permitted to file a joint return
under the provisions of the Internal Revenue Code and
heads of households as defined in the Internal Revenue
Code deducting federal income tax:

(1) 1/2% tax on the first $2,000.00 or part thereof,

(2) % tax on the next $3,000.00 or part thereof,

w
N
o\°

tax on the next $2,500.00 or part thereof,

InN
w
o\°

tax on the next $1,400.00 or part thereof,

ul
fInN
o°

tax on the next $1,500.00 or part thereof,

()
(@]
o°

tax on the next $1,600.00 or part thereof,
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~J
()
o°

tax on the next $1,250.00 or part thereof,

(00]
N
~J
o°

tax on the next $1,750.00 or part thereof,

O
N
(00]
o°

tax on the next $3,000.00 or part thereof,

(10)

O
o°

tax on the next $6,000.00 or part thereof, and
(11) 10% tax on the remainder.

B. Nonresident aliens. 1In lieu of the rates set forth in
subsection A above, there shall be imposed on nonresident aliens, as
defined in the Internal Revenue Code, a tax of eight percent (8%)
instead of thirty percent (30%) as used in the Internal Revenue
Code, with respect to the Oklahoma taxable income of such
nonresident aliens as determined under the provision of the Oklahoma

Income Tax Act.

Every payer of amounts covered by this subsection shall deduct
and withhold from such amounts paid each payee an amount equal to
eight percent (8%) thereof. Every payer required to deduct and
withhold taxes under this subsection shall for each quarterly period
on or before the last day of the month following the close of each
such quarterly period, pay over the amount so withheld as taxes to
the Tax Commission, and shall file a return with each such payment.
Such return shall be in such form as the Tax Commission shall
prescribe. Every payer required under this subsection to deduct and
withhold a tax from a payee shall, as to the total amounts paid to
each payee during the calendar year, furnish to such payee, on or
before January 31, of the succeeding year, a written statement
showing the name of the payer, the name of the payee and the payee's
social security account number, if any, the total amount paid
subject to taxation, and the total amount deducted and withheld as
tax and such other information as the Tax Commission may require.
Any payer who fails to withhold or pay to the Tax Commission any
sums herein required to be withheld or paid shall be personally and
individually liable therefore to the State of Oklahoma.

C. Corporations. For all taxable years beginning after
December 31, 1989, a tax is hereby imposed upon the Oklahoma taxable
income of every corporation doing business within this state or
deriving income from sources within this state in an amount equal to

[

six percent (6%) thereof.

There shall be no additional Oklahoma income tax imposed on
accumulated taxable income or on undistributed personal holding
company income as those terms are defined in the Internal Revenue
Code.

D. Certain foreign corporations. In lieu of the tax imposed in
the first paragraph of subsection C of this section, for all taxable
years beginning after December 31, 1989, there shall be imposed on
foreign corporations, as defined in the Internal Revenue Code, a tax
of six percent (6%) instead of thirty percent (30%) as used in the
Internal Revenue Code, where such income is received from sources
within Oklahoma, in accordance with the provisions of the Internal
Revenue Code and the Oklahoma Income Tax Act.
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Every payer of amounts covered by this subsection shall deduct
and withhold from such amounts paid each payee an amount equal to
six percent (6%) thereof. Every payer required to deduct and
withhold taxes under this subsection shall for each quarterly period
on or before the last day of the month following the close of each
such quarterly period, pay over the amount so withheld as taxes to
the Tax Commission, and shall file a return with each such payment.
Such return shall be in such form as the Tax Commission shall
prescribe. Every payer required under this subsection to deduct and
withhold a tax from a payee shall, as to the total amounts paid to
each payee during the calendar year, furnish to such payee, on or
before January 31, of the succeeding year, a written statement
showing the name of the payer, the name of the payee and the payee's
social security account number, if any, the total amounts paid
subject to taxation, the total amount deducted and withheld as tax
and such other information as the Tax Commission may require. Any
payer who fails to withhold or pay to the Tax Commission any sums
herein required to be withheld or paid shall be personally and
individually liable therefore to the State of Oklahoma.

E. Fiduciaries. A tax is hereby imposed upon the Oklahoma
taxable income of every trust and estate at the same rates as are
provided in subsection A of this section for single individuals.
Fiduciaries are not allowed a deduction for any federal income tax
paid.

F. Tax rate tables. For all taxable years beginning after
December 31, 1991, in lieu of the tax imposed by subsection A of
this section, there is hereby imposed for each taxable year on the
taxable income of every individual, whose taxable income for such
taxable year does not exceed the ceiling amount, a tax determined
under tables, applicable to such taxable year which shall be
prescribed by the Tax Commission and which shall be in such form as
it determines appropriate. In the table so prescribed, the amounts
of the tax shall be computed on the basis of the rates prescribed by
subsection A of this section. For purposes of this subsection, the
term "ceiling amount" means, with respect to any taxpayer, the
amount determined by the Tax Commission for the tax rate category in
which such taxpayer falls.

SECTION 11. NEW LAW A new section of law to be codified
in the Oklahoma Statutes as Section 2357.101 of Title 68, unless
there is created a duplication in numbering, reads as follows:

A. For taxable years beginning after December 31, 2005, there
shall be allowed a credit against the tax imposed by Section 2355 of
Title 68 of the Oklahoma Statutes for the cost of the purchase of a
dry fire hydrant or the cost to provide an acceptable means of water
storage for such dry fire hydrant including a pond, tank, or other
storage facility with the primary purpose of fire protection within
the State of Oklahoma. The credit shall be equal to fifty percent
(50%) of the purchase price of the dry fire hydrant or the actual
expenditure for any new water storage construction, equipment,
development and installation of the dry hydrant, including pipes,
valves, hydrants, and labor for each installation of a dry hydrant
or new water storage facility but in no event shall the amount of
the credit exceed Five Thousand Dollars ($5,000.00) for each
taxpayer.
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B. In order to qualify for the tax credit provided for in
subsection A of this section, the dry fire hydrant or new water
storage facility must meet the following minimum requirements:

1. Each body of water or water storage structure must be able
to provide two hundred fifty (250) gallons per minute for a
continuous two-hour period during a fifty-year drought or freeze at
a vertical 1lift of eighteen (18) feet;

2. EBach dry fire hydrant must be located within twenty-five
(25) feet of an all-weather roadway and must be accessible to fire
protection equipment; and

3. Dry fire hydrants shall be located a reasonable distance
from other dry or pressurized hydrants.

C. In no event shall the amount of the credit exceed the amount
of any tax liability of the taxpayer.

D. Any credits allowed but not used in any tax year may be
carried over, in order, to each of the four (4) years following the
year of qualification.

E. The Oklahoma Tax Commission and the State Fire Marshal
Commission shall promulgate rules to establish the requirements for
the construction of a dry fire hydrant or new water storage facility
and permit verification of eligibility of a dry fire hydrant or new
water storage facility for the credit provided for in subsection A
of this section.

F. As used in this section, “dry fire hydrant” means
nonpressurized pipes permanently installed in lakes, farm ponds, and
streams that provide a ready means of drawing water.

SECTION 12. AMENDATORY 68 0.S. 2001, Section 2358, as
last amended by Section 14, Chapter 322, 0.S.L. 2004 (68 0.S. Supp.
2004, Section 2358), 1is amended to read as follows:

Section 2358. For all tax years beginning after December 31,
1981, taxable income and adjusted gross income shall be adjusted to
arrive at Oklahoma taxable income and Oklahoma adjusted gross income
as required by this section.

A. The taxable income of any taxpayer shall be adjusted to
arrive at Oklahoma taxable income for corporations and Oklahoma
adjusted gross income for individuals, as follows:

1. There shall be added interest income on obligations of any
state or political subdivision thereto which is not otherwise
exempted pursuant to other laws of this state, to the extent that
such interest is not included in taxable income and adjusted gross
income.

2. There shall be deducted amounts included in such income that
the state is prohibited from taxing because of the provisions of the
Federal Constitution, the State Constitution, federal laws or laws
of Oklahoma.

3. The amount of any federal net operating loss deduction shall
be adjusted as follows:
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a. For carryovers and carrybacks to taxable years
beginning before January 1, 1981, the amount of any
net operating loss deduction allowed to a taxpayer for
federal income tax purposes shall be reduced to an
amount which is the same portion thereof as the loss
from sources within this state, as determined pursuant
to this section and Section 2362 of this title, for
the taxable year in which such loss is sustained is of
the total loss for such year;

b. For carryovers and carrybacks to taxable years
beginning after December 31, 1980, the amount of any
net operating loss deduction allowed for the taxable
year shall be an amount equal to the aggregate of the
Oklahoma net operating loss carryovers and carrybacks
to such year. Oklahoma net operating losses shall be
separately determined by reference to Section 172 of
the Internal Revenue Code, 26 U.S.C., Section 172, as
modified by the Oklahoma Income Tax Act, Section 2351
et seqg. of this title, and shall be allowed without
regard to the existence of a federal net operating
loss. For tax years beginning after December 31,
2000, the years to which such losses may be carried
shall be determined solely by reference to Section 172
of the Internal Revenue Code, 26 U.S.C., Section 172,
with the exception that the terms "net operating loss"
and "taxable income" shall be replaced with "Oklahoma
net operating loss" and "Oklahoma taxable income".

4., Items of the following nature shall be allocated as
indicated. Allowable deductions attributable to items separately
allocable in subparagraphs a, b and ¢ of this paragraph, whether or
not such items of income were actually received, shall be allocated
on the same basis as those items:

a. Income from real and tangible personal property, such
as rents, oil and mining production or royalties, and
gains or losses from sales of such property, shall be
allocated in accordance with the situs of such
property;

b. Income from intangible personal property, such as
interest, dividends, patent or copyright royalties,
and gains or losses from sales of such property, shall
be allocated in accordance with the domiciliary situs
of the taxpayer, except that:

(1) where such property has acquired a nonunitary
business or commercial situs apart from the
domicile of the taxpayer such income shall be
allocated in accordance with such business or
commercial situs; interest income from
investments held to generate working capital for
a unitary business enterprise shall be included
in apportionable income; a resident trust or
resident estate shall be treated as having a
separate commercial or business situs insofar as
undistributed income is concerned, but shall not
be treated as having a separate commercial or
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business situs insofar as distributed income 1is
concerned,

(2) for taxable years beginning after December 31,
2003, capital or ordinary gains or losses from
the sale of an ownership interest in a publicly
traded partnership, as defined by Section 7704 (b)
of the Internal Revenue Code of 1986, as amended,
shall be allocated to this state in the ratio of
the original cost of such partnership’s tangible
property in this state to the original cost of
such partnership’s tangible property everywhere,
as determined at the time of the sale; if more
than fifty percent (50%) of the value of the
partnership’s assets consists of intangible
assets, capital or ordinary gains or losses from
the sale of an ownership interest in the
partnership shall be allocated to this state in
accordance with the sales factor of the
partnership for its first full tax period
immediately preceding its tax period during which
the ownership interest in the partnership was
sold; the provisions of this division shall only
apply if the capital or ordinary gains or losses
from the sale of an ownership interest in a
partnership do not constitute qualifying gain
receiving capital treatment as defined in
subparagraph a of paragraph 2 of subsection F of
this section,

(3) income from such property which is required to be
allocated pursuant to the provisions of paragraph
5 of this subsection shall be allocated as herein
provided;

c. Net income or loss from a business activity which is
not a part of business carried on within or without
the state of a unitary character shall be separately
allocated to the state in which such activity is
conducted;

d. In the case of a manufacturing or processing
enterprise the business of which in Oklahoma consists
solely of marketing its products by:

(1) sales having a situs without this state, shipped
directly to a point from without the state to a
purchaser within the state, commonly known as
interstate sales,

(2) sales of the product stored in public warehouses
within the state pursuant to "in transit"
tariffs, as prescribed and allowed by the
Interstate Commerce Commission, to a purchaser
within the state,

(3) sales of the product stored in public warehouses
within the state where the shipment to such
warehouses is not covered by "in transit"
tariffs, as prescribed and allowed by the
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Interstate Commerce Commission, to a purchaser
within or without the state,

the Oklahoma net income shall, at the option of the
taxpayer, be that portion of the total net income of
the taxpayer for federal income tax purposes derived
from the manufacture and/or processing and sales
everywhere as determined by the ratio of the sales
defined in this section made to the purchaser within
the state to the total sales everywhere. The term
"public warehouse" as used in this subparagraph means
a licensed public warehouse, the principal business of
which is warehousing merchandise for the public;

e. In the case of insurance companies, Oklahoma taxable
income shall be taxable income of the taxpayer for
federal tax purposes, as adjusted for the adjustments
provided pursuant to the provisions of paragraphs 1
and 2 of this subsection, apportioned as follows:

(1) except as otherwise provided by division (2) of
this subparagraph, taxable income of an insurance
company for a taxable year shall be apportioned
to this state by multiplying such income by a
fraction, the numerator of which is the direct
premiums written for insurance on property or
risks in this state, and the denominator of which
is the direct premiums written for insurance on
property or risks everywhere. For purposes of
this subsection, the term "direct premiums
written" means the total amount of direct
premiums written, assessments and annuity
considerations as reported for the taxable year
on the annual statement filed by the company with
the Insurance Commissioner in the form approved
by the National Association of Insurance
Commissioners, or such other form as may be
prescribed in lieu thereof,

(2) 1if the principal source of premiums written by an
insurance company consists of premiums for
reinsurance accepted by it, the taxable income of
such company shall be apportioned to this state
by multiplying such income by a fraction, the
numerator of which is the sum of (a) direct
premiums written for insurance on property or
risks in this state, plus (b) premiums written
for reinsurance accepted in respect of property
or risks in this state, and the denominator of
which is the sum of (c¢) direct premiums written
for insurance on property or risks everywhere,
plus (d) premiums written for reinsurance
accepted in respect of property or risks
everywhere. For purposes of this paragraph,
premiums written for reinsurance accepted in
respect of property or risks in this state,
whether or not otherwise determinable, may at the
election of the company be determined on the
basis of the proportion which premiums written
for insurance accepted from companies
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commercially domiciled in Oklahoma bears to
premiums written for reinsurance accepted from
all sources, or alternatively in the proportion
which the sum of the direct premiums written for
insurance on property or risks in this state by
each ceding company from which reinsurance is
accepted bears to the sum of the total direct
premiums written by each such ceding company for
the taxable year.

5. The net income or loss remaining after the separate
allocation in paragraph 4 of this subsection, being that which is
derived from a unitary business enterprise, shall be apportioned to
this state on the basis of the arithmetical average of three factors
consisting of property, payroll and sales or gross revenue
enumerated as subparagraphs a, b and c¢ of this paragraph. Net
income or loss as used in this paragraph includes that derived from
patent or copyright royalties, purchase discounts, and interest on
accounts receivable relating to or arising from a business activity,
the income from which is apportioned pursuant to this subsection,
including the sale or other disposition of such property and any
other property used in the unitary enterprise. Deductions used in
computing such net income or loss shall not include taxes based on
or measured by income. Provided, for corporations whose property
for purposes of the tax imposed by Section 2355 of this title has an
initial investment cost equaling or exceeding Two Hundred Million
Dollars ($200,000,000.00) and such investment is made on or after
July 1, 1997, or for corporations which expand their property or
facilities in this state and such expansion has an investment cost
equaling or exceeding Two Hundred Million Dollars ($200,000,000.00)
over a period not to exceed three (3) years, and such expansion is
commenced on or after January 1, 2000, the three factors shall be
apportioned with property and payroll, each comprising twenty-five
percent (25%) of the apportionment factor and sales comprising fifty
percent (50%) of the apportionment factor. The apportionment
factors shall be computed as follows:

a. The property factor is a fraction, the numerator of
which is the average value of the taxpayer's real and
tangible personal property owned or rented and used in
this state during the tax period and the denominator
of which is the average value of all the taxpayer's
real and tangible personal property everywhere owned
or rented and used during the tax period.

(1) Property, the income from which is separately
allocated in paragraph 4 of this subsection,
shall not be included in determining this
fraction. The numerator of the fraction shall
include a portion of the investment in
transportation and other equipment having no
fixed situs, such as rolling stock, buses, trucks
and trailers, including machinery and equipment
carried thereon, airplanes, salespersons'
automobiles and other similar equipment, in the
proportion that miles traveled in Oklahoma by
such equipment bears to total miles traveled,

(2) Property owned by the taxpayer is wvalued at its
original cost. Property rented by the taxpayer
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is valued at eight times the net annual rental
rate. Net annual rental rate is the annual
rental rate paid by the taxpayer, less any annual
rental rate received by the taxpayer from
subrentals,

(3) The average value of property shall be determined
by averaging the values at the beginning and
ending of the tax period but the Oklahoma Tax
Commission may require the averaging of monthly
values during the tax period if reasonably
required to reflect properly the average value of
the taxpayer's property;

b. The payroll factor is a fraction, the numerator of
which is the total compensation for services rendered
in the state during the tax period, and the
denominator of which is the total compensation for
services rendered everywhere during the tax period.
"Compensation", as used in this subsection means those
paid-for services to the extent related to the unitary
business but does not include officers' salaries,
wages and other compensation.

(1) In the case of a transportation enterprise, the
numerator of the fraction shall include a portion
of such expenditure in connection with employees
operating equipment over a fixed route, such as
railroad employees, airline pilots, or bus
drivers, in this state only a part of the time,
in the proportion that mileage traveled in
Oklahoma bears to total mileage traveled by such
employees,

(2) In any case the numerator of the fraction shall
include a portion of such expenditures in
connection with itinerant employees, such as
traveling salespersons, in this state only a part
of the time, in the proportion that time spent in
Oklahoma bears to total time spent in furtherance
of the enterprise by such employees;

C. The sales factor is a fraction, the numerator of which
is the total sales or gross revenue of the taxpayer in
this state during the tax period, and the denominator
of which is the total sales or gross revenue of the
taxpayer everywhere during the tax period. "Sales",
as used in this subsection does not include sales or
gross revenue which are separately allocated in
paragraph 4 of this subsection.

(1) Sales of tangible personal property have a situs
in this state if the property is delivered or
shipped to a purchaser other than the United
States government, within this state regardless
of the FOB point or other conditions of the sale;
or the property is shipped from an office, store,
warehouse, factory or other place of storage in
this state and (a) the purchaser is the United
States government or (b) the taxpayer is not
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doing business in the state of the destination of
the shipment.

(2) In the case of a railroad or interurban railway
enterprise, the numerator of the fraction shall
not be less than the allocation of revenues to
this state as shown in its annual report to the
Corporation Commission.

(3) In the case of an airline, truck or bus
enterprise or freight car, tank car, refrigerator
car or other railroad equipment enterprise, the
numerator of the fraction shall include a portion
of revenue from interstate transportation in the
proportion that interstate mileage traveled in
Oklahoma bears to total interstate mileage
traveled.

(4) In the case of an o0il, gasoline or gas pipeline
enterprise, the numerator of the fraction shall
be either the total of traffic units of the
enterprise within Oklahoma or the revenue
allocated to Oklahoma based upon miles moved, at
the option of the taxpayer, and the denominator
of which shall be the total of traffic units of
the enterprise or the revenue of the enterprise
everywhere as appropriate to the numerator. A
"traffic unit" is hereby defined as the
transportation for a distance of one (1) mile of
one (1) barrel of oil, one (1) gallon of gasoline
or one thousand (1,000) cubic feet of natural or
casinghead gas, as the case may be.

(5) In the case of a telephone or telegraph or other
communication enterprise, the numerator of the
fraction shall include that portion of the
interstate revenue as is allocated pursuant to
the accounting procedures prescribed by the
Federal Communications Commission; provided that
in respect to each corporation or business entity
required by the Federal Communications Commission
to keep its books and records in accordance with
a uniform system of accounts prescribed by such
Commission, the intrastate net income shall be
determined separately in the manner provided by
such uniform system of accounts and only the
interstate income shall be subject to allocation
pursuant to the provisions of this subsection.
Provided further, that the gross revenue factors
shall be those as are determined pursuant to the
accounting procedures prescribed by the Federal
Communications Commission.

In any case where the apportionment of the three factors prescribed
in this paragraph attributes to Oklahoma a portion of net income of
the enterprise out of all appropriate proportion to the property
owned and/or business transacted within this state, because of the
fact that one or more of the factors so prescribed are not employed
to any appreciable extent in furtherance of the enterprise; or
because one or more factors not so prescribed are employed to a
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considerable extent in furtherance of the enterprise; or because of
other reasons, the Tax Commission is empowered to permit, after a
showing by taxpayer that an excessive portion of net income has been
attributed to Oklahoma, or require, when in its Jjudgment an
insufficient portion of net income has been attributed to Oklahoma,
the elimination, substitution, or use of additional factors, or
reduction or increase in the weight of such prescribed factors.
Provided, however, that any such variance from such prescribed
factors which has the effect of increasing the portion of net income
attributable to Oklahoma must not be inherently arbitrary, and
application of the recomputed final apportionment to the net income
of the enterprise must attribute to Oklahoma only a reasonable
portion thereof.

6. For calendar years 1997 and 1998, the owner of a new or
expanded agricultural commodity processing facility in this state
may exclude from Oklahoma taxable income, or in the case of an
individual, the Oklahoma adjusted gross income, fifteen percent
(15%) of the investment by the owner in the new or expanded
agricultural commodity processing facility. For calendar year 1999,
and all subsequent years, the percentage, not to exceed fifteen
percent (15%), available to the owner of a new or expanded
agricultural commodity processing facility in this state claiming
the exemption shall be adjusted annually so that the total estimated
reduction in tax liability does not exceed One Million Dollars
($1,000,000.00) annually. The Tax Commission shall promulgate rules
for determining the percentage of the investment which each eligible
taxpayer may exclude. The exclusion provided by this paragraph
shall be taken in the taxable year when the investment is made. 1In
the event the total reduction in tax liability authorized by this
paragraph exceeds One Million Dollars ($1,000,000.00) in any
calendar year, the Tax Commission shall permit any excess over One
Million Dollars ($1,000,000.00) and shall factor such excess into
the percentage for subsequent years. Any amount of the exemption
permitted to be excluded pursuant to the provisions of this
paragraph but not used in any year may be carried forward as an
exemption from income pursuant to the provisions of this paragraph
for a period not exceeding six (6) years following the year in which
the investment was originally made.

For purposes of this paragraph:

a. "Agricultural commodity processing facility" means
building, structures, fixtures and improvements used
or operated primarily for the processing or production
of marketable products from agricultural commodities.
The term shall also mean a dairy operation that
requires a depreciable investment of at least Two
Hundred Fifty Thousand Dollars ($250,000.00) and which
produces milk from dairy cows. The term does not
include a facility that provides only, and nothing
more than, storage, cleaning, drying or transportation
of agricultural commodities, and

b. "Facility" means each part of the facility which is
used in a process primarily for:

(1) the processing of agricultural commodities,
including receiving or storing agricultural

ENR. H. B. NO. 1547 Page 42



commodities, or the production of milk at a dairy

operation,

(2) transporting the agricultural commodities or
product before, during or after the processing,
or

(3) packaging or otherwise preparing the product for

sale or shipment.

7. Despite any provision to the contrary in paragraph 3 of this
subsection, for taxable years beginning after December 31, 1999, in
the case of a taxpayer which has a farming loss, such farming loss
shall be considered a net operating loss carryback in accordance
with and to the extent of the Internal Revenue Code, 26 U.S.C.,
Section 172 (b) (G). However, the amount of the net operating loss
carryback shall not exceed the lesser of:

a. Sixty Thousand Dollars ($60,000.00), or

b. the loss properly shown on Schedule F of the Internal
Revenue Service Form 1040 reduced by one-half (1/2) of
the income from all other sources other than reflected
on Schedule F.

8. In taxable years beginning after December 31, 1995, all
qualified wages equal to the federal income tax credit set forth in
26 U.S.C.A., Section 45A, shall be deducted from taxable income.

The deduction allowed pursuant to this paragraph shall only be
permitted for the tax years in which the federal tax credit pursuant
to 26 U.S.C.A., Section 45A, is allowed. For purposes of this
paragraph, "qualified wages" means those wages used to calculate the
federal credit pursuant to 26 U.S.C.A., Section 45A.

B. The taxable income of any corporation shall be further
adjusted to arrive at Oklahoma taxable income, except those
corporations electing treatment as provided in subchapter S of the
Internal Revenue Code, 26 U.S.C., Section 1361 et seg., and Section
2365 of this title, deductions pursuant to the provisions of the
Accelerated Cost Recovery System as defined and allowed in the
Economic Recovery Tax Act of 1981, Public Law 97-34, 26 U.S.C.,
Section 168, for depreciation of assets placed into service after
December 31, 1981, shall not be allowed in calculating Oklahoma
taxable income. Such corporations shall be allowed a deduction for
depreciation of assets placed into service after December 31, 1981,
in accordance with provisions of the Internal Revenue Code, 26
U.S.C., Section 1 et seq., in effect immediately prior to the
enactment of the Accelerated Cost Recovery System. The Oklahoma tax
basis for all such assets placed into service after December 31,
1981, calculated in this section shall be retained and utilized for
all Oklahoma income tax purposes through the final disposition of
such assets.

Notwithstanding any other provisions of the Oklahoma Income Tax
Act, Section 2351 et seq. of this title, or of the Internal Revenue
Code to the contrary, this subsection shall control calculation of
depreciation of assets placed into service after December 31, 1981,
and before January 1, 1983.

ENR. H. B. NO. 1547 Page 43



For assets placed in service and held by a corporation in which
accelerated cost recovery system was previously disallowed, an
adjustment to taxable income is required in the first taxable year
beginning after December 31, 1982, to reconcile the basis of such
assets to the basis allowed in the Internal Revenue Code. The
purpose of this adjustment is to equalize the basis and allowance
for depreciation accounts between that reported to the Internal
Revenue Service and that reported to Oklahoma.

C. 1. For taxable years beginning after December 31, 1987, the
taxable income of any corporation shall be further adjusted to
arrive at Oklahoma taxable income for transfers of technology to
qualified small businesses located in Oklahoma. Such transferor
corporation shall be allowed an exemption from taxable income of an
amount equal to the amount of royalty payment received as a result
of such transfer; provided, however, such amount shall not exceed
ten percent (10%) of the amount of gross proceeds received by such
transferor corporation as a result of the technology transfer. Such
exemption shall be allowed for a period not to exceed ten (10) years
from the date of receipt of the first royalty payment accruing from
such transfer. No exemption may be claimed for transfers of
technology to qualified small businesses made prior to January 1,
1988.

2. For purposes of this subsection:

a. "Qualified small business" means an entity, whether
organized as a corporation, partnership, or
proprietorship, organized for profit with its
principal place of business located within this state
and which meets the following criteria:

(1) Capitalization of not more than Two Hundred Fifty
Thousand Dollars ($250,000.00),

(2) Having at least fifty percent (50%) of its
employees and assets located in Oklahoma at the
time of the transfer, and

(3) DNot a subsidiary or affiliate of the transferor
corporation;

b. "Technology" means a proprietary process, formula,
pattern, device or compilation of scientific or
technical information which is not in the public
domain;

C. "Transferor corporation" means a corporation which is
the exclusive and undisputed owner of the technology
at the time the transfer is made; and

d. "Gross proceeds" means the total amount of
consideration for the transfer of technology, whether
the consideration is in money or otherwise.

D. 1. For taxable years beginning after December 31, 2005, the
taxable income of any corporation shall be further adjusted for
qualifying gains receiving capital treatment. Such corporations
shall be allowed a deduction from Oklahoma taxable income for the
amount of qualifying gains receiving capital treatment earned by the
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corporation during the taxable year and included in the federal

taxable income of such corporation.

2. As used in this subsection:

a.

I

I

"qualifying gains receiving capital treatment" means

the amount of net capital gains, as defined in Section

1222 (11) of the Internal Revenue Code, included in the

corporation’s federal income tax return that was:

(1) earned by the corporation on real or tangible

personal property located within Oklahoma that
has been owned by the corporation for a holding
period of at least five (5) years prior to the
date of the transaction from which such net
capital gains arise, or

(2) earned on the sale of stock or on the sale of an

ownership interest in an Oklahoma company,
limited liability company, or partnership where
such stock or ownership interest has been owned
by the corporation for a holding period of at
least three (3) years prior to the date of the
transaction from which the net capital gains
arise,

"holding period" means an uninterrupted period of

time, and

"Oklahoma company", "limited liability company", or

"partnership" means an entity whose primary

headquarters have been located in Oklahoma for at

least three (3) uninterrupted years prior to the date

of the transaction from which the net capital gains

arise.

E. The Oklahoma adjusted gross income of any individual
taxpayer shall be further adjusted as follows to arrive at Oklahoma
taxable income:

1. a.

ENR. H. B. NO.

In the case of individuals, there shall be added or
deducted, as the case may be, the difference necessary
to allow personal exemptions of One Thousand Dollars
($1,000.00) in lieu of the personal exemptions allowed
by the Internal Revenue Code.

There shall be allowed an additional exemption of One
Thousand Dollars ($1,000.00) for each taxpayer or
spouse who 1s blind at the close of the tax year. For
purposes of this subparagraph, an individual is blind
only if the central visual acuity of the individual
does not exceed 20/200 in the better eye with
correcting lenses, or if the wvisual acuity of the
individual is greater than 20/200, but is accompanied
by a limitation in the fields of vision such that the
widest diameter of the visual field subtends an angle
no greater than twenty (20) degrees.

There shall be allowed an additional exemption of One
Thousand Dollars ($1,000.00) for each taxpayer or
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spouse who is sixty-five (65) years of age or older at
the close of the tax year based upon the filing status
and federal adjusted gross income of the taxpayer.
Taxpayers with the following filing status may claim
this exemption if the federal adjusted gross income
does not exceed:

(1) Twenty-five Thousand Dollars ($25,000.00) if
married and filing jointly;

(2) Twelve Thousand Five Hundred Dollars ($12,500.00)
if married and filing separately;

(3) Fifteen Thousand Dollars ($15,000.00) if single;
and

(4) Nineteen Thousand Dollars ($19,000.00) if a
qualifying head of household.

Provided, for taxable years beginning after December
31, 1999, amounts included in the calculation of
federal adjusted gross income pursuant to the
conversion of a traditional individual retirement
account to a Roth individual retirement account shall
be excluded from federal adjusted gross income for
purposes of the income thresholds provided in this
subparagraph.

d. For taxable years beginning after December 31, 1990,
and beginning before January 1, 1992, there shall be
allowed a one-time additional exemption of Four
Hundred Dollars ($400.00) for each taxpayer or spouse
who is a member of the National Guard or any reserve
unit of the Armed Forces of the United States and who
was at any time during such taxable year deployed in
active service during a time of war or conflict with
an enemy of the United States.

2. In the case of individuals who use the standard deduction in
determining taxable income, there shall be added or deducted, as the
case may be, the difference necessary to allow a standard deduction
in lieu of the standard deduction allowed by the Internal Revenue
Code, in an amount equal to the larger of fifteen percent (15%) of
the Oklahoma adjusted gross income or One Thousand Dollars
($1,000.00), but not to exceed Two Thousand Dollars ($2,000.00),
except that in the case of a married individual filing a separate
return such deduction shall be the larger of fifteen percent (15%)
of such Oklahoma adjusted gross income or Five Hundred Dollars
($500.00), but not to exceed the maximum amount of One Thousand
Dollars ($1,000.00).

3. In the case of resident and part-year resident individuals
having adjusted gross income from sources both within and without
the state, the itemized or standard deductions and personal
exemptions shall be reduced to an amount which is the same portion
of the total thereof as Oklahoma adjusted gross income is of
adjusted gross income. To the extent itemized deductions include
allowable moving expense, proration of moving expense shall not be
required or permitted but allowable moving expense shall be fully
deductible for those taxpayers moving within or into Oklahoma and no
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part of moving expense shall be deductible for those taxpayers
moving without or out of Oklahoma. All other itemized or standard
deductions and personal exemptions shall be subject to proration as
provided by law.

4. A resident individual with a physical disability
constituting a substantial handicap to employment may deduct from
Oklahoma adjusted gross income such expenditures to modify a motor
vehicle, home or workplace as are necessary to compensate for his or
her handicap. A veteran certified by the Veterans Administration of
the federal government as having a service-connected disability
shall be conclusively presumed to be an individual with a physical
disability constituting a substantial handicap to employment. The
Tax Commission shall promulgate rules containing a list of
combinations of common disabilities and modifications which may be
presumed to qualify for this deduction. The Tax Commission shall
prescribe necessary requirements for verification.

5. In any taxable year the first One Thousand Five Hundred
Dollars ($1,500.00) received by any person from the United States as
salary or compensation in any form, other than retirement benefits,
as a member of any component of the Armed Forces of the United
States shall be deducted from taxable income. Whenever the filing
of a timely income tax return by a member of the Armed Forces of the
United States is made impracticable or impossible of accomplishment
by reason of:

a. absence from the United States, which term includes
only the states and the District of Columbia;

b. absence from the State of Oklahoma while on active
duty; or
C. confinement in a hospital within the United States for

treatment of wounds, injuries or disease,

the time for filing a return and paying an income tax shall
be and is hereby extended without incurring liability for
interest or penalties, to the fifteenth day of the third
month following the month in which:

(1) Such individual shall return to the United States
if the extension is granted pursuant to
subparagraph a of this paragraph, return to the
State of Oklahoma if the extension is granted
pursuant to subparagraph b of this paragraph or
be discharged from such hospital if the extension
is granted pursuant to subparagraph c of this
paragraph; or

(2) An executor, administrator, or conservator of the
estate of the taxpayer is appointed, whichever
event occurs the earliest.

Provided, that the Tax Commission may, in its discretion, grant any
member of the Armed Forces of the United States an extension of time
for filing of income tax returns and payment of income tax without
incurring liabilities for interest or penalties. Such extension may
be granted only when in the judgment of the Tax Commission a good
cause exists therefor and may be for a period in excess of six (6)
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months. A record of every such extension granted, and the reason
therefor, shall be kept.

6. The salary or any other form of compensation, received from
the United States by a member of any component of the Armed Forces
of the United States, shall be deducted from taxable income during
the time in which the person is detained by the enemy in a conflict,
is a prisoner of war or is missing in action and not deceased.

7. Notwithstanding anything in the Internal Revenue Code or in
the Oklahoma Income Tax Act to the contrary, it is expressly
provided that, in the case of resident individuals, amounts received
as dividends or distributions of earnings from savings and loan
associations or credit unions located in Oklahoma, and interest
received on savings accounts and time deposits from such sources or
from state and national banks or trust companies located in
Oklahoma, shall qualify as dividends for the purpose of the dividend
exclusion, and taxable income shall be adjusted accordingly to
arrive at Oklahoma taxable income; provided, however, that the
dividend, distribution of earnings and/or interest exclusion
provided for hereinabove shall not be cumulative to the maximum
dividend exclusion allowed by the Internal Revenue Code. Any
dividend exclusion already allowed by the Internal Revenue Code and
reflected in the taxpayer's Oklahoma taxable income together with
exclusion allowed herein shall not exceed the total of One Hundred
Dollars ($100.00) per individual or Two Hundred Dollars ($200.00)
per couple filing a joint return.

8. a. An individual taxpayer, whether resident or
nonresident, may deduct an amount equal to the federal
income taxes paid by the taxpayer during the taxable
year.

b. Federal taxes as described in subparagraph a of this
paragraph shall be deductible by any individual
taxpayer, whether resident or nonresident, only to the
extent they relate to income subject to taxation
pursuant to the provisions of the Oklahoma Income Tax
Act. The maximum amount allowable in the preceding
paragraph shall be prorated on the ratio of the
Oklahoma adjusted gross income to federal adjusted
gross income.

c. For the purpose of this paragraph, "federal income
taxes paid" shall mean federal income taxes, surtaxes
imposed on incomes or excess profits taxes, as though
the taxpayer was on the accrual basis. In determining
the amount of deduction for federal income taxes for
tax year 2001, the amount of the deduction shall not
be adjusted by the amount of any accelerated ten
percent (10%) tax rate bracket credit or advanced
refund of the credit received during the tax year
provided pursuant to the federal Economic Growth and
Tax Relief Reconciliation Act of 2001, P.L. No. +#+6—16
107-16, and the advanced refund of such credit shall
not be subject to taxation.

d. The provisions of this paragraph shall apply to all
taxable years ending after December 31, 1978.
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9. Retirement benefits not to exceed Five Thousand Five Hundred
Dollars ($5,500.00) for the 2004 tax year and Seven Thousand Five
Hundred Dollars ($7,500.00) for the 2005 tax year and all subsequent
tax years, which are received by an individual from the civil
service of the United States, any component of the Armed Forces of
the United States, the Oklahoma Public Employees Retirement System,
the Teachers' Retirement System of Oklahoma, the Oklahoma Law
Enforcement Retirement System, the Oklahoma Firefighters Pension and
Retirement System, the Oklahoma Police Pension and Retirement
System, the employee retirement systems created by counties pursuant
to Section 951 et seq. of Title 19 of the Oklahoma Statutes, the
Uniform Retirement System for Justices and Judges, the Oklahoma
Wildlife Conservation Department Retirement Fund, the Oklahoma
Employment Security Commission Retirement Plan, or the employee
retirement systems created by municipalities pursuant to Section 48-
101 et seg. of Title 11 of the Oklahoma Statutes shall be exempt
from taxable income.

10. 1In taxable years beginning after December 31, 1984, Social
Security benefits received by an individual shall be exempt from
taxable income, to the extent such benefits are included in the
federal adjusted gross income pursuant to the provisions of Section
86 of the Internal Revenue Code, 26 U.S.C., Section 86.

11. For taxable years beginning after December 31, 1994, lump-
sum distributions from employer plans of deferred compensation,
which are not qualified plans within the meaning of Section 401 (a)
of the Internal Revenue Code, 26 U.S.C., Section 401 (a), and which
are deposited in and accounted for within a separate bank account or
brokerage account in a financial institution within this state,
shall be excluded from taxable income in the same manner as a
qualifying rollover contribution to an individual retirement account
within the meaning of Section 408 of the Internal Revenue Code, 26
U.S.C., Section 408. Amounts withdrawn from such bank or brokerage
account, including any earnings thereon, shall be included in
taxable income when withdrawn in the same manner as withdrawals from
individual retirement accounts within the meaning of Section 408 of
the Internal Revenue Code.

12. 1In taxable years beginning after December 31, 1995,
contributions made to and interest received from a medical savings
account established pursuant to Sections 2621 through 2623 of Title
63 of the Oklahoma Statutes shall be exempt from taxable income.

13. For taxable years beginning after December 31, 1996, the
Oklahoma adjusted gross income of any individual taxpayer who 1is a
swine or poultry producer may be further adjusted for the deduction
for depreciation allowed for new construction or expansion costs
which may be computed using the same depreciation method elected for
federal income tax purposes except that the useful 1life shall be
seven (7) years for purposes of this paragraph. If depreciation is
allowed as a deduction in determining the adjusted gross income of
an individual, any depreciation calculated and claimed pursuant to
this section shall in no event be a duplication of any depreciation
allowed or permitted on the federal income tax return of the
individual.

14. a. In taxable years beginning after December 31, 2002,

nonrecurring adoption expenses paid by a resident
individual taxpayer in connection with:
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(1) the adoption of a minor, or

(2) a proposed adoption of a minor which did not
result in a decreed adoption,

may be deducted from the Oklahoma adjusted gross
income.

b. The deductions for adoptions and proposed adoptions
authorized by this paragraph shall not exceed Twenty
Thousand Dollars ($20,000.00) per calendar year.

C. The Tax Commission shall promulgate rules to implement
the provisions of this paragraph which shall contain a
specific list of nonrecurring adoption expenses which
may be presumed to qualify for the deduction. The Tax
Commission shall prescribe necessary requirements for
verification.

d. "Nonrecurring adoption expenses" means adoption fees,
court costs, medical expenses, attorney fees and
expenses which are directly related to the legal
process of adoption of a child including, but not
limited to, costs relating to the adoption study,
health and psychological examinations, transportation
and reasonable costs of lodging and food for the child
or adoptive parents which are incurred to complete the
adoption process and are not reimbursed by other
sources. The term "nonrecurring adoption expenses"
shall not include attorney fees incurred for the
purpose of litigating a contested adoption, from and
after the point of the initiation of the contest,
costs associated with physical remodeling, renovation
and alteration of the adoptive parents' home or
property, except for a special needs child as
authorized by the court.

15. 1In taxable years beginning before January 1, 2005,
retirement benefits not to exceed the amounts specified in this
paragraph, which are received by an individual sixty-five (65) years
of age or older and whose Oklahoma adjusted gross income is Twenty-
five Thousand Dollars ($25,000.00) or less if the filing status is
single, head of household, or married filing separate, or Fifty
Thousand Dollars ($50,000.00) or less if the filing status is
married filing joint or qualifying widow, shall be exempt from
taxable income. 1In taxable years beginning after December 31, 2004,
retirement benefits not to exceed the amounts specified in this
paragraph, which are received by an individual whose Oklahoma
adjusted gross income is Thirty-seven Thousand Five Hundred Dollars
($37,500.00) or less if the filing status is single, head of
household, or married filing separate, or Seventy-Five Thousand
Dollars ($75,000.00) or less if the filing status is married filing
jointly or qualifying widow, shall be exempt from taxable income.
For purposes of this paragraph, "retirement benefits" means the
total distributions or withdrawals from the following:

a. an employee pension benefit plan which satisfies the

requirements of Section 401 of the Internal Revenue
Code, 26 U.S.C., Section 401,

ENR. H. B. NO. 1547 Page 50



b. an eligible deferred compensation plan that satisfies
the requirements of Section 457 of the Internal
Revenue Code, 26 U.S.C., Section 457,

C. an individual retirement account, annuity or trust or
simplified employee pension that satisfies the
requirements of Section 408 of the Internal Revenue
Code, 26 U.S.C., Section 408,

d. an employee annuity subject to the provisions of
Section 403 (a) or (b) of the Internal Revenue Code, 26
U.S5.C., Section 403(a) or (b),

e. United States Retirement Bonds which satisfy the
requirements of Section 86 of the Internal Revenue
Code, 26 U.S.C., Section 86, or

f. lump-sum distributions from a retirement plan which
satisfies the requirements of Section 402 (e) of the
Internal Revenue Code, 26 U.S.C., Section 402 (e).

The amount of the exemption provided by this paragraph shall be
limited to Five Thousand Five Hundred Dollars ($5,500.00) for the
2004 tax year and Seven Thousand Five Hundred Dollars ($7,500.00)
for the 2005 tax year and for all subsequent tax years. Any
individual who claims the exemption provided for in paragraph 9 of
this subsection shall not be permitted to claim a combined total
exemption pursuant to this paragraph and paragraph 9 of this
subsection in an amount exceeding Five Thousand Five Hundred Dollars
($5,500.00) for the 2004 tax year and Seven Thousand Five Hundred
Dollars ($7,500.00) for the 2005 tax year and subsequent tax years.

16. In taxable years beginning after December 31, 1999, for an
individual engaged in production agriculture who has filed a
Schedule F form with the taxpayer’s federal income tax return for
such taxable year, there shall be excluded from taxable income any
amount which was included as federal taxable income or federal
adjusted gross income and which consists of the discharge of an
obligation by a creditor of the taxpayer incurred to finance the
production of agricultural products.

17. 1In taxable years beginning December 31, 2000, an amount
equal to one hundred percent (100%) of the amount of any scholarship
or stipend received from participation in the Oklahoma Police Corps
Program, as established in Section 2-140.3 of Title 47 of the
Oklahoma Statutes shall be exempt from taxable income.

18. 1In taxable years beginning after December 31, 2001, there
shall be allowed a deduction in the amount of contributions to
accounts established pursuant to the Oklahoma College Savings Plan
Act. The deduction shall equal the amount of contributions to
accounts, but in no event shall the deduction for each contributor
exceed Two Thousand Five Hundred Dollars ($2,500.00) each taxable
year for each account.

E=~ F. 1. For taxable years beginning after December 31, 2004,
a deduction from the Oklahoma adjusted gross income of any
individual taxpayer shall be allowed for qualifying gains receiving

capital treatment earnredby—theindividual—taxpayer—during—the
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taxablte—year—and that are included in the federal £axablte adjusted
gross income of such individual taxpayer during the taxable year.
2. As used in this subsection:
a. "qualifying gains receiving capital treatment" means

the amount of net capital gains, as defined in Section
1222 (11) of the Internal Revenue Code, included in an
individual taxpayer’s federal income tax return that
was result from:

(1) earred by theindividuat—taexpayer—orn the sale of

real or tangible personal property located within
Oklahoma that has been directly or indirectly
owned by the individual taxpayer for a holding
period of at least five (5) years prior to the
date of the transaction from which such net
capital gains arise, or

(2) earped—orn the sale of stock or em the sale of an
a direct or indirect ownership interest in an
Oklahoma company, limited liability company, or
partnership where such stock or ownership
interest has been directly or indirectly owned by
the individual taxpayer for a holding period of
at least three (3) years prior to the date of the
transaction from which the net capital gains

arise,
b. "holding period" means an uninterrupted period of
time, and
C. "Oklahoma company," "limited liability company," or

"partnership" means an entity whose primary
headquarters have been located in Oklahoma for at
least three (3) uninterrupted years prior to the date
of the transaction from which the net capital gains

arise,

d. “direct” means the individual taxpayer directly owns
the asset, and

e. “indirect” means the individual taxpayer owns an

interest in a pass-through entity (or chain of pass-
through entities) that sells the asset that gives rise
to the gqualifying gains receiving capital treatment.

(1) With respect to sales of real or personal
property located within Oklahoma, the deduction
described in this subsection shall not apply
unless the pass-through entity that makes the
sale has held the property for not less than five
(5) uninterrupted years prior to the date of the
transaction that created the capital gain, and
each pass-through entity included in the chain of
ownership has been a member, partner, or
shareholder of the pass-through entity in the
tier immediately below it for an uninterrupted
period of not less than five (5) years.
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(2) With respect to sales of stock or ownership
interest in an Oklahoma company, limited
liability company, or partnership, the deduction
described in this subsection shall not apply
unless the pass-through entity that makes the
sale has held the stock or ownership interest for
not less than three (3) uninterrupted years prior
to the date of the transaction that created the
capital gain, and each pass-through entity
included in the chain of ownership has been a
member, partner or shareholder of the pass-
through entity in the tier immediately below it
for an uninterrupted period of not less than
three (3) vyears.

SECTION 13. AMENDATORY 68 0.S. 2001, Section 2817, as
last amended by Section 2, Chapter 431, 0.S.L. 2003 (68 0.S. Supp.
2004, Section 2817), is amended to read as follows:

Section 2817. A. All taxable personal property, except
intangible personal property, personal property exempt from ad
valorem taxation, or household personal property, shall be listed
and assessed each year at its fair cash value, estimated at the
price it would bring at a fair voluntary sale, as of January 1.

The fair cash value of household personal property shall be
valued at ten percent (10%) of the appraised value of the
improvement to the residential real property within which such
personal property is located as of January 1 each year. The
assessment of household personal property as provided by this
section may be altered by the taxpayer listing such property at its
actual fair cash value. For purposes of establishing the wvalue of
household personal property, pursuant to the requirement of Section
8 of Article X of the Oklahoma Constitution, the percentage of value
prescribed by this section for the household personal property shall
be presumed to constitute the fair cash value of the personal
property.

All unmanufactured farm products shall be assessed and valued as
of the preceding May 31. Every person, firm, company, association,
or corporation, in making the assessment, shall assess all
unmanufactured farm products owned by the person, firm, company,
association or corporation on the preceding May 31, at its fair cash
value on that date instead of January 1.

Stocks of goods, wares and merchandise shall be assessed at the
value of the average amount on hand during the preceding year, or
the average amount on hand during the part of the preceding year the
stock of goods, wares or merchandise was at its January 1 location.

B. All taxable real property shall be assessed annually as of
January 1, at its fair cash wvalue, estimated at the price it would
bring at a fair voluntary sale for:

1. The highest and best use for which the property was actually
used during the preceding calendar year; or

2. The highest and best use for which the property was last

classified for use if not actually used during the preceding
calendar year.

ENR. H. B. NO. 1547 Page 53



The Ad Valorem Division of the Tax Commission shall be
responsible for the promulgation of rules which shall be followed by
each county assessor of the state, for the purposes of providing for
the equitable use valuation of locally assessed real property in
this state. Agricultural land and nonresidential improvements
necessary or convenient for agricultural purposes shall be assessed
for ad valorem taxation based upon the highest and best use for
which the property was actually used, or was previously classified
for use, during the calendar year next preceding January 1 on which
the assessment is made.

C. The use value of agricultural land shall be based on the
income capitalization approach using cash rent. The rental income
shall be calculated using the direct capitalization method based
upon factors including, but not limited to:

1. Soil types, as depicted on soil maps published by the
Natural Resources Conservation Service of the United States
Department of Agriculture;

2. Soil productivity indices approved by the Ad Valorem
Division of the Tax Commission;

3. The specific agricultural purpose of the soil based on use
categories approved by the Ad Valorem Division of the Tax
Commission; and

4. A capitalization rate to be determined annually by the Ad
Valorem Division of the Tax Commission based on the sum of the
average first mortgage interest rate charged by the Federal Land
Bank for the immediately preceding five (5) years, weighted with the
prevailing rate or rates for additional loans or equity, and the
effective tax rate.

The final use value will be calculated using the soil
productivity indices and the agricultural use classification as
defined by rules promulgated by the State Board of Equalization.
This subsection shall not be construed in a manner which is
inconsistent with the duties, powers and authority of the Board as
to valuation of the counties as fixed and defined by Section 21 of
Article X of the Oklahoma Constitution.

However, in calculating the use value of buffer strips as
defined in Section 2817.2 of this title, exclusive consideration
shall be based on income production from such buffer strips, not
including federal or state subsidies, when valued as required by
subsection C of Section 2817.2 of this title.

D. The use value of nonresidential improvements on agricultural
land shall be based on the cost approach to value estimation using
currently updated cost manuals published by the Marshall and Swift
Company or similar cost manuals approved by the Ad Valorem Division
of the Tax Commission. The use value estimates for the
nonresidential improvements shall take obsolescence and depreciation
into consideration in addition to necessary adjustments for local
variations in the cost of labor and materials. This section shall
not be construed in a manner which is inconsistent with the duties,
powers and authority of the Board as to equalization of valuation of
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the counties as determined and defined by Section 21 of Article X of
the Oklahoma Constitution.

The use value of facilities used for poultry production shall be
determined according to the following procedures:

1. The Ad Valorem Division of the Tax Commission is hereby
directed to develop a standard system of valuation of both real and
personal property of such facilities, which shall be used by all
county assessors in this state, under which valuation based on the
following shall be presumed to be the fair cash value of the
property:

a. for real property, a ten-year depreciation schedule,
at the end of which the residual value is twenty
percent (20%) of the value of the facility during its
first year of operation, and

b. for personal property, a five-year depreciation
schedule, at the end of which the residual value is
Zero;
2. Such facilities shall be valued only in comparison to other
facilities used exclusively for poultry production. Such a facility

which is no longer used for poultry production shall be deemed to
have no productive use;

3. During the first year such a facility is placed on the tax
rolls, its fair cash value shall be presumed to be the lesser of the
actual purchase price or the actual documented cost of construction;
and

4. For the purpose of determining the valuation of
nonresidential improvements used for poultry production, the
provisions of this subsection shall be applicable and such
improvements shall not be considered to be commercial property.

E. The value of investment in property used exclusively by an
0il refinery that is used wholly as a facility, device or method for
the desulphurization of gasoline or diesel fuel as defined in
Section 2817.3 of this title shall not be included in the
capitalization used in the determination of fair market value of
such o0il refinery if such property would qualify as exempt property
pursuant to Section 2902 of this title, whether or not an
application for such exemption is made by an otherwise qualifying
manufacturing concern owning the property described by Section
2817.3 of this title.

F. The transfer of real property without a change in its use
classification shall not require a reassessment thereof based
exclusively upon the sale value of the property. However, 1if the
county assessor determines:

1. That by reason of the transfer of a property there is a
change in the actual use or classification of the property; or

2. That by reason of the amount of the sales consideration it
is obvious that the use classification prior to the transfer of the
property is not commensurate with and would not justify the amount
of the sales consideration of the property;
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then the assessor shall, in either event, reassess the property for
the new use classification for which the property is being used, or,
the highest and best use classification for which the property may,
by reason of the transfer, be classified for use.

G. When the term “fair cash value” or the language “fair cash
value, estimated at the price it would bring at a fair voluntary
sale” is used in the Ad Valorem Tax Code, in connection with and in
relation to the assessment of real property, it is defined to mean
and shall be given the meaning ascribed and assigned to it in this
section and when the term or language is used in the Code in
connection with the assessment of personal property it shall be
given its ordinary or literal meaning.

H. Where any real property is zoned for a use by a proper
zoning authority, and the use of the property has not been changed,
the use and not zoning shall determine assessment. Any reassessment
required shall be effective January 1 following the change in use.
Taxable real property need not be listed annually with the county
assessor.

I. If any real property shall become taxable after January 1 of
any year, the county assessor shall assess the same and place it
upon the tax rolls for the next ensuing year. When any building is
constructed upon land after January 1 of any year, the value of the
building shall be added by the county assessor to the assessed
valuation of the land upon which the building is constructed at the
fair cash value thereof for the next ensuing year. However, after
the building has been completed it shall be deemed to have a value
for assessment purposes of the fair cash value of the materials used
in such building only, until the building and the land on which the
building is located shall have been conveyed to a bona fide
purchaser or shall have been occupied or used for any purpose other
than as a sales office by the owner thereof, or shall have been
leased, whichever event shall first occur. The county assessor
shall continue to assess the building based upon the fair market
value of the materials used therein until the building and land upon
which the building is located shall have been conveyed to a bona
fide purchaser or is occupied or used for any purpose other than as
a sales office by the owner thereof, or is leased, whichever event
shall first occur. However, the fair cash wvalue of a lot in any
platted addition or a subdivision in a city, town or county zoned
for residential, commercial, industrial or other use shall be deemed
to be the total purchase price paid by the developer of the addition
or subdivision for the land comprising the platted addition or
subdivision divided by the number of lots contained in the addition
or subdivision until the lot with building or buildings located
thereon shall have been conveyed to a bona fide purchaser or shall
have been occupied other than as a sales office by the owner
thereof, or shall have been leased, whichever event shall first
occur. One who purchases a lot for the purposes of constructing and
selling a building on such lot shall not be deemed to be a bona fide
purchaser for purposes of this section. However, i1if the lot is held
for a period longer than two (2) years before construction, then the
assessor may consider the lot to have been conveyed to a bona fide
purchaser. The cost of any land or improvements to any real
property required to be dedicated to public use, including, but not
limited to, streets, curbs, gutters, sidewalks, storm or sanitary
sewers, utilities, detention or retention ponds, easements, parks or
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reserves shall not be utilized by the county assessor in the
valuation of any real property for assessment purposes.

J. In case improvements on land or personal property located
therein or thereon are destroyed by fire, lightning, storm, winds,
floodwaters, overflow of streams or other cause, or the value of
land is impaired, damaged or destroyed by fire, lightning, storm,
winds, floodwaters, overflow of streams or other cause, after
January 1 and before the adjournment of the county board of
equalization during any year, the county board of equalization, in
cooperation with the county assessor, shall determine the amount of
damage, and shall make an order directing the assessment of the
property for that year at the fair cash value of the property, as
defined herein, taking into account the damage occasioned by fire,
lightning, storm, winds, floodwaters, overflow of streams or other
cause.

SECTION 14. NEW LAW A new section of law to be codified
in the Oklahoma Statutes as Section 270 of Title 68, unless there is
created a duplication in numbering, reads as follows:

A. Notwithstanding any other provisions of this section, the
Oklahoma Tax Commission shall, upon request of any taxpayer or the
taxpayer’s authorized agent, representative or attorney, provide
certification in writing of qualification for the credits in the
following sections of law:

1. Section 2357.7 of Title 68 of the Oklahoma Statutes;

2. Section 2357.11 of Title 68 of the Oklahoma Statutes;

3. Section 2357.32A of Title 68 of the Oklahoma Statutes;

4. Section 2357.41 of Title 68 of the Oklahoma Statutes; and

5. Section 2357.42 of Title 68 of the Oklahoma Statutes.

B. On or before November 1 of each year subsequent to the
effective date of this section, the Oklahoma Tax Commission shall
file a report with the Speaker of the Oklahoma House of
Representatives, the President Pro Tempore of the State Senate and
the Director of the Office of State Finance, stating the amount of

credits claimed and allowed.

SECTION 15. AMENDATORY 68 0.S. 2001, Section 3624, as
amended by Section 2, Chapter 203, 0.S.L. 2002 (68 O0.S. Supp. 2004,
Section 3624), is amended to read as follows:

Section 3624. A. There is hereby created the Oklahoma Film

inp—Seetion—3625—of—+this—+titde;—a A rebate in the amount of up to

fifteen percent (15%) of documented expenditures made in Oklahoma
directly attributable to the production of a film e%, television
production, or television commercial, as defined in Section 3623 of
this title, in this state, may be paid to the production company
responsible for the production if the Office of the Oklahoma Film
and Music Commission determines that the proposed project has a
reasonable chance of economic success.
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B. The amount of rebate paid to the production company as
provided for in subsection A of this section shall be determined as
follows:

1. Fifteen percent (15%) if fifty percent (50%) or more of the
crew are residents of Oklahoma and are employed in this state;

2. Ten percent (10%) if twenty-five percent (25%) to forty-nine
percent (49%) of the crew are residents of Oklahoma and are employed
in this state; and

o)

3. Five percent (5%) i1if less than twenty-five percent (25%) of
the crew are residents of Oklahoma and are employed in this state.

C. The rebate program shall be administered by the Office of
the Oklahoma Film and Music Commission and the Oklahoma Tax
Commission, as provided in the Compete with Canada Film Act.

€~ D. To be eligible for a rebate paymenty—the:

1. The production company responsible for a film e¥, television
production, or television commercial, as defined in Section 3623 of
this title, made in this state shall submit documentation to the
Office of the Oklahoma Film and Music Commission of the amount of
wages paid for employment in this state by to residents of this
state directly relating to the production and the amount of other
production costs incurred in this state directly relating to the

production——~>Fe—be—eligible—for—a rebatePpayment;—the;

2. The production company shall also file an Oklahoma income
tax return—7>Feo—be—eligible—for o rebatepayment;,—the;

3. The production company shall provide the name of the

completion bewnd guarantor, a copy of the bond guaranteeing the
completion date, and a copy of the contract between the production
company and the principal actors or equivalent proof of completion
to ensure a mechanism for the compensation of local vendors—%Fe—be

1311 for o a4 Bazmant +hoa.
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Million Dollars ($2,000,000.00) of which not less than One Million
Two Hundred Fifty Thousand Dollars ($1,250,000.00) shall be expended
in this state;

5. The production company shall provide evidence of a
recognizable domestic or foreign distribution agreement within ene

hundred—eighty—+806)—days one (1) year from the end of principal
photography; and

6. The production company shall provide evidence of a
certificate of general liability insurance with a minimum coverage
of One Million Dollars ($1,000,000.00) and a workers’ compensation
policy pursuant to state law, which shall include coverage of
employer’s liability.

E. A production company shall not be eligible to receive both a
rebate payment pursuant to the provisions of this act and an
exemption from sales taxes pursuant to the provisions of paragraph
21 of Section 1357 of this title. 1If a production company has
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received such an exemption from sales taxes and submits a claim for
rebate pursuant to the provisions of the Compete with Canada Film
Act, the company shall be required to fully repay the amount of the
exemption to the Tax Commission. A claim for a rebate shall include
documentation from the Tax Commission that repayment has been made
as required herein or shall include an affidavit from the production
company that the company has not received an exemption from sales
taxes pursuant to the provisions of paragraph 21 of Sectlon 1357 of
this title. i bat the—produ
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B+~ F. The Office shall approve or disapprove all claims for
rebate and shall notify the Tax Commission. The Tax Commission
shall issue payment for all approved claims from funds in the
Oklahoma Film Enhancement Rebate Program Revolving Fund created in
Section 3625 of this title on or after July 1, 2006, and on or after
each July 1 thereafter following the fiscal year in which the
documented expenditures were made. The amount of payments in any
single fiscal year shall not exceed TwoMillienDbellars
4526060560606 Five Million Dollars ($5,000,000.00). If the amount
of approved claims exceeds the—amournt—of menies—avaitabte—Ffeor—+the
making—ofrebate payments—3in—+thefund-or eeeds the amount
specified in this subsection in a fiscal year, payments shall be
made in the order in which the claims are approved by the Office.

If an approved claim is not paid in whole or in part, the unpaid
claim or unpaid portion may be paid in the following fiscal year
subject to the limitations specified in this subsection.

SECTION 1lo. AMENDATORY 68 0.S. 2001, Section 3625, is
amended to read as follows:

Section 3625. A. There is hereby created in the State Treasury
a revolving fund for the Oklahoma Tax Commission to be designated
the “Oklahoma Film Enhancement Rebate Program Revolving Fund”. The
fund shall be a continuing fund, not subject to fiscal year
limitations, and shall consist of all monies received by the Tax
Commission which are specifically required by law to be deposited in
the fund and any public or private donations, contributions, and
gifts received for the benefit of the fund. All monies accruing to
the credit of the fund are hereby appropriated and may be budgeted
and expended by the Tax Commission for the purpose of paying rebates
as provided in this act. Expenditures from the fund shall be made
upon warrants issued by the State Treasurer against claims filed as
prescribed by law with the Director of State Finance for approval
and payment.

B. The Oklahoma Tax Commission shall apportion, from the
revenues which would otherwise be apportioned to the General Revenue
Fund pursuant to subparagraph a of paragraph 1 of Section 2352 of
this title, an amount that the Commission estimates to be necessary
to pay the rebates provided by Section 3624 of this title to the
Oklahoma Film Enhancement Rebate Program Revolving Fund.

SECTION 17. AMENDATORY 68 0.S. 2001, Section 6003.1, as
amended by Section 15, Chapter 535, 0.S.L. 2004 (68 0.S. Supp. 2004,
Section 6003.1), is amended to read as follows:

Section 6003.1 The purchaser of an aircraft with a selling
price in excess of FwoMitlien Five HundredTFhousandbellars
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+52-566+-0666-06080)> Five Million Dollars ($5,000,000.00) may request
that the excise tax paid pursuant to the provisions of Section 6002
of this title be designated for a specific general aviation airport,
including reliever airports owned or controlled by a municipality in
this state. The request shall be submitted to the Oklahoma
Aeronautics Commission within twenty (20) days of the transfer of
legal ownership of the aircraft. If the Aeronautics Commission
approves the request, it shall dedicate the excise tax paid by the
purchaser to the airport designated by the purchaser.

SECTION 18. REPEALER 68 0.S. 2001, Section 1357.8, 1is
hereby repealed.

SECTION 19. NEW LAW A new section of law not to be
codified in the Oklahoma Statutes reads as follows:

Notwithstanding any other provision of law to the contrary, the
provisions of this act shall not become effective as law unless
Enrolled Senate Bill No. 435 of the 1lst Session of the 50th Oklahoma
Legislature is enacted into law.

SECTION 20. Sections 4, 5, o6, 7, 8, 9, 14, 15, 16, 17 and 18 of
this act shall become effective July 1, 2005.

SECTION 21. Sections 1, 2 and 3 of this act shall become
effective July 1, 2006.

SECTION 22. Sections 10, 11, 12 and 13 of this act shall become
effective January 1, 2006.

SECTION 23. It being immediately necessary for the preservation
of the public peace, health and safety, an emergency is hereby
declared to exist, by reason whereof this act shall take effect and
be in full force from and after its passage and approval.
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Passed the House of Representatives the 26th day of May, 2005.

Presiding Officer of the House of
Representatives

Passed the Senate the 27th day of May, 2005.

Presiding Officer of the Senate
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