The tenant of a certified incubator is exempt from state tax liability on income earned as a result of activities conducted as an occupant in an incubator for up to ten years from the occupancy date in an incubator site in accordance with rules of the Oklahoma Tax Commission. The exemption remains in effect after the date the tenant is no longer an occupant in an incubator, but not to exceed a total of ten years. In order to qualify for the income tax exemption for the sixth through tenth year, the tenant must make at least seventy-five percent of its gross sales to buyers located outside the state or to the federal government. State regulations are subject to change. Please check with a tax professional about current state tax regulations.

Small Business Incubator Tax Exemption

(74 O.S. § 5071-5079)

Incentive Summary:

A business incubator is a facility in which small businesses may rent space and where management provides business development services, such as financial consulting and marketing assistance.

Sponsor

The income of a sponsor of a certified incubator is exempt from Oklahoma income taxes on income earned from rental fees, other income derived from services provided to the tenants, or for providing funding for an incubator site. This exemption is for ten years from the date of the tenant’s occupancy within an incubator. 

Tenant

The tenant is exempt from state tax liability on income earned as a result of activities conducted as an occupant in a certified incubator for up to ten years from the occupancy date in an incubator site in accordance with rules of the Oklahoma Tax Commission.  The exemption remains in effect after the date the tenant is no longer an occupant in an incubator, but not to exceed a total of ten years.  

In order to qualify for the income tax exemption for the sixth through tenth year, the tenant must make at least seventy-five percent of its gross sales to buyers located outside the state or to the federal government .


Procedure:

Sponsors


A sponsor must be a certified incubator with the Oklahoma Department of Commerce. An approved Small Business Incubator Certification Application & Checklist must be submitted with the Oklahoma income tax return of the sponsor when it is filed at the Oklahoma Tax Commission.

Tenant

The exemption may be claimed and reported on OTC Form 512.  The exemption can be claimed for a sole proprietor on OTC Form 511.  You must also file an OTC Form 511CR.

