© 00N O~ WNDN

e~ il i e
O D wNBRE O

FIRST REGULAR SESSION

HOUSE BILL NO. 210

94TH GENERAL ASSEMBLY

INTRODUCED BY REPRESENTATIVES ROBB (Sponsor) AND STORCH (Co-sponsor).
Pre-filed January 2, 2007 and copies ordered printed.

D. ADAM CRUMBLISS, Chief Clerk
0726L.011

AN ACT

To amend chapter 135, RSMo, by adding thereto one new section relating to a tax credit for
qualified equity investments.

Be it enacted by the General Assembly of the state of Missouri, as follows:

Section A. Chapter 135, RSMo, is amended by adding thereto one new section, to be
known as section 135.662, to read as follows:

135.662. 1. Asused in thissection, the following terms mean:

(1) "Adjusted purchaseprice", the product of:

(a) Theamount paid totheissuer of aqualified equity investment for such qualified
equity investment; and

(b) Thefollowing fraction:

a. Thenumerator shall bethedollar amount of qualified low-income community
investments held by the issuer in this state as of the credit allowance date during the
applicabletax year; and

b. The denominator shall be the total dollar amount of qualified low-income
community investments held by the issuer as of the credit allowance date during the
applicabletax year;

(2) " Applicablepercentage’ , fiveper cent for each of thefir st threecredit allowance
datesand six percent for the next four credit allowance dates,

(3) " Credit allowance date", with respect to any qualified equity investment:

(&) Thedateon which such investment isinitially made; and

EXPLANATION — Matter enclosed in bold-faced brackets [thus] in the above bill isnot enacted and is intended
to be omitted from the law. Matter in bold-face typein the above bill is proposed language.
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(b) Each of the six anniversary dates of such date ther eafter;

(4) " Qualified community development entity" , thedefinition given in Section 45D
of thelnternal Revenue Code of 1986, asamended; provided that such entity hasentered
into an allocation agreement with the community development financial institutionsfund
of the United States Treasury Department with respect to credits authorized by Section
45D of the Internal Revenue Code of 1986, as amended;

(5) "Long-term debt security", any debt instrument issued by a qualified
community development entity, at par valueor apremium, with an original maturity date
of at least seven years from the date of its issuance, with no acceleration of repayment,
amortization, or prepayment features before its original maturity date, and with no
distribution, payment, or interest features related to the profitability of the qualified
community development entity or the performance of the qualified community
development entity'sinvestment portfolio. Thissubdivision shall not be construed tolimit
the holder's ability to accelerate payments on the debt instrument where the issuer has
defaulted on covenants designed to ensure compliance with this section or Section 45D of
the Internal Revenue Code of 1986, as amended;

(6) " Qualified active low-income community business', the meaning given such
termin Section 45D of thelnternal Revenue Code of 1986, asamended; provided that any
businessthat derives or projectsto derive fifteen percent or more of its annual revenue
from therental or sale of real estate shall not be deemed a qualified active low-income
community business;

(7) "Qualified equity investment”, any equity investment in, or long-term debt
security issued by, a qualified community development entity that:

(a) Isacquired after August 28, 2007, at itsoriginal issuance solely in exchangefor
cash;

(b) Hasat least eighty-five percent of its cash purchase price used by theissuer to
make qualified low-income community investments; and

(c) Isdesignated by theissuer asa qualified equity investment.

"Qualified equity investment" shall include any investment that does not meet the
provision in paragraph (a) of this subdivision if such investment was a qualified equity
investment in the hands of a prior holder;

(8 "Qualified low-income community investment”, any capital or equity
investment in, or loan to, any qualified active low-income community business. With
respect to any one qualified active low-income community business, on a collective basis
with all of itsaffiliates, the maximum amount of investment that any qualified community
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development entity, on an aggregate basis with all of its affiliates, may use for the
calculation of any numerator described in paragraph (b) of subdivision (1) of subsection
1 of this section shall beten million dollars;

(9) "Taxcredit", acredit against thetax otherwise dueunder chapter 143, RSMo,
excludingwithholdingtax imposed in sections143.191to 143.265, RSM o, or otherwisedue
under section 375.916, RSMo, or chapter 147, 148, or 153, RSMo;

(10) " Taxpayer" ,anyindividual or entity subject tothetaximposed in chapter 143,
RSM o, excludingwithholdingtax imposed in sections143.191t0 143.265, RSM o, or thetax
imposed in section 375.916, RSM o, or chapter 147, 148, or 153, RSMo.

2. For all taxable yearsbeginning on or after January 1, 2008, a taxpayer shall be
allowed atax credit for qualified equity investmentsheld on acredit allowancedateof such
qualified equity investment during thetaxable year including such credit allowance date.
Thetax credit amount shall beequal totheapplicable per centage of theadjusted purchase
pricepaid totheissuer of such qualified equity investment. Theamount of thetax credit
issued shall not exceed the amount of the taxpayer's state tax liability for thetax year for
which thetax credit isclaimed. Notax credit issued under thissection shall berefundable
or transferable. Tax credits earned by a partnership, limited liability company, S
cor poration, or other pass-through entity may be allocated to the partners, members, or
shareholders of such entity for their direct usein accordance with the provisions of any
agreement among such partners, members, or shareholders. Any amount of tax credit that
thetaxpayer is prohibited by this section from claiming in ataxable year may be carried
forward toany of thetaxpayer'ssubsequent taxableyears. Theamount of tax creditsthat
may be allocated by the department of economic development under this section in each
fiscal year shall not exceed fifteen million dollars.

3. Theissuer of the qualified equity investment shall certify to the department of
economic development the anticipated dollar amount of such investmentsto be made in
thisstate during thefirst twelve-month period following theinitial credit allowance date.
If on the second credit allowance date, the actual dollar amount of such investmentsis
different than theamount estimated, thedepar tment of economic development shall adjust
the creditsarising on the second allowance date to account for such difference.

4. Thedepartment of economic development shall recapturethetax credit allowed
under this section with respect to such qualified equity investment under this section if:

(1) Any amount of thefederal tax credit availablewith respect toaqualified equity
investment that iseligible for atax credit under this section isrecaptured under Section
45D of the Internal Revenue Code of 1986, as amended; or
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(2) The issuer redeems or makes any principal repayment with respect to a
gualified equity investment befor ethe seventh anniver sary of theissuance of the qualified
equity investment.

Any tax credit that is subject to recapture shall be recaptured from the taxpayer that
claimed the tax credit on areturn.

5. Thedepartment of economic development shall promulgate rulesto implement
theprovisionsof thissection. Therulesshall includeprovisionsfor recapturingon ascaled
proportional basis, and shall include provisions for administering the allocation of tax
creditsissued for qualified equity investmentson afir st-come-first-served basis. Anyrule
or portion of arule, asthat termisdefined in section 536.010, RSM o, that iscreated under
the authority delegated in this section shall become effective only if it complies with and
issubject toall of theprovisionsof chapter 536, RSM o, and, if applicable, section 536.028,
RSMo. This section and chapter 536, RSMo, are nonseverable and if any of the powers
vested with the general assembly pursuant to chapter 536, RSM o, to review, to delay the
effective date, or to disapprove and annul a rule are subsequently held unconstitutional,
then thegrant of rulemaking authority and any rule proposed or adopted after August 28,
2007, shall be invalid and void.

6. Any taxpayer who makes a qualified equity investment before the date the
program in this section terminates under subsection 7 of this section shall be allowed to
claim tax creditsrelating to such qualified equity investments for each credit allowance
date occurring after such termination date.

7. Under section 23.253, RSMo, of the Missouri Sunset Act:

(1) The provisions of the new program authorized under this section shall
automatically sunset six year safter the effectivedate of thissection unlessreauthorized by
an act of the general assembly; and

(2) If such program is reauthorized, the program authorized under this section
shall automatically sunset twelveyear safter theeffectivedateof thereauthorization of this
section; and

(3) Thissection shall terminateon September first of thecalendar year immediately
following the calendar year in which the program authorized under this section issunset.
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