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AN ACT

To repeal sections 32.105, 135.967, 620.495, and 620.1881, RSMo, and to enact in lieu thereof
seven new sections relating to tax incentives for business devel opment.

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

Section A. Sections 32.105, 135.967, 620.495, and 620.1881, RSMo, are repeaed and
seven new sections enacted in lieu thereof, to be known as sections 32.105, 135.967, 144.057,
348.273, 348.274, 620.495, and 620.1881, to read as follows:

32.105. Asused in sections 32.100 to 32.125, the following terms mean:

(1) "Affordable housing assistance activities', money, real or personal property, or
professional services expended or devoted to the construction, or rehabilitation of affordable
housing units;

(2) "Affordable housing unit", a residential unit generally occupied by persons and
families with incomes at or below the level s described in this subdivision and bearing a cost to

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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the occupant no greater than thirty percent of the maximum eligible household income for the
affordable housing unit. In the case of owner-occupied units, the cost to the occupant shall be
considered the amount of the gross monthly mortgage payment, including casualty insurance,
mortgage insurance, and taxes. In the case of rental units, the cost to the occupant shall be
considered the amount of the gross rent. The cost to the occupant shall include the cost of any
utilities, other than telephone. If any utilities are paid directly by the occupant, the maximum
cost that may be paid by the occupant is to be reduced by a utility allowance prescribed by the
commission. Persons or families are eligible occupants of affordable housing units if the
household combined, adjusted grossincome asdefined by the commissionisequal to or lessthan
the following percentages of the median family income for the geographic area in which the
residential unit is located, or the median family income for the state of Missouri, whichever is
larger; ("geographic area’ means the metropolitan area or county designated as an area by the
federal Department of Housing and Urban Development under Section 8 of the United States
Housing Act of 1937, as amended, for purposes of determining fair market rental rates):

Percent of State or
Geographic Area Family

Size of Household Median Income

One Person 5%

Two Persons 40%
Three Persons 45%
Four Persons 50%
Five Persons 54%
Six Persons 58%
Seven Persons 62%
Eight Persons 66%

(3) "Businessfirm", person, firm, apartner in afirm, corporation or ashareholder in an
Scorporation doing businessin the state of Missouri and subject to the stateincometax imposed
by the provisions of chapter 143, RSMo, including any charitable organization that is exempt
from federal income tax and whose Missouri unrelated business taxable income, if any, would
be subject to the state income tax imposed under such chapter, or a corporation subject to the
annual corporation franchise tax imposed by the provisions of chapter 147, RSMo, or an
insurance company paying an annual tax on its gross premium receipts in this state, or other
financial institution paying taxesto the state of Missouri or any political subdivision of thisstate
pursuant to the provisions of chapter 148, RSMo, or an express company which pays an annual
tax on its gross receipts in this state;
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(4) "Commission”, the Missouri housing development commission;

(5) "Community services', any type of counseling and advice, emergency assistance or
medical carefurnishedtoindividualsor groupsinthe state of Missouri or transportation services
at below-cost rates as provided in sections 208.250 to 208.275, RSMo;

(6) "Crime prevention", any activity which aidsin the reduction of crimein the state of
Missouri;

(7) "Defenseindustry contractor", aperson, corporation or other entity which will be or
has been negatively impacted as aresult of its status as a prime contractor of the Department of
Defense or as a second or third tier contractor. A "second tier contractor” means a person,
corporation or other entity which contracts to perform manufacturing, maintenance or repair
servicesfor aprime contractor of the Department of Defense, and a"third tier contractor” means
a person, corporation or other entity which contracts with a person, corporation or other entity
which contracts with a prime contractor of the Department of Defense;

(8) "Doing business’, among other methods of doing businessin the state of Missouri,
apartner in afirm or ashareholder in an S corporation shall be deemed to be doing businessin
the state of Missouri if such firm or S corporation, as the case may be, is doing businessin the
state of Missouri;

(99 "Economic development”, the acquisition, renovation, improvement, or the
furnishing or equipping of existing buildingsand real estate in distressed or blighted areas of the
state when such acquisition, renovation, improvement, or the furnishing or equipping of the
business devel opment projectswill result in the creation or retention of jobswithin the state; or,
until June 30, 1996, a defense conversion pilot project located in a standard metropolitan
statistical area which contains a city with a population of at least three hundred fifty thousand
inhabitants, which will assist Missouri-based defense industry contractors in their conversion
from predominately defense-related contracting to nondefense-oriented manufacturing. Only
nei ghborhood organizations, asdefined in subdivision (13) of thissection, may apply to conduct
economic development projects. Prior to the approval of an economic development project, the
neighborhood organization shall enter into a contractual agreement with the department of
economic development. Credits approved for economic development projects may not exceed
[four] six million dollarsfrom within any onefiscal year'sallocation[, except that for fiscal years
2005, 2006, and 2007 credits approved for economic development projects shall not exceed six
million dollars]. Neighborhood assistance program tax credits for economic development
projects and affordabl e housing assi stance as defined in section 32.111 may betransferred, sold
or assigned by a notarized endorsement thereof naming the transferee;

(10) "Education", any type of scholastic instruction or scholarship assistance to an
individual who residesin the state of Missouri that enables the individual to prepare himself or
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herself for better opportunities or community awareness activities rendered by a statewide
organization established for the purpose of archeological education and preservation;

(11) "Homeless assistance pilot project”, the program established pursuant to section
32.117,

(212) "Job training”, any type of instruction to an individual who resides in the state of
Missouri that enables the individual to acquire vocational skills so that the individual can
become employable or be able to seek a higher grade of employment;

(13) "Neighborhood organization™, any organization performing community servicesor
economic development activities in the state of Missouri and:

(&) Holdingaruling fromthe Internal Revenue Service of the United States Department
of the Treasury that the organization is exempt from income taxation pursuant to the provisions
of the Internal Revenue Code; or

(b) Incorporated in the state of Missouri as a not-for-profit corporation pursuant to the
provisions of chapter 355, RSMo; or

(c) Designated as a community development corporation by the United States
government pursuant to the provisions of Title VII of the Economic Opportunity Act of 1964,

(14) "Physical revitaization", furnishing financial assistance, labor, material, or technical
adviceto aid in the physical improvement or rehabilitation of any part or all of a neighborhood
areq,

(15) "Scorporation”, acorporation described in Section 1361(a)(1) of the United States
Internal Revenue Code and not subject to the taxes imposed by section 143.071, RSMo, by
reason of section 143.471, RSMo;

(16) "Workfare renovation project”, any project initiated pursuant to sections 215.340
to 215.355, RSMo.

135.967. 1. A taxpayer who establishes a new business facility may, upon approval by
the department, be allowed a credit, each tax year for up to ten tax years, in an amount
determined as set forth in this section, against the tax imposed by chapter 143, RSMo, excluding
withholding tax imposed by sections 143.191 to 143.265, RSMo. No taxpayer shall receive
multiple ten-year periods for subsequent expansions at the same facility.

2. Notwithstanding any provision of law to the contrary, any taxpayer who establishes
anew businessfacility in an enhanced enterprise zone and is awarded state tax creditsunder this
section may not also receive tax credits under sections 135.100 to 135.150, sections 135.200 to
135.268, or section 135.535.

3. No credit shall be issued pursuant to this section unless:
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(1) The number of new business facility employees engaged or maintained in
employment at the new business facility for the taxable year for which the credit is clamed
equals or exceeds two; and

(2) The new business facility investment for the taxable year for which the credit is
claimed equals or exceeds one hundred thousand dollars.

4. The annual amount of credits allowed for an approved enhanced business enterprise
shall be the lesser of:

(1) The annual amount authorized by the department for the enhanced business
enterprise, which shall be limited to the projected state economic benefit, as determined by the
department; or

(2) The sum calculated based upon the following:

(&) A credit of four hundred dollars for each new business facility employee employed
within an enhanced enterprise zone;

(b) Anadditional credit of four hundred dollarsfor each new businessfacility employee
who isaresident of an enhanced enterprise zone;

(c) Anadditional credit of four hundred dollarsfor each new businessfacility employee
who is paid by the enhanced business enterprise a wage that exceeds the average wage paid
within the county in which the facility is located, as determined by the department; and

(d) A credit equal to two percent of new businessfacility investment within an enhanced
enterprise zone.

5. Prior to January 1, 2007, in no event shall the department authorize more than four
million dollars annually to beissued for all enhanced business enterprises. After December 31,
2006, in no event shall the department authorize more than [fourteen] twenty-four million
dollars annually to be issued for all enhanced business enterprises.

6. If afacility, which does not constitute a new business facility, is expanded by the
taxpayer, the expansion shall be considered dligible for the credit allowed by this section if:

(1) The taxpayer's new business facility investment in the expansion during the tax
period in which the credits alowed in this section are claimed exceeds one hundred thousand
dollars and if the number of new business facility employees engaged or maintained in
employment at the expansion facility for the taxable year for which credit is claimed equals or
exceedstwo, and the total number of employees at the facility after the expansionisat least two
greater than the total number of employees before the expansion; and

(2) The taxpayer's investment in the expansion and in the original facility prior to
expansion shall be determined in the manner provided in subdivision (14) of section 135.950.

7. The number of new business facility employees during any taxable year shall be
determined by dividing by twelve the sum of the number of individuals employed on the last
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business day of each month of such taxableyear. If the new businessfacility isin operation for
less than the entire taxable year, the number of new business facility employees shall be
determined by dividing the sum of the number of individuals employed on thelast business day
of each full calendar month during the portion of such taxable year during which the new
businessfacility wasin operation by the number of full calendar months during such period. For
the purpose of computing the credit allowed by this section in the case of a facility which
gualifies as a new business facility under subsection 6 of this section, and in the case of anew
businessfacility which satisfies the requirements of paragraph (c) of subdivision (14) of section
135.950, or subdivision (22) of section 135.950, the number of new businessfacility employees
at such facility shall be reduced by the average number of individuals employed, computed as
provided in this subsection, at the facility during the taxable year immediately preceding the
taxable year in which such expansion, acquisition, or replacement occurred and shall further be
reduced by the number of individuals employed by the taxpayer or related taxpayer that was
subsequently transferred to the new businessfacility from another Missouri facility and for which
credits authorized in this section are not being earned, whether such credits are earned because
of an expansion, acquisition, relocation, or the establishment of a new facility.

8. Inthe case where anew business facility employee who is aresident of an enhanced
enterprise zone for less than a twelve-month period is employed for less than a twelve-month
period, the credits allowed by paragraph (b) of subdivision (2) of subsection 4 of this section
shall be determined by multiplying four hundred dollars by a fraction, the numerator of which
isthe number of calendar days during the taxpayer'stax year for which such creditsare claimed,
in which the employee was a resident of an enhanced enterprise zone, and the denominator of
which isthree hundred sixty-five.

9. For the purpose of computing the credit allowed by this section in the case of afacility
which qualifiesasanew businessfacility pursuant to subsection 6 of thissection, andinthe case
of anew business facility which satisfies the requirements of paragraph (c) of subdivision (14)
of section 135.950 or subdivision (22) of section 135.950, the amount of the taxpayer's new
businessfacility investment in such facility shall be reduced by the average amount, computed
as provided in subdivision (14) of section 135.950 for new business facility investment, of the
investment of the taxpayer, or related taxpayer immediately preceding such expansion or
replacement or at the time of acquisition. Furthermore, the amount of the taxpayer's new
businessfacility investment shall also be reduced by the amount of investment employed by the
taxpayer or rel ated taxpayer which was subsequently transferred to the new businessfacility from
another Missouri facility and for which credits authorized in this section are not being earned,
whether such credits are earned because of an expansion, acquisition, relocation, or the
establishment of anew facility.
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10. For a taxpayer with flow-through tax treatment to its members, partners, or
shareholders, the credit shall be allowed to members, partners, or shareholdersin proportion to
their share of ownership on the last day of the taxpayer's tax period.

11. Credits may not be carried forward but shall be claimed for the taxable year during
which commencement of commercial operations occurs at such new business facility, and for
each of the nine succeeding taxable years for which the credit isissued.

12. Certificates of tax credit authorized by this section may be transferred, sold, or
assigned by filing anotarized endorsement thereof with the department that namesthetransferee,
the amount of tax credit transferred, and the value received for the credit, as well as any other
information reasonably requested by the department. The sale price cannot be less than
seventy-five percent of the par value of such credits.

13. The director of revenue shall issue a refund to the taxpayer to the extent that the
amount of credits allowed in this section exceeds the amount of the taxpayer's income tax.

14. Prior to the issuance of tax credits, the department shall verify through the
department of revenue, or any other state department, that the tax credit applicant does not owe
any delinquent income, sales, or usetax or interest or penalties on such taxes, or any delinquent
feesor assessmentslevied by any state department and through the department of insurance that
the applicant does not owe any delinquent insurancetaxes. Such delinquency shall not affect the
authorization of the application for such tax credits, except that the amount of creditsissued shall
be reduced by the applicant's tax delinquency. If the department of revenue or the department
of insurance, or any other state department, concludes that a taxpayer is delinquent after June
fifteenth but before July first of any year and the application of tax creditsto such delinquency
causesatax deficiency on behalf of thetaxpayer to arise, then the taxpayer shall be granted thirty
days to satisfy the deficiency in which interest, penalties, and additions to tax shall be tolled.
After applying all available credits toward a tax delinquency, the administering agency shall
notify the appropriate department, and that department shall update the amount of outstanding
delinquent tax owed by the applicant. If any creditsremain after satisfyingall insurance, income,
sales, and use tax delinquencies, the remaining credits shall be issued to the applicant, subject
to the restrictions of other provisions of law.

144.057. In addition to the exemptionsgranted under thischapter, thereshall also
be specifically exempted from state and local sales and use taxes defined, levied, or
calculated under section 32.085, RSMo, sections 144.010 to 144.525, sections 144.600 to
144.761, or section 238.235, RSM o, all tangible personal property included on the United
States munitions list, as provided in 22 CFR 121.1, sold to or purchased by any foreign
government or agency or instrumentality of such foreign government which isused for a
governmental purpose.
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348.273. Asused in sections 348.273 and 348.274, thefollowing terms shall mean:

(1) " Distressed community", asdefined in section 135.530, RSMo;

(2) " Equity investment™ , money or money equivalent in consider ation for qualified
securities. An equity investment shall be deemed to have been made on the date of
acquisition of the qualified security, as such date is determined in accordance with the
provisions of the Internal Revenue Code;

(3 "Investor":

(& Anindividual whoisan accredited investor, asdefined in 17 CFR 230.501(a)
asin effect on August 28, 2008, and who seeks high returnsthrough private investments
in start-up companiesand may also seek activeinvolvement in those businessinvestments,
such as consulting and mentoring the entrepreneur; or

(b) Any partnership, corporation, trust, limited liability company, or not-for-profit
entity that was established and is operated for the purpose of making preseed and seed
stage investmentsin start-up companies;

(4) " Qualified Missouri business' , an independently owned and oper ated business
which is headquartered and located in this state and which isin need of venture capital.
Such businessshall haveno mor ethan two hundr ed employees, eighty per cent of which are
employed in this state. Such business shall be involved in commer ce for the purpose of
manufacturing, processing, or assembling products, conductingresear ch and development,
or providing servicesin interstate commer ce but excluding retail, real estate, real estate
development, insurance, and professional services provided by accountants, lawyers, or
physicians. At thetimeapproval issought, such businessshall bea small businessconcern
that meets the requirements of the United States Small Business Administration's
qualification size standards for its venture capital program, as defined in the Small
Business Investment Act of 1958, as amended, and rules promulgated in 13 CFR
121.301(c), asamended;

(5) "Qualified securities', equity securitiesthat are not redeemable within seven
years of issuance and that have been approved in form and substance by the Missouri
technology cor poration. Forms of such equity securitiesinclude:

(@) A general or limited partnership interest;

(b) Common stock;

(c) Preferred stock, with or without voting rights, without regard to seniority
position, and whether or not convertible into common stock; or

(d) Any form of convertible debt, upon the conversion of paragraph (a), (b), or (c)
of thissubdivision;



H.B. 2058 9

36
37
38
39
40
41

42
43
44
45

46
47

© 00N O~ WN

NNNNRPRRRRRRRRR R
WNPOWOWOWNO®UuMOWNIEPREPRO

(6) "Rural area", any city, town, or village with fewer than fifteen thousand
inhabitantsand located in any county that isnot part of astandard metropolitan statistical
area as defined by the United States Department of Commerce or its successor agency.
However, any such city, town, or village located in any county so defined as a standard
metropolitan statistical area may be designated a rural area by the office of rural
development if:

(@) A substantial number of personsin such county derive their income from
agriculture;

(b) The county has only one city within the county having a population of more
than fifteen thousand and is classified as a standard metropolitan statistical area; and

(c) All other cities, towns, and villagesin that county havea population of lessthan
fifteen thousand.

348.274. 1. The Missouri technology corporation may authorize tax credits to
encour age equity investment into technology-based early stage Missouri companies.

2. If a qualified Missouri business is approved by the Missouri technology
cor por ation, theinvestor swho contributethefir st fivehundred thousand dollar sin equity
investment in the qualified Missouri business may be issued a tax credit in the year the
equity investment ismade. Thetax credit shall bein atotal amount equal tothirty percent
of such investors equity investment in any qualified Missouri business, subject to the
limitations set forth in subsection 5 of this section. However, if the qualified Missouri
businessinvested inislocated in arural areaor adistressed community, theinvestorsmay
be issued atax credit for forty percent of such investment, subject to the limitations set
forth in subsection 5 of this section.

3. (1) Beforeaninvestor may beentitled toreceivetax credits, asauthorized by this
section, such investor shall have made an equity investment in a qualified security of a
qgualified Missouri business. This business shall have been approved by the Missouri
technology cor poration asaqualified Missouri businessprior tothedateon which thecash
investment wasmade. To bedesignated asa qualified Missouri business, a business shall
makeapplication to Missouri technology cor por ation in accor dancewith the provisions of
thissection. Such application shall bein form and substance asrequired by the Missouri
technology cor poration but shall include at least the following:

(&) Thename of thebusinessand certified copiesof the organizational documents
of the business;

(b) A businessplan, including a description of the business and the management,
product, market, and financial plan of the business,



H.B. 2058 10

24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57

58
59

(c) A statement of the business innovative and proprietary technology, product,
or service

(d) A statement of the potential economic impact of the enterprise including the
number, location, and types of jobs expected to be created;

(e) A description of thequalified securitiestobeissued, theconsideration tobepaid
for the qualified securities, the amount of any tax creditsrequested, and the earliest year
in which thetax credits may be redeemed;

(f) A statement of the amount, timing, and projected use of the proceeds to be
raised from the proposed sale of qualified securities; and

(g) Other information asthe Missouri technology cor poration may request, such
as the names, addresses, and taxpayer identification numbers of all investors who may
qualify for thetax credit. Such list of investorswho may qualify for thetax credits shall
be amended asnew qualified securitiesare sold or asany information on thelist changes.

(2) No business shall be designated as a qualified Missouri business unless such
business meets all of the following criteria:

(& The business shall not have had annual gross revenues of more than three
million dollarsin the most recent tax year of the business,

(b) Thebusiness shall not have owner ship interestsincluding, but not limited to,
common or preferred sharesof stock that can betraded by thepublicviaastock exchange,
electronicexchange, bulletin board, or other publicmarket placeon or beforethedatethat
a qualifying investment is made;

(c) Thebusinessshall not beengaged primarily in any oneor mor e of thefollowing
enterprises:

a. The business of banking, savings and loan or lending institutions, credit or
finance, or financial brokerage or investments,

b. Professional services, such aslegal, accounting or engineering services,

c. Governmental, charitable, religiousor trade organizations;

d. Theownership, development, brokerage, sales, or leasing of real estate;

e. Insurance;

f. Construction or construction management or contracting;

g. Business consulting or brokerage;

h. Any business engaged primarily as a passive business, having irregular or
noncontinuousoper ations, or deriving substantially all of theincome of the businessfrom
passive investments that generate interest, dividends, royalties, or capital gains, or any
business arrangementsthe effect of which isto immunize an investor from risk of loss;

i. Any Missouri certified capital formation company;
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J. Any activity that isin violation of the law; and

k. Any businessraising money primarily to purchasereal estate, land, or fixtures;

(d) Thebusinessshall satisfy all other requirements of this section.

(3) The portions of documents and other materials submitted to the Missouri
technology cor poration that contain trade secrets shall be kept confidential and shall be
maintained in a secured environment by the president of the Missouri technology
corporation. For the purposes of this section, such portions of documents and other
materials shall mean any customer list, any formula, compound, production data, or
compilation of information certain individuals within a commercial concern using such
portions of documents and other material meansto fabricate, produce, or compound an
article of trade, or, any service having commercial value, which gives the user an
opportunity to obtain abusinessadvantage over competitor swho do not know or usesuch
service.

(4) A qualified Missouri businessshall havetheburden of proof to demonstrateto
the Missouri technology corporation the qualifications of the business under this section
and shall have the obligation to notify the Missouri technology corporation in a timely
manner of any changesin thequalificationsof thebusinessor in theéligibility of investors
to claim atax credit for cash investment in a qualified security.

4. Thedesignation of a businessasa qualified Missouri business shall be made by
the Missouri technology corporation, and such designation shall berenewed annually. A
business shall be so designated if the Missouri technology cor por ation deter mines, based
upon the application submitted by the business and any additional investigation the staff
of the Missouri technology corporation shall make, that the following criteria have been
or shall be satisfied:

(1) Thebusiness has a reasonable chance of success,

(2) Theability of investor sin thebusinesstoreceivetax creditsfor cash investments
in qualified securities of the businessisnecessary because funding otherwise availablefor
the businessis not available on commercially reasonable terms;

(3) Thebusiness has the reasonable potential to create measurable employment
within the state;

(4) The business has an innovative and proprietary technology, product, and
Service;

(5 The existing owners of the business and other founders have made or are
committed to make a substantial financial and time commitment to the business;

(6) Thesecuritiesto beissued and purchased are qualified securities; and
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(7) Binding commitments have been made by the business to the Missouri
technology corporation for adequate reporting of financial data, including arequirement
for an annual report, or, if required by the board of directorsof the Missouri technology
cor por ation, an annual audit of the financial and oper ational recor ds of the business, the
right of access to the financial records of the business, and the right of the Missouri
technology cor poration torecord and publish nor mal and customary dataand infor mation
related to the issuance of tax credits that are not otherwise determined to be trade or
business secrets;

5. TheMissouri technology cor por ation shall not issuetax creditsof morethan fifty
thousand dollarsto an investor per investment into a single, qualified Missouri company,
or for tax credits totaling more than one hundred thousand dollarsin a single year per
investor. Thetotal amount of tax creditsthat may be allowed under this section shall not
exceed five million dollars per tax year.

6. Thistax credit may beused in itsentirety in thetaxableyear in which theequity
investment is made or the credit may be carried forward for usein any of the next three
consecutive tax yearsuntil the total amount of the credit isused. Thetax credits may be
sold, assigned, exchanged, or otherwise transferred.

7. Tax creditsmay beused against thetax otherwisedueunder chapter 143, RSMo,
not including sections 143.191 to 143.265, RSMo.

8. A qualified Missouri businessfor which credits have been issued that relocates
its headquarters out of Missouri, ceases to employ eighty percent of its employees in
Missouri, altersthe principal nature of itsoperations, or divestsitself of key assets shall
upon demand by the Missouri technology cor por ation pay the stateof Missouri an amount
equal to the amount of creditsissued to its contributors.

9. The reasonable costs of the administration of this section, the review of
applications for certification as qualified Missouri businesses, and the issuance of tax
credits authorized by this section shall be reimbursed through fees paid by the qualified
Missouri businesses and the investors or the transferees of investors, according to a
reasonable fee schedule adopted by the Missouri technology cor poration.

10. In addition toreportsby thebusinessestothe Missouri technology cor por ation
and its board of directors, the Missouri technology cor poration shall also providein its
annual report information on the marketing and use of the investor tax credits. This
report shall include the following:

(1) The amount of tax credits used in the previous fiscal year including what
per centage was claimed by individuals and what percentage was claimed by firms and
other entities;
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(2) Thetypesof businessesthat benefited from the tax credits, and

(3) Any aggregatejob creation or capital investment in Missouri that resulted from
the use of the tax creditsfor a period of five years beginning from the date on which the
tax creditswere awar ded.

In addition, the annual report shall provide information regarding what businesses
deriving a benefit from the tax credits remained in Missouri, what businesses ceased
business, what businesses were purchased, and what businesses may have moved
out-of-state and the reason for such move.

620.495. 1. Thissection shall be known asthe "Small Business Incubators Act".

2. Asused in this section, unless the context clearly indicates otherwise, the following
words and phrases shall mean:

(1) "Department”, the department of economic development;

(2) "Incubator", a program in which small units of space may be leased by atenant and
in which management maintains or provides accessto business devel opment servicesfor use by
tenants or a program without infrastructure in which participants avail themselves of business
development servicesto assist in the growth of their start-up small businesses;

(3) "Local sponsor” or "sponsor", an organi zation which entersinto awritten agreement
with the department to establish, operate and administer a small businessincubator program or
to provide funding to an organization which operates such a program;

(4) "Participant”, a sole proprietorship, business partnership or corporation operating a
business for profit through which the owner avails himself or herself of business devel opment
services in an incubator program;

(5) "Tenant", a sole proprietorship, business partnership or corporation operating a
business for profit and leasing or otherwise occupying space in an incubator.

3. There is hereby established under the direction of the department a loan, loan
guarantee and grant program for the establishment, operation and administration of small
businessincubators, to be known as the "Small Business Incubator Program”. A local sponsor
may submit an application to the department to obtain aloan, |oan guarantee or grant to establish
an incubator. Each application shall:

(1) Demonstrate that a program exists that can be transformed into an incubator at a
specified cost;

(2) Demonstrate the ability to directly provide or arrange for the provision of business
devel opment servicesfor tenantsand participants of theincubator. These servicesshall include,
but need not belimited to, financial consulting assi stance, management and marketing assi stance,
business education, and physical services,
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(3) Demonstrateapotential for sustained useof theincubator program by eligibletenants
and participants, through a market study or other means,

(4) Demonstrate the ability to manage and operate the incubator program;

(5) Include such other information asthe department may require through itsguidelines.

4. The department shall review and accept applications based on the following criteria:

(1) Ability of the local sponsor to carry out the provisions of this section;

(2) Economic impact of the incubator on the community;

(3) Conformance with areawide and local economic development plans, if such exist;

(4) Locationof theincubator, in order to encourage geographic distribution of incubators
across the state.

5. Loans, loan guarantees and grants shall be administered in the following manner:

(1) Loans awarded or guaranteed and grants awarded shall be used only for the
acquisition and leasing of land and existing buildings, the rehabilitation of buildings or other
facilities, construction of new facilities, the purchase of equipment and furnishings which are
necessary for the creation and operation of the incubator, and business development services
including, but not limited to, business management advising and business education;

(2) Loans, loan guarantees and grants may not exceed fifty percent of total eligible
project costs;

(3) Payment of interest and principal on loans may be deferred at the discretion of the
department.

6. A loca sponsor, or the organization receiving assistance through the local sponsor,
shall have the following responsibilities and duties in establishing and operating an incubator
with assistance from the small business incubator program:

(1) Securetitle on afacility for the program or alease of afacility for the program;

(2) Managethe physical development of theincubator program, including the provision
of common conference or meeting space;

(3) Furnish and equip the program to provide business services to the tenants and
participants;

(4) Market the program and secure eligible tenants and participants;

(5) Provide financial consulting, marketing and management assistance services or
arrangefor the provision of these servicesfor tenantsand participants of theincubator, including
assistance in accessing private financial markets,

(6) Setrental and service fees;

(7) Encourage the sharing of ideas between tenants and participants and otherwise aid
the tenants and participants in an innovative manner while they are within the incubator;
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(8) Establish policiesand criteriafor the acceptance of tenants and participantsinto the
incubator and for the termination of occupancy of tenants so as to maximize the opportunity to
succeed for the greatest number of tenants, consistent with those specified in this section.

7. The department:

(1) May adopt such rules, statementsof policy, procedures, formsand guidelinesas may
be necessary for the implementation of this section;

(2) May make loans, loan guarantees and grants to local sponsors for incubators,

(3) Shall ensurethat local sponsors receiving loans, loan guarantees or grants meet the
conditions of this section;

(4) Shall receive and evaluate annual reports from local sponsors. Such annual reports
shall include, but need not be limited to, afinancial statement for the incubator, evidence that
all tenants and participantsin the program are eligible under the terms of this section, and alist
of companies in the incubator.

8. The department of economic development is also hereby authorized to review any
previous loans made under this program and, where appropriate in the department’s judgment,
convert such loansto grant status.

9. On or before January first of each year, the department shall provide areport to the
governor, the chief clerk of the house of representatives and the secretary of the senate which
shall include, but need not be limited to:

(1) Thenumber of applications for incubators submitted to the department;

(2) The number of applications for incubators approved by the department;

(3) The number of incubators created through the small business incubator program;

(4) The number of tenants and participants engaged in each incubator;

(5) The number of jobs provided by each incubator and tenants and participant of each
incubator;

(6) The occupancy rate of each incubator;

(7) The number of firms still operating in the state after leaving incubators and the
number of jobs they have provided.

10. Thereis hereby established in the state treasury a specia fund to be known as the
"Missouri Small Business Incubators Fund", which shall consist of all moneys which may be
appropriated to it by the general assembly, and also any gifts, contributions, grants or bequests
received from federal, private or other sources. Moneys for loans, loan guarantees and grants
under the small business incubator program may be obtained from appropriations made by the
general assembly from the Missouri small businessincubatorsfund. Any moneysremainingin
the Missouri small business incubators fund at the end of any fiscal year shall not lapse to the
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general revenue fund, as provided in section 33.080, RSMo, but shall remain in the Missouri
small business incubators fund.

11. For any taxable year beginning after December 31, 1989, ataxpayer, including any
charitable organization which is exempt from federal income tax and whose Missouri unrel ated
businesstaxableincome, if any, would be subject to the stateincome tax imposed under chapter
143, RSMo, shall be entitled to atax credit against any tax otherwise due under the provisions
of chapter 143, RSMo, or chapter 147, RSMo, or chapter 148, RSM o, excluding withhol ding tax
imposed by sections 143.191 to 143.265, RSMo, in the amount of fifty percent of any amount
contributed by the taxpayer to the Missouri small businessincubatorsfund during thetaxpayer's
tax year or any contribution by the taxpayer to a local sponsor after the local sponsor's
application has been accepted and approved by the department. The tax credit allowed by this
subsection shall be claimed by the taxpayer at the time he files his return and shall be applied
against the income tax liability imposed by chapter 143, RSMo, or chapter 147, RSMo, or
chapter 148, RSMo, after all other credits provided by law have been applied. That portion of
earned tax creditswhich exceedsthe taxpayer'stax liability may be carried forward for uptofive
years. The aggregate of all tax credits authorized under this section shall not exceed [five
hundred thousand] two million dollars in any taxable year.

12. Notwithstanding any provision of Missouri law to the contrary, any taxpayer may
sell, assign, exchange, convey or otherwise transfer tax credits allowed in subsection 11 of this
section under the terms and conditions prescribed in subdivisions (1) and (2) of this subsection.
Such taxpayer, hereinafter the assignor for the purpose of this subsection, may sell, assign,
exchange or otherwise transfer earned tax credits:

(1) For no lessthan seventy-five percent of the par value of such credits; and

(2) In an amount not to exceed one hundred percent of annual earned credits.

Thetaxpayer acquiring earned credits, hereinafter the assigneefor the purpose of thissubsection,
may use the acquired credits to offset up to one hundred percent of the tax liabilities otherwise
imposed by chapter 143, RSMo, or chapter 147, RSMo, or chapter 148, RSMo, excluding
withholding tax imposed by sections 143.191 to 143.265, RSMo. Unused creditsin the hands
of the assignee may be carried forward for up to five years. The assignor shall enter into a
written agreement with the assignee establishing the terms and conditions of the agreement and
shall perfect such transfer by notifying the department of economic development in writing
within thirty calendar days following the effective day of the transfer and shall provide any
information as may be required by the department of economic devel opment to administer and
carry out the provisionsof thissection. Thedirector of the department of economic devel opment
shall prescribe the method for submitting applicationsfor claiming the tax credit allowed under
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subsection 11 of this section and shall, if the application is approved, certify to the director of
revenue that the taxpayer claiming the credit has satisfied all the requirements specified in this
section and is dligible to claim the credit.

620.1881. 1. Thedepartment of economic development shall respond within thirty days
to acompany who provides anotice of intent with either an approval or arejection of the notice
of intent. The department shall give preference to qualified companies and projects targeted at
an area of the state which has recently been classified as a disaster area by the federa
government. Failure to respond on behalf of the department of economic development shall
result in the notice of intent being deemed an approva for the purposes of this section. A
qualified company who is provided an approval for a project shall be alowed a benefit as
provided in this program in the amount and duration provided in this section. A qualified
company may receive additional periods for subsequent new jobs at the same facility after the
full initial period if the minimum thresholds are met as set forth in sections 620.1875 to
620.1890. Thereisno limit onthe number of periodsaqualified company may participateinthe
program, as long as the minimum thresholds are achieved and the qualified company provides
the department with the required reporting and isin proper compliancefor thisprogram or other
state programs. A qualified company may elect to file anotice of intent to start a new project
period concurrent with an existing project period if the minimum thresholds are achieved and
the qualified company provides the department with the required reporting and is in proper
compliancefor this program and other state programs; however, the qualified company may not
receive any further benefit under the original approval for jobs created after the date of the new
notice of intent, and any jobs created before the new notice of intent may not be included as new
jobs for the purpose of benefit calculation in relation to the new approval.

2. Notwithstanding any provision of law to the contrary, any qualified company that is
awarded benefits under this program may not simultaneously receive tax credits or exemptions
under sections 135.100 to 135.150, sections 135.200 to 135.286, section 135.535, or sections
135.900 to 135.906, RSMo, at the same project facility. The benefits available to the company
under any other state programs for which the company is eligible and which utilize withholding
tax from the new jobs of the company must first be credited to the other state program beforethe
withholding retention level applicable under the Missouri quality jobs act will begin to accrue.
These other state programsinclude, but are not limited to, the new jobs training program under
sections 178.892 to 178.896, RSMo, the job retention program under sections 178.760 to
178.764, RSMo, the real property tax increment allocation redevel opment act, sections 99.800
to 99.865, RSMo, or the Missouri downtown and rural economic stimulus act under sections
99.915 to 99.980, RSMo. If any qualified company also participates in the new jobs training
program in sections 178.892 to 178.896, RSMo, the company shall retain no withholding tax,
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but the department shall issue arefundabletax credit for thefull amount of benefit allowed under
thissubdivision. The calendar year annual maximum amount of tax creditswhich may beissued
to aqualifying company that al so participatesin the new job training program shall beincreased
by an amount equivalent to the withholding tax retained by that company under the new jobs
training program. However, if the combined benefits of the quality jobs program and the new
jobs training program exceed the projected state benefit of the project, as determined by the
department of economic development through a cost-benefit analysis, the increase in the
maximum tax credits shall belimited to the amount that would not cause the combined benefits
to exceed the projected state benefit. Any taxpayer who isawarded benefits under this program
who knowingly hiresindividuals who are not allowed to work legally in the United States shall
immediately forfeit such benefits and shall repay the state an amount equal to any state tax
credits already redeemed and any withholding taxes already retained.

3. Thetypes of projects and the amount of benefits to be provided are:

(1) Small and expanding business projects: in exchange for the consideration provided
by the new tax revenues and other economic stimuli that will be generated by the new jobs
created by the program, aqualified company may retain an amount equal to the withholding tax
ascalculated under subdivision (32) of section 620.1878 from the new jobsthat would otherwise
be withheld and remitted by the qualified company under the provisions of sections 143.191 to
143.265, RSMo, for aperiod of three years from the date the required number of new jobswere
created if the average wage of the new payroll equals or exceeds the county average wage or for
aperiod of five yearsfrom the date the required number of new jobswere created if the average
wage of the new payroll equals or exceeds one hundred twenty percent of the county average
wage;

(2) Technology businessprojects: inexchangefor the consideration provided by the new
tax revenues and other economic stimuli that will be generated by the new jobs created by the
program, aqualified company may retain an amount equal to amaximum of five percent of new
payroll for a period of five years from the date the required number of jobs were created from
the withholding tax of the new jobs that would otherwise be withheld and remitted by the
qualified company under the provisions of sections 143.191 to 143.265, RSMo, if the average
wage of the new payroll equals or exceeds the county average wage. An additional one-half
percent of new payroll may be added to the five percent maximum if the average wage of the
new payroll in any year exceeds one hundred twenty percent of the county average wagein the
county inwhich the project facility islocated, plusan additional one-half percent of new payroll
may be added if the average wage of the new payroll in any year exceeds one hundred forty
percent of theaverage wagein the county in which the project facility islocated. Thedepartment
shall issue a refundable tax credit for any difference between the amount of benefit allowed
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under this subdivision and the amount of withholding tax retained by the company, in the event
the withholding tax is not sufficient to provide the entire amount of benefit due to the qualified
company under thissubdivision. The calendar year annual maximum amount of tax creditsthat
may be issued to any qualified company for aproject or combination of projectsisfive hundred
thousand dollars;

(3) Highimpact projects. in exchange for the consideration provided by the new tax
revenues and other economic stimuli that will be generated by the new jobs created by the
program, a qualified company may retain an amount from the withholding tax of the new jobs
that would otherwise be withheld and remitted by the qualified company under the provisions
of sections 143.191 to 143.265, RSMo, equal to three percent of new payroll for aperiod of five
years from the date the required number of jobs were created if the average wage of the new
payroll equals or exceeds the county average wage of the county in which the project facility is
located. The percentage of payroll allowed under this subdivision shall be three and one-half
percent of new payroll if the average wage of the new payroll in any year exceeds one hundred
twenty percent of the county average wage in the county in which the project facility islocated.
The percentage of payroll allowed under this subdivision shall be four percent of new payroll if
the average wage of the new payroll in any year exceeds one hundred forty percent of the county
average wage in the county in which the project facility islocated. An additional one percent
of new payroll may be added to these percentagesif local incentives equal between ten percent
and twenty-four percent of the new direct |ocal revenue; an additional two percent of new payroll
is added to these percentages if the local incentives equal between twenty-five percent and
forty-nine percent of the new direct local revenue; or an additional three percent of payroll is
added to these percentages if the local incentives equal fifty percent or more of the new direct
local revenue. The department shall issue arefundabletax credit for any difference between the
amount of benefit allowed under this subdivision and the amount of withholding tax retained by
the company, in the event the withholding tax is not sufficient to provide the entire amount of
benefit duetothe qualified company under thissubdivision. Thecalendar year annual maximum
amount of tax creditsthat may beissued to any qualified company for a project or combination
of projectsisseven hundred fifty thousand dollars. The calendar year annual maximum amount
of tax credit that may beissued to any qualified company for aproject or combination of projects
may be increased up to one million dollarsif the number of new jobs will exceed five hundred
and if such action is proposed by the department and approved by the quality jobs advisory task
force established in section 620.1887; provided, however, until such time astheinitial at-large
members of the quality jobs advisory task force are appointed, this determination shall be made
by the director of the department of economic development. In considering such arequest, the
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task force shall rely on economic modeling and other information supplied by the department
when requesting the increased limit on behalf of the project;

(4) Jobretention projects. aqualified company may receive atax credit for theretention
of jobsin this state, provided the qualified company and the project meets all of the following
conditions:

(a) For each of the twenty-four months preceding the year in which application for the
program is made the qualified company must have maintained at least one thousand full-time
employees at the employer's site in the state at which the jobs are based, and the average wage
of such employees must meet or exceed the county average wage;

(b) Thequalified company retained at the project facility thelevel of full-timeemployees
that existed in the taxable year immediately preceding the year in which application for the
program is made;

(c) The qualified company is considered to have a significant statewide effect on the
economy, and has been determined to represent a substantial risk of rel ocation from the state by
the quality jobs advisory task force established in section 620.1887; provided, however, until
such time asthe initial at-large members of the quality jobs advisory task force are appointed,
this determination shall be made by the director of the department of economic devel opment;

(d) The qualified company in the project facility will cause to be invested a minimum
of seventy million dollars in new investment prior to the end of two years or will cause to be
invested aminimum of thirty million dollarsin new investment prior to the end of two yearsand
maintain an annual payroll of at |east seventy million dollars during each of the yearsfor which
acredit is claimed; and

(e) Thelocal taxing entities shall providelocal incentives of at least fifty percent of the
new direct local revenues created by the project over aten-year period.

The quality jobs advisory task force may recommend to the department of economic
development that appropriate penalties be applied to the company for violating the agreement.
The amount of thejob retention credit granted may be equal to up to fifty percent of the amount
of withholding tax generated by thefull-timejobsat the project facility for aperiod of fiveyears.
The calendar year annual maximum amount of tax credit that may be issued to any qualified
company for a job retention project or combination of job retention projects shall be seven
hundred fifty thousand dollars per year, but the maximum amount may be increased up to one
million dollars if such action is proposed by the department and approved by the quality jobs
advisory task force established in section 620.1887; provided, however, until such time as the
initial at-large members of the quality jobs advisory task force are appointed, this determination
shall be made by the director of the department of economic development. In considering such
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areguest, the task force shall rely on economic modeling and other information supplied by the
department when requesting the increased limit on behalf of the job retention project. In no
event shall the total amount of all tax creditsissued for the entire job retention program under
thissubdivision exceed three million dollarsannually. Notwithstanding theabove, notax credits
shall be issued for job retention projects approved by the department after August 30, [2007]
2013;

(5) Small business job retention and flood survivor relief: a qualified company may
receive a tax credit under sections 620.1875 to 620.1890 for the retention of jobs and flood
survivor relief in this state for each job retained over a three-year period, provided that:

(a) Thequalified company did not receive any state or federal benefits, incentives, or tax
relief or abatement in locating its facility in aflood plain;

(b) The qualified company and related companies have fewer than one hundred
employees at the time application for the program is made;

(c) Theaveragewage of the qualified company'sand rel ated companies employeesmust
meet or exceed the county average wage;

(d) All of the qualified company's and related companies facilities are located in this
state;

(e) Thefacilitiesat the primary businesssitein this state have been directly damaged by
floodwater rising above the level of afive hundred year flood at least two years, but fewer than
eight years, prior to the time application is made;

(f) The qualified company made significant efforts to protect the facilities prior to any
impending danger from rising floodwaters;

(g) For each year it receives tax credits under sections 620.1875 to 620.1890, the
qualified company and related companies retained, at the company's facilities in this state, at
least the level of full-time, year-round employees that existed in the taxable year immediately
preceding the year in which application for the program is made; and

(h) Intheyearsit receivestax creditsunder sections 620.1875 to 620.1890, the company
cumulatively invests at least two million dollars in capital improvements in facilities and
equipment located at such facilities that are not located within afive hundred year flood plain
as designated by the Federal Emergency Management Agency, and amended from timeto time.

The amount of the small business job retention and flood survivor relief credit granted may be
equal to up to one hundred percent of the amount of withholding tax generated by the full-time
jobs at the project facility for a period of three years. The calendar year annual maximum
amount of tax credit that may be issued to any qualified company for a small business job
retention and survivor relief project shall be two hundred fifty thousand dollars per year, but the
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maximum amount may be increased up to five hundred thousand dollars if such action is
proposed by the department and approved by the quality jobs advisory task force established in
section 620.1887. In considering such arequest, the task force shall rely on economic modeling
and other information supplied by the department when requesting an increase in the limit on
behalf of the small business job retention and flood survivor relief project. In no event shall the
total amount of all tax creditsissued for theentire small businessjob retention and flood survivor
relief program under this subdivision exceed five hundred thousand dollars annualy.
Notwithstanding the provisions of this subdivision to the contrary, no tax credits shall beissued
for small business job retention and flood survivor relief projects approved by the department
after August 30, 2010.

4. The qualified company shall provide an annual report of the number of jobs and such
other information as may be required by the department to document the basis for the benefits
of this program. The department may withhold the approval of any benefits until it is satisfied
that proper documentation has been provided, and shall reduce the benefits to reflect any
reductioninfull-time employeesor new payroll. Upon approval by the department, thequalified
company may begin the retention of thewithhol ding taxeswhen it reaches the minimum number
of new jobs and the average wage exceeds the county average wage. Tax credits, if any, may be
issued upon satisfaction by the department that the qualified company has exceeded the county
average wage and the minimum number of new jobs. Insuch annual report, if the average wage
is below the county average wage, the qualified company has not maintained the employee
insurance as required, or if the number of new jobs is below the minimum, the qualified
company shall not receivetax creditsor retain the withholding tax for the balance of the benefit
period. In the case of aqualified company that initially filed a notice of intent and received an
approval from the department for high impact benefits and the minimum number of new jobsin
an annual report is below the minimum for high impact projects, the company shall not receive
tax creditsfor the balance of the benefit period but may continue to retain the withholding taxes
if it otherwise meets the requirements of a small and expanding business under this program.

5. The maximum calendar year annual tax creditsissued for the entire program shall not
exceed [forty] sixty million dollars. Notwithstanding any provision of law to the contrary, the
maximum annual tax credits authorized under section 135.535, RSMo, are hereby reduced from
ten million dollars to eight million dollars, with the balance of two million dollars transferred
to thisprogram. Thereshall beno limit on the amount of withholding taxesthat may be retained
by approved companies under this program.

6. Thedepartment shall allocate the annual tax credits based on the date of the approval,
reserving such tax credits based on the department's best estimate of new jobs and new payroll
of the project, and the other factorsin the determination of benefits of this program. However,
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the annual issuance of tax creditsis subject to the annual verification of the actual new payroll.
Theallocation of tax credits for the period assigned to a project shall expireif, within two years
from the date of commencement of operations, or approva if applicable, the minimum
thresholds have not been achieved. Thequalified company may retain authorized amountsfrom
the withholding tax under this section once the minimum new jobs thresholds are met for the
duration of the project period. No benefits shall be provided under this program until the
qualified company meetsthe minimum new jobsthresholds. Intheevent the qualified company
does not meet the minimum new job threshold, the qualified company may submit anew notice
of intent or the department may provide a new approval for a new project of the qualified
company at the project facility or other facilities.

7. For aqualified company with flow-through tax treatment to its members, partners, or
shareholders, thetax credit shall be allowed to members, partners, or shareholdersin proportion
to their share of ownership on the last day of the qualified company's tax period.

8. Tax creditsmay be claimed agai nst taxes otherwise imposed by chapters 143 and 148,
RSMo, and may not be carried forward but shall be claimed within one year of the close of the
taxable year for which they wereissued, except as provided under subdivision (4) of subsection
3 of this section.

9. Tax credits authorized by this section may be transferred, sold, or assigned by filing
a notarized endorsement thereof with the department that names the transferee, the amount of
tax credit transferred, and the value received for the credit, as well as any other information
reasonably requested by the department.

10. Prior to the issuance of tax credits, the department shall verify through the
department of revenue, or any other state department, that the tax credit applicant does not owe
any delinquent income, sales, or usetax or interest or penalties on such taxes, or any delinquent
fees or assessments|evied by any state department and through the department of insurance that
the applicant doesnot owe any delinquent insurance taxes. Such delinquency shall not affect the
authorization of the application for such tax credits, except that at issuance credits shall be first
applied to the delinquency and any amount issued shall be reduced by the applicant's tax
delinquency. If the department of revenue or the department of insurance, or any other state
department, concludes that a taxpayer is delinquent after June fifteenth but before July first of
any year and the application of tax creditsto such delinquency causes atax deficiency on behal f
of the taxpayer to arise, then the taxpayer shall be granted thirty daysto satisfy the deficiency in
whichinterest, penalties, and additionsto tax shall betolled. After applyingall available credits
toward atax delinquency, the administering agency shall notify the appropriate department and
that department shall update the amount of outstanding delinquent tax owed by the applicant.
If any creditsremain after satisfying al insurance, income, sales, and use tax delinquencies, the
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remaining credits shall be issued to the applicant, subject to the restrictions of other provisions
of law.

11. Except asprovided under subdivision (4) of subsection 3 of thissection, the director
of revenue shall issue arefund to the qualified company to the extent that the amount of credits
allowed in this section exceeds the amount of the qualified company's income tax.

12. An employee of a qualified company will receive full credit for the amount of tax
withheld as provided in section 143.211, RSMo.

13. If any provision of sections 620.1875 to 620.1890 or application thereof to any
person or circumstance is held invalid, the invalidity shall not affect other provisions or
application of these sections which can be given effect without the invalid provisions or
application, andto thisend, the provisions of sections620.1875 to 620.1890 are hereby declared
severable.
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