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AN ACT

To amend chapter 135, RSMo, by adding thereto one new section relating to tax credits for
donations to educational charities and scholarship charities.

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 135.825, to read as follows:

135.825. 1. Asused in thissection, the following terms shall mean:

(1) " Director", thedirector of the department of economic development;

(2) "Educational charity", a charitable organization in this state that is exempt
from federal taxation pursuant to Section 501(c)(3) of the Internal Revenue Code, as
amended, and that allocates at least ninety percent of its annual revenue to a qualified
public school district for any educational use;

(3) "Educational use", any expenditure approved by the elected local board of
education which furthersthemission of aqualified public school district including, but not
limited to, curricula, facilities, professional development, salaries, and extracurricular
activities;

(4) " Qualified nonpublic school" , any elementary or secondary school of a child's
parent's choice which:

(@) Issituated in this state;

(b) Doesnot discriminate on the basisof race, color, handicap, national origin, or
ancestry;

(c) Isnot apart of the public school system of this state;

(d) Charges tuition for the rendering of elementary and secondary education
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services; and

(e) A child may attend to satisfy the requirements of section 167.031, RSMo;

(5) "Qualified public school™, any elementary or secondary school which:

(@) Issituated in this state;

(b) Ispart of the public school system of this state;

(c) Doesnot discriminate on the basis of race, color, handicap, national origin, or
ancestry;

(d) Islocated outside of a child'sschool district of residence, but hasaccepted such
a child for enrollment upon payment of tuition for the rendering of elementary and
secondary education services; and

(e) A child may attend to satisfy the requirements of section 167.031, RSMo;

(6) "Qualified public school district”, any public school district, as defined in
subdivision (12) of section 169.600, RSMo, situated in this state which does not
discriminate on the basis of race, color, handicap, national origin, or ancestry and which
a child may attend to satisfy the requirements of section 167.031, RSMo;

(7) "Scholarship charity", a charitable organization in this state that is exempt
from federal taxation pursuant to Section 501(c)(3) of the Internal Revenue Code, as
amended, and that allocates at least ninety percent of itsannual revenue for educational
scholarships to children to allow them to attend a qualified school. To qualify as a
scholar ship charity the charitable or ganization shall provide educational scholarshipsto
studentswithout limitingavailability to studentsattendingaparticular qualified nonpublic
or publicschool and shall givepr eferenceto studentsof familieswho demonstratefinancial
need; however, no qualified nonpublic or public school shall be required to accept for
enrollment any student who does not meet such school's acceptance criteria;

(8 "Taxpayer", aperson, individual, firm, a partner in a firm, corporation, or
shareholder in a corporation.

2. For tax yearsbeginning on or after January 1, 2002, any taxpayer which makes
voluntary cash contributions to a scholarship charity or an educational charity shall
recelve acredit against thetax otherwise due pursuant to chapter 143, RSM o, other than
taxeswithheld pursuant to sections 143.191 t0 143.265, RSM o, in an amount equal to fifty
percent of all such contributions made during such taxpayer'staxable year; except that,
no taxpayer shall claim a credit pursuant to thissection for any contribution made by the
taxpayer or an agent of thetaxpayer, on behalf of thetaxpayer'sdependent, or in the case
of a businesstaxpayer, on behalf of the business's agent's dependent.

3. The amount of the tax credit claimed shall not exceed the amount of the
taxpayer's state tax liability for the tax year that the credit is claimed. Any amount of
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credit that exceedsthetax duefor ataxpayer'staxableyear may becarried forward toany
of the taxpayer'sfour subsequent taxable years.

4. The cumulative amount of tax creditsallowed pursuant to this section shall not
exceed twenty million dollarsper calendar year. Each calendar year ten million dollarsin
creditsshall initially beallocated for contributionsto educational charitiesand ten million
dollars shall initially be allocated for contributionsto scholarship charities.

5. Thedirector shall determine, at least annually, which charitiesin thisstate may
be classified as educational charities and as scholarship charities. The director may
requireacharity seeking classification asan educational charity or a scholar ship charity
to provide any information reasonably necessary to make such a determination. The
director shall classify a charity asan educational charity if such charity meetsthecriteria
provided in subdivision (2) of subsection 1 of this section and the director shall classify a
charity asa scholarship charity if such charity meetsthecriteriaprovided in subdivision
(7) of subsection 1 of this section.

6. Thedirector shall establish a procedure by which a taxpayer can determine if
acharity hasbeen classified aseither an educational charity or a scholar ship charity, and
by which such taxpayer can then contribute to such educational charity or such
scholar ship charity and claim atax credit pursuant to this section.

7. Thedirector shall establish a procedure by which, from the beginning of the
calendar year until September first the ten million dollars of tax creditsfor educational
charitiesareapportioned amongall educational charitiesbased on thenumber of students
served by each educational charity and theten million dollar sof tax creditsfor scholar ship
charitiesareapportioned among all scholar ship charitiesbased on thenumber of students
served by each scholarship charity. If an educational charity fails to use all, or some
per centage to be determined by the director, of its apportioned tax credits during this
predetermined period of time, the director may reapportion these unused creditsto those
educational charities that have used all, or some percentage to be determined by the
director, of their apportioned tax credits during this predetermining period of time. If a
scholarship charity failsto use all, or some percentage to be determined by the director,
of itsapportioned tax creditsduring this predetermined period of time, the director may
reapportion these unused tax creditsto those scholar ship charities that have used all, or
some per centageto be deter mined by thedirector, of their apportioned tax creditsduring
this predetermined period of time. Thedirector may establish more than one period of
time and reapportion more than once during each calendar year for both scholarship
charities and educational charities. If, by September first of any calendar year, credits
allowed pursuant to this section remain unused by either an educational charity or a
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scholarship charity, the director may reallocate credits between the charities. To the
maximum extent possible, the director shall establish the procedure described in this
subsection in such a manner as to ensure that taxpayers can claim all the tax credits
possible up to the cumulative amount of tax credits available for the fiscal year.

8. Noruleor portion of arulepromulgated pursuant totheauthority of thissection
shall become effective unlessit has been promulgated pursuant to chapter 536, RSMo.



