Tax Credit Reform 2009


1. Historic Preservation Tax Credit
· Place a cap on the program
· Missouri offers a generous award (25% of qualified expenditures) when compared to the federal credit’s award (20% of qualified expenditures)  
· Place a sunset provision on the credit
· Potential Caps and Awards:
		$150 million with a 20% award, reducing the MO award by 5%
		$140 million with a 21% award, reducing the MO award by 4%
		$130 million with a 22% award, reducing the MO award by 3%
		$120 million with a 23% award, reducing the MO award by 2%
		$110 million with a 24% award, reducing the MO award by 1%
		$100 million with a 25% award, with no change to the MO award

2. Missouri Low Income Housing Tax Credit Program
· Currently, the state realizes an immediate 35% reduction in the value of its state LIHTC credit because of federal tax law implications
· If MHDC were to create a subsidiary non-profit entity which specializes in housing issues for purposes of funneling its tax credits, these federal tax law implications can be avoided if the state LIHTC tax credits are certificated, made freely transferable, and sold to taxpayers who pay federal taxes through the Alternative Minimum Tax (AMT) 
· MHDC needs to obtain a “private letter ruling” from the IRS to bless this arrangement
· If MHDC is successful in its private letter ruling, the maximum award of the credit can be reduced to 65% of the federal credit with no effect on future funding LIHTC properties 
· Place a cap on the credit
· Place a sunset provision on the credit

3. Create a Community Assistance Program to Replace Other MO Community Programs 
· This credit would replace the Neighborhood Assistance Program, Youth Opportunities Program, and Family Development Account Program, and Business Incubator (see 2005 Missouri Incentives Review Committee Report, p. 32)
· Local governments, non-profits, and public schools can apply 
· The credit would be transferable and would have a price floor of 75 cents
· Tax credit amounts would be 50% for monetary contributions, 30% for in-kind contributions, and 70% for contributions to rural community projects 
· Eligible contributors would include corporations or individuals
· Focus program eligibility categories to economic and community development activities
· Place a $22,000,000 cap on program

4. Rebuilding Communities Tax Credit
· Most of the benefits of the program can be realized under the Quality Jobs Tax Credit Program or the Enhanced Enterprise Zone Program 
· Delete program (see 2005 MO Incentives Review Committee Report, p. 17)

5. Loan Guarantee Fee
· Eliminate program (see 2005 MO Incentives Review Committee Report, p. 18)

6. Wine Production and Grape Growers Tax Credit
· Transfer administrative authority to Missouri Agricultural and Small Business Development Authority (MASBDA) 
· Place a cap of $500,000 on program

7. Film Production Tax Credit
· Delete program (see 2005 MO Incentives Review Committee Report, 
· Current cap is $4.5 Million

8. Brownfield Program
· Eliminate Jobs/Investment and Demolition portions of program (2008 JCTP recommendations)

9. Place Caps on All Programs That Do Not Have Caps

10. Place Sunset Provisions on All Programs 

11. Require that Tax Credits Be Appropriated

12. Layering of Tax Credits for Same Project
· Eliminate the ability of projects to receive more than one credit for a single purchase or for a single activity

13. Tax Credit Analysis Funded Through Administrative Fee on Tax Credits 
· Fund would be administered by the Joint Committee on Tax Policy



 



