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SECOND REGULAR SESSION

HOUSE BILL NO. 2427

95TH GENERAL ASSEMBLY

INTRODUCED BY REPRESENTATIVES JONES (89) (Sponsor), ICET, TILLEY, SCHOELLER, McNARY,
ALLEN, ZERR, FUNDERBURK, BIVINS AND SCHAAF (Co-sponsors).

5078L.01l D. ADAM CRUMBLISS, Chief Clerk

AN ACT

To amend chapter 135, RSMo, by adding thereto five new sectionsrelating to the school choice
tax credit act.

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

Section A. Chapter 135, RSMo, is amended by adding thereto five new sections, to be
known as sections 135.1400, 135.1402, 135.1404, 135.1406, and 135.1408, to read asfollows:

135.1400. 1. Theprovisionsof sections 135.1400 to 135.1408 shall beknown asthe
" School Choice Tax Credit Act”.

2. Asused in sections 135.1400 to 135.1408, the following ter ms mean:

(1) " Department”, the state department of revenue;

(2) " Educational scholarships', grantsto studentsto cover all or part of thetuition
and fees at either a qualified nonpublic school or a qualified public school, including
transportation to a public school outside of a student'sresident school district;

(3) "Eligible student”, a student who:

(a) Isamember of a household whosetotal annual incomeduring theyear before
he or she receives an educational scholarship under this program does not exceed an
amount equal to two and five-tenthstimesthe income standard used to qualify for afree
or reduced price lunch under the federal Free or Reduced Price Lunch Program
established under 42 U.S.C. Section 1751, et seq. Once a student receives a scholar ship
under thisprogram, the student will remain eligible regar dless of household income until
the student graduates high school or reaches twenty years of age;

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) Wasédligibleto attend a public school in the preceding semester or isstarting
school in Missouri for thefirst time; and

(c) Residesin Missouri whilereceiving an educational scholarship under sections
135.1400 to 135.1408;

(4) "Low-incomeeligiblestudent” , astudent whoqualifiesfor freeor reduced price
lunch under the national Free or Reduced Price Lunch Program established under 42
U.S.C. Section 1751, et seq.;

(5) "Parent”,includesaguardian, custodian, or other person with authority to act
on behalf of the eligible student;

(6) "Program”, the school choicetax credit program;

(7) "Qualified school" , either a public elementary or secondary school outsidethe
district in which a student resides or a nonpublic elementary or secondary school in
Missouri that complieswith all of the requirements of the program;

(8) " Scholarship granting organization™, an organization that complies with the
requirements of this program and provides education scholar shipsto students attending
qualified schools of their parents choice.

135.1402. 1. Beginningwith tax year 2011, ataxpayer who filesa stateincometax
return and is not a dependent of another taxpayer may claim a credit for a contribution
made to a scholar ship granting organization.

2. Thecredit may be claimed by an individual taxpayer or amarried couplefiling
jointly in an amount equal to the total contributions made to a scholarship granting
organization during thetaxableyear for which the credit isclaimed up tofifty percent of
the taxpayer'stax liability.

3. Anindividual taxpayer or amarried couplefiling jointly may carry forward a
tax credit under thisprogram for threeyears.

4. Beginningwith tax year 2011, thecredit may be claimed by a cor por atetaxpayer
in an amount equal tothetotal contributions madeto a scholar ship granting or ganization
for educational scholarshipsduring thetaxableyear for which the credit isclaimed up to
fifty per cent of thetaxpayer'stax liability, not toexceed acredit of threehundred thousand
dollars.

5. A corporate taxpayer may carry forward atax credit under this program for
threeyears.

6. Thetotal amount of tax creditsthat may begranted in afiscal year isten million
dollars.

135.1404. 1. Each scholarship granting organization shall:
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(1) Notify the department of its intent to provide educational scholarships to
eigible students attending qualified schools;

(2) Demonstrate to the department that it has been granted exemption from the
federal income tax as an organization described in Section 501(c)(3) of the Internal
Revenue Code of 1986, as amended;

(3) Provideadepartment-approved receipt totaxpayer sfor contributionsmadeto
the organization;

(4) Ensurethat at least ninety percent of its revenue from donations is spent on
educational scholarships, and that all revenue from interest or investments is spent on
educational scholar ships;

(5) Spend each year a portion of its expenditures on scholarshipsfor low-income
eligible students equal to the percentage of low-income €eligible students in the school
district wher ethescholar ship granting or ganization grantsthemajority of itsscholar ships;

(6) Ensure that at least eighty percent of first-time recipients of educational
scholar ships were not continuously enrolled in a nonpublic school during the previous
year,

(7) Distribute periodic scholarship payments as checks made out to a student's
parent or guardian and mailed to the qualified school wherethe student isenrolled. The
parent or guardian shall endorsethe check beforeit can be deposited;

(8) Cooperatewith the department to conduct criminal background checks on all
of its employees and board members and exclude from employment or gover nance any
individual who might reasonably pose arisk tothe appropriate use of contributed funds;

(9) Ensurethat scholarshipsare portable during the school year and can be used
at any qualified school that acceptsthe eligible student according to a parent'swishes. |f
an digible student movesto a new qualified school during a school year, the scholar ship
amount may be prorated;

(10) Demonstrateitsfinancial accountability by:

(a) Submitting a financial information report for the organization that complies
with uniformfinancial accounting standar dsestablished by thedepartment and conducted
by a certified public accountant; and

(b) Havingtheauditor certify that thereport isfree of material misstatements;

(11) Demonstrateitsfinancial viability, if it istoreceivedonationsof fifty thousand
dollarsor more during the school year, by:

(&) Filing with the department prior to the start of the school year a surety bond
payabletothestatein an amount equal to the aggregate amount of contributionsexpected
to bereceived during the school year; or
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(b) Filing with the department prior to the start of the school year financial
information that demonstrates the financial viability of the scholarship granting
organization.

2. Each scholarship granting organization shall ensurethat participating schools
that accept its scholar ship studentswill:

(1) Complywith all health and safety lawsor codesthat apply tononpublicschools;

(2) Hold avalid occupancy permit if required by their municipality;

(3) Certify that they will not discriminate in admissionson the basisof race, color,
national origin, religion, or disability;

(4) Provideacademic accountability to parents of the studentsin the program by
regularly reporting to the parent on the student's progress.

3. Scholarship granting organizations shall not provide educational scholar ships
for eligible students to attend any school with paid staff or board members, or relatives
thereof, in common with the scholar ship granting organization.

4. A scholarship granting organization shall publicly report to the department by
Junefirst of each year thefollowinginformation prepar ed by a certified public accountant
regardingitsgrantsin the previous calendar year:

(1) Thenameand address of the organization;

(2) Thetotal number and total dollar amount of contributionsreceived duringthe
previous calendar year; and

(3) Thetotal number and total dollar amount of educational scholar shipsawar ded
duringthepreviouscalendar year, thetotal number and total dollar amount of educational
scholar shipsawarded during the previousyear to studentsqualifying for thefederal Free
or Reduced Price Lunch Program, and the percentage of first-time recipients of
educational scholarships who were continuously enrolled in a public school during the
previous year.

135.1406. 1. The department shall adopt rules and procedures consistent with
sections 135.1400 to 135.1408 as necessary to implement the program.

2. Thedepartment shall provide a standardized format for a receipt to be issued
by a scholar ship granting or ganization to ataxpayer toindicatethevalueof acontribution
received. Thedepartment shall requireataxpayer to provide a copy of thisreceipt when
claiming the school choice tax credit.

3. Thedepartment shall provide a standardized format for scholarship granting
organizationsto report the information required in subsection 4 of section 135.1404.

4. Thedepartment shall havetheauthority to conduct either afinancial review or
audit of a student support organization if possessing evidence of fraud.



H.B. 2427 5

11
12
13
14
15
16
17
18
19
20

w

5. Thedepartment may bar ascholar ship grantingor ganization from participating
intheprogramif thedepartment establishesthat thescholar ship granting or ganization has
intentionally and substantially failed to comply with therequirementsof section 135.1404.

6. If the department decidesto bar a scholar ship granting organization from the
program, it shall notify affected scholar ship studentsand their parentsof thisdecision as
quickly aspossible.

7. The department shall allow a taxpayer to divert a prorated amount of state
incometax withholdingsto ascholar ship granting or ganization of thetaxpayer'schoiceup
tothemaximum credit allowed by law, including carry-over credits. Thedepartment shall
have the authority to develop a procedureto facilitate this process.

135.1408. 1. All qualified schools shall berequired to operatein Missouri.

2. All qualified schools shall comply with all state laws that apply to nonpublic
schools regarding criminal background checks for employees and exclude from
employment any people not per mitted by state law to work in a nonpublic school.
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