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HOUSE COMMITTEE SUBSTITUTE FOR

HOUSE BILL NO. 76

96TH GENERAL ASSEMBLY

0446L..04P D. ADAM CRUMBLISS, Chief Clerk

AN ACT

To repeal sections 147.010, and 148.064, RSMo, and to enact in lieu thereof two new sections
relating to the phase-out of the corporate franchise tax.

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

Section A. Sections 147.010, and 148.064, RSMo, are repealed and two new sections
enacted in lieu thereof, to be known as sections 147.010, and 148.064, to read as follows:

147.010. 1. For the transitional year defined in subsection 4 of this section and each
taxableyear beginning on or after January 1, 1980, but before January 1, 2000, every corporation
organized pursuant to or subject to chapter 351 or pursuant to any other law of this state shall,
in addition to all other fees and taxes now required or paid, pay an annua franchise tax to the
state of Missouri equal to one-twentieth of one percent of the par value of its outstanding shares
and surplusif its outstanding shares and surplus exceed two hundred thousand dollars, or if the
outstanding shares of such corporation or any part thereof consist of shares without par value,
then, in that event, for the purpose contained in this section, such shares shall be considered as
having avalue of fivedollars per share unlessthe actual value of such sharesexceedsfivedollars
per share, in which case the tax shall be levied and collected on the actual value and the surplus
if the actual value and the surplus exceed two hundred thousand dollars. If such corporation
employs a part of its outstanding shares in business in another state or country, then such
corporation shall pay an annual franchise tax equal to one-twentieth of one percent of its
outstanding shares and surplus employed in this state if its outstanding shares and surplus
employed in this state exceed two hundred thousand dollars, and for the purposes of sections
147.010 to 147.120, such corporation shall be deemed to have employed in this state that
proportion of its entire outstanding shares and surplus that its property and assets employed in

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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this state bears to all its property and assets wherever located. A foreign corporation engaged
in businessin this state, whether pursuant to a certificate of authority issued pursuant to chapter
351 or not, shall be subject to this section. Any corporation whose outstanding shares and
surplusas calculated in this subsection does not exceed two hundred thousand dollars shall state
that fact on the annual report form prescribed by the secretary of state. For al taxable years
beginning on or after January 1, 2000, but ending before December 31, 2009, the annual
franchisetax shall be equal to one-thirtieth of one percent of the corporation’'s outstanding shares
and surplusif the outstanding shares and surplus exceed one million dollars. Any corporation
whose outstanding shares and surplus do not exceed one million dollars shall state that fact on
the annual report form prescribed by the director of revenue. For taxable years beginning on or
after January 1, 2010, but before December 31, 2011, the annual franchise tax shall be equal
to one-thirtieth of one percent of the corporation's outstanding shares and surplus if the
outstanding shares and surplus exceed ten million dollarg, and] . For all taxable years
beginningon or after January 1, 2010, but before December 31, 2015, any corporationwhose
outstanding sharesand surplusdo not exceed ten million dollarsshall statethat fact ontheannual
report form prescribed by the director of revenue. For all taxable year sbeginning on or after
January 1, 2011, but before December 31, 2015, a cor por ation'sannual tax liability under
this chapter shall not exceed the amount of annual franchise tax liability of such
cor por ation for thetaxableyear endingon or beforeDecember 31, 2010. If thecor poration
had no annual franchisetax liability under thischapter for thetaxableyear ending on or
beforeDecember 31, 2010, becausesuch cor por ation wasnot in existenceor doingbusiness
in Missouri, the annual franchisetax for thefirst taxable year in which such corporation
exists shall be determined by applying the applicable rate of tax provided under the
provisions of this subsection to the corporation's outstanding shares and surplus if the
outstanding shares and surplus exceed ten million dollars, but in no case shall such
cor poration'stax liability for any subsequent taxable year exceed the amount of annual
franchise tax liability of such corporation for thefirst full taxable year such cor poration
was in existence or doing businessin Missouri. For taxable years beginning on or after
January 1, 2012, theannual franchisetax shall be equal to the per centagerate prescribed
in this subsection for the corresponding taxable year of the corporation's outstanding
shares and surplus if the outstanding shares and surplus exceed the corresponding
minimum threshold amount prescribed as follows:

(1) For tax year 2012, therate shall be one-thirty-seventh of one percent and the
threshold amount shall beten million dollars;

(2) For tax year 2013, therateshall beone-fiftieth of one percent and thethreshold
amount shall be ten million dollars;
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(3) For tax year 2014, the rate shall be one-seventy-fifth of one percent and the
threshold amount shall beten million dollars;

(4) For tax year 2015, therate shall be one-hundred-fiftieth of one per cent and the
threshold amount shall beten million dollars;

(5) For tax yearsbeginning on or after January 1, 2016, no annual franchise tax
shall be imposed under this section.

2. Sections 147.010 to 147.120 shall not apply to corporations not organized for profit,
nor to corporations organized pursuant to the provisions of chapter 349, nor to express
companies, which now pay an annual tax on their gross receiptsin this state, nor to insurance
companies, which are subject to an annual tax ontheir premium receiptsinthisstate, nor to state,
district, county, town and farmers mutual companies now organized or that may be hereafter
organized pursuant to any of the laws of this state, organized for the sole purpose of writingfire,
lightning, windstorm, tornado, cyclone, hail and plate glassand mutual automobileinsuranceand
for the purpose of paying any loss incurred by any member by assessment, nor to any mutual
insurance corporation not having shares, nor to a company or association organized to transact
businessof life or accident insurance on the assessment plan for the purpose of mutual protection
and benefit to its members and the payment of stipulated sums of moneys to the family, heirs,
executors, administrators or assigns of the deceased member, nor to foreign life, fire, accident,
surety, liability, steam boiler, tornado, health, or other kind of insurance company of whatever
nature coming within the provisions of section 147.050 and doing businessin this state, nor to
savings and loan associations and domestic and foreign regulated investment companies as
defined by Section 170 of the Act of Congress commonly known as the Revenue Act of 1942,
nor to electric and telephone corporations organized pursuant to chapter 351 and chapter 392
prior to January 1, 1980, which have been declared tax-exempt organi zations pursuant to Section
501(c) of the Internal Revenue Code of 1986, nor for taxable yearsbeginning after December 31,
1986, to banking institutions subject to the annual franchisetax imposed by sections 148.010 to
148.110; but bank deposits shall be considered as funds of the individual depositor left for
safekeeping and shall not be considered in computing the amount of tax collectible pursuant to
the provisions of sections 147.010 to 147.120.

3. A corporation's taxable year for purposes of sections 147.010 to 147.120 shall beits
taxable year as provided in section 143.271.

4. A corporation'stransitional year for the purposes of sections 147.010to 147.120 shall
be its taxable year which includes parts of each of the years 1979 and 1980.

5. Thefranchise tax payable for a corporation's transitional year shall be computed by
multiplying the amount otherwise due for that year by afraction, the numerator of which isthe
number of months between January 1, 1980, and the end of the taxabl e year and the denominator
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of which istwelve. The franchise tax payable, if a corporation’'s taxable year is changed as
provided in section 143.271, shall be similarly computed pursuant to regulations prescribed by
the director of revenue.

6. All franchise reports and franchise taxes shall be returned to the director of revenue.
All checks and drafts remitted for payment of franchise taxes shall be made payable to the
director of revenue.

7. Pursuant to section 32.057, the director of revenue shall maintain the confidentiality
of al franchise tax reports returned to the director.

8. Thedirector of the department of revenue shall honor all existing agreementsbetween
taxpayers and the director of the department of revenue.

148.064. 1. Notwithstanding any law to the contrary, this section shall determine the
ordering and limit reductions for certain taxes and tax credits which may be used as credits
against varioustaxes paid or payable by banking institutions. Except as adjusted in subsections
2, 3and 6 of this section, such credits shall be applied in the following order until used against:

(1) The tax on banks determined under subdivision (2) of subsection 2 of section
148.030;

(2) The tax on banks determined under subdivision (1) of subsection 2 of section
148.030;

(3) The state income tax in section 143.071.

2. The tax credits permitted against taxes payable pursuant to subdivision (2) of
subsection 2 of section 148.030 shall be utilized first and include taxes referenced in
subdivisions (2) and (3) of subsection 1 of this section, which shall be determined without
reduction for any tax creditsidentified in subsection 5 of this section which are used to reduce
such taxes. Where a banking institution subject to this section joins in the filing of a
consolidated stateincometax return under chapter 143, the credit allowed under this section for
state income taxes payable under chapter 143 shall be determined based upon the consolidated
state income tax liability of the group and allocated to a banking institution, without reduction
for any tax credits identified in subsection 5 of this section which are used to reduce such
consolidated taxes as provided in chapter 143.

3. Thetaxesreferenced in subdivisions (2) and (3) of subsection 1 of this section may
be reduced by the tax credits in subsection 5 of this section without regard to any adjustments
in subsection 2 of this section.

4. To the extent that certain tax credits which the taxpayer is entitled to clam are
transferable, such transferability may include transfers among such taxpayers who are members
of asingle consolidated income tax return, and this subsection shall not impact other tax credit
transferability.
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5. For the purpose of this section, thetax creditsreferred to in subsections 2 and 3 shall
includetax creditsavail ablefor economic devel opment, low-income housing and neighborhood
assistance which the taxpayer is entitled to claim for the year, including by way of example and
not of limitation, tax credits pursuant to the following sections: section 32.115, section 100.286,
and sections 135.110, 135.225, 135.352 and 135.403.

6. For tax returns filed on or after January 1, 2001, including returns based on income
in the year 2000, and after, a banking institution shall be entitled to an annual tax credit equal
to one-sixtieth of one percent of its outstanding shares and surplus employed in this state if the
outstanding shares and surplus exceed one million dollars, determined in the same manner asin
section 147.010. Thistax credit shall be taken as a dollar-for-dollar credit against the bank tax
provided for in subdivision (2) of subsection 2 of section 148.030; if such bank tax was already
reduced to zero by other credits, then against the corporate income tax provided for in chapter
143.

7. In the event the corporation franchise tax in chapter 147 is repealed by the general
assembly, there shall also be areduction in the taxation of banks asfollows: inlieu of the loss
of the corporation franchise tax credit reduction in subdivision (1) of subsection 2 of section
148.030, the bank shall receive atax credit equal to one and one-half percent of net income as
determined in this chapter. This subsection shall take effect at the same time the corporation
franchise tax in chapter 147 isrepeaed.

8. An Scorporation bank or bank holding company that otherwise qualifiesto distribute
tax creditsto its shareholders shall passthrough any tax creditsreferred to in subsection 5 of this
section to its shareholders as otherwise provided for in subsection 9 of section 143.471 with no
reductionsor limitationsresulting from thetransfer through such S corporation, and on the same
terms originaly made available to the origina taxpayer, subject to any origina dollar or
percentage limitations on such credits, and when such S corporation is the original taxpayer,
treating such S corporation as having not elected Subchapter S status.

9. Notwithstanding any law to the contrary, in the event the corporation franchisetax in
chapter 147 isrepea ed by the general assembly, after such repeal all Missouri taxesof any nature
and type imposed directly or used asatax credit against the bank's taxes shall be passed through
to the S corporation bank or bank holding company shareholder in the form otherwise permitted
by law, except for the following:

(1) Creditsfor taxeson real estate and tangible personal property owned by the bank and
held for lease or rental to others;

(2) Contributionspaid pursuant to the unemployment compensation tax law of Missouri;
or
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(3) State and local sales and use taxes collected by the bank on its sales of tangible
personal property and the services enumerated in chapter 144.

10. For tax returnsfiled on or after January 1, 2012, any financial institution that
isalimited liability company or limited liability partner ship may claim the tax credit for
such company's or partnership'sannual franchisetax liability as provided in subsection

6 of this section.
T



