Enhanced Enterprise Zone

Purpose
Provide tax credits to new or expanding businesses in a Missouri Enhanced Enterprise Zone.

Authorization
Sections 135.950 to 135.973, RSMo

Eligible Areas

An eligible project must be located in a Missouri Enhanced Enterprise Zone. Enhanced Enterprise Zones
are specified geographic areas designated by local governments and certified by the Department of
Economic Development (DED). Zone designation is based on certain demographic criteria, the potential to
create sustainable jobs in a targeted industry and a demonstrated impact on local industry cluster
development.

Eligible Applicants

Individual business eligibility will be determined by the zone based on creation of sustainable jobs in a
targeted industry or demonstrated impact on local industry cluster development. Gambling establishments,
retail trade, and food and drinking places are prohibited from receiving the state tax credits. Service
industries can be eligible if a majority of their annual revenues will be derived from services provided out of
the state. DED will consult with the local government in determining eligibility. The following minimum new
job and investment requirements must be met as compared to the base year:

e New or expanded business facility — 2 new business facility employees and $100,000 new
investment.
e Replacement business facility — 2 new business facility employees and $1,000,000 new investment

How the Program Works

The Enhanced Enterprise Zone Program is a discretionary program offering state tax credits to Enhanced
Business Enterprises. Tax credits may be provided each year for up to five tax years, based on tax credits
reserved for the project.

A company may request a proposal for one additional five-year period for a subsequent expansion if all
program and minimum new job/investment requirements are met.

A facility may not earn tax credits for more than one ten-year period.

New jobs and new investments must be added after the date the zone is certified by the state to be eligible
for benefits.

Eligible investment expenditures include the original cost of machinery, equipment, furniture, fixtures, land
and building, and/or eight times the annual rental rate paid for the same. Inventory is not eligible.




Eligible Use of Tax Credits
This tax credit can be applied to:

e Ch. 143 — Income tax, excluding withholding tax
Tax credits can only be applied to tax liability for the year in which they were earned. The tax credits are

refundable; or may be transferred, sold or assigned. The sale price cannot be less than 75% of the par
value of such tax credits.

Funding Limits
Tax credits will be an amount authorized by DED based on the state economic benefit, supported by the
number of new jobs and new capital investment that the project will create.

Tax credits authorized under this program are limited to $4,000,000 per calendar year until 12/31/06 and will
increase to $7,000,000 per calendar year starting 1/1/07.

Application Procedure
DED must first offer program benefits to the business in the form of a formal proposal.

The business then submits a Notice of Intent which must be approved by DED prior to adding new jobs or
new capital investment. Notices of Intent will be accepted by DED at any time of the year and will be
approved on an individual, case-by-case basis, based on compliance with all program criteria.

The facility must file the tax credit application and supporting documents each year for calculation of the
facility’s state tax benefits. The deadline for submitting the tax credit application is during the tax period
immediately after the tax period for which the credits are being requested.

Example: A business with a calendar tax year must submit their 2005 tax credit application no later than
December 31, 2006.

Special Program Requirements
Applicants are eligible for at least ten years’ real property tax abatement at 50% pursuant to the local
enhanced enterprise zone plan.

A business cannot earn tax credits under this program if earning Enterprise Zone, Business Facility,
Rebuilding Communities, Missouri Quality Jobs or Brownfield Jobs and Investment tax credits. If a project is
eligible for more than one such program, the business must choose only one program.




