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They are properly cited by using the full citation , i.e., 1 CSR 10-1.010.

Each department of state government is assigned a title. Each agency or division within the department is assigned a division number. The agency then groups its rules
into general subject matter areas called chapters and specific areas called rules. Within a rule, the first breakdown is called a section and is designated as (1). Subsection
is (A) with further breakdown into paragraph 1., subparagraph A., part (I), subpart (a), item I. and subitem a.

RSMo�The most recent version of the statute containing the section number and the date.



Emergency Rules

Title 12�DEPARTMENT OF REVENUE
Division 10�Director of Revenue

Chapter 400�Individual Income Tax

EMERGENCY RULE

12 CSR 10-400.200 Special Needs Adoption Tax Credit  

PURPOSE: Section 135.327, RSMo, provides an income tax credit
up to ten thousand dollars ($10,000) for qualified expenses incurred
in the adoption of a special needs child. This rule explains when the
tax credit is available and how the individual may claim the credit.

EMERGENCY STATEMENT: This regulation establishes a deadline
of April 15 for filing Special Needs Adoption Tax Credits. This dead-
line allows the Department of Revenue sufficient time to determine the
amount claimed in each pool, prorate the applicable refunds, and
process the refunds by the end of the fiscal year. This allows people
claiming the credit to receive the benefits of the credit in the current
fiscal year. In addition, taxpayers need to know the amount of credit
received so they can file the appropriate claim by July 1 of the fol-
lowing fiscal year. This filing deadline must take effect by April 15,
2005. Therefore, the compelling governmental interest of both the
department and affected taxpayers can be met only through the adop-
tion of this emergency rule. The director has followed procedures cal-
culated to assure fairness to all interested persons and parties and
has complied with protections extended by the Missouri and United

States Constitutions. These procedures include distribution of the
proposed regulation to tax preparers and professionals for comment
prior to filing this emergency rule. The director has limited the scope
of the emergency rule to the circumstances creating the emergency.
Emergency rule filed January 7, 2005, effective January 17, 2005 and
expires July 15, 2005.

(1) In general, an individual may qualify for a credit for nonrecur-
ring expenses incurred in the legal adoption of a special needs child.
The credit may be used to reduce individual income tax. The classi-
fication of a child as a �special needs child� is determined by the
Children�s Division of the Department of Social Services (Children�s
Division).

(2) Definitions of Terms.
(A) Special needs child�As certified by the Children�s Division,

a child-placing agency licensed by this state, or a court of competent
jurisdiction. This does not include any child who has attained the age
of eighteen (18); unless it has been determined the child has a med-
ical condition or handicap that would limit the child�s ability to live
independently of the adoptive parents.

(B) Resident special needs child�A special needs child who was
a resident of this state, or who was a ward of a resident of this state,
at the time the adoption was initiated.

(C) Nonresident special needs child�A special needs child who
was neither a resident of this state nor a ward of a resident of this
state at the time the adoption was initiated.

(D) Qualified expenses�Reasonable and necessary nonrecurring
adoption expenses including attorney fees, court costs, and other
directly related expenses not taken as a deduction or credit under any
similar provision of federal, state, or local law.

(E) Fiscal year�July 1 to June 30.
(F) Filing period�The filing period for claiming a credit begins

on July 1 of the fiscal year and ends on April 15 of the fiscal year. If
April 15 ends on a Saturday, Sunday, or a holiday, the filing period
shall end on the first business day following April 15.

(3) Basic Application.
(A) An individual residing in this state who proceeds in good faith

to adopt a special needs child may be eligible for an adoption tax
credit. The tax credit is limited to the lesser of ten thousand dollars
($10,000) or the actual amount of qualified expenses incurred in the
adoption of each special needs child. The tax credit is available for a
total of five (5) years. The five (5)-year period begins when the tax
credit is first taken or the adoption is finalized, whichever occurs
first, and the years for claiming the tax credit run consecutively.

(B) The lesser of one-half (1/2) of the actual amount of qualified
expenses incurred or five thousand dollars ($5,000) may be used to
reduce the income tax on the adoptive parent�s individual income tax
return for the tax year in which the special needs child is placed in
the home. The remaining tax credit may be used to reduce the income
tax in the tax year the adoption is finalized.

(C) The adoption tax credit used may not exceed the income tax
for the tax year. The portion of the tax credit which exceeds the
income tax shall not be refunded but may be carried forward and
used against the taxpayer�s income tax for the subsequent four (4) tax
years from the year the child is placed in the home.

(D) The owner of an adoption tax credit may assign, transfer or
sell the credit. To claim the credit, the buyer must provide a state-
ment signed by the seller that includes the names, addresses, and
Social Security numbers of the buyer and seller, the date the credit
was sold, the amount of tax credit sold, and a copy of the Form MO-
ATC completed by the adoptive parents. 

(E) The adoption tax credit is subject to the original owner�s delin-
quent income, sales, and use taxes, including interest and penalties.
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Rules appearing under this heading are filed under the
authority granted by section 536.025, RSMo 2000. An

emergency rule may be adopted by an agency if the agency
finds that an immediate danger to the public health, safety or
welfare, or a compelling governmental interest requires
emergency action; follows procedures best calculated to
assure fairness to all interested persons and parties under
the circumstances; follows procedures which comply with the
protections extended by the Missouri and the United States
Constitutions; limits the scope of such rule to the circum-
stances creating an emergency and requiring emergency
procedure, and at the time of or prior to the adoption of such
rule files with the secretary of state the text of the rule togeth-
er with the specific facts, reasons and findings which support
its conclusion that there is an immediate danger to the public
health, safety or welfare which can be met only through the
adoption of such rule and its reasons for concluding that the
procedure employed is fair to all interested persons and par-
ties under the circumstances.

Rules filed as emergency rules may be effective not less
than ten (10) days after filing or at such later date as

may be specified in the rule and may be terminated at any
time by the state agency by filing an order with the secretary
of state fixing the date of such termination, which order shall
be published by the secretary of state in the Missouri
Register as soon as practicable.

All emergency rules must state the period during which
they are in effect, and in no case can they be in effect

more than one hundred eighty (180) calendar days or thirty
(30) legislative days, whichever period is longer. Emergency
rules are not renewable, although an agency may at any time
adopt an identical rule under the normal rulemaking proce-
dures.
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(F) No credit shall be allowed for that portion of the qualified
expenses paid from any funds received under any federal, state or
local program.

(G) The credit shall be reduced by an amount equal to the state�s
cost of providing care, treatment, maintenance and services when:

1. There is no intent to return the child to the adoptive home
and the special needs child is placed in foster care or a residential
treatment facility, which is licensed by the Division of Family
Services, the Division of Youth Services, or the Department of
Mental Health; or

2. A juvenile court temporarily or finally relieves the adoptive
parents of custody of the special needs child.

(H) Only one (1) ten thousand dollar ($10,000) credit is available
for each special needs child that is adopted.

(I) The cumulative amount of tax credits that may be issued for
qualified expenses in any one (1) fiscal year cannot exceed
$4,000,000 of which $2,000,000 may only be issued for the adop-
tion of resident special needs children. The remaining $2,000,000 is
available first for credits claimed during the first ninety (90) days of
the fiscal year for the adoption of nonresident special needs children.
If less than $2,000,000 is claimed during the ninety (90)-day period
for nonresident special needs children, the remainder is available for
credits claimed for the adoption of resident special needs children. If
the remaining credit is not used for the adoption of resident special
needs children, it is available for the adoption of nonresident special
needs children.

(J) If the total credits claimed exceed the amount available in either
category, the credits will be apportioned pro rata among all of the
taxpayers in each category who have filed a valid claim within the fil-
ing period. 

(K) All claims filed after the filing period and received before the
beginning of the next filing period will be accepted in the order that
they are filed until the amount available for that category is depleted.
If no funds are available for that category, the claim will be denied,
and may be refiled during the filing period for the following fiscal
year.

(L) In the first year in which the credit is claimed, any taxpayer
claiming this tax credit must attach to the individual income tax
return a completed Missouri Department of Revenue Form ATC.
This form can be accessed from the Department of Revenue�s web-
site at http://www.dor.mo.gov/tax/personal/individual/forms/2004,
under tax credit forms.   

(4) Examples.
(A) A special needs child is placed in the home and the adoption

is finalized in 2002. The taxpayer incurred $15,000 in qualified
expenses. The taxpayer has income tax of $6,000 for the tax year.
The individual may use $6,000 in 2002 and has $4,000 to carry for-
ward to 2003.

(B) A special needs child is placed in the home in 2002. The adop-
tion is finalized in 2003. The individual incurred $15,000 in quali-
fied expenses. The individual has income tax of $6,000 for 2002.
Because the credit is limited to 50% of the total credit in the year that
the child is placed in the home, the individual may only use $5,000
in 2002 and has $5,000 to carry forward to 2003.

(C) A special needs child is placed in the home in 2002. The adop-
tion is finalized in 2004. The individual incurred $15,000 in quali-
fied expenses. The individual has income tax of $6,000 for 2002, and
may use $5,000 of credit in that year (50% of the total credit of
$10,000). Because the adoption was not finalized until 2004, the
individual has no credit available for 2003, and has $5,000 available
for 2004.

(D) A special needs child is placed in the home in 2002. The adop-
tion is finalized in 2004. The individual incurred $15,000 in quali-
fied expenses. The individual has income tax of $3,000 for 2002 and
for 2003. The individual may use $3,000 of the $5,000 available
credit in 2002, $2,000 of the credit in 2003, and has another $5,000
available for 2004.

(E) A special needs child is placed in the home in 2002. The adop-
tion is finalized in 2004. The individual incurred a total of $8,000 in
qualified expenses. The individual has income tax of $3,000 for 2002
and for 2003. The individual may use $3,000 of the $4,000 available
credit in 2002, $1,000 of the credit in 2003, and has another $4,000
available for 2004.

(F) An individual incurred a total of $10,000 in qualified expens-
es related to the adoption of a resident special needs child. The indi-
vidual incurred income tax of $3,000 in 2004 and filed a 2004 return
on April 30, 2005, after the filing period for the adoption tax cred-
it. At the end of the filing period, the aggregate amount of resident
adoption tax credit that was claimed was $1,998,000, and no other
resident adoption tax credit claims were filed prior to the individual�s
return. The individual�s credit is limited to the remaining $2,000 of
available credit for the fiscal year ending June 30, 2005, and $1,000
of the individual�s credit will be denied.

(G) The individual incurred a total of $10,000 of qualified adop-
tion expenses and income tax of $3,000 for 2004. The individual
filed a 2004 return within the filing period to claim the credit. The
total claims for the adoption expenses for nonresident special needs
children filed within the filing period equaled $4,000,000. The indi-
vidual will be approved for a credit of $1,500 for 2004, 50% of the
credit claimed ($2,000,000 divided by $4,000,000), and will have
$8,500 of credit available for 2005.

(H) A special needs child is placed in the home and the adoption
is finalized in 2004. The individual incurred $15,000 in qualified
expenses and had income tax of $6,000 for the tax year. The indi-
vidual filed a 2004 return after the end of the filing period, and the
cumulative amount of tax credits available for the fiscal year had
been reached. The individual�s claim for $6,000 in 2004 will be
denied, and the individual has $10,000 to carry forward to 2005. 

(I) A car dealer accepts an adoption tax credit as payment for a
car. The car dealer may use the adoption tax credit to offset any
income tax, subject to the applicable restrictions. No portion of the
credit is refundable, but can be carried over for the remaining life of
the credit.

(J) In the year the adoption is finalized and after the tax credit had
been sold, a juvenile court temporarily relieved the parents of cus-
tody, at a total cost to the state of $8,000. The credit of $10,000 will
be reduced by the amount of the state�s cost in providing care, and
the transferee of the credit has $2,000 available.

(K) A special needs child is placed in the home and the adoption
is finalized in 1999. The individual incurred $15,000 in qualified
expenses. The individual has income tax of $6,000 each tax year.
The individual did not claim an adoption tax credit on the individ-
ual�s 1999 through 2003 returns. The individual may not claim a
credit for 2004. However, the individual may file amended returns
for any tax year for which the statute of limitations remains open and
claim the adoption tax credit.

(L) An individual adopts a special needs child in a foreign coun-
try and the adoption was finalized in the foreign country in 1999. The
individual incurred $14,000 in qualified expenses and owed no
income tax in 1999, 2000, or 2001, and owed income tax of $4,000
for 2002. The individual claimed $4,000 adoption tax credit on the
tax return for 2002. The unused $6,000 of qualified expenses is avail-
able to be carried over to 2003, but no further.

AUTHORITY: section 143.961, RSMo 2000. Emergency rule filed
Jan. 7, 2005, effective Jan. 17, 2005, expires July 15, 2005. A pro-
posed rule covering this same material is published in this issue of
the Missouri Register.
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The Secretary of State shall publish all executive orders beginning January 1, 2003, pursuant to section 536.035.2, RSMo
Supp. 2004.



February 15, 2005
Vol. 30, No. 4Page 360 Executive Orders



Page 361
February 15, 2005
Vol. 30, No. 4 Missouri Register



February 15, 2005
Vol. 30, No. 4Page 362 Executive Orders



Page 363
February 15, 2005
Vol. 30, No. 4 Missouri Register



February 15, 2005
Vol. 30, No. 4Page 364 Executive Orders


	Table of Contents
	Emergency Rules
	Revenue

	Executive Orders
	05-05
	05-06
	05-07

	Proposed Rules
	Orders of Rulemaking
	In Additions
	Construction Transient
	Dissolutions
	Source Guides
	Rules Changes Since Update
	Emergency Rules in Effect
	Executive Orders
	Register Index


	p: 


