HCS SCS SB 11 -- TAXATION
SPONSOR:  Ki nder (Cooper, 120)

COW TTEE ACTION: Voted "do pass" by the Commttee on Tax Policy
by a vote of 14 to 4.

This substitute creates a state sales and use tax holiday for
certain clothing, personal conputers, and school supplies
purchased during a three-day period each August. Any politica
subdi vision may opt in to the holiday by adoption of a |ocal
ordinance if submtted to the Departnent of Revenue by July 1
each year. The tax holiday will expire July 1, 2005.

The substitute also creates the Joint Legislative Conmttee on
Tax Policy consisting of five nenbers fromboth the House of
Representatives and the Senate. The commttee wll be
responsi bl e for continuous study and review of state tax policy
and to issue reports on its findings and recomendations to the
General Assenbly as deened necessary.

The substitute al so makes various changes to the collection of
various taxes by the Departnment of Revenue. The substitute:

(1) Requires every vendor or affiliate of a vendor seeking to
provi de goods and services to the State of M ssouri by contract
to collect and properly pay all sales and use taxes;

(2) Requires any anount of pension, annuity, or retirenent

al | onance deducted for state individual inconme tax purposes to be
included in the taxpayer’s federal adjusted gross incone and not
ot herwi se deducted in the calculation of Mssouri taxable incone.
Persons who are 100% di sabl ed, as defined by federal |aw, are
exenpted fromthis provision;

(3) Requires all lottery and ot her gam ng w nnings to be
i ncluded in M ssouri nonresident adjusted gross incone when the
W nnings are froma M ssouri source;

(4) Alows the director of the departnent to require the
remttance of sales and use taxes and w t hhol di ng taxes through
an electroni c funds paynent system for enployers and sellers who
are required to file and pay on a quarter-nonthly frequency;

(5) Includes court costs in excess of $25 related to the State
Suprene Court, Court of Appeals, or any circuit court of M ssour
as anounts that can be offset against a refund of taxes owed to a
t axpayer;

(6) Adds additional requirenents on any article being traded in



for the purpose of receiving a sales or use tax credit against a
new article being purchased. The article being traded in nust
have originally had sales or use tax paid on it or have been
specifically exenpted fromsal es and use taxes by law. Gain and
| i vestock rai sed or produced by a purchaser nmay be traded in on a
notor vehicle or trailer used for agricultural purposes by the
pur chaser;

(7) Requires as a condition of enploynent with state governnent
that all state incone taxes due be filed and paid by the
enpl oyee;

(8 Requires all state incone taxes due to be paid by nenbers of
the General Assenbly, statew de elected officials, and nenbers of
the judiciary; and

(9) Requires a tax clearance fromthe departnent prior to the
i ssuance or renewal of any professional |icense granted by the
state.

The substitute exenpts certain investnent funds service
corporations fromthe local |icense fees and | ocal business taxes
and all ows the apportionnent of inconme in determ nation of the
Kansas City earnings tax.

The substitute changes provisions related to the carry-forward
and carry-back provisions of net operating |osses for incone tax
purposes. Any anount of net operating |osses taken against
federal taxes but disall owed against Mssouri taxes since July 1,
2002, may be carried forward and used up to 20 years in the
future. In addition, certain net operating |losses relating to
farm ng may be carried back and forward in the same nanner as

all oned by federal |aw.

The substitute changes the effective date of the pharnmacy tax
fromJuly 1, 2002, to July 1, 2003, and allows the Departnent of
Social Services to adjust the pharnmacy tax rate quarterly, on a
prospective basis. The tax will expire 90 days after stated
conditions are net. The director of the departnent is required
to notify the Revisor of Statutes of the expiration date if the
conditions are net. |If the conditions are not net, the tax wll
expire on June 30, 2005.

The substitute contains an energency cl ause.

FI SCAL NOTE: Estinmated Net I ncone to General Revenue Fund of
$17, 702, 141 to Unknown in FY 2004, $7,667,219 to Unknown in FY
2005, and $9, 522,283 to Unknown in FY 2006. Estinated Net

Savi ngs to Pharmacy Tax Fund of $31, 494,070 in FY 2004,

$31, 490, 334 in FY 2005, and $31, 490,334 in FY 2006. Estinated



Net Effect to AIl Other State Funds of a cost of $580,953 to an
i ncone of Unknown in FY 2004, a cost of $714,561 to an i ncone of
Unknown in FY 2005, and an i ncome of Unknown in FY 2006.

PROPONENTS: Supporters of the bill as it passed the Senate say
that a sales tax holiday during August is a good way to stinmulate
the retail econonmy and will |ikely produce additional revenue for
the state through increases in non-exenpt sales during the sane
period. The sales tax holiday concept has been used successfully
in many ot her states.

Testifying for the bill were Senator Kinder; Fanmous Barr and the
Jones Store; Consumer El ectronic Association; Mssouri Retailers
Associ ation; M ssouri Chanber of Commerce; and Associ at ed

| ndustries of Mssouri.

OPPONENTS: Those who oppose the bill say that |ocal governments
cannot afford the | osses they will see fromincluding | ocal sales
tax in the holiday. They requested that |ocal governnents be

al l oned to choose whether or not they participate in the holiday.

Testifying against the bill were M ssouri Minicipal League; St.
Louis County Municipal League; M ssouri Association of Counties;
and County Conmmi ssioners Associ ation of M ssouri

Bill Tucker, Deputy Director of Research



