a b~ 0N

O© 0 N ol WN N

B
()

FIRST REGULAR SESSION
[CORRECTED]
HOUSE COMMITTEE SUBSTITUTE FOR

HOUSE JOINT RESOLUTION NO. 8

96TH GENERAL ASSEMBLY

0122L..03C D. ADAM CRUMBLISS, Chief Clerk

JOINT RESOLUTION

Submitting to the qualified voters of Missouri an amendment repealing section 4(d) of article X
of the Constitution of Missouri, and adopting one new section in lieu thereof relating to
the Missouri jobs and prosperity act.

Be it resolved by the House of Representatives, the Senate concurring therein:

That at the next general election to be held in the state of Missouri, on Tuesday next
following the first Monday in November, 2012, or at a specia election to be called by the
governor for that purpose, there is hereby submitted to the qualified voters of this state, for
adoption or rejection, the following amendment to article X of the Constitution of the state of
Missouri:

Section A. Section 4(d), article X, Constitution of Missouri, is repealed and one new
section adopted in lieu thereof, to be known as section 4(d), to read as follows:

Section 4(d). 1. In enacting any law imposing a tax on or measured by income, the
general assembly may define income by referenceto provisions of thelaws of the United States
as they may be or become effective at any time or from time to time, whether retrospective or
prospective in their operation. The general assembly shall in any such law set the rate or rates
of such tax. The general assembly may in so defining income make exceptions, additions, or
modifications to any provisions of the laws of the United States so referred to and for
retrospective exceptions or modifications to those provisions which are retrospective.

2. Subsections 2 to 10 of this section shall be known as, and may be cited asthe
"Missouri Jobs and Prosperity Act". For all tax yearsbeginning on or after January 1,
2015, notax shall beimposed by the state upon any incomederived from any sour ceby the
state, or on asset-based corporation or bank franchises, except asdescribed herein, and all

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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revenueslost asaresult of theprohibition on thetaxation of incomeunder thissection shall
bereplaced by thelevy and imposition of atax upon the consumption or usein this state
of taxable property or services. No tax credits shall be authorized after January 1, 2015,
and no authorized tax credit other than for senior citizens property tax relief shall be
allowed after the elimination of the individual income tax as provided in subsection 5 of
thissection. Taxable property or services shall mean any property (including leaseholds
of any term or rents with respect to such property but excluding intangible personal
property and property for which thetax authorized by this section hasbeen collected due
to a prior taxable transaction) and any service consumed or used in this state.
Notwithstanding any other provisionsof thisarticletothecontrary, taxableproperty shall
include all component parts of residential housing constructed after the effective date of
this section. For purposes of this section, the term " purchased for a business purpose’
shall mean purchased by a person engaged in atrade or business and used exclusively in
that trade or business for resale, to produce, provide, render or sell taxable property or
services. For purposes of this section, the term " purchased for an investment pur pose"
shall mean property purchased exclusively for pur posesof appreciation or the production
of income, and tuition and feespaid for educational servicesto an elementary school, high
school, or accredited institution of higher education. No tax shall be imposed under this
section on any taxable property or service purchased for a business purpose and used
exclusively for abusiness purpose, including agriculture, or purchased for an investment
purpose and used exclusively for an investment purpose.

(1) Notax shall beimposed under this section for:

a. Motor fuel purchases subject to an excisetax;

b. Premiums or fees paid on valid insurance policies but only if the insurance
company does not claim its purchases wer e purchased for a business purpose; or

c. Property for which thetax authorized under thissection hasbeen collected due
toaprior taxabletransaction.

(2) Thegeneral assembly shall provideby law for deter mining the scope of taxable
servicesand for otherwiseimplementing the provisions of thissection prior to January 1,
2015. All salestax exemptionsin place as of the effective date of this section exempting
purchases other than the purchases enumerated in thisarticle shall be void.

3. Notwithstanding the limitation on total staterevenuesas provided in article X,
section 18 of this constitution, an adjustment in the tax rate shall be calculated to ensure
that the amount of revenuereceived is substantially equal to the amount of revenuethat
would have been generated by thetaxesrepealed under thissection aver aged over thefive
immediately preceding state fiscal years by the state treasurer. Such adjustments shall
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includean adjustment in the salestax rate on the purchase of new motor vehiclesin order
tomaintain thesameor substantially similar amount of revenuefrom such purchases. The
department of revenueor itssuccessor shall recalculatelocal political subdivision tax rates
affected by thissection nolater than August 31, 2014, to producethe sameor substantially
similar revenue as collected using the average of collections for the last five state fiscal
yearsunlessthe local political subdivision has submitted a proposal to increase any such
local tax rates and has received majority approval from the votersfor such increasein
which case the department shall include the additional voter approved tax rate in the
recalculations. The department shall submit therecalculated ratesto the state treasurer
for approval. The statetreasurer shall approve or identify required changesto maintain
revenueneutrality within sixty daysof receivingthe department’'srecommendations. The
statetreasurer shall publish theapproved salestax ratesfor thelocal political subdivisions
nolater than November 30, 2014. A local political subdivision may request arecalculation
of its sales tax rates one time within twenty-four months of the publishing of the
recalculated ratesif thestate scalculationsfail to collect an amount of revenueequal tothe
averageof thelast five statefiscal yearsof collections. Thedepartment of revenueand the
statetreasurer shall repeat therecalculation processof thelocal salestax ratesby August
31, 2015, and November 30, 2015, respectively. Thebasisof therecalculation shall bethe
aver ageof thecollectionsin thestatefiscal yearsof 2011, 2012, 2013, 2014, and 2015. L ocal
political subdivisions may request a recalculation as described herein.

4. Notwithstanding the provisions of sections 43(a) and 47(a) of article IV of this
constitution and Proposition C, asadopted by theinitiativeon November 2,1982, therates
of tax levied and imposed under those sectionsand Proposition C shall undergo aone-time
calculation by thestatetreasurer, takinginto account any adjustment in thetax base. This
recalculation shall determinethenew ratesthat would produce an amount of revenuefor
thefiscal year of recalculation substantially equal tothe average of thelast five statefiscal
years of collections under the prior rates described in those sections of the constitution.
Thesenew tax ratesshall berecalculated in thissame manner should therateof tax levied
under section 4(d) of article X of this constitution be readjusted. For the tax year
beginning January 1, 2015, the general revenue salestax rate shall be four percent. The
statetreasurer shall recalculate, using the taxable base established in subsection 2 of this
section, salestaxesimposed under sections43(a) and 47(a) of articlelV and Proposition C
tomaintain revenueneutrality from thosesour cesbased on theaver ageof thelast fivestate
fiscal years of collections, and shall recommend such proposed rates to the general
assembly for its consideration as provided in subsection 8 of this section. The state
treasurer shall recalculatethe state salestax rate each year that theindividual incometax



HCSHJR 8 4

84
85
86
87
88
89
90
91
92
93
94
95
96
97
98
99
100
101
102
103
104
105
106
107
108
109
110
111
112
113
114
115
116
117
118
119

isreduced under subsection 5 of thissection, and shall recommend such proposed ratesto
the general assembly for its consideration as provided in subsection 8 of this section. At
no time shall the general revenue salestax rate exceed seven per cent.

5. Thetaxesthat arereplaced as of the effective date of this section areasfollows:

(1) Corporateincometaxes,

(2) Withholding and individual income taxes of at least a twenty-five percent
reduction in therate per year using the average of collectionsfor fiscal years 2010, 2011,
2012, 2013, and 2014, until eliminated. Thesetaxesshall beeliminated in full nolater than
January 1, 2019;

(3) Corporation franchise and bank franchise taxes,

(4) All existing state salesand usetaxes; provided, however, existing salesand use
taxes on used motor vehicles, asdefined by law, shall bereduced by aratereduction of at
least thirty-threeand one-third percent per year using the aver age of collectionsfor fiscal
years2012, 2013, and 2014, until eliminated. Such taxesshall beeliminated in full nolater
than January 1, 2018.

6. Thegeneral assembly may, by general law, provideamethod for calculatingand
providing sales tax rebates or prebatesto allow a portion of taxable purchases made by
Missouri residentsto be exempt from the tax authorized under this section. The annual
rebate established under this section shall have a maximum ceiling of two thousand eight
hundred dollars of purchases for each Missouri resident qualified with the maximum
ceiling indexed to increase by the Consumer Price Index from each previous year;
provided, however, that no such increase shall be made prior to January 1, 2019.

7. Thedepartment of revenue shall implement the provisions of these sections as
provided by law in subsection 2 of thissection. Theburden of proof for establishing atax
liability shall be borne by the department in all cases.

8. The general assembly shall act upon the state treasurer's recommendation
duringthelegidative session convened under section 32, articlelll of thisconstitution. A
concurrent resolution, not subject to substantive amendment in either chamber, shall be
introduced in the house of representativesfor approval or rejection by majority vote. If
approved, the concurrent resolution shall be considered by the senate for approval or
regection. If approved by both chambers, the concurrent resolution shall be presented to
thegovernor, and, within fourteen daysof such presentment, thegovernor shall returnthe
concurrent resolution to the house of r epresentativesendor sed with hisor her approval or
accompanied by his or her objections. If the concurrent resolution is approved by the
governor, thetax rateadjustment shall becomeeffective January fir st of the next calendar
year. |If the concurrent resolution isnot approved by the governor, the general assembly
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shall automatically convenein special session within fourteen days of such disapproval to
reconsider the resolution as otherwise provided in section 32 of article 111 of this
congtitution. If theconcurrent resolution isapproved by therequired two-third majority,
thetax rate adjustment shall become effective January first of the next calendar year. If
the general assembly fails to approve the recommended tax rate as described in this
section, the withholding and income tax rate shall be reduced by twenty-five percent as
calculated in subdivision (2) of subsection 5 of this section and the state treasurer shall
calculate the new rate to be substantially equal to the average of the last five state fiscal
years of collection subject to the limitations of subsection 4 of this section. Thenew rate
shall be effective January first of the next calendar year.

9. Therevisor of statutes, in conjunction with thedepartment of revenue, the state
tax commission, and other tax-r elated agenciesand departments, shall prepar eand submit
to the committee on legislative research a proposed bill repealing those provisions of law
which are deemed unenfor ceable or unnecessary under the provisions of this section.

10. The provisionsof thissection are severable. If any provision of thissection is
found by acourt of competent jurisdiction tobeunconstitutional, theremaining provisions
arevalid except totheextent that the court findsthat thevalid provisions, standing alone,
are incomplete and are incapable of being executed in accordance with the will of the
people.

Section B. Pursuant to chapter 116, RSMo, and other applicable constitutional provisions
and laws of this state allowing the general assembly to adopt ballot language for the submission
of ajoint resolution to the voters of this state, the official ballot title of the amendment proposed
in section A of this act shall read as follows:

"A 'yes vote will amend the Constitution of the State of Missouri to phase-out the
individual and corporate income tax, to eliminate the state sales and use tax, and to enact a
single, revenue-neutral sales and use tax on new purchases and uses of goods and services
capped at seven percent, and to exempt property purchased for business or investment from the
salestax, and to provide each qualified family with a salestax rebate to ensure no state salestax
ispaid on purchases up to a certain amount.

A 'no’ vote would not amend the Constitution of the State of Missouri.".
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