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AN ACT

To repeal sections 34.040, 71.620, 92.250, 143.121, 143.124, 143.181, 143.225, 143.782, 144.025,

144.081, 338.501, 338.515, 338.520, 338.525, 338.545, and 338.550, RSMo, and to enact in
lieu thereof nineteen new sections relating to taxation, with an emergency clause and atermination
date for a certain section.

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

Section A. Sections 34.040, 71.620, 92.250, 143.121, 143.124, 143.181, 143.225, 143.782,
144.025, 144.081, 338.501, 338.515, 338.520, 338.525, 338.545, and 338.550, RSMo, are repealed
and nineteen new sections enacted in-lieu thereof, to be known as sections 21.810, 34.040, 71.620,
92.250,143.121,143.124,143.181, 143.225, 143.782,144.025, 144.049, 144.081, 313.826, 338.515,
338.520, 338.550, 488.5028, 1, and 2,to read-as follows:

21.810. 1. Thereisestablished a permanent joint committee of the general assembly to
be known asthe " Joint Committee on Tax Policy” which shall be composed of five members of
the senate, appointed by the president pro tem of the senate, and five member s of the house of
representatives, appointed by the speaker of the house of representatives. A majority of the
member s of the committee shall constitute aquorum. Themember sshall annually select one of
the membersto bethe chair and one of the membersto bethe vice chair. The speaker of the
house of representatives and the president pro tem of the senate shall appoint the respective
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majority members. Theminority leader of the house and the minority leader of the senate shall
appoint the respective minority members. The members shall receive no additional
compensation, but shall bereimbur sed for actual and necessary expensesincurred by theminthe
performance of their duties. No major party shall berepresented on thecommitteeby morethan
threemember sfrom thesenatenor by morethan threemember sfrom thehouse. Thecommittee
isauthorized to meet and act year round and to employ the necessary per sonnel within thelimits
of appropriations. Thestaff of thecommitteeon legidativeresear ch, houser esear ch, and senate
resear ch shall provide necessary clerical, research, fiscal, and legal servicesto the committee,
asthe committee may request.

2. It shall be the duty of the committee:

(1) Tomakea continuing study and analysisof thecurrent-and proposed tax policy of this
stateasit relatesto:

(a) Fairnessand equity;

(b) Trueeconomicimpact;

(c) Burden on individuals and businesses;

(d) Effectivenessof tax expenditures;

(e) Impact on palitical subdivisions of this state;

(f) Agreements and contractswith the federal government, other statesand territories,
political subdivisions, and privateentitiesrelatingtothecollection and administration of sateand
local taxes and fees,

(g) Compliancewith thestateand United StatesCongtitution and feder al and inter national
law; and

(h) The effects of interstate commer ce;

(2) Tomakea continuing study and review of thedepartment of revenue, the department
of economic development, the statetax commission, and any other state agency, commission, or
state executive office responsible for the administration of tax policies, including the internal
organization, management, power s, duties and functiens of the departments, commissions, and
offices,

(3) Tostudy theeffectsof the coupling or decoupling with thefederal incometax codeas
it relatesto the stateincome tax;

(4) To make recommendations, as and when the committee deems fit, to the general
assembly for legidative action or to report findings and to the departments, commissions, and
officesfor administrative or procedural changes, and

(5) To study the effects of a salestax holiday.

3. All state departments, commissions, and officesresponsible for the administration of
tax policies shall cooperate with and assist the committee in the performance of its duties and



shall makeavailableall books, recor dsandinfor mation requested, except individually identifiable
information regarding a specific taxpayer. The committee may also consult with public and
private univer sities and academies, public and private or ganizations, and private citizensin the
performance of itsduties. Thecommitteemay contract with publicand privateentities, withinthe
limits of appropriation, for analysisand study of current or proposed changesto state and local
tax policy. The committee shall have the power to subpoena witnesses, take testimony under
oath, compel the attendance of witnesses, the giving of testimony and the production of records.

34.040. 1. All purchasesin excess of three thousand dollars shall be based on competitive bids,
except as otherwise provided in this chapter.

2. Onany purchase where the estimated expenditure shall betwenty-five thousand dollarsor over,
except as provided in subsection 5 of this section, the commissioner of -administration shall:

(1) Advertisefor bidsin at least two dally newspapers of generd circulation in such placesasare
most likely to reach prospective biddersand may advertisein at least two weekly minority newspapersand
may provide suchinformation through an e ectronic medium availableto the generd public at least five days
before bids for such purchases are to be opened. Other methods of advertisement, which may include
minority business purchase councils, however, may beadopted by the commissioner of adminigtrationwhen
such other methods are deemed more advantageous for the supplies to be purchased;

(2) Post anatice of the proposed purchasein his or her office; and

(3) Solicit bids by mail or other.reasonable method generaly available to the public from
prospective suppliers.  All bids for such supplies shdl be mailed or delivered to the office of the
commissioner of adminigtration so as to reach such office before the time set for opening bids.

3. Thecontract shal belet to thelowest and best bidder. The commissioner of adminigtration shall
have the right to rgject any or dl bids and advertise for new bids, or purchase the required supplies on the
openmarket if they can be so purchased at a better price. When bidsreceived pursuant to this section are
unreasonable or unacceptable asto termsand conditions; noncompetitive, or thelow bid exceedsavailable
fundsand it isdetermined in writing by the commissioner of adminigtration that time or other circumstances
will not permit the delay required to resolicit competitive bids, a contract may be negotiated pursuant to
this section, provided that each responsible bidder who submitted such bid under the origina solicitation
is notified of the determination and is given a reasonable opportunity to modify their bid and submit a best
and find bid to the state. In cases where the bids received are noncompetitive or the low bid exceeds
available funds, the negotiated price shal be lower than the lowest rejected bid of any responsible bidder
under the origina solicitation.

4. All bids shdl be based on standard specifications wherever such specifications have been
approved by the commissoner of adminidration. The commissoner of adminigration shal make rules
governing the delivery, ingpection, storage and digtribution of al supplies so purchased and governing the
manner in which dl daims for supplies delivered shdl be submitted, examined, approved and paid. The



commissoner shal determine the amount of bond or deposit and the character thereof which shall
accompany bids or contracts.

5. The department of natural resources may, without the approva of the commissioner of
adminidration required pursuant to this section, enter into contracts of up to five hundred thousand dollars
to abate illegal waste tire Sites pursuant to section 260.276, RSMo, when the director of the department
determines that urgent action is needed to protect public hedth, safety, naturd resources or the
environment. Thedepartment shdl follow bidding procedures pursuant to this section and may promulgete
rules necessary to establish such procedures. Any ruleor portion of arule, asthat termisdefined in section
536.010, RSMo, that is created under the authority delegated in this section shall become effective only
if it complieswith and is subject to al of the provisions of chapter 536, RSMo, and, if applicable, section
536.028, RSMo. Thissection and chapter 536, RSMo, are nonseverable and if any of the powersvested
with the generd assembly pursuant to chapter 536, RSMo, to review, to delay the effective date or to
disgpprove and annul arule are subsequently held uncondtitutiond, then the grant of rulemaking authority
and any rule proposed or adopted after August 28, 1999, shall be invaid and void.

6. Thecommissoner of administration and other agenciesto which the state purchasing
law applies shall not contract for goods or services with a vendor if the vendor or an affiliate of
the vendor makessalesat retail of tangible personal property or for the purpose of storage, use,
or consumption in this state but fails to-collect and properly pay the tax as provided in chapter
144, RSMo. For the purposesof thissection, " affiliate of the vendor™ shall mean any person or
entity that is controlled by or isunder common control with the vendor, whether through stock
ownership or otherwise.

71.620. 1. Hereafter no person following for alivelihood the profession or caling of minigter of
the gospdl, duly accredited Chrigtian Science practitioner, teacher, professor in a college, priest, lawyer,
certified public accountant, dentist, chiropractor, optometrist, chiropodist, [or] physician or surgeon or
investment funds service cor por ation as defined in section 143.451, RSMo, in this sate, shdl be
taxed or made liable to pay any municipal or other corporation tax or license fee of any description
whatever for the privilege of following or carrying on such.professon or cdling, any law, ordinance or
charter to the contrary notwithstanding.

2. No person following for alivelihood the profession of insurance agent or broker, veterinarian,
architect, professond engineer, land surveyor, auctioneer, or real estate broker or sdlesman in this Sate,
shall be taxed or made ligble to pay any municipa or other corporation tax or license fee for the privilege
of following or carrying on his professon by a municipaity unless that person maintains a business office
within that municipdity.

92.250. The earnings or net profitssubject to tax of any nonresident individua, of any association
or busi ness conducted by nonresidents, or of any corporation, in any caseinwhich thework done, services
performed or rendered, and business or other activities conducted or done, performed, rendered or



conducted both within and without the city may be ascertained by formulae set forth in any ordinance
enacted pursuant to sections 92.210 to 92.300 or prescribed by rules or regulations adopted pursuant to
the ordinance; provided, however that in determiningitsnet profitssubject totax, and irrespective
of any other formulae set forth in any ordinance enacted, any cor poration shall be permitted to
utilize the apportionment method used to determine its Missouri taxable income pursuant to
section 143.451, RSMo.

143.121. 1. The Missouri adjusted gross income of a resdent individud shdl be [his] the
taxpayer's federd adjusted gross income subject to the modifications in this section.

2. There shdl be added to [his] the taxpayer's federa adjusted grossincome:

(& The amount of any federd income tax refund recelved for a prior year which resulted in a
Missouri income tax benefit;

(b) Interest on certain governmenta obligations excluded from federa gross income by Section
103 of the Internad Revenue Code. The previous sentence shdl not gpply to interest on obligations of the
state of Missouri or any of its politica subdivisons or authorities and shal not apply to the interest
described in subdivision (a) of subsection 3 of this section. The amount added [under] pursuant to this
paragraph shal be reduced by the amounts applicable to such interest that would have been deductiblein
computing the taxable income of the taxpayer-except only for the gpplication of Section 265 of the Interna
Revenue Code. Thereduction shall only bemedeif it is at least five hundred dollars;

() The amount of any deduction that is included in the computation of federa taxable income
[under] pursuant to Section 168 of the Interna Revenue Code as amended by the Job Creation and
Worker Assistance Act of 2002 to the extent the amount deducted relates to property purchased on or
after July 1, 2002, but before July 1, 2003, and to the extent the amount deducted exceedsthe amount that
would have been deductible [under] pursuant to Section 168 of the Internal Revenue Code of 1986 as
in effect on January 1, 2002; and

(d) Theamount of any deduction that isincluded in the computation of federd taxable income for
net operating loss allowed by Section 172 of the Internal Revenue Code of 1986, as amended, [except for
any deduction] other thanthe deduction allowed by Section 172(b)(1)(G) and Section 172(i) of the
Internal Revenue Code of 1986, as amended, for a net operating loss the taxpayer clamsin the tax
year in which the net operating loss occurred or carriesforward for aperiod[not to exceed] of morethan
twenty years and carries backward for [not] more than two years. Any amount of net operating loss
takenagaingt feder al incometaxeshbut disallowed against Missour i incometaxespursuant tothis
par agraph since July 1, 2002, may becarried forward and taken against any losson the Missouri
incometax return for a period of not more than twenty yearsfrom the year of theinitial loss.

3. Thereshdl besubtracted from[his] the taxpayer's federd adjusted grossincomethefollowing
amounts to the extent included in federd adjusted grossincome:

(@ Interest or dividends on obligations of the United States and its territories and possessions or



of any authority, commission or insrumentdity of the United States to the extent exempt from Missouri
income taxes[under] pursuant to thelawsof the United States. The amount subtracted[under] pur suant
to this paragraph shal be reduced by any interest on indebtedness incurred to carry the described
obligations or securities and by any expenses incurred in the production of interest or dividend income
described in this paragraph. The reduction in the previous sentence shdl only gpply to the extent that such
expensesincluding amortizable bond premiums are deducted in determining [his] the taxpayer's federd
adjusted grossincome or included in [his] the taxpayer's Missouri itemized deduction. Thereductionshdl
only be made if the expensestotd at least five hundred dollars;

(b) The portionof any gain, from the sale or other disposition of property having ahigher adjusted
basis to the taxpayer for Missouri incometax purposes than for federal incometax purposes on December
31, 1972, that does not exceed such difference in basis. If again is considered a long-term capita gain
for federa income tax purposes, the modification shdl be limited to one-hdf of such portion of the gain;

(c) Theamount necessary to prevent the taxation [under sections 143.011 to 143.996] pursuant
to chapter 143 of any annuity or other amount of income or gain which was properly included inincome
or gain and was taxed [under] pursuant to the laws of Missouri for a taxable year prior to January 1,
1973, to thetaxpayer, or to adecedent by reason of whose death the taxpayer acquired theright to receive
the income or gain, or to atrust or estate from which the taxpayer received the income or gain;

(d) Accumulationdigtributions received by ataxpayer as abeneficiary of atrust to the extent that
the same are included in federd adjusted grossincome;

() Theamount of any gate income tax refund for a prior year which wasincluded in the federd
adjusted gross income;

(f) The portion of capital gain specified in [subsection 3 of section 144.747] section 135.357,
RSMo, that would otherwise be included in federa adjusted grossincome; and

(99 The amount that would have been deducted in the computation of federd taxable income
[under] pursuant to Section 168 of the Internd-Revenue Code as in effect on January 1, 2002, to the
extent that amount relates to property purchased on or after July 1, 2002, but before July 1, 2003, and to
the extent that amount exceeds the amount actually dedueted [under] pursuant to Section 168 of the
Internal Revenue Code as amended by the Job Creation and Worker Assistance Act of 2002.

4. Thereshdl beadded to or subtracted from [his] the taxpayer's federal adjusted grossincome
the taxpayer's share of the Missouri fiduciary adjustment provided in section 143.351. 5. There
shdl be added to or subtracted from [his] the taxpayer's federa adjusted grossincomethe modifications
provided in section 143.411.

143.124. 1. Other provisons of law to the contrary notwithstanding, the totd amount of al
annuities, pensions, or retirement alowances above the amount of six thousand dollars annudly provided
by any law of this state, the United States, or any other state to any person except as provided in
subsection 4 of this section, shall be subject to tax pursuant to the provisons of this chapter, in the same



manner, to the same extent and under the same conditions as any other taxable income received by the
personrecevingit. For purposesof this section, annuity, pension, or retirement alowance shdl be defined
as an annuity, pension or retirement allowance provided by the United States, this state, any other state or
any political subdivison or agency or indtitution of this or any other state. For dl tax years beginning on
or after January 1, 1998, for purposes of this section, annuity, pension or retirement alowance shdl be
defined toinclude 401(k) plans, deferred compensation plans, self-employed retirement plans, dso known
as Keogh plans, annuitiesfrom adefined pension plan and individud retirement arrangements, aso known
as |IRAs, as described in the Internad Revenue Code, but not including Roth IRAS, aswell as an annuity,
pension or retirement alowance provided by the United States, this state, any other state or any politicd
subdivison or agency or inditution of this or any other date. Anindividud taxpayer shdl only bedlowed
amaximum deduction of six thousand dollars pursuant to this section. - Taxpayers filing combined returns
shdl only be dlowed a maximum deduction of six thousand dollars for each taxpayer on the combined
return,

2. For the period beginning July 1, 1989, and ending December 31, 1989, there shall be
subtracted from Missouri adjusted grossincome for that period, determined pursuant to section 143.121,
the firg three thousand dollars of retirement benefits received by each taxpayer:

(1) If the taxpayer's filing satus.is-single; head-of household or qualifying widow(er) and the
taxpayer's Missouri adjusted gross income isless than tweve thousand five hundred dollars; or

(2) If the taxpayer'sfiling satusis married filing combined and their combined Missouri adjusted
grossincomeis less than sixteen thousand dollars; or

(3) If the taxpayer'sfiling Satusis married filing separately and the taxpayer's Missouri adjusted
grossincomeis less than eight thousand dollars.

3. For thetax years beginning on or after January 1, 1990, there shal be subtracted from Missouri
adjusted grossincome, determined pursuant to section 143.121, amaximum of thefirst Sx thousand dollars
of retirement benefits received by each taxpayer-from sources other than privately funded sources, and for
tax years beginning on or after January 1, 1998, there shal be subtracted from Missouri adjusted gross
income, determined pursuant to section 143.121, a maximum of the first one thousand dollars of any
retirement allowance received from any privately funded sourcefor tax years beginning on or after January
1, 1998, but before January 1, 1999, and a maximum of the first three thousand dollars of any retirement
alowance received from any privately funded source for tax years beginning on or after January 1, 1999,
but before January 1, 2000, and a maximum of the first four thousand dollars of any retirement alowance
received from any privately funded source for tax years beginning on or after January 1, 2000, but before
January 1, 2001, and a maximum of the firgt five thousand dollars of any retirement alowance received
from any privately funded source for tax years beginning on or after January 1, 2001, but before January
1, 2002, and amaximum of the first x thousand dollars of any retirement alowance received from any
privately funded sources for tax years beginning on or after January 1, 2002. A taxpayer shdl be entitled



to the maximum exemption provided by this subsection:

(1) If the taxpayer's filing satus is single, head of household or qualifying widow(er) and the
taxpayer's Missouri adjusted gross income is less than twenty-five thousand dollars; or

(2) If thetaxpayer'sfiling satusis married filing combined and their combined Missouri adjusted
grossincomeis less than thirty-two thousand dollars; or

(3) If the taxpayer's filing satusis married filing separatdly and the taxpayer's Missouri adjusted
grossincomeis less than sxteen thousand dollars.

4. |If ataxpayer's adjusted gross income exceeds the adjusted gross income ceiling for such
taxpayer's filing status, as provided in subdivisons (1), (2) and (3) of subsection 3 of this section, such
taxpayer shall be entitled to an exemption equa to the greater of zero or the maximum exemption provided
in subsection 3 of this section reduced by one dollar for every dollar such taxpayer's income exceeds the
caling for hisor her filing Saus

5. For purposes of this section, any Socid Security benefits otherwise included in Missouri
adjusted grossincome shal be subtracted; but Socia Security benefits shall not be subtracted for purposes
of other computations pursuant to this chapter, and are not to be considered as retirement benefits for
purposes of this section.

6. The provisions of subdivisons(1)-and (2) of subsection 3 of this section shdl apply during al
tax years in which the federa Internd Revenue Code provides exemption levels for caculation of the
taxability of Socia Security benefitsthat are the same asthelevelsin subdivisons (1) and (2) of subsection
3 of thissection. If the exemption levels for the caculation of the taxability of Socid Security benefits are
adjusted by applicable federd law or regulation, the exemption levels in subdivisons (1) and (2) of
subsection 3 of this section shdl be accordingly adjusted to the same exemption levels.

7. The portion of ataxpayer's lump sum ditribution from an annuity or other retirement plan not
otherwise included in Missouri adjusted gross income as calculated pursuant to this chapter, but subject
to taxation under Internal Revenue Code Section 402 shdl.be taxed in an amount equal to ten percent of
the taxpayer's federd liability on such distribution for the sametax year.

8. For purposesof thissection, retirement benefitsreceived shdl not include any withdrawa sfrom
qudified retirement plans which are subsequently rolled over into another retirement plan.

9. The exemptions provided for in this section shdl not affect the calculation of the incometo be
used to determine the property tax credit provided in sections 135.010 to 135.035, RSMo.

10. The exemptions provided for in this section shall apply to any annuity, pension, or
retirement allowance as defined in subsection 1 of this section to the extent that such amounts
areincluded in thetaxpayer'sfederal adjusted grossincomeand not otherwisededucted from the
taxpayer's federal adjusted grossincomein the calculation of Missouri taxable income. This
subsection shall not apply to any individual who qualifies under federal guidelines to be one
hundred percent disabled.



143.181. 1. TheMissouri nonresident adjusted grossincome shdl bethat part of the nonresident
individua's federd adjusted gross income derived from sources within Missouri, as modified in the same
manner as st forth in section 143.121 with respect to resdent individuds. 1t shdl be the sum of:

(1) The net amount of items of income, gain, loss, and deduction entering into hisor her federa
adjusted gross income which are derived from or connected with sourcesin this sate including

(& [His] The individual's digtributive share of partnership income and deductions determined
under section 143.421, and

(b) [His] The individual's share of estate or trust income and deductions determined under
section 143.391, and

(¢) [His] The individual's pro rata share of S corporation income and deductions determined
under subsection 3 of section 143.471; and

(2) The portion of the modifications described in section 143.121 which relate to income derived
from sources in this state, including any modifications atributable to him or her as a partner.

2. ltemsof income, gain, loss, and deduction derived from or connected with sources within this
date are those items attributable to:

(1) Theownership or dispositionof any interest in red or tangible persond property in this Sate;
[and]

(2) A business, trade, profession, or-accupation carried on in this Sate;

(3) Winningsfrom awager placed.in alottery conducted by the statelottery commission,
if the proceeds from such wager arerequired, pursuant to the Internal Revenue Code of 1986,
as amended, or regulations adopted thereunder, to bereported by the statelottery commission
to the Internal Revenue Service; and

(4) Winningsfrom any other wager placed in thisstate or from any wagering transaction,
gaming activity, or gambling activity in this sate, if the proceeds from such wager, wagering
transaction, gaming activity, or gambling activity arerequired, pursuant tothelnternal Revenue
Code of 1986, asamended, or regulationsadopted ther eunder, to bereported by the payer tothe
Internal Revenue Service.

3. Incomefromintangiblepersona property, including annuities, dividends, interest, and gainsfrom
the digposition of intangible persond property, shal condtituteincome derived from sourceswithinthisstate
only to the extent that such income is from

(1) Property employed in abusiness, trade, profession, or occupation carried on in this date;

(2) Winningsfrom awager placed in alottery conducted by the statelottery commission,
if the proceeds from such wager arerequired, pursuant to the Internal Revenue Code of 1986,
asamended, or regulations adopted thereunder, to bereported by the statelottery commission
to the Internal Revenue Service; and

(3) Winningsfrom any other wager placed in thisstateor from any wagering transaction,



gaming activity, or gambling activity in this state, if the proceeds from such wager, wagering
transaction, gaming activity, or gambling activity arerequired, pursuant tothelnternal Revenue
Code of 1986, asamended, or regulationsadopted thereunder, to bereported by thepayer tothe
I nternal Revenue Service.

4. Deductions withrespect to capita losses, net long-term capita gains, and net operation losses
shdl be based soldly onincome, gains, losses, and deductions derived from sources within this state in the
same manner as the corresponding federal deductions under regulations to be prescribed by the director
of revenue.

5. If abusiness, trade, profession, or occupationiscarried on partly within and partly without this
state, the items of income and deduction derived from or connected with sources within this state shdl be
determined by gpportionment and alocation under regulaionsto be prescribed by the director of revenue.

6. Compensation paid by the United States for service in the armed forces of the United States
performed by anonresdent shal not congtitute income derived from sources within this Sate.

143.225. 1. Thedirector of revenue, by regulaion, may require an employer to timely remit the
unpaid amount required to be deducted and withheld by section 143.191 at theend of any quarter-monthly
period, only if the employer was required to deduct and withhold six thousand dollars or more in each of
at least two months during the prior twelve months:

2. The director may increase the-monthly requirement to more than six thousand dollars or
otherwise narrow the gpplication of the quarter-monthly remittance system authorized by thissection. The
director may not require the remittance of withheld taxes more often than monthly unless authorized by this
section.

3. A remittance shdl betimely if mailed as provided in section 143.851 within three banking days
after the end of the quarter-monthly period or if received by the director or deposited in a depository
designated by the director within four banking days after the end of the quarter-monthly period.

4. The unpaid amount shdl be after-a reduction for.the compensation provided by section
143.261. The unpaid amount at the end of aquarter-monthly period shdl not include unpaid amounts for
any prior quarter-monthly period.

5. For purposes of this section, "quarter-monthly period’ means:

(1) Thefirgt seven days of a cdendar month;

(2) Theeghth to fifteenth day of a cdendar month;

(3) The sixteenth to twenty-second day of a calendar month; and

(4) The portion following the twenty-second day of a caendar month.

6. (1) Inthe case of an underpayment of any amount required to be paid pursuant to this section,
an employer shdl be liable for apendty in lieu of al other pendties, interest or additions to tax imposed
by this chapter for violating this section. The pendty shdl be five percent of the amount of the
underpayment determined under subdivision (2) of this subsection. (2) The amount of the



underpayment shdl be the excess of
(@ Ninety percent of the unpaid amount at the end of a quarter-monthly period, over

(b) Theamount, if any, of the timely remittance for the quarter-monthly period.

7. (1) The pendty with respect to any quarter-monthly period shal not be imposed if the
employer'stimey remittance for the quarter-monthly period equas or exceeds one-fourth of the average
monthly withholding tax liaility of the employer for the preceding cdendar year. The month of highest
ligbility and the month of lowest liability shdl be excluded in computing the average. This subdivison shal
gpply only to an employer who had awithholding tax ligbility for a least Sx months of the previous cdendar
year.

(2) The pendty shal not be imposed if the employer establishes that the failure to make atimely
remittance of at least ninety percent waas due to reasonable cause, and not due to willful neglect.

(3) The pendty shdl not beimposed againg any employer for the first two months the employer
is obligated to make quarter-monthly remittance of withholding taxes.

8. Tax amountsremitted under this section shall be treated as payments on the employer'smonthly
return required by subsection 2 of section 143.221. Tax amounts remitted under this section shall be
deemed to have been paid on the last day prescribed for filing the return. The preceding sentence shal
goply in computing compensation under -section 143.261,-interest, penalties and additions to tax and for
purposes of al sections of chapter 143, except thi's section.

9. Thedirector of revenue may prescribetheuse of an eectronic funds payment system
for the payment of withholding taxes by any employer subject to the requirement of quarter-
monthly remittance as provided in this section.

143.782. Asused in sections 143.782 to 143.788, unless the context clearly requires otherwise,
the following terms shal mean and indlude:

(1) "Court", the supreme court, court of appeals, or any circuit court of the state;

(2) "Deht", any sum due andlegally owed to any Sate agency which has accrued through contract,
subrogation, tort, or operation of law regardless of whether there is an outstanding judgment for that sum,
court costs asdefined in section 488.010, RSMo, fines and fees owed, or any support obligation
which is being enforced by the division of family services on behdf of a person who is recelving support
enforcement services pursuant to section 454.425, RSMo;

[(2)] (3) "Debtor", any individua, sole proprietorship, partnership, corporation or other legal entity
owing a debt;

[(3)] (4) "Depatment”, the department of revenue of the state of Missouri;

[(4)] (5) "Refund", the Missouri incometax refund which the department determinesto be due any
taxpayer pursuant to the provisons of this chapter. The amount of a refund shal not include any senior
citizens property tax credit provided by sections 135.010 to 135.035, RSMo; and

[(B)] (6) "State agency”, any department, division, board, commission, office, or other agency of



the state of Missouri, including public community college didtrict.

144.025. 1. Notwithgtanding any other provisions of law to the contrary, in any retail sde other
than retail sdes governed by [subsection 3] subsections 4 and 5 of this section, where any article on
which sales or use tax has been paid, credited, or otherwise satisfied or which was exempted or
excludedfrom salesor usetax istaken in tradeasacredit or part payment on the purchase price of the
aticle being sold, the tax imposed by sections 144.020 and 144.440 shall be computed only on that
portion of the purchase price which exceeds the actua alowance made for the article traded in or
exchanged, if thereisabill of sdeor other record showing the actud alowance madefor the articletraded
inor exchanged. Where thearticlebeing traded in for credit or part payment isa motor vehicle,
trailer, boat, or outboard motor the person trading in the article must be the owner or holder of
aproperly assgned certificate of owner ship. Wherethe purchaser-of a motor vehicle, trailer, boat or
outboard motor receives a rebate from the sdller or manufacturer, the tax imposed by sections 144.020
and 144.440 shal be computed only on that portion of the purchase price which exceeds the amount of
the rebate, if there is a bill of sde or other record showing the actua rebate given by the sdler or
manufacturer. Wherethetrade-in or exchange allowance plusany applicabl e rebate exceeds the purchase
price of the purchased articlethere shall be no salesor usetax owed. Thissection shall aso gpply to motor
vehicles, trailers, boats, and outboard motors sold by the owner or holder of the properly assigned
certificate of ownership if the seller purchasesor contracts to purchase a subsequent motor vehicle, trailer,
boat, or outboard motor within one hundred. eighty days before or after the date of the sdle of the origina
atide and anotarized hill of sde showing the paid sale price is presented to the department of revenue a
thetime of licenang. A copy of the bill of sde shdl beleft with the licenang office. Where the subsequent
motor vehicle, trailer, boat, or outboard motor is titled more than one hundred eighty days after the sde
of the original motor vehicle, trailer, boat, or outboard motor, the alowance pursuant to this section shal
be madeif the person titling such article establishes that the purchase or contract to purchase wasfindized
prior to the expiration of the one hundred eighty-dayperiod.

2. Asused in this section, the term 'boat" includes al motorboats and vessdls, as the terms
"motorboat” and "vessd" are defined in section 306.010, RSMo.

3. Asused in this section, the term "motor vehicle' includes motor vehicles as defined in section
301.010, RSMo, recrestiona vehicles as defined in section 700.010, RSMo, or acombination of atruck
as defined in section 301.010, RSMo, and atrailer as defined in section 301.010, RSMo.

4. The provisons of subsection 1 of this section shal not gopply to retail sales of manufactured
homes in which the purchaser receives adocument known asthe " Manufacturer's Statement of Origin” for
purposes of obtaining atitle to the manufactured home from the department of revenue of this state or from
the appropriate agency or officer of any other state.

5. Any purchaser of amotor vehicleor trailer used for agricultural use by the purchaser
shall be allowed to use as an allowance to offset the sales and use tax liability towards the



purchase of the motor vehicle or trailer any grain or livestock produced or raised by the
purchaser. Thedirector of revenue may prescribe formsfor compliance with this subsection.

144.049. 1. For purposes of this section, the following terms mean:

(2) "Clothing", any article of wearing appard, including footwear, intended to be worn
on or about thehuman body. Theterm shall includebut not belimited to cloth and other material
used to make school uniforms or other school clothing. Itemsnormally sold in pairsshall not be
separ atedto qualify for theexemption. Theterm shall not includewatches, watchbands, jewdry,
handbags, handker chiefs, umbréellas, scarves, ties, headbands, or belt buckles; and

(2) " Personal computers', alaptop, desktop, or tower computer system which consists
of a central processing unit, random access memory, a storage drive, a display monitor, and a
keyboard and devicesdesigned for use in conjunction with a personal computer, such asa disk
drive, memory module, compact disk drive, daughterboard, digitalizer, microphone, modem,
motherboard, mouse, multimedia speaker, printer, scanner, single-user hardware, single-user
operating system, soundcard, or video card;

(3) " School supplies', any item normally used by studentsin a standard classroom for
educational purposes, including but not limited to, textbooks, notebooks, paper, writing
instruments, crayons, art supplies, rulers; book bags;back packs, handheld calculators, chalk,
maps, and globes. Theterm shall not includewatches, radios, CD player s, headphones, sporting
equipment, portable or desktop telephones, copiers or other office equipment, furniture, or
fixtures. School supplies shall also include computer software having a taxable value of two
hundred dollarsor less.

2. Thereishereby specifically exempted from state salestax law all retail sales of any
article of clothing having a taxable value of one hundred dollarsor less, all retail sales of school
supplies not to exceed fifty dollars per purchase, all computer software with a taxable value of
two hundred dollars or less, and all retail sales of personal computers or computer peripheral
devicesnot to exceed two thousand dollars, during athree-day period beginning at 12:01 a.m. on
the second Friday in August and ending at midnight on.the Sunday following.

3. Thegoverning body of any palitical subdivison may adopt an or dinanceto exempt such
salesthat occur within thepolitical subdivision on theportion of thelocal salestax levy applicable
to the political subdivision during the period specified in subsection 2 of this section. Upon
adoptionof such an ordinance, thegover ningbody of thepalitical subdivision shall providewritten
notice to the department of revenue of the substance of the ordinance. In the event such
notificationisnot received by thedepartment of revenue beforethefirst day of July in any given
year, the ordinance shall not become effective beforethefirst day of September in theyear the
noticeisreceived.

4. Thissection shall not apply to any sales which take place within the Missouri state



fairgrounds.

5. The provisions of this section shall expire July 1, 2005.

144.081. 1. Thedirector of revenue, by regulation, may require asdler to timely remit the unpaid
state sdes tax for each quarter-monthly period, only if the sdler's aggregate Sate sdes tax was ten
thousand dollars or more in each of at least Sx months during the prior twelve months. The term "date
sadestax” as used in this section meansthetax imposed by sections 144.010 to 144.510 and the additiona
sales tax imposed by sections 43(a) to 43(c) and 47(a) to 47(c) of article 1V of the Missouri Congtitution
and does not include any sales taxes imposed by politica subdivisons of the state pursuant to other
provisons of law.

2. The director may increase the monthly requirement to more than ten thousand dollars or
otherwise narrow the application of the quarter-monthly remittance system authorized by thissection. The
director may not require the remittance of state sales taxes more often than monthly unless authorized by
this section.

3. A remittance shal be timely if mailed as provided in section 143.851, RSMo, within three
banking days after the end of the quarter-monthly period or if received by the director or deposited in a
depository designated by the director within four banking days after the end of the quarter-monthly period.

4. The unpaid amount shdl be after a reduction for the compensation provided by section
144.140. The unpaid amount at the end of aguarter-monthly period shal not include unpaid amounts for
aprior quarter-monthly period only if the sellermade aremittance with respect to the prior quarter-monthly
period. The excess, if any, of aremittance over the actud amount for a period shall be applied in order
of time to each of the sdller's succeeding remittances with respect to the same return period.

5. For purposes of this section, "quarter-monthly period’ means:

(1) Thefirgt seven days of a cdendar month;

(2) Theeghth to fifteenth day of a cdendar month;

(3) The sixteenth to twenty-second day-of a.caendar month; and

(4) The portion following the twenty-second of a caendar month.

6. (1) Inthe case of an underpayment of any amount required to be paid pursuant to this section,
asdler shdl beliablefor apendty inlieu of al other pendties, interest or additionsto tax imposed by this
chapter for violating this section. The pendty shdl be five percent of the amount of the underpayment
determined under subdivision (2) of this subsection.

(2) The amount of the underpayment shdl be the excess of:

(@ Ninety percent of the unpaid amount at the end of a quarter-monthly period, over

(b) Theamount, if any, of the timely remittance for the quarter-monthly period.

7. (1) The pendty with respect to any quarter-monthly period shal not be imposed if the sdller's
timdy remittance for the quarter-monthly period equals or exceeds one-fourth of the average monthly state
sdestax liaility of the sdller for the preceding cdendar year. The month of highest liability and the month



of lowest liability shdl be excluded in computing the average. This subdivison shdl gpply only to asdler
who had a date sdestax liability for at least 9x months of the previous cdendar year.

(2) The pendty shdl not be imposed if the sdller establishes that the failure to make a timely
remittance of a least ninety percent was due to reasonable cause, and not due to willful neglect.

(3) The pendty shdl not be imposed againgt any sdler for the first two months the sdler is
obligated to make quarter-monthly remittance of Sate sales taxes.

8. Tax amounts remitted under this section shdl be trested as payments on the seller's monthly
return required by sections 144.080 and 144.090. Tax amounts remitted under this section shall be
deemed to have been paid on the last day prescribed for filing the return. The preceding sentence shdl
apply in computing compensation under section 144.140, interest, pendties and additions to tax and for
purposes of al sections of this chapter, except this section.

9. Thedirector of revenue may prescribethe use of an eectronic fundspayment system
for the payment of sales and use taxes by any seller subject to the requirement of quarter-
monthly remittance as provided in this section.

313.826. Each excursion gambling boat licensed by the commission shall withhold for
gate income tax purposes from winnings of twelve hundred dollars or more an amount equal to
four percent of the prize. Withholdings-made pursuant to this section shall be subject to the
withholding tax provisions pursuant to-sections 143.191 to 143.261, RSMo, including section
143.261, RSMo.

338.515. The tax imposed by sections 338.500 to 338.550 shall become effective July 1, [2002]
2003, or the effective date of sections 338.500 to 338.550, whichever is later.

338.520. 1. The determination of the amount of tax due shdl be the monthly gross retail
prescription receipts reported to the department of revenue multiplied by the tax rate established by rule
by the department of social services. Such tax rate may be a graduated rate based on gross retall
prescription receipts and shall not exceed a rate of Six. percent per annum of gross retal prescription
receipts; provided, that such rate shal not-exceed one-tenth of one percent per annum in the case of
licensed pharmacies of which eighty percent or more of such grossreceipts are attributableto prescription
drugs that are delivered directly to the patient via common carrier, by mail, or a courier service.

2. The department of socid services shdl notify each licensed retail pharmacy of the amount of
tax due. Such amount may be paid in increments over the balance of the assessment period.

3. Thedepartment of social services may adjust the tax rate quarterly on a prospective
basis. Thedepartment of social services may adjust more frequently for individual providersif
thereisasubstantial and statistically significant changein their phar macy salescharacteristics.
The department of social services may define such adjustment criteria by rule.

338.550. 1. The pharmacy tax required by sections 338.500 to 338.550 shall [be the subject of
an annua hedth care cost impact study commissioned by the department of insurance to be completed



prior to or on January 1, 2003, and each year the tax isin effect. The report shal be submitted to the
speaker of the house, president pro tem of the senate, and the governor. This study shal employ an
independent economist and an independent actuary paid for by the state's department of social services.
The department shall seek the advice and input from the department of socid services, businesshedlth care
purchasers, as well as hedth care insurers in the sdection of the economist and actuary. This sudy shdl
assessthedegree of hedth care costsshifted toindividua Missouriansand individua and group hedth plans
resultingfromthistax.  2.] expire ninety daysafter any oneor mor e of thefollowing conditionsare
met:

(1) The aggregate dispensing fee paid to pharmacists per prescription islessthan the
fiscal year 2003 dispensing fees reimbur sement amount; or

(2) The formula used to calculate the reimbursement for products dispensed by
pharmaciesis changed resulting in lower rembur sement intheaggregatethan provided in fiscal
year 2003; or

(3) July 1, 2005.

The director of the department of social services shall notify the revisor of statutes of the
expiration date as provided in this subsection. The provisions of sections 338.500 to 338.550 shdl
not apply to pharmacies domiciled or headquartered outside this state which are engaged in prescription
drug sdes that are delivered directly to patients within this State via common carrier, mail or a carrier
service.

[3.] 2. Sections 338.500 to 338.550 shall expire on June 30, [2003] 2005.

488.5028. 1. If a person failsto pay court costs, fines, fees, or other sumsordered by a
court to be paid to the state or political subdivision, a court may report any such delinquencies
in excess of twenty-five dollar sto the office of state courts administrator and request that the
state courtsadministrator seek a setoff of an.incometax refund. The state courtsadministrator
shall set guidelines necessary to effectuate the pur pose of the offset program.

2. Theoffice of state courtsadministrator shall-providethe department of revenuewith
the information necessary to identify each debtor whose refund is sought to be setoff and the
amount of the debt or debts owed by each such debtor who is entitled to atax refund in excess
of twenty-fivedollars.

3. Thedepartment of revenue shall notify the office of state courtsadministrator that a
refund hasbeen setoff on behalf of acourt and shall certify theamount of such setoff, which shall
not exceed the amount of the claimed debt certified. When therefund owed exceedsthe claimed
debt, the department of revenue shall send the excessamount to thedebtor within areasonable
time after such excessisdetermined.

4. Theofficeof statecourtsadministrator shall notify thedebtor by mail that a setoff has



been sought. The notice shall contain the following:
(1) Thename of the debtor;

(2) Themanner in which the debt arose;

(3) Theamount of the claimed debt and the department's intention to setoff the refund
againgt the debt;

(4) Theamount, if any, of therefund due after setoff of therefund against the debt; and

(5) Theright of thedebtor to apply in writing to the court originally requesting setoff for
review of the setoff because the debt was previoudly satisfied.

Any debtor applying to the court for review of the setoff snall file a written application within
thirty days of the date of mailing of the notice and send a copy of the application to the office of
state courtsadministrator. Theapplication for review of the setoff shall contain the name of the
debtor, the case name and number from which the debt arose, and the groundsfor review. The
court may upon application, or on itsown motion, hold a hearing on the application. Thehearing
shall beancillary totheoriginal action with theonly matter sfor deter mination whether therefund
setoff was appropriate because the debt was unsatisfied at the time the court reported the
delinquency to the office of state courtsadministrator and that the debt remainsunsatisfied. In
the case of ajoint or combined return, the notice sent by the department shall contain the name
of the nonobligated taxpayer named in thereturn, if any, against whom no debt isclaimed. The
notice shall statethat astothe nonobligated taxpayer that no debt isowed and that the taxpayer
isentitled toarefund regar dlessof thedebt owed by such other person or per sonsnamed on the
joint or combined return. The nonobligated taxpayer may seek arefund as provided in section
143.784, RSMo.

5. Upon receipt of fundstransferred from thedepartment of revenueto theoffice of state
courtsadministrator pursuant toarefund setoff, thestate courtsadministrator shall deposit such
funds in the statetreasury to beheld in an escrow account, which ishereby established. Interest
earned on those funds shall be credited to the escrow.account and used to offset administrative
expenses. If adebtor fileswith a court an application for review, the state courtsadministrator
shall hold such sums in question until directed by such court to release the funds. If no
applicationfor reviewisfiled, thestatecourtsadministrator shall, within forty-fivedaysof recelpt
of funds from the department, send to the clerk of the court in which the debt ar ose such sums
as are collected by the department of revenuefor credit to the debtor's account.

Section 1. 1. Asa condition of continued employment with the state of Missouri, all
per sons employed full-time, part-time, or on atemporary or contracted basis by the executive,
legislative, or judicial branch shall fileall stateincometax returnsand pay all stateincometaxes
owed.



2. Each chief administrative officer or their designee of each divison of each branch of
state gover nment shall at least onetimeeach year check the statusof every employeewithin the
divison against a database developed by thedirector of revenueto determineif all stateincome
tax returns have been filed and all state income taxes owed have been paid. The officer or
designee shall notify any employee if the database shows any state income tax return has not
beenfiled or taxesareowed under that employee snameor taxpayer number. Upon notification,
the employee will have forty-five daysto satisfy the liability or provide the officer or designee
with a copy of a payment plan approved by thedirector of revenue. Failureto satisfy theliability
or provide a copy of the payment plan within thethirty dayswill result in immediatedismissal of
the employee from employment by the state.

3. The chief administrative officer of each division of-the general assembly or their
designee shall at least onetime each year providethe nameand social security number of every
member of the general assembly to thedirector of revenueto determineif all stateincome tax
returns havebeen filed and all stateincometaxesowed have been paid. Thedirector shall notify
any member of the general assembly if the database shows any state incometax return has not
beenfiled or taxesare owed under that member'snameor taxpayer number. Upon naotification,
the member will have thirty daysto satisfy theliability or provide the director with a copy of a
payment plan approved by the director of revenue. Failure to satisfy the liability or provide a
copy of the payment plan within the forty-five days will result in the member's name being
submitted to the appropriate ethicscommitteefor disciplinary action deemed appropriateby the
committee.

4. Thechief administrativeofficer of each divison of thejudicial branch or their designee
shall at least one time each year providethe name and social security number of every elected
or appointed member of thejudicial branch to the director of revenue to determine if all state
income tax returnshave been filed and all stateincometaxesowed have been paid. Thedirector
shall notify any member if the database shows any stateincometax return hasnot been filed or
taxes are owed under that member'sname or taxpayer-number. Upon notification, the member
will have thirty daysto satisfy theliability or providethedirector with a copy of a payment plan
approved by the director of revenue. Failure to satisfy the liability or provide a copy of the
payment plan within theforty-five dayswill result in the member's name being submitted to the
appropriate ethics body for disciplinary action deemed appropriate by that body.

5. Thedirector of revenue shall at least one time each year check the status of every
statewide elected official against a database developed by the director to determineif all state
income tax returnshavebeen filed and all stateincometaxesowed have been paid. Thedirector
shall notify any elected official if the database shows any state incometax return has not been
filed or taxes are owed under that official's name or taxpayer number. Upon natification, the



official will haveforty-fivedaysto satisfy theliability or agreetoapayment plan approved by the
director of revenue. Failureto satisfy theliability or agreeto the payment plan within thethirty
dayswill result in the official's name being submitted to the state ethics commission.

Section 2. A professional license or permit pursuant to sections 209.319 to 209.339,
RSMo, sections 214.270 to 214.516, RSM o, sections 256.010 to 256.453, RSMo, sections
436.005 to 436.071, RSMo, and chapters 317 and 324 to 346, RSMo, shall be revoked within
forty-five days after renewal without verification from the department of revenue that state
income tax returns have been filed by, and all state income taxes including any interest and
penalties on such taxes paid by, such person. Tax liability paid in protest or reasonably founded
disputes with such liability shall be considered paid for the purposes of this section.

[338.501. In fisca year 2003, the amount generated by thetax imposed pursuant to section
338.500, less any amountpaid pursuant to section 338.545, shdl be used in the formula necessary to
qudify for the caculations incdluded in house bill 1102, section 2.325 through section 2.333 as passed by
the ninety-first generd assembly, second regular session.]

[338.525. If apharmacy's gross retail prescription receipts are included in the revenue assessed
by the federd reimbursement alowance or the nuraing facility reimbursement alowance, the proportion of
those taxes paid or the entire tax due shadl be alowed as a credit for the pharmacy tax due pursuant to
section 338.500.]

[338.545. 1. TheMedicaid pharmacy dispensng fee shdl be adjusted to include a supplementa

payment amount equal to the tax assessment due plus ten percent.
2. Theamount of the supplementd payment shal be adjusted once annudly beginning July first or

once annudly after theinitid start date of the pharmacy tax, whichever islater.
3. If the pharmacy tax required by sections 338.500 to 338.550 isdeclared invalid, the pharmacy

dispensing fee for the Medicaid program shall be the same as the amount required on July 1, 2001.]
SectionB. Becauseimmediate actionisnecessary to fund critica services of sate government and

to stimulate the economy, section A of this act is deemed necessary for the immediate preservation of the
public health, welfare, peace and safety, and is hereby declared to be an emergency act within the meaning
of the condtitution, and section A of thisact shal beinfull force and effect July 1, 2003, or upon its passage
and approval, whichever later occurs.



