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FIRST REGULAR SESSION

HOUSE BILL NO. 940

93RD GENERAL ASSEMBLY

INTRODUCED BY REPRESENTATIVE ROBB.

Read 1% time March 31, 2005 and copies ordered printed.
STEPHEN S. DAVIS, Chief Clerk
1831L.01l

AN ACT

To amend chapter 143, RSMo, by adding thereto four new sectionsrelating to aflat incometax.

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

Section A. Chapter 143, RSMo, is amended by adding thereto four new sections, to be
known as sections 143.012, 143.013, 143.016, and 143.018, to read as follows:

143.012. 1. Sections 143.012 to 143.018 shall be known and may be cited asthe
"Missouri Individual Income Flat Tax Act”.

2. For all taxable years before January 1, 2006, the tax shall be determined by
applying the tax table or the rate provided in section 143.021, which is based upon the
following rates:

If the Missouri taxable incomeis: Thetaxis:

Not over $1,000.00 ..., 1 1/2% of the Missouri taxableincome
Over $1,000 but not over $2,000 . ................. $15 plus 2% of excessover $1,000
Over $2,000 but not over $3,000 ............... $35 plus 2 1/2% of excess over $2,000
Over $3,000 but not over $4,000 . ................. $60 plus 3% of excess over $3,000
Over $4,000 but not over $5,000 . .............. $90 plus 3 1/2% of excess over $4,000
Over $5,000 but not over $6,000 . ................ $125 plus 4% of excess over $5,000
Over $6,000 but not over $7,000 .............. $165 plus 4 1/2% of excess over $6,000
Over $7,000 but not over $8,000 ................. $210 plus 5% of excessover $7,000
Over $8,000 but not over $9,000 .............. $260 plus 5 1/2% of excess over $8,000
Over $9,000 ... ..ot $315 plus 6% of excess over $9,000

3. Notwithstanding any provisions of law to the contrary, for all taxable years

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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beginningon or after January 1, 2006, thereshall beimposed atax on theMissouri taxable
income of every resident and nonresident in an amount equal to four percent.

4. For the purposes of sections 143.012 to 143.018, the terms "resident” and
"nonresident” shall mean only thoseresidentsand nonresidentsthat arenatural per sons.

143.013. 1. TheMissouritaxableincomeof aresident shall betheresident'sfederal
adjusted gross income less the Missouri deduction for personal exemptions plus
adjustments for tax-free bonds as provided in subsection 3 of this section. No other
deductions and no tax credits shall apply to reduce the tax liability imposed against any
resident or nonresident under this section.

2. A resident shall beallowed a deduction of ten thousand dollarsfor theresident
and ten thousand dollarsfor such resident's spouse; except that, aresident filing as head
of household shall be allowed a deduction of fifteen thousand dollarsfor theresident, and
aresident filing asa surviving spouse shall, in the taxable year in which the death of the
resident'sspouseoccurred, beallowed adeduction of twenty thousand dollars. A resident
shall also be allowed a deduction of five thousand dollars for each dependent for whom
such resident isentitled to a dependancy deduction for federal income tax pur poses.

3. Thefollowing adjustments shall be madeto aresident'sfederal adjusted gross
income:

(1) There shall be added to federal adjusted gross income interest on certain
governmental obligations excluded from federal gross income by Section 103 of the
Internal Revenue Code of 1986, asamended. Thisprovision shall not apply tointerest on
obligations of the state of Missouri or any of its political subdivisions or authorities and
shall not apply totheinterest described in subdivision (2) of thissubsection. Theamount
added under thissubdivision shall bereduced by the amounts applicableto such interest
that would have been deductible in computing the taxable income of the taxpayer except
only for theapplication of Section 256 of the Internal Revenue Code of 1986, asamended.
Thereduction shall only be madeif it isat least five hundred dollars;

(2) Thereshall besubtracted from federal adjusted grossincome the amounts, to
the extent included in federal adjusted gross income, for interest or dividends on
obligations of the United States and its territories and possessions or of any authority,
commission or instrumentality of the United Statesto the extent exempt from Missouri
income taxes under the laws of the United States. The amount subtracted under this
subdivision shall 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 incomedescribed thissubdivision. Such reduction shall only apply to
the extent that such expenses including amortizable bond premiums are deducted in
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determining its federal adjusted grossincome. The reduction shall only be made if the
expensestotal at least five hundred dollars.

143.016. 1. Inthe caseof a nonresident, the tax shall only be imposed on income
of thenonresident that isderived from sourcesin thisstate. TheMissouri taxableincome
shall be the part of the nonresident individual's federal taxable income derived from
sour ces within Missouri, which shall be the sum of:

(1) Thenet amount of items of income, gain, loss and deduction entering into the
nonresident'sfederal taxableincomewhich arederived from or connected with sourcesin
this stateincluding the following:

(@) The nonresident's distributive share of partnership income and deductions
determined under section 143.018;

(b) Thenonresident's share of estate or trust income and deductions determined
under section 143.391; and

(c) Thenonresident'sproratashareof Scorporation incomeand deductionsunder
subsection 3 of section 143.471; and

(2) Adjustmentsfor tax freebondsand railroad retirement benefitsasprovided in
subsection 3 of section 143.013.

2. Items of income, gain, loss, and deduction derived from or connected with
sourceswithin thisstatearethoseitemsattributabletotheowner ship or disposition of any
interestinreal or tangiblepersonal propertyinthisstate, and abusiness, trade, profession,
or occupation carried on in this state.

3. Income from intangible personal property, including annuities, dividends,
interest, and gains from the disposition of intangible personal property, shall constitute
income derived from sour ces within this state only to the extent that such incomeisfrom
property employed in abusiness, trade, profession, or occupation carried on in thisstate.

4. Thereshall beno deductionsfrom federal taxableincomefor capital losses, net
long-term capital gains, and net operation losses.

5. If a business, trade, profession, or occupation is carried on partly within and
partly without thisstate, theitemsof incomeand deduction derived from or connected with
sources within this state shall be determined by apportionment and allocation under
regulationsto be prescribed by the director.

6. Compensation paid by the United Statesfor servicein the Armed Forces of the
United Statesperformed by anonresident shall not constituteincomederived from sour ces
within this state.

143.018. 1. In determining the taxable income of a nonresident partner of any
partnership, thereshall beincluded only that part derived from or connected with sour ces



H.B. 940 4

© 0 NO O W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

in this state of the partners distributive share of items of partner ship income, gain, loss,
and deduction entering into the partners federal adjusted grossincome, as such part is
determined under regulationsprescribed by thedirector of revenuein accordancewith the
general rulesin section 143.181.

2. Indeterminingthesour ceof nonresident partner'staxableincome, no effect shall
be given to a provision in the partner ship agreement which:

(1) Characterizes paymentsto the partner as being for servicesor for the use of
capital, or allocated to the partner, asincome or gain from sources outside this state, a
greater proportion of the partner'sdistributive share of partnership incomeor gain than
the ratio of partnership income or gain from sources outside this state to partnership
income or gain from all sour ces, except asauthorized in subsection 4 of this section; or

(2) Allocatestothe partner a greater proportion of a partnership item or loss or
deduction connected with sourcesin thisstatethan the partner'sproportionate share, for
federal income tax purposes, of partnership loss or deduction generally, except as
authorized in subsection 5 of this section.

3. An item of partnership income, gain, loss, or deduction shall be made in
accordance with the partner's distributive share for federal income tax purposes, but
limited to the portion of such item derived from or connected with sourcesin this state.

4. Thedirector of revenue may, upon application, authorize the use of such other
methodsof deter mininganonresident partner'sportion of partnership itemsderived from
or connected with sourcesin this state, and the modifications related ther eto, as may be
appropriate and equitable, on such termsand conditions asthe director may require.

5. A nonresident partner's distributive share of items of income, gain, loss, or
deduction shall be determined under subsection 1 of section 143.411. The character of
partnership items for a nonresident partner shall be determined under subsection 2 of
section 143.411. The effect of a special provision in a partnership agreement, other than
aprovision referred to in subsection 2 of this section, having as a principal purposethe
avoidance of tax under sections 143.011 to 143.996, shall be determined under subsection
3 of section 143.411.



