Sales and Use Tax

The Missouri sales tax became effective January 15,
1934. The tax rate was one-half percent. The Missouri use
tax was enacted effective August 29, 1959. The use tax is
an equivalent tax to the sales tax, imposed on the priv-
ilege of using, consuming or storing property purchased
in another state.

In 1965, the sales tax statutes were revised to change
the tax from an excise tax imposed upon the purchaser
to a gross receipts tax imposed upon the seller. The sales
tax is considered to be a levy on the privilege of making
retail sales. The value of this privilege is measured by the
gross receipts from the retail sales of tangible personal
property and certain services within Missouri. Sales of
property and services to Missouri residents from other
states are not currently taxed, unless the vendor use tax is
applicable.

Appendix Il contains a historical summary of sales
tax rates. The tax expenditures for sales and use taxes
detailed in the study are calculated using a tax rate of 3
percent, which is the current General Revenue Fund levy.
As a consequence, they do not reflect the temporary rate
increase during 1989 and 1990. The impact on other state
fund revenues that are financed by this tax source have
not been tabulated. They would, however, be proportional
to their respective tax rates.

The sales and use tax as defined by Chapter 144,
RSMo, 1986 and 1993 Supplement, is imposed on gross
receipts that generally include the sale at retail of or
charges for:

(1) tangible personal property;

(2) admissions to places of amusement, enter-
tainment and recreation, games and athletic
events;
utilities, including telecommunication service;
meals, beverages and lodging in public accom-
modations;

(5) intrastate transportation; and

(6) rental of tangible personal property.

The “sale at retail” for purposes of the Missouri sales tax
law is defined as an installment sale, credit sale, transfer,
exchange or barter of tangible personal property or tax-
able service for valuable consideration.

Exempt sales fall into three broad categories:

(1) those made by or to tax exempt organizations,

(2) sales for further resale and

(3) selected services and commodities.

The first set consists of a variety of nonprofit organiz-
ations including religious, charitable, educational and fra-
ternal organizations (see Exhibit 8). These organizations
are also exempt from the corporation income tax.

The provisions of the second category exempts the sale
of commodities that are intended for further resale. This
provision is intended to eliminate the “tax on a tax” or
cascade effect on firms selling intermediate products.
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Sales and Use Tax
by Calendar Year

2006 Rank of portion of gross receipts: 2
2006 Tax Rate: General Fund— 3.0%
Other*— 1.225%

2004 2005 2006

Gross Receipts

General Fund 1,916.3 1802.8 1365.5

Other* NA NA NA
Tax Expenditures

Exclusions 2137.4 2319.1 2461.4

Deductions 0.0 0.0 0.0

Credits 39.1 38.5 40.2

Figures in millions of dollars; *Includes School District Fund,
Conservation Fund, and Soil and Water Conservation Fund.

The final group of exempt sales consists of services
and commodities that receive specific preferential treat-
ment. These exemptions may be categorized into one of
two types of sales. The first is export sales—retail sales
shipped to another state. These are excluded because of
current federal statutes. The second, and by far largest cat-
egory, includes most consumer services that were tacitly
excluded from the Missouri sales tax statute. Among these
are:

» Household maintenance & repair services

» Housekeeping services

« Apparel services

« \ehicle maintenance & repair services

 Medical services

* Personal care services

« Other personal and educational services
Exhibit 10 contains estimates of the revenue effects of
sales and use tax exemptions.

Readers will notice that this list is far more pervasive
than the exemptions contained in current Missouri stat-
utes. This is the result of the implicit definition of taxable
services. The latter places a very narrow definition on
such activities. As a result, such services as medical care,
legal representation, personal care, and college tuition
are not subject to the tax. Exhibit 10, however, includes
estimates of the revenues such activities would generate.



Exhibit 8
Tax-Exempt Organizations
as of December 2006

Number of
Organizations

Section of Internal
Revenue Code
(if applicable) and

Statute Reference

Description of
Tax-Exempt
Organization

Description of
Exemption

IRC 501(c)(3) Religious Sales made by or to such organizations 13,441
Section 144.030.2(19) Example: Churches solely in their religious, charitable or edu-
cational function
IRC 501 (c)(3) Charitable Sales made by or to such organizations 6,498
Section 144.030.2(19) Example: American Heart solely in their religious, charitable or edu-
Association cational function
IRC 501 (c)(3) Educational (elementary and second-  Sales made by or to such organizations 1,642
Section 144.030.2(19) ary public schools) solely in their educational functions and
(Also see political subdivisions) activities
IRC 501(c)(4) Civic, social and fraternal (promotion  Sales made by or to such organizations
IRC 501(c)(7) of community, welfare; charitable, salely in their civic or charitable functions 7,176
IRC 501(c)(8) educational or recreational) and activities
IRC 501 (c)(10)
Section 144.030.2(20)
Section 144.030.2(20) Eleemosynary and penal institutions Sales made to NA
and industries of the state
Example: State penitentiary produces
license plates
Section 144.030.2(20) Not-for-profit institution of higher Sales made to 448
education
Section 144.030.2(20) State relief-agencies intheir exercise  Sales made to NA
of relief functions
Section 144.030.2(20) Private not-for-profit elementary or Sales made to 126
secondary schools not excluded
elsewhere
IRC 501(c)(5) Benevolent, scientific and Sales made by NA
Section 144.030.2(21) educa-tional associations
encouraging science of agriculture
IRC 501(c)(5) Not-for-profit summer theatre orga- Sales made by NA
Section 144.030.2(21) nizations
Section 144.010 U.S. government and agencies Sales made to see next line
Section 144.030
Section 144.010 Missouri political subdivisions Sales made to 4,493
Section 144.030 (political & federal government)
Section 144.010 State of Missouri Sales made to 76
Section 144.030
Section 144.270 Rural water districts Sales made to NA
Section 144.010 Non-appropriated activities of military ~ Sales made to NA

Section 144.030

service

NA - Not available
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Exhibit 9

Derivation of Missouri Taxable Sales—Sales Tax

Gross Receipts or Sales
less

Adjustments

equals
Taxable Sales
equals
Gross Amount Tax Due
less
Credits

equals
Net Amount of Tax Due

v - Tax expenditure

ANERN

| IR

M

Sales for resale

Value of trade-in

Goods shipped out of Missouri

Food for home consumption

Motor fuel, special fuel, other fuel

Government, religious, educational, charitable institutions
Drugs, oxygen, insulin, prosthetic or orthopedic devices
Farm machinery

Water, electricity, gas, wood, coal or home heating oil
Seed, fertilizer, grain, economic poisons, livestock/poultry feed
Labor or service charges when separately billed

Other adjustments

Multiplied by effective tax rate

Timely payment discount
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