
MISSOURI STATE AUDITOR'S OFFICE
FISCAL NOTE (16-055)

Subject

Initiative petition from Chuck Hatfield regarding a proposed constitutional amendment to
Article X. (Received May 11, 2015)

Date

June 1, 2015

Description

This proposal would amend Article X of the Missouri Constitution.

The amendment is to be voted on in November 2016.

Public comments and other input

The State Auditor's office requested input from the Attorney General's office, the
Department of Agriculture, the Department of Economic Development, the
Department of Elementary and Secondary Education, the Department of Higher
Education, the Department of Health and Senior Services, the Department of
Insurance, Financial Institutions and Professional Registration, the Department of
Mental Health, the Department of Natural Resources, the Department of
Corrections, the Department of Labor and Industrial Relations, the Department of
Revenue, the Department of Public Safety, the Department of Social Services, the
Governor's office, the Missouri House of Representatives, the Department of
Conservation, the Department of Transportation, the Office of Administration, the
Office of State Courts Administrator, the Missouri Senate, the Secretary of State's
office, the Office of the State Public Defender, the State Treasurer's office, Adair
County, Boone County, Callaway County, Cass County, Clay County, Cole County,
Greene County, Jackson County Legislators, Jasper County, St. Charles County, St.
Louis County, Taney County, the City of Cape Girardeau, the City of Columbia, the
City of Jefferson, the City of Joplin, the City of Kansas City, the City of Kirksville,
the City of Mexico, the City of Raymore, the City of St. Joseph, the City of St. Louis,
the City of Springfield, the City of Union, the City of Wentzville, the City of West
Plains, Cape Girardeau 63 School District, Hannibal 60 School District, State
Technical College of Missouri, Metropolitan Community College, University of
Missouri, St. Louis Community College, and the State Tax Commission.

Marc Ellinger provided information on this proposal to the State Auditor's office.



Assumptions

Officials from the Attorney General's office indicated they assume that any potential
costs arising from the adoption of this proposal can be absorbed with existing resources.

Officials from the Department of Economic Development indicated no impact for their
department.

Officials from the Department of Elementary and Secondary Education indicated no
cost to their department.

Officials from the Department of Higher Education indicated they have reviewed the
provisions of this initiative petition. Although the proposal would limit the ability of the
state to revise its tax structure, it is impossible for their department to determine what tax
revenues the state might forgo as a result or the impact the limit would have on
appropriations to higher education. Consequently, while they do not believe the proposal
would have a direct fiscal impact on their department, the actual potential impact is
unknown.

Officials from the Department of Health and Senior Services indicated no fiscal impact
on their department.

Officials from the Department of Insurance, Financial Institutions and Professional
Registration indicated this petition, if passed, will have no cost or savings to their
department.

Officials from the Department of Mental Health indicated this proposal creates no
direct obligations or requirements to their department that would result in a fiscal impact.

Officials from the Department of Natural Resources indicated the fiscal impact from
this proposal is unknown. While there would appear to be no current and direct fiscal
impact from these provisions on their department, they would certainly and perhaps
severely limit what state and local governments can do in the future in terms of changing
the way taxes are handled.

Officials from the Department of Corrections indicated no impact for their department.

Officials from the Department of Labor and Industrial Relations indicated no fiscal
impact on their department.

Officials from the Department of Revenue indicated this petition will have no fiscal
impact on their department.

Department officials provided the following additional information:



They reviewed the comments submitted and disagree with the assumptions. Please see
below:

The Initiative Petition will require a substantial increase in Department of Revenue
lawyer FTEs
The Department feels there is already a sufficient legal staff available to handle any
possible new litigation.

The Initiative Petition will require a substantial increase in Department of Revenue
non-lawyer FTEs
The Department currently maintains records of all exemptions under Missouri law and
how they apply. These provisions will not change anything.

The Initiative Petition will eliminate the revenue from the Parks and Soils tax
Both are constitutional provisions. This provision does not trump the tax or the need for
election in another provision. Also, the tax is imposed as of January 1, 2015. Therefore,
it may still be approved to continue after that date.

The Initiative Petition will eliminate the revenue from the Kansas City
transportation sales tax
The tax is imposed as of January 1, 2015. Therefore, it may still be approved to continue
after that date. Where there is some litigation risk, the law already says that there must
be a vote to extend. This provision should not impact that fact.

Officials from the Department of Public Safety indicated this petition could restrict
their ability to establish a way to fund public safety programs going forward, but the
fiscal impact would not measurable at this point.

Officials from the Department of Social Services indicated no fiscal impact on their
department.

Officials from the Governor's office indicated there should be no fiscal impact to their
office.

Officials from the Missouri House of Representatives indicated no fiscal impact to their
agency.

Officials from Department of Conservation indicated that no adverse fiscal impact to
their department would be expected as a result of this proposal.

Officials from the Department of Transportation indicated they assume there will be
no fiscal impact.



Officials from the Office of Administration indicated:

The proposal enacts a new section (Section 26) in Article X of the Missouri Constitution.
This section would prohibit the state from imposing any new tax on services or activities
not subject to tax on January 1, 2015.

The state sales tax base continues to shrink as the amount of Internet sales increases.
This proposal would prevent the state from modernizing its taxing structure in the future
to include Internet sales, which would negatively impact the state's ability to raise
sufficient revenue to support vital state services. This proposal would also negatively
impact the state's ability to restructure tax policy in the future.

This proposal will not impact their office.

Officials from the Office of State Courts Administrator indicated there is no fiscal
impact on the courts.

Officials from the Missouri Senate indicated no fiscal impact on their office.

Officials from the Secretary of State's office indicated their office is required to pay for
publishing in local newspapers the full text of each statewide ballot measure as directed
by Article XII, Section 2(b) of the Missouri Constitution and Section 116.230-116.290,
RSMo. Their office is provided with core funding to handle a certain amount of normal
activity resulting from each year's legislative session. Funding for this item is adjusted
each year depending upon the election cycle with $1.3 million historically appropriated in
odd numbered fiscal years and $100,000 appropriated in even numbered fiscal years to
meet these requirements. Through FY 2013, the appropriation had historically been an
estimated appropriation because the final cost is dependent upon the number of ballot
measures approved by the General Assembly and the initiative petitions certified for the
ballot. In FY 2013, at the August and November elections, there were 5 statewide
Constitutional Amendments or ballot propositions that cost $2.17 million to publish (an
average of $434,000 per issue). In FY 2015, the General Assembly changed the
appropriation so that it was no longer an estimated appropriation and their office was
appropriated $1.19 million to publish the full text of the measures. Due to this reduced
funding, their office reduced the scope of the publication of these measures. In FY 2015,
at the August and November elections, there were 9 statewide Constitutional
Amendments or ballot propositions that cost $1.1 million to publish (an average of
$122,000 per issue). Despite the FY 2015 reduction, their office will continue to assume,
for the purposes of this fiscal note, that it should have the full appropriation authority it
needs to meet the publishing requirements. Because these requirements are mandatory,
we reserve the right to request funding to meet the cost of our publishing requirements if
the Governor and the General Assembly again change the amount or continue to not
designate it as an estimated appropriation.

Officials from the Office of the State Public Defender indicated this initiative petition
will not have any substantial impact on their office.



Officials from the State Treasurer's office indicated no fiscal impact to their office.

Officials from St. Louis County indicated although there would be no impact on existing
revenue streams, passage of this initiative petition eliminating any new future tax levy
beyond January 1, 2015, would preclude the State of Missouri from enabling their
county's proposed law enforcement sales tax for unincorporated areas. This would
eliminate potential future revenues of $16 million to their county. Similar to Initiative
Petition 16-054, this petition would also tie the hands of future legislators in terms of
authorizing any need-specific taxes in coming years.

Officials from the City of Columbia indicated if this amendment prohibited additional
fuel taxes and new revenue for highways and transportation, this could affect their city's
ability to adequately maintain its infrastructure. There is no guarantee that local voters
would approve replacement revenue sources.

Officials from the City of Kansas City indicated:

Initiative Petition 16-054 would prohibit the state from imposing a sales or use tax on any
service or activity that was not subject to a sales or use tax on January 1, 2015. Initiative
Petition 16-055 would prohibit the state from imposing any new tax on services or
activities that were not subject to tax on January 1, 2015. In the 2015 session, the
Missouri legislature passed Senate Bill 190 to eliminate the December 31, 2015
expiration date of the Kansas City transportation sales tax. If Initiative Petitions 16-
054 and 16-055 are adopted and interpreted so as to nullify Senate Bill 190 and cause the
Kansas City transportation sales tax to expire on December 31, 2015, Kansas City would
sustain the following revenue losses:

Revenue Loss from Kansas City transportation sales tax
Fiscal Year 2016: $12,166,667 loss (period of 1/1/16 to 4/30/16)
Fiscal Year 2017: $36,500,000 loss
Fiscal Year 2018: $36,500,000 loss
All future fiscal years after 2018: $36,500,000 loss

These two initiatives could also be interpreted to prevent the Missouri legislature from
fully adopting the Streamlined Sales Tax and taxing remote on-line sales if Congress
were to enact the Marketplace Fairness Act. The Marketplace Fairness Act would enable
states and local governments to levy sales and use tax on Internet purchases by their
residents from out-of-state merchants. The future revenue loss to Kansas City from the
inability to levy sales and use tax on Internet purchases from out-of-state merchants is
estimated at $203 million per year.

Officials from the City of Raymore indicated no fiscal impact.

Officials from Metropolitan Community College indicated unknown impact for their
college.



Officials from University of Missouri indicated this initiative petition would not have a
significant fiscal impact on their university.

Marc Ellinger provided the following information for this initiative petition.











































































The State Auditor's office did not receive a response from the Department of
Agriculture, Adair County, Boone County, Callaway County, Cass County, Clay
County, Cole County, Greene County, Jackson County Legislators, Jasper County,
St. Charles County, Taney County, the City of Cape Girardeau, the City of
Jefferson, the City of Joplin, the City of Kirksville, the City of Mexico, the City of St.
Joseph, the City of St. Louis, the City of Springfield, the City of Union, the City of
Wentzville, the City of West Plains, Cape Girardeau 63 School District, Hannibal 60
School District, State Technical College of Missouri, St. Louis Community College,
and the State Tax Commission.

Fiscal Note Summary

Potential costs to state and local governmental entities are unknown, but could be significant.
The proposal's passage would impact governmental entity's ability to revise their tax structures.
State and local governments expect no savings from this proposal.


