HCS HB 209 -- SIMPLIFI ED MUNI Cl PAL TELECOMVUNI CATI ONS BUSI NESS
LI CENSE TAX

SPONSOR:  Sut herl and ( Cooper, 120)

COMWM TTEE ACTION: Voted "do pass" by the Conmttee on Ways and
Means by a vote of 10 to 5.

This substitute authorizes the sinplified municipal

t el econmuni cati ons business |icense tax. After August 28, 2005,
any nunicipality may inpose this tax on a tel econmuni cations
conpany for the privilege of doing business within its borders.
The tel econmuni cati ons conpany can pass the tax onto its retai
custoners only if the conpany item zes the tax on the custoner’s
bill. The Director of the Departnment of Revenue will publish a
list of the nmunicipalities inposing this tax.

The maxinumrate of the gross receipts percentage for any
municipality is 5% for tax years 2006 and 2007 and 3% for 2008
and thereafter.

FI SCAL NOTE: No inpact on state funds in FY 2006, FY 2007, and
FY 2008.

PROPONENTS: Supporters say that the bill is the result of

several years of conplaints about conplex tax |anguage. The
proposal will decrease adm nistrative costs and provide a

busi ness |icence tax conparable to the tel ecomrunication tax.
Wth the switch fromland lines to cell phones, a 10%growth is
expected in cell phone usage and a 3% decrease in |land |ine usage
each year. Tel ecommuni cation conpanies want to be taxed j ust

| i ke any other business. Current gross receipts tax rates are
bet ween 2% and 11% on phones. Laws were witten over 30 years
ago and need updating. The bill provides rate caps and
elimnates retroactive exposure to collect and pay back taxes. A
| aw suit clai m ng underpaynent of taxes has been filed by 40
cities in Mssouri. In general, wre |ine conpanies have paid
the taxes while wrel ess conpani es have not.

Testifying for the bill were Representative Cooper (120);

Sout hwestern Bell Conpany of M ssouri; Sprint PCS; G ngul ar

Wrel ess; Nextel; Century Tel; Verizon Wreless; MI; and ALLTEL
Conmuni cat i ons.

OPPONENTS: Those who oppose the bill say that tine is needed to
settle the law suit and work out problenms with the tax rates for
the decrease in land |lines and the increase in wirel ess conpanies
before | egislation should be offered. Some conpani es, such as
US. Cellular, pay the tax while other tel ecomunication
conpani es are getting away w t hout paying the tax even when | ocal



law is clear. This provides an unfair advantage to sone
conpetitors. Local governnents assune revenue | osses could
result fromthe bill.

Testifying against the bill were St. Louis County Police
Department; St. Louis County; M ssouri Minicipal League; Cty of
Jefferson; Gty of Florissant; Gty of Raytown; Gty of
Bridgeton; City of Lee’s Summt; City of St. Louis; Cty of
University City; Independence City Counsel; and St. Louis County
Muni ci pal League.
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