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SECOND REGULAR SESSION
HOUSE COMMITTEE SUBSTITUTE FOR

HOUSE BILL NO. 1677

93RD GENERAL ASSEMBLY

Reported from the Committee on Ways and Means March 28, 2006 with recommendation that House Committee Substitute for
House Bill No. 1677 Do Pass. Referred to the Committee on Rules pursuant to Rule 25(26)(f).

STEPHEN S. DAVIS, Chief Clerk
46121..02C

AN ACT

To repeal section 143.121, RSMo, and to enact in lieu thereof one new section relating to
Missouri adjusted gross income calculations.

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

Section A. Section 143.121, RSMo, is repealed and one new section enacted in lieu
thereof, to be known as section 143.121, to read as follows:

143.121. 1. The Missouri adjusted gross income of aresident individual shall be the
taxpayer's federal adjusted gross income subject to the modifications in this section.

2. There shall be added to the taxpayer's federal adjusted gross income:

(&) Theamount of any federal incometax refund received for aprior year which resulted
in aMissouri income tax benefit;

(b) Interest on certain governmental obligations excluded from federal grossincome by
Section 103 of the Internal Revenue Code. The previous sentence shall not apply to interest on
obligationsof the state of Missouri or any of itspolitical subdivisionsor authoritiesand shall not
apply to the interest described in subdivision (@) of subsection 3 of this section. The amount
added pursuant to this paragraph shall be reduced by the amounts applicable to such interest that
would have been deductiblein computing the taxableincome of thetaxpayer except only for the
application of Section 265 of the Internal Revenue Code. The reduction shall only be made if
itisat least five hundred dollars;

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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(c¢) Theamount of any deduction that isincluded in the computation of federal taxable
income pursuant to Section 168 of the Internal 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 exceeds the amount that would have been deductible pursuant to Section 168 of the
Internal Revenue Code of 1986 asin effect on January 1, 2002; and

(d) The amount of any deduction that isincluded in the computation of federal taxable
income for net operating loss allowed by Section 172 of the Internal Revenue Code of 1986, as
amended, other than the 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 claimsin the
tax year in which the net operating loss occurred or carries forward for a period of more than
twenty years and carries backward for more than two years. Any amount of net operating loss
taken against federal incometaxesbut disall owed against Missouri incometaxespursuant tothis
paragraph since July 1, 2002, may be carried forward and taken against any |oss on the Missouri
income tax return for a period of not more than twenty years from the year of the initial loss.

3. There shal be subtracted from the taxpayer's federal adjusted gross income the
following amounts to the extent included in federal adjusted gross income:

() Interest or dividends on obligations of the United States and its territories and
possessionsor of any authority, commission or instrumentality of the United Statesto the extent
exempt from Missouri income taxes pursuant to the laws of the United States. The amount
subtracted pursuant to this paragraph shall be reduced by any interest on indebtednessincurred
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 shall only apply to the extent that such expensesincluding amortizable bond premiums
are deducted in determining the taxpayer's federal adjusted gross income or included in the
taxpayer's Missouri itemized deduction. The reduction shall only be made if the expensestotal
at least five hundred dollars;

(b) Theportion of any gain, from thesaleor other disposition of property having ahigher
adjusted basis to the taxpayer for Missouri income tax purposes than for federal income tax
purposes on December 31, 1972, that does not exceed such difference in basis. If aganis
considered a long-term capital gain for federal income tax purposes, the modification shall be
limited to one-half of such portion of the gain;

(c) Theamount necessary to prevent the taxation pursuant to this chapter of any annuity
or other amount of income or gain which was properly included inincome or gain and wastaxed
pursuant to the laws of Missouri for ataxable year prior to January 1, 1973, to the taxpayer, or
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to a decedent by reason of whose death the taxpayer acquired the right to receive the income or
gain, or to atrust or estate from which the taxpayer received the income or gain;

(d) Accumulation distributions received by ataxpayer as a beneficiary of atrust to the
extent that the same are included in federal adjusted gross income;

(e) Theamount of any stateincometax refund for aprior year whichwasincludedinthe
federal adjusted gross income;

(f) Theportion of capital gain specifiedin section 135.357, RSMo, that would otherwise
be included in federa adjusted grossincome;

() The amount that would have been deducted in the computation of federal taxable
income pursuant to Section 168 of the Internal 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 deducted pursuant to Section
168 of the Internal Revenue Code as amended by the Job Creation and Worker Assistance Act
of 2002; and

(h) For all tax years beginning on or after January 1, 2005, the amount of any income
received for military service while the taxpayer serves in a combat zone which isincluded in
federal adjusted gross income and not otherwise excluded therefrom. Asused in this section,
"combat zone" means any area which the President of the United States by Executive Order
designates as an areain which armed forces of the United States are or have engaged in combat.
Serviceis performed in acombat zone only if performed on or after the date designated by the
President by Executive Order as the date of the commencing of combat activities in such zone,
and on or before the date designated by the President by Executive Order as the date of the
termination of combatant activitiesin such zone.

4. There shall be added to or subtracted from the taxpayer's federal adjusted gross
income the taxpayer's share of the Missouri fiduciary adjustment provided in section 143.351.

5. There shall be added to or subtracted from the taxpayer's federal adjusted gross
income the modifications provided in section 143.411.

6. (1) Asusedinthissubsection, " qualified health insurance premium” meansthe
amount paid during the tax year by such taxpayer for any insurance policy primarily
providing health care coverage for thetaxpayer, the taxpayer's spouse, or thetaxpayer's
dependants.

(2) In addition to the subtractionsin subsection 3 of this section, qualified health
insurancepremiumsshall besubtracted from thetaxpayer'sfeder al adjusted grossincome
to the extent included in federal adjusted grossincome. The taxpayer shall providethe
department of revenue with proof of theamount of qualified health insurance premiums
paid. Theamountsto be subtracted shall be asfollows:
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(a) For tax year 2006, up to twenty percent of such qualified health insurance
premiums,

(b) For tax year 2007, up to forty percent of such qualified health insurance
premiums,

(c) For tax year 2008, up to sixty percent of such qualified health insurance
premiums,

(d) For tax year 2009, up to eighty percent of such qualified health insurance
premiums; and

(e) For tax yearsbeginningon or after January 1, 2010, up to one hundred per cent
of such qualified health insurance premiums.
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