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What is a local Use Tax?
A Use Tax is a tax on the purchase of goods 
by Missouri residents from out-of-state 
vendors. Products exempt from the sales 
tax would be exempt from the Use Tax. 

I already pay sales tax. Is this the same 
thing?
No. The sales tax applies to purchases 
made at local retailers within Missouri, 
while the Use Tax applies to purchases 
made from out-of-state vendors. Purchases 
cannot fall into both groups and cannot be 
taxed twice.

Funds Community Services • Generates Local Revenue
NOT A Double Tax!• The purpose of the proposal is 

to assess the same tax rate on 
out-of-state purchases as local 
purchases.

• If you already pay local sales tax 
on a purchase, you will NOT pay 
a Use Tax on the same purchase.

• The local Use Tax rate is the 
same amount as the sales tax 
rate.

• A local Use Tax ensures out-of-
state purchases are taxed at the 
same rate as purchases from 
your local business.

• A local Use Tax provides 
revenues to pay for vital 
municipal services including 
public safety and parks.

How can a Use Tax benefi t my community?
As internet purchases increase, local 
revenues decrease. Funds generated from 
the Use Tax can be used to pay for vital 
municipal services including public safety 
and parks.

What is the rate of the Use Tax?
The local Use Tax rate is the same rate as 
the local sales tax rate. If the local Sales 
Tax is reduced or raised by voter approval, 
the local Use Tax shall also be reduced or 
raised by the same action.
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What is a local Use Tax? 
A Use Tax is a tax on the 
purchase of goods by Missouri 
residents from out-of-state 
vendors. Products exempt from 
the sales tax would be exempt 
from the Use Tax.

• Fact:  If you already pay local sales tax on a purchase, 
 you will NOT pay a Use Tax on the same purchase.

• Fact:  The local Use Tax rate is the same amount as the 
sales tax rate.

• Fact:  Funds generated will help pay for public safety and parks.

• Fact:  Consumers will pay the EXACT same tax on purchases, whether 
 it is purchased locally, or out-of-state.  Local and out-of-state 
 vendors will charge the same total amount.Learn more about Prop. U at:
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Proposition U
What is it, what are the relevant 
facts and history surrounding 
the upcoming ballot issue? The 
term “use tax” is just another way 
of saying sales tax, however, 
the sale does not take place at 
a physical location. Therefore, 
purchasers are charged a “use 
tax” based on where they use or 
receive the item purchased from 
an out-of-state retailer.

The reason this is coming about 
is that a loophole was created 
in the tax laws fi rst in 1967, and 
then re-affi  rmed in 1992, when the 
Supreme Court ruled in Quill Corp. 
versus North Dakota that sales tax 
could not be collected/imposed 
on purchases made from out-of-
state vendors. For a sales tax 
to apply, the retailer had to have 
a signifi cant physical presence 
in that particular state. This 
originally created an advantage 
for catalog purchases, and 
subsequently for online sales. This 
probably was not tremendously 
impactful in 1992 when there was 
relatively little online shopping. 
With the tremendous increase 
in e-commerce (even more so 
with COVID), the disadvantage 
it creates for local brick and 
mortar stores has become very 
signifi cant. This consequence 
extends to local governments 
that depend heavily on sales tax 
revenue to pay for police, parks, 
public works, etc. Unlike many 
cities, Chesterfi eld receives 
no property tax, and is heavily 
dependent on sales tax revenues. 

What happened
In its 2018 decision of the South 
Dakota versus Wayfair case, the 
Supreme Court overturned the 
1992 Quill decision, which closed 
the loophole and again allowed 

states and local 
governments 
to impose what 
is called a “use 
tax” on out of 
state purchases. This Supreme 
Court decision cleared the way 
for state governments to provide 
enabling legislation applicable to 
their respective states.  Missouri 
was the very last state in the union 
to pass what was called “Wayfair” 
(Senate Bill 153) legislation. This 
legislation was sponsored by 
State Senator Andrew Koenig, 
who coincidentally happens to be 
one of the senators representing 
a portion of Chesterfi eld. Senator 
Koenig is a well-respected public 
servant and is thought to be 
among the most conservative 
members of our legislature.

Local Voter Approval Needed
In order for a “use tax” to 
be imposed on out-of-state 
purchases, a ballot measure must 
be passed locally for the municipal 
taxes and a separate ballot 
for the county-wide taxes. The 
Chesterfi eld ballot will be labeled 
Proposition U (associated with 
existing Parks ½ cent and Capital 
Improvement ½ cent taxes) and 
I understand that the St. Louis 
County ballot measure will be 
labeled Proposition C. The county 
ballot would be applicable to the 
existing county-wide taxes, from 
which Chesterfi eld would receive 
a proportionate share based on 
population. If the ballot measures 
obtain voter approval, the earliest 
eff ective date would be January, 
2023. Regardless of the passage 
of either ballot, the state portion 
(4.225%) has been and will 
continue to be in eff ect. The sales 
tax rates will remain the same, 
but out of state purchases would 
become subject to existing rates 
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The Chesterfi eld City Council has placed 
PROPOSITION U on the April 5 ballot, allowing 
residents to vote to close the tax loophole that was 
created in 1967.  If passed, Proposition U will require 
all out-of-state retailers to remit the exact same sales 
tax as Missouri retailers already do.  Missouri was 
the last state in the union to address this issue when 
the legislature addressed the problem in 2021.  To 
be absolutely clear: If Proposition U is approved by 
voters in April, the exact same sales tax rate that 
is currently charged on any purchase from a local 
retailer, would also be applied to out-of-state retailers.  
Not more, not less.  Exactly the same local sales tax 
that you pay at the store today!  

Any purchases from a Missouri retailer will be wholly 
unaff ected.  Missouri retailers currently remit sales 
tax for any purchases outside of Missouri, but out-
of-state retailers are not required to collect Missouri 
sales tax, which results in higher sales taxes for local 
retail goods. The Missouri Retailers Association, The 
Missouri Chamber of Commerce, and The Greater 
Chesterfi eld Chamber of Commerce all support 
passage of the use tax, sometimes referred to as 
Wayfair.  

The history of how this loophole evolved goes back 
to 1967, when a Federal Court ruled that catalog 
purchases from out of state retailers would not include 
collection of sales taxes (National Bella Hess V Illinois 
Department of Revenue).  That created a growing 
disadvantage for brick and mortar retailers as catalog 

sales transitioned into online sales, now consisting of 
up to 22% of all retail purchases and growing rapidly.  

The second issue involves the declining sales tax 
revenues for local taxing agencies, like the City of 
Chesterfi eld, as out-of-state sellers avoid remitting 
sales tax to agencies in the State of Missouri.  In 
2021, the State of Missouri became the absolute 
last state in the United States to adopt legislation 
to eliminate this loophole.  Since 2014, the City of 
Chesterfi eld has lost more than $4.7 million in total 
revenues.  Fortunately, voters approved County 
Proposition P in 2017, which has partially off set this 
revenue loss by roughly $2.6 million, still leaving 
Chesterfi eld with $2.14 million less net revenue than 
it received in 2014.  This revenue loss has occurred 
despite signifi cant growth throughout the City which 
comes with increased demand for public services; 
police, public works, and parks. 

If Proposition U is approved, proceeds would serve 
to preserve and sustain the City’s law enforcement 
capacity as well as to support our local parks 
programs.  Police and Parks operations are a priority 
for the City of Chesterfi eld and the costs to provide 
those critical services have increased signifi cantly.  
The passage of Proposition U would assist in 
off setting the actual revenue losses.

Additional information about Proposition U can be 
found on the City website at https://www.chesterfi eld.
mo.us/proposition-u.html.

Proposition U is on the Ballot April 5
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International Earth Hour
International Earth Hour is for individuals, families, 

businesses, and communities, locally and globally, for one 
hour on March 26 from 8:30 p.m. – 9:30 p.m. to turn off  
non-essential lights.  This is for consideration of nature 
and commitment to it.  Consider how lights impact our 

planet and the life on it, especially at night.  Check out the 
Chesterfi eld Citizens Environmental Advisory Committee 
(CCEAC) page on the City’s website for the ‘International 

Earth Hour’ fl yer for family fun and youth-centered 
activities!  Youth may also consider becoming a “Stellar 
Green Youth Team” member, too! To view the fl yer, visit 

https://www.chesterfi eld.mo.us/earth-hour-2022.html.

businesses, and communities, locally and globally, for one 

planet and the life on it, especially at night.  Check out the 



4

THE CHESTERFIELD CITIZEN

4

CITY OF CHESTERFIELD | 636.537.4000 | 690 CHESTERFIELD PKWY W | CHESTERFIELD, MO

14

What is Proposition U?
The local use tax is essentially applying 
the same sales tax rate on out-of-state 
purchases. If approved, the local use tax 
rate will mirror the local sales tax rate.

What’s the diff erence between a 
sales tax and a local use tax?
Local brick-and-mortar stores are 
currently required to collect sales tax, 
while a local use tax would be charged 
for sales from out-of-state vendors.  The 
rate of the local use tax is identical to the 
sales tax that they are currently avoiding, 
resulting in exactly the same amount 
being charged for local and out-of-state 
retailers. Sales and local use taxes 
CANNOT be applied at the same time. 
The use tax simply requires out-of-state 
retailers to pay the same sales tax as a 
local business.

What happens if Proposition U 
passes?
The City does not levee a property tax. 
Chesterfi eld receives no property tax 
revenue whatsoever.  Sales taxes are 
the City’s primary source of revenue. 
However, in recent years more and 
more sales have shifted to online from 
out-of-state vendors. Current estimates 
indicate online sales make up 22% 
of all purchases, and that number is 
expected to continue to grow in future 
years. A local use tax will help ensure 
that the City is able to keep a balanced 
budget in future years. Proceeds from 
Proposition U will sustain and preserve 
law enforcement and parks operations.

Proposition U Goes on the Ballot

Do Other Cities Have a Local Use 
Tax?      
Approximately half of all Missouri cities with 
populations of 2,000 or more already have 
a use tax in place. Chesterfi eld is one of 
many St. Louis entities placing a use tax on 
the ballot this year. For example, St. Louis 
County, Ellisville, Ballwin, Manchester, and 
Town & Country are each bringing this issue 
to voters on April 5. If approved by voters, 
Chesterfi eld will join more than 200 Missouri 
cities that currently impose a use tax, 
including the cities of O’Fallon, Brentwood, 
Clayton, Crestwood, Des Peres, Hazelwood, 
Kirkwood, University City, Maplewood, and 
Frontenac. 

What will this issue look like on 
the ballot?
The ballot language is set by the state and 
will contain the following language: “Shall 
the City of Chesterfi eld impose a local use 
tax at the same rate as the total local sales 
tax rate, provided that if the local sales tax 
rate is reduced or raised by voter approval, 
the local use tax rate shall also be reduced 
or raised by the same action?”

What happens if Proposition U 
fails?
The same law allowing the local use tax 
collection also gradually reduces another 
existing revenue source for the City - cable 
franchise fees. That is the fee you pay on your 
bill for cable services. Between this and the 
loss of sales tax revenues as online shopping 
continues to grow, the erosion of revenue will 
challenge the City to maintain current service 
levels. Furthermore, local brick and mortar 
business owners and stores will continue 
to be disadvantaged because they have to 
charge a higher rate of sales tax for the exact 
same consumer goods purchased online.

Learn more about Proposition U at https://www.chesterfi eld.mo.us/proposition-u.html.

VOTE APRIL 5!VOTE APRIL 5!

CHESTERFIELDCitizen
690 CHESTERFIELD PKWY W |  CHESTERFIELD, MO  | 63017





We’re here with you. In support of public health, we’re continuing to keep stories essential to protecting
public safety available to all readers.
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Gov. Parson signs Wayfair tax legislation

by Ryan Pivoney | June 30, 2021 at 6:40 p.m. | Updated June 30, 2021 at 6:46 p.m.
0
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Gov. Mike Parson on Wednesday, June 30, 2021, signed Senate Bills 153 and 97, also known as the Wayfair legislation.

Gov. Mike Parson on Wednesday signed legislation allowing state and local governments to impose an
online use tax, making Missouri the last state in the nation to do so.

Senate Bills 153 and 97, also known as the Wayfair legislation, have long been a priority of the
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"This law wi l l  help even the playing field between Missouri small businesses and large out-of-state
retailers," Parson said in a news release. "With more than 570,000 small businesses in  the  state of
Missouri, i t  is t ime that  we establish a 21st-century tax code that  benefits our Main Street businesses
rather than companies that  don't invest in our communities or  employ our citizens."

The taxes wil l  be levied against online retailers that  sell and deliver more than $100,000 in products to
Missouri residents annually.

The Missouri Department of Revenue wi l l  begin collecting the tax Jan. 1, 2023.

All  forty-nine other states and Washington, D.C., have similar taxes.

The new law comes after a 2018 U.S. Supreme Court ruling determined states could establish sales
and use taxes on businesses not physically located in the state that  still sell and deliver goods there.

Parson said Missouri has been losing money to out-of-state and online retailers because they are not
subject to the same state sales taxes as local businesses.

"To be able to sign this into law today is a big deal for  the state of Missouri, and it 's a big deal for our
small businesses, especially after everything we've been through," Parson said. "This crisis over the last
15-16 months, i f  there was ever a t ime to get i t  done and get i t  right, now is the time."

The act exempts federal stimulus money from being included in  a taxpayer's adjusted gross income
and taxed. There are also provisions to reduce the top tax rate beginning in  2024 and create the
Missouri Working Family Tax Credit Act to form a tax credit that  can be applied to a taxpayer's state
income tax liability starting in  2023.

The legislation also limits video service provider fees, modifies regulations for  community
improvement districts, and changes requirements for  assessing aircraft taxes, among other local tax
policy reforms.

State Sen. Andrew Koenig, R-St. Louis County, sponsored the legislation to help keep business within
the state.

Literally, we had the worst thing you'd want in  a tax code, and that  tells Missourians to purchase from
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encourage entrepreneurship.

Parson said the legislation maintains Missouri's status as a business-friendly state and could help grow
the population.

"Your first priority is your businesses here in your state, so you got to try to take care of them," Parson
said. "We've seen what happened in  the last 15-16 months in the middle of a crisis, how important it is
for these small businesses to keep their doors open, so this is just another way to make them
competitive."

According to U-Haul's migration trends, based on the net gain of one-way trucks entering the state,
Missouri is No. 7 in growth for  the country - a figure promoted by the governor. Last year, people
entering the state in  one-way U-Haul trucks increased 8 percent.

Koenig said he was happy to include the income tax cuts in  the legislation because he thinks it wi l l
attract more people and businesses to the state.

"When I came into the House our income tax rate was 6 percent," Eggleston said. "By the t ime all this
gets implemented it's going to be down to 4.8 percent, so a 20 percent reduction, but  done in a
prudent way where we know we can still finance all the things the state government has to finance."

Parson said as the budget has grown over the last four years, more education, workforce development
and infrastructure projects have taken the  forefront.

"I think we're on the right track here," Parson said. "We're able to do some of these things along wi th a
tax cut. That's why people want to come to this state."
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The Supreme Court Decision That Saved States 
Billions 
BY: Alan Greenblatt | January 22, 2021 

Glenn Hegar had some good news to share earlier this month. Texas faces a shortfall of nearly $1 billion -— not 
great, but a lot healthier than the $4.6-billion budget hole the state's comptroller projected back in July. 

One big reason for the relative recovery, Hegar says, is online sales taxes. By July, collections from remote and 
online retailers were higher than they’d been during the previous holiday shopping season. 

“Online sales taxes have been a critical source of revenue that has helped state and local governments in 
Texas weather this pandemic,” says Hegar. 

Texas is not unique. In at least one way, the pandemic was well-timed for state and local governments. After 
years of trying, they got the Supreme Court to agree in 2018 to allow collection of taxes on sales by vendors 
who don’t have a physical presence in their states. A year earlier, Amazon, the largest online retailer, had 
agreed to collect sales taxes in all 45 states that impose such taxes. 

In other words, the pandemic, bad as it has been, would have been worse financially for state and local 
governments if it had struck in 2015, rather than in 2020. 

“We’ve talked to a lot of cities who said this was a key element that helped them keep going in this crisis," says 
Michael Gleeson, legislative manager for finance at the National League of Cities. “There would be a much 
bigger loss of revenues for cities, and there would be a much bigger hole that cities would be facing right now, if 
revenues had not been picked up while everyone was shopping online.” 

Online retail sales topped $200 billion in both the second and third quarter of last year. They peaked as a share 
of total retail at 16.1 percent during the second quarter (April through June, when many states had imposed 
stay-at-home orders), according to the U.S. Census Bureau. Their share dipped in the third quarter to 13.5 
percent of total sales — but that still represented a jump of nearly 40 percent, compared to the same period in 
2019. 

That’s real money. Cities and states still mourn the hit that stores on Main Street and shopping malls have 
taken, but at least they were able to capture a substantial share of the purchases that shifted online. 

“That revenue was not only helpful, but in some ways it’s become almost essential,” says Patrick Murphy, vice 
president of public finance at Arnold Ventures, a philanthropic foundation. “Purchases at brick-and-mortar 
stores going down is bad enough, but if they hadn’t been able to capture some of the money online, what a 
problem that would have been.” 

States Were Ready to Act 

The 2018 Supreme Court decision, in South Dakota v. Waym, overturned prior decisions that had made it 
impossible for states to collect sales taxes from remote sellers. They certainly tried in different ways, but were 
shot down by various courts. It was the long-sought Wayfair decision, as it’s known, that opened the door for 
states to collect taxes on most online sales. 

“Prior to the Wayfair decision, although some ecommerce sellers were going down the path of starting to collect 
sales tax on their sales, online sales was still a potential avenue to avoid the sales tax,” says Chuck Maniace, 
vice president of regulatory analysis at Sovos, a tax compliance firm. 

Wayfair allows states to demand that businesses without a physical presence collect and remit taxes, assuming 
they make at least $100,000 worth of in-state sales. Following the decision, large states such as California and 
Texas have set the threshold higher, at $500,000. States differ in terms of how many in-state transactions can 
take place before a seller has to collect taxes (generally, about 200). 
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MGeisel
Highlight

MGeisel
Highlight

MGeisel
Highlight



1/22/2021 https:llwww.governing.com/templates/gov_print_article?id=573636941 

States had been laying the groundwork for collecting taxes on online sales for many years. Since 2000, a 
consortium called the Streamlined Sales Tax Governing Board has worked on ways to make tax systems more 
uniform. Half the states have adopted its system of definitions, rules and exemptions. 

That was key, since figuring out sales tax codes even in individual states can be a chore. A state might exempt 
raisins and yogurt while taxing yogurt-covered raisins because they're considered candy, for example. 
Wisconsin devotes five pages of its tax code to questions about taxing ice. 

“For some reason, clay pigeons are tax-exempt,” says John Macco, who chairs the Ways and Means 
Committee in the Wisconsin Assembly. “I didn’t know we had a clay pigeon lobby.” 

Having pushed the question all the way to the Supreme Court, states were ready to act once they had the 
green light. Forty-three of the 45 states that collect sales taxes had implementing legislation in place in time for 
the pandemic. 

“Addressing the issues raised as a result of the Wayfair decision ensured that my agency was prepared 
when collections began to increase sharply in April 2020,” says Hegar, the Texas comptroller, who notes that 
the state collected $1.3 billion from online sales in the first year after implementing Wayfair. "For the most part, 
this revenue would not have been collected but for marketplace legislation and the requirement that certain 
remote sellers collect taxes on sales.” 

Who’s Still Missing Out 

The two sales-tax states without Wayfair legislation on the books are Florida and Missouri. In Florida, extending 
the sales tax to online commerce sounded like a new tax, making it politically tricky. In Missouri, the question 
was how to untangle the complicated local and state sales and use tax system. 

“It actually came up on the Senate floor the day we broke for COVlD-19," Missouri Sen. Andrew Koenig told 
The Missouri Times. “When we came back to session, we just didn’t have the time to work out a compromise on 
it.” 

Lawmakers in both states are expected to make another run at the issue this year. The pandemic, with all its 
disruptions to in-person transactions, has proven to be no time for failure in taxing online purchases. 

“Bills have been filed in both chambers and we’re already hearing bipartisan support for the measure,” says 
Scott Shalley, president of the Florida Retail Federation. “It has been a years-long effort in Florida to fix the 
glitch in state statute to remove the burden from the consumer and ensure that Florida retailers are competing 
on a level playing field.” 

Other states are still tinkering with their rules. Under Wayfair, states can’t impose requirements that present an 
“undue burden” to online sellers. There are differences of opinion about whether retailers should have to collect 
sales taxes for every locality that imposes its own rates above and beyond what a state may charge. 

In Texas, retailers can ask to be part of a simplified program that exempts them from collecting or tracking all 
the local rates, instead working with one rate statewide. Still, modern software means that if retailers can figure 
out where to ship a package, they can figure out the local sales tax. 

“We ended up just exceeding our sales tax estimate for the year,” says John Bruggen, assistant budget and 
finance administrator for Hamilton County, Ohio. “We ended up hitting budget on the sales tax, which is our 
major revenue source.” 

For most states, cities and counties, being able to collect taxes on online sales has proven to be a boon at a 
time of continuing financial troubles. 

“It did come at a good time for them,” says David Hitchcock, a senior director at S&P Global, a financial ratings 
firm. “With revenues down, they need every dollar they can get.” 

This article was printed from: https:llwww.governing.comlfinancerl'he-Supreme-Court-Decision- 
That-Saved-States-Billions.html 
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Missouri needs to act on sales tax
News-Press NOW
FEB IO, 2021
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It seems so simple.

Retail sales shift to the internet, first as a niche phenomenon, then as a flood. The U.S. Supreme Court makes a significant ruling that clears the way for

states to collect a tax on these online sales, just as they do from brick-and-mortar establishments. If the need isn’t yet obvious, the COVID-19 pandemic
accelerates the trend away from in-person commerce. Jeff Bezos now has enough money to start his own space program.

Most legislatures got the memo after the Supreme Court, in 2018, ruled in South Dakota v. Wayfair that states could require far-flung businesses to
collect and remit a tax on sales made over the internet. Previously, courts had held that tax collection was largely limited to businesses with a physical

presence in a given state.

In the wake of Wayfair, states that already collect a sales tax were eager to establish “economic nexus laws” that allowed them to collect revenue from
direct dot-com sellers and from marketplace facilitators, like Amazon or eBay, that don’t make anything but account for a significant share of online
commerce.

But not Missouri. The Show-Me State remains a stubborn holdout, despite overwhelming evidence that the time has come to modernize tax law to reflect
the reality of how people buy things.
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Part of this is an issue of fairness. As some brick-and-mortar retailers struggle to survive, online competitors offer convenience and selection that can be
difficult to match. There’s little to be done about that, but the state should even the playing field by demanding that buyers are at least subject to the
same level of taxation on every purchase, whether it’s in person or online.

Then there’s the issue of local government viability. Cities and counties rely on sales tax to pay for essential services, from parks and policing to the
filling of potholes, but they miss out on a key revenue stream in today’s economy.

A Missouri House committee was scheduled Wednesday to hear competing versions of legislation to begin taxing online purchases. These measures
share similar goals, although differences might emerge on how an online tax relates to an existing local use tax and when local jurisdictions might need

to give voter approval.

Another issue is whether Missourians should get income tax relief to offset any increased revenue from an online sales tax. State Rep. Bill Falkner, a

former St. Joseph mayor, said income tax discussions are best left to the budget committee in order to take into account education funding, Medicaid
expansion and other state needs.

We agree. An income tax cut would be nice, but it shouldn’t be the roadblock that keeps Missouri from joining the rest of the country in establishing an
online sales tax.

News-Press NOW

SPONSORED CONTENT

Forget Expensive Solar Panels (Do This Instead)
BY SAVING MONEY WEEKLY
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Q MTiessouriflimes 
November 30, 2020 

Opinion: COVID—19 pandemic recovery requires Missouri Legislature 
to pass Wayfair internet sales tax bill 
BY THOMAS P. SCHNEIDER O N  APRIL 15,  2020 

BUILDING MISSOURI 
I?» 
"4 9 

5t. Louis—Kansas City Carpenters Regional Council ‘ 5 carpdc.org f STLKCCRC 

Missouri has been moving to the back of the line compared to other states for almost 10 
years. For more than a decade, the dogmatic anti-tax Republican-dominated Legislature has 
compromised progress in our state in important areas, including infrastructure, education, 



economic development, and more. As with the fuel tax ballot issue of November 2018, 
Republican Governor Mike Parson stepped out of the shadow of his party last December to 
support the Myfair internet sales tax legislation, allowing Missouri to join 48 other states 
in collecting sales tax from internet purchases. Only Missouri and Florida are holding out. 

The issue of not taxing internet sales in Missouri was 
a very important one to retailers and government 
agencies prior to the COVID-19 pandemic, but now it 
is D0 or DIE. Prior to the virus crisis, internet sales 

were climbing and retail sales were in decline. Part of 
the problem was that the brick and mortar stores 
were competing on an uneven playing field since they 
had to collect sales taxes and the internet vendors did 
not. During the pandemic, the problem has 
inadvertently magnified exponentially and uneven 
taxation will make it more difficult for consumers to 
go back to supporting local merchants. 

There are two cataclysmic consequences that can be 
mitigated by taxing internet sales. One is that if our Thomas P. Schneider 
retail establishments cannot reopen, then we will live 
in ghost towns of shuttered stores and shops making our existence monotonous, austere, 
and impersonal. The second consequence is worse yet: Our cities, counties, and state will 
not have nearly the adequate revenue for even our basic needs of police protection and 
infrastructure maintenance. 

Governor Parson recognized and announced last December that Missouri needed the $60-80 
million per year that the state would receive from internet sales tax for emergencies and for 
basic highway and other infrastructure maintenance and construction. In 2018, Parson 
accepted the recommendation of the 21st Century Missouri Transportation Task Force and 
supported Prop D for a modest increase in Missouri’s very low fuel taxes just so that MoDOT 
could tread water. 

The only way the Republican-dominated legislators finally put the Prop D 10 cent fuel tax 
increase on the November 2018 ballot was to tack it on at the last minute to an unrelated bill 
and then weighing it down with confusing language. Prop D surprised ultra—conservatives 
with a stronger than expected showing, losing by only 4 percentage points despite the 
handicaps imposed. 
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The challenge for cities and counties to balance their budgets to provide police, public 
works, and parks services had already been increasingly difficult because a majority of their 
revenue comes from sales taxes. The 2020 COVID-19 pandemic has exacerbated this 
challenge by driving consumers to the internet and conditioning society to buy online. 

Citizens still need and demand police protection and road and bridge maintenance, but by 
sidestepping sales tax on the internet, there will not be enough money to pay for police 
officers and public works improvements. Citizens want parks and recreation opportunities, 
and during the pandemic, many get some fresh air in a local park to unwind and get a break 
from being cooped up. Those parks and their maintenance are paid for largely by sales taxes 
without which parks could become unaffordable luxuries. 

In 2018, as a panel member of the bi-partisan 21st Century Missouri Transportation Task 
Force, I appreciated the leadership of Governor Parson in accepting our recommendation for 
a modest 10 cent fuel tax increase. In 2020, as the former Florissant mayor and as one of the 
millions of Missourians worried about the health and economic recovery from the COVID- 19 
epidemic by our communities, counties, and state, I appreciate the leadership of Governor 
Parson regarding internet sales tax revenue. 

Once again Governor Parson has stepped out of the notorious tax-stingy shadow of his 
party. Let us join him in advocating for the passage of a meaningful 2020 internet sales tax 
bill by the Missouri Legislature. We need a law without counterproductive revenue—neutral 
language so as to raise the money we need to recover from the crisis of our lifetime and to 
give our retailers the level playing field they need to recover on. 

EDITOR’S NOTE: For up-to—date information on coronavirus, check with the CDC and DHSS. 

Thomas P. Schneider 
Thomas P. Schneider was the mayor of Florissant from 2011 to 2019. Prior to that, he 
served on the Florissant City Council from 1979 to 2011. 

fl 

Share this: 

0 Click to email this to a friend (Opens in new window). 
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Missouri Chamber of Commerce and Industry
14

Adopt a responsible framework for 
collection of sales tax from out-of-
state sellers in response to the Wayfair 
decision:
Missouri should adopt a law to require the 
collection of sales tax for online and other 
transactions involving out-of-state sellers without 
a physical presence, taking into account the U.S. 
Supreme Court’s guidance in the Wayfair decision, 
while maintaining current sales and use tax 
exemptions the state has historically permitted. 

The Missouri Chamber recommends legislation that 
would require all remote sellers meeting specific 
criteria to collect and remit vendor’s use tax on 
sales of tangible personal property in Missouri. In 
an effort to minimize the administrative burden on 
both the sellers and the Missouri Department of 
Revenue, the Missouri Chamber recommends that 
remote sellers register, collect and remit vendor’s 
use tax only if they meet or exceed a threshold of 
$500,000 or more in sales of tangible personal 
property from outside Missouri to a destination 
within Missouri. In addition, the Missouri Chamber 
does not support having any secondary sales 
threshold defined in terms of the number of items 
sold or the number of transactions, as some states 
have mandated. The Missouri Chamber also does 
not support any retroactive “look-back” provisions 
for the collection of taxes under this new legislation.

Finally, Missouri should consider the responsible 
application and use of additional revenues resulting 
from sales tax collections from online and other 
transactions involving out-of-state sellers without  
a physical presence.

Phase in full deduction for the federal 
income tax:
In 1993, Missouri taxpayers suffered the largest tax 
increase in Missouri history. This legislative change 
forced Missouri corporations and many small-
business owners to pay state income taxes on part 
of the federal income tax dollars they had already 
paid. This tax policy is particularly burdensome 
because businesses are required to pay an income 
tax on an income tax. The double tax occurs 
because businesses are prohibited from making use 
of the portion of money they pay to the federal 
government in taxes, yet they must pay tax on the 

TAXATION and 
FISCAL POLICY 

2021 Recommended  
Legislative Policies



2/12/2021 Effort renewed to expand Missouri's online sales tax 

We’re here with you. In support of public health, we’re continuing to keep stories essential to protecting 
public safety available to all readers. 

9 

Breaking: Forecast warns of dangerous wind chills in Mid-Missouri 

Local Missouri National World Opinion Obits Sports GoMidMo Events Classifieds l 

ADVERTISEMENT 

Missouri News 

Effort renewed to expand Missouri's online sales tax 

In an attempt to level the playing field for Missouri businesses, all online retailers could soon be 
required to pay sales taxes in the state. 
by Wicker Perlis, Missouri News Network Feb. 12 2021 @ 9:30am 

In an attempt to level the playing field for Missouri businesses, all online retailers could soon be 
required to pay sales taxes in the state. 

Three bills attempting to dojust that were brought before the Senate Ways and Means Committee on 
Thursday, each differing on how to address the resulting increase in state revenue. 

These bills are collectively known as "Wayfair bills," a reference to the 2018 US. Supreme Court case 
South Dakota v. Wayfair, which formally allowed state sales taxes to be applied to out-of-state online 
retailers. Missouri is one of only two states with sales taxes to not also have a Wayfair tax. 

Committee Chairperson Sen. Andrew Koenig, R-Manchester, has been pushing for a Wayfair tax since 
the 2019 legislative session. Similar bills were again proposed during the 2020 session, which was 
heavily impacted by the COVI D-19 pandemic, but they ultimately failed. 

One of the main sticking points, especially for Republicans who control both the House and Senate, 
has been finding a balance where businesses are all taxed fairly but an increase in revenue does not 
lead to increased spending. 

Koenig's latest Wayfair bill would lower rates for individual income taxes, something the senator 
in 2019 called "the most destructive tax known to man." While this is intended to make the program 

https://www.newstribune.com/news/missouri/story/2021/feb/12/effort—renewed—expand—missouris—online—sales—tax/859853/ 1/5 
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2/12/2021 Effort renewed to expand Missouri's online sales tax 

We’re here with you. In support of public health, we’re continuing to keep stories essential to protecting 
public safety available to all readers. 

Koenig said the focus should be kept on making the tax system fair for Missouri businesses rather than 
increasing the overall amount of taxes collected. 

"This is not a question of how much we should be taxed but rather of how we should be taxed," Koenig 
said. 

Another bill was proposed by Sen. Lauren Arthur, D-Kansas City. Rather than directly lowering income 
taxes, Arthur's bill would cancel out increased revenue by putting in place an Earned Income Tax 
Credit. She said similar credits, which give tax breaks to low- to moderate-income workers, have 
proven to be the strongest incentive for low-income people to work and would be needed because of 
the pandemic and subsequent economic fallout. 

"In a time when families are under distress, this would provide much needed relief," Arthur said. 

A third bill was proposed by Sen. Denny Hoskins, R-Warrensburg. His bill would decrease the state 
sales tax over time in order to account for the new revenue coming in from businesses that previously 
had not been paying. 

"My main goal is that our brick-and-mortar stores can compete with online businesses," Hoskins said. 

Multiple witnesses testified in support of all three bills. 

"We are neutral on the policy decision of what to do with the money," said Chuck Pierce, representing 
the Missouri Society of Certified Public Accountants and the Associated Industries of Missouri. "We 
ask that that not get in the way of getting Wayfair done." 

Sen. Bob Onder, R-Lake St. Louis, told Pierce he thinks the easiest way to get the tax done is with a 
simple bill that leaves out things like a tax credit or an elimination of sales taxes for feminine hygiene 
products, which has also been proposed. 

"You mention that they're neutral with what to do with the money, that's what this has been hung up 
on," Onder said. "Lets keep this as simple as possible and get it done this year." 

One notable point is that increases to revenue may be overestimated because many large online 
retailers voluntarily pay state sales taxes already. 

The Ways and Means Committee also passed a bill on to the full Senate on Thursday. The bill, another 
proposed by Koenig, would allow for taxpayers to receive a tax credit if use of their property was 
limited by local restrictions, including those in place for COVlD-19. 

The work of the Missouri News Network is written by Missouri School of Journalism students and editors for 
publication by Missouri Press Association member newspapers. 

https://www.newstribune.com/news/missouri/story/2021/feb/12/effort—renewed—expand—missouris—online—sales—tax/859853/ 2/5 
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ECONOMY LEGISLATURE 

Missouri lawmakers pass bill to collect taxes on online 
sales 
BY: RUDI KELLER — MAY 14, 2021 6:59 AM 

,‘C/ x 
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State Rep. d. Eggleston, R—Maysville (photo by Tim Bommel/Missouri House Communications). 

In legislative jargon, it’s called the Wayfair fix. 

What it means is a change in state law that makes online retailers liable to the state for sales 
tax on purchases delivered into Missouri. And Thursday, House and Senate negotiators agreed 
on a compromise bill based on the Supreme Court’s 2018 ruling upholding South Dakota’s tax 
law. 
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The Senate voted 25 -4 at 2:15 am. Friday to approve the bill. The House followed suit early 
Friday afternoon, sending it to Gov. Mike Parson on a vote of 145 -6. 

If signed by Parson, Missouri would be the last state with a sales tax to adopt a law capturing 
revenue from out of state sales. The only other state that had not done so, Florida, enacted a 
similar law in late April. 

The major differences between the House and Senate were over provisions intended to offset 
the estimated $80 million to $120 million collecting the tax will add annually to the general 
revenue fund. The total general revenue fund is about $10 billion a year. 

The House wanted an immediate income tax cut plus extensions of a currently planned cut. 
The Senate pushed for extending the current series of incremental cuts and to create a state 
version of the federal earned income tax credit. 

The compromise is a mandated tax cut in 2024, after the sales tax is fully implemented, and 
the Senate got the Working Families Tax Credit. 

It’s a good compromise because not everyone is happy with every provision, said state Rep. J. 
Eggleston, R—Maysville, who said the House got “a third of a loaf” out of the compromise. 

“I don’t think anybody is 100 percent, but everybody has something in this bill that they love 
and that is why it is going to pass,” Eggleston said. 

Collecting the tax would also raise up to $41 million for public schools, $5 million for the 
Department of Conservation and $4.5 million for state parks and soil conservation. 

Putting off any mandated taX cut until the revenue starts flowing from the sales tax was an 
important negotiating point for the Senate, said Senate Ways and Means Committee 
Chairman Andrew Koenig, R—Manchester. 

Under current tax law, when general revenue grows by $150 million or more in a fiscal year, it 
triggers the next step in a five-step tax cut enacted in 2014. 

“One thing we did was make sure there would not be a triggered cut and a mandated cut in the 
same year,” Koenig said. 

Online sales have increasingly cut into the growth of state and local sales tax revenue. State 
general revenue sales tax receipts grew by $88.3 million, or 4.4 percent, in fiscal 2016. The 
growth was down to $39.2 million, or 1.7 percent, in fiscal 2020. 

The South Dakota case tested a long-standing precedent that states could only impose sales 
tax on products sold by businesses with physical locations within the state. That is why state 
sales tax law also has provisions for what is called a use tax, which is a tax of the same rate that 
each individual in the state is supposed to pay on purchases of goods out of state. 

There is a $2,000 exemption on those purchases, so the most typical purchase subject to the 
use tax is a vehicle purchase from an out—of—state dealer. 



The Wayfair tax makes collecting the use tax the responsibility of the seller instead of the 
purchaser. Only retailers selling more than $100,000 worth of goods into the state would have 
to pay it, Eggleston said. 

“If you’re a business and you don’t do $100,000 worth of sales into our state, then you’re not 
big enough that we’re going to bother you,” Eggleston said. 

The state tax rate would be 4.225 percent. Local tax rates would apply for cities and counties 
that have or do adopt ballot measures imposing a local use tax. 

The bill changes the ballot language for local use tax elections, removing a reference to the 
$2,000 exemption and stating that the rate will be the same as at stores in the community. 

Unlike sales taxes at physical stores, which goes into the coffers of the communities where the 
retailer is located, the local use tax paid by out—of—state retailers will go to the community 
where the purchaser lives. 

The House wanted every community that has already approved a use tax to vote again. Koenig 
said the Senate was adamant that did not happen. 

“The Senate was not going to accept any version that had a revote,” Koenig said. 

Under current tax law, when general revenue grows by $150 million or more in a fiscal year, it 
triggers the next step in a five-step tax cut enacted in 2014-. The shifts in revenue collections 
during the current fiscal created a large increase, and the top tax rate, 5.4- percent, will fall to 
5.3 percent for 2022. 

But those same shifts may cause revenues to decline or stagnate during the coming fiscal year, 
so no tax cut is expected for 2023. 

The flow of Wayfair revenue would likely have triggered a 2024 tax cut, so the result of the 
mandate is the same, Koenig said. The bill would add two additional 0.1 cuts when revenues 
hit the target. 

The Working Family Tax Credit would initially be equal to 10 percent of the federal credit. 
Unlike the federal credit, it is not refundable. Like the rate cut, it would double the first year 
after general revenues increase by $150 million. 

Amy Blouin, president of the liberal Missouri Budget Project, praised the Senate passage of 
the bill. Enacting a state earned income credit and taxing online sales has been a lengthy 
process, she said in a prepared statement. 

“For more than two decades, lawmakers and advocates have been fighting for a state earned 
income tax credit that targets tax relief to low and middle-income families,” she said. “And for 
the last 14- years, lawmakers and advocates have been working to collect sales taxes from 
online purchases just as they are at brick and mortar retail stores.” 

Blouin’s group opposed the income tax cuts included in the bill. 
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The most important aspect of the bill is not the tinkering with revenue at the margins, Koenig 
said. 
It is to fix a flaw in the tax system, he said. 

“Literally we have one of the worst things you can have in a tax code,” Koenig said, “which is 
basically we are telling Missourians to go purchase from a non-Missouri business and we will 
give you a tax break.” 

REPUBLISH 

Our stories may be republished online or in print under Creative Commons license CC BY-NC-ND 4.0. We ask that you edit only fiJr style 
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Missouri Set to Become Last State to 
Require Remote/Online Sellers to Collect 
and Remit Sales Tax 
By: Mark Friedlich, ESQ., CPA 

The Missouri legislature passed legislation late Friday, May 14 that would impose the requirement 

to collect and remit sales tax on out—of—state businesses who sell their products into the state. The 

bill was passed just before the deadline was to pass for the legislature to act. Governor Mike 

Parson is expected to sign the legislation into law. 

MGeisel
Highlight

MGeisel
Highlight



About Wolters Kluwer v 

another the so—called "Wayfair” economic presence nexus standard approved by the Supreme 

@t @st three years ago. The "Wayfair: ruling replaced the requirement of physical presence 

for a state to compel a business selling their products into that state to collect sales taxes and file 

r d remit to the state’s tax authority. 

: r  t@ Florida and Kansas passed its economic nexus laws in the last few weeks, Missouri was 

the only state with a general sales tax that had n’t approved a requirement that out—of—state 

(remote) sellers collect and remit sales taxes on items sold to the residents and businesses in the 

state. 

Missouri ’5 Legislation Details 
The legislation would require out—of—state sellers with at least $100,000 of annual sales in Missouri 

to collect state and local taxes beginning in 2023. It also would require online marketplace 

facilitators to collect Missouri's taxes on sales made through their sites, beginning in 2023. Unlike 

many other states, Missouri would not have a minimum “number of sales" threshold for the 

compliance requirements to apply. 

In order to get the bill though the legislature, lawmakers agreed to reduce state income taxes. The 

individual income tax rate would fall by one—tenth of a percentage point in 2024 and could fall by 

two additional one-tenth percentage point increments in subsequent years if Missouri’s net 

general revenues grow by $150M. The bill would also establish a state tax credit for lower income 

working families modeled after the existing federal earned income tax credit. That tax credit would 

start in 2023 and could increase in future years if the state’s revenues increase by at least $150M. 

Finally, the legislation would exempt federal coronavirus relief payments from state income taxes. 
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CAPES • SOKOL

Insights

Better Late Than Never: The Wayfair
Impact & Missouri’s New Sales Tax
Legislation
August 5, 2021 | Capes Sokol

Over the past decade, online retail has exploded - for many sellers, i t  is now almost non-optional to  offer

products via online sales. Until recently, however, a state could not impose sales tax obligations on retailers

who lacked a physical presence within that state’s borders. Thus, online retailers with a national customer

base avoided collecting and remitting sales tax on a significant portion of their sales.

O n  June 21, 2018, in South Dakota v. Wayfair, the United States Supreme Court issued a landmark

decision concerning the taxability of  online sales. In a 5 -4  decision, the Court reversed its prior
determination and recognized the reality of  today’s marketplace — that an entity can transact business in a
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meaningful and real way without physically being in the state. The Court concluded that a state may

impose tax obligations on businesses who have a “virtual presence” within the state.

No t  surprisingly, before the ink on the Court’s Wayfair opinion had even dried, states raced to see how fast

they could cash in on the decision by implementing some Wayfair-based legislation. This was, after all, an
additional source of  revenue. In fact, some states, anticipating the Court’s decision in Wayfair, enacted

legislation even before the Court issued the decision.

Missouri was the very last state (with a state sales tax) to  implement a Wayfair bill (SB 153), which

Governor Parsons signed on June 3 0 ,  2021. The measure takes effect on January 1, 2023. Let’s take a

close look at how states and retailers have responded to Wayfair and the issues Missouri faced when passing

its own legislation.

What are states doing about Wayfair?
Each state enacts its own set of laws defining “nexus”- the minimum level of connection between a

business and the state that allows the state to  tax the business’ activity (in this case, sales tax). After

Wayfair, states may define nexus without requiring a seller to have a physical presence within the state.

Each state determines when a business’ operations constitute a nexus, bringing the business within the

reach of the state’s taxing authority. For example, a state may determine that a certain number of  sales or
a certain dollar value of total sales to residents of the state establishes nexus with that state.

Wayfair Checklist
In Wayfair, Justice Kennedy set forth a list, now informally called the “Wayfair Checklist”, of  the elements

which a constitutionally acceptable definition of nexus must include:

1. A Safe harbor to exclude “those who transact only limited business” in the state

(For example, South Dakota’s safe harbor exempts businesses with either (a) less than $100,000 in sales

or (b) fewer than 2 0 0  transactions and Alabama’s safe harbor exempts businesses with less than

$250,000 in sales)

2. No retroactive collection of tax on sales predating the sales tax statute
3.  A single, state-level administration addressing all sales tax reporting and collection within the state
4. Uniform definitions of  products and services

5.  A Simplified tax rate structure
(For example, South Dakota requires the same tax base between state and local sales tax, has only three

sales tax rates, and limited exemptions from the tax.)

6 .  Sales Tax Administration Software provided by the state to facilitate reporting and compliance

The Economic Impact of Wayfair on States
The National Conference of State Legislatures’ State Tax Actions 2018 report estimates that the

economic impact resulting from remote sales tax collections ranges between $7 million to $190 million per

state for fiscal year 2019.

Mike Geisel
Highlight

Mike Geisel
Highlight



State Tax Actions Database: To illustrate what tax actions states are taking, NCSL put together a database

detailing the states’ tax changes. The database includes all actions enacted from 2015 through 2020 .

What are online retailers doing about Wayfair?
Between states, counties, cities, and specialized taxing districts, over 10 ,000  sales taxjurisdictions exist

throughout the United States. Now, in addition to complying with the tax laws of the states in which they

are physically located, online retailers must also track and manage the collecting, reporting and remitting

requirements of the states and various taxing jurisdictions into which they sell. This has become a

significant administrative burden.

Because each jurisdiction has a different threshold ($100,000 in sales or 2 0 0  transactions, $250 ,000  in

sales or 2 0 0  transactions, $ 5 0 0 , 0 0 0  in sales, etc.) and tax different goods (some exclude all clothing or
clothing under a certain dollar value, some exclude groceries completely or apply a lower rate on groceries,

etc.), and many have different reporting and remission dates, the analysis might trigger an anxiety attack

in a retailer’s compliance officer. At a minimum, i t  is overwhelming.

A business must register for a permit or license in each state in which i t  has an obligation to collect and

remit sales and use tax. In addition, most sellers use software programs to track sales by state, invest in

accounting and tax return preparation services to assure compliance, and keep up to date on changes in the
tax law. The costs of compliance are not insignificant - many businesses have and will continue to revise

their IT structures, business models, data collection, and processes for calculating, reporting and paying

their tax obligations.

Missouri’s Wayfair Legislative Issues
Missouri, the last “sales-tax state” to  implement the Wayfair bill, missed out on revenue from out-of-state

retailers by failing to enact legislation for close to three years. For almost a year, the legislators agreed
that Missouri needed a Wayfair sales tax regime. However, they couldn’t get their act together to reach a

consensus on how to use the revenue generated from such tax.

Missouri Wayfair Nexus
• Starting in 2023,  under the new law, out-of-state retailers with cumulative gross receipts of

$100,000 from the sale of tangible personal property into Missouri in the twelve months preceding

the current quarter (i.e., economic nexus) must register with the Department of  Revenue.

• In addition, marketplace facilitators (i.e., an eBay or Amazon) will be liable for sales tax on direct

sales into Missouri and sales made on behalf of a third-party.

Missouri has over 2 , 0 0 0  tax jurisdictions that sometimes overlap, each with its own standards and tax

rates. The newly enacted law requires the Department of  Revenue to generate and maintain a tax mapping
tool to  aid potential taxpayers with compliance.

Financial impacts of Missouri’s Wayfair Bill
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Missouri Senator Andrew Koenig characterized the bill as a “$380  million income tax cut”. Missouri

legislators built actual and potential reductions in state income taxes into the new statute. Starting in

2024,  income tax rates will drop by one-tenth of  a percentage. I f  the state’s general revenues grow by

$150M in subsequent years, the income tax rate might be reduced twice, in additional tenth of  a
percentage increments.

In addition, the bill establishes a nonrefundable Missouri Working Family Tax Credit Act, calculated based

on a percentage of the taxpayer’s federal earned income tax credit, which will go into effect /£ the state

meets certain net general revenue growth thresholds.

I t  is unfortunate that Missouri missed out (and will continue to miss out) on the revenue generated from

remote sales until 2023. The reality is that Missouri businesses have been tracking, collecting and
remitting sales tax on out-of-state sales for the past three years. Ou t  of  state retailers have been making

money off of  Missouri residents without having to engage in the same exercise. Nonetheless, Missouri is

now on board, and the Department of Revenue will work over the next 17 months to build the

infrastructure to administer and manage this new sales tax source.

The content on this post does not constitute legal advice, may be geographically or time sensitive, and is for informational purposes only.

Any opinions expressed in this post are the opinions of  the individual author and may not reflect the opinions of  the firm or any individual

attorney. You should not act upon the information presented herein without seeking the advice of legal counsel. The choice of  a lawyer is an

important decision and should not be based solely upon advertisements. Past results afford no guarantee of  future results. Every case is

different and must be judged on its own merits.

Contact one of  our attorneys to see how we can help you.

Contact Us

Signup to receive the latest Capes Sokol news in your inbox.
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https://www.westnewsmagazine.com/news/chesterfie|d/use-tax-couId-appea r-on-chesterfieId-s- 
apriI—bal|ot/artic|e_c92e8e31-0669—54d4—b62b—34fa2cbd00d3.htm| 

Use tax could appear on Chesterfield’s April ballot 
By Cathy Lenny 
Sep 23, 2021 

‘ 4 ' .  "-' 
. r '  

Sales tax paid in Chesterfield Valley will continue to be divided out  of St. Louis County's tax pool. 

A use tax proposal is currently under consideration to be put on the city’s April 

5 ballot in 2022. 
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On Iune 30, Missouri Gov. Mike Parson signed into law the Wayfair bill to 

impose online sales tax on out—of—state vendors. The legislation allows 

municipalities to collect a use tax from online retailers who sell and deliver 

more than $100,000 in tangible goods in the state. 

However, the tax must be approved by the voters of Chesterfield. 

With a tax issue on the April ballot in 2022, the earliest the city could start 

collecting sales tax revenue would be Ianuary 2023, said Mayor Bob Nation. 

Other municipalities, including St. Louis County, are expected to put the issue 

on the ballot in April to share the cost, he said. 

The use tax would be the same rate as the local sales tax of 1%. 

This is revenue that has been siphoned off from local retailers as more and more 

people resort to online shopping, according to Nation. 

City Attorney Chris Graville noted that the tax is similar to the motor vehicle 
titling tax that was approved a couple of years ago to collect sales tax revenue 

on vehicles purchased out of state. Prior to the change in law, it was up to the 

consumer to report the purchase and pay the tax, he said. 

With this new use tax, it would shift the burden to report the tax to retailers 

instead of shoppers, and level the playing field for brick—and—mortar businesses, 

Graville said. 

A final vote on the proposal is slated to be taken at Chesterfield’s next regular 

council meeting. 
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WAYFAIR INTERNET CHAMBERSTL 
SALES TAX 

an initiative of Greater St. Louis. Inc. 

LAUREN ARTHUR ANDREW KOENIG DAN MEHAN, AMY BLOUIN 
Missouri Senator, Missouri Senator, President & CEO. President & CEU 

District 17 District 15 Missouri Chamber Missouri Budget 
of Commerce Project 
and Industry 

ChamberSTL, the public policy initiative of Greater St. Louis, lnc., recently 
hosted a virtual webinar on the Wayfair internet sales tax legislation making 
its way through the Missouri General Assembly. 

Missouri remains one of only two states in the nation without a mechanism to 
collect internet sales tax from out-of-state sellers, commonly referred to as  the 
“Wayfair Fix.” This unfair treatment places Missouri businesses at a distinct 
disadvantage. As the volume of online sales continues to grow, accelerating 
even faster during the pandemic, the disparity between our state’s small 
businesses and out-of-state sellers will widen. Passing the Wayfair Fix this 
legislative session is essential to keeping Missouri businesses on a level 
playing field with out-of-state competitors. 

ChamberSTL wasjoined by business, civic, and government leaders who voiced 
their support for the Wayfair Fix, each bringing a unique perspective to the 
debate: 
0 Amy Blouin, President &. CEO of the Missouri Budget Project, highlighted the 

impact Wayfair could have on the state’s budget. 
0 Dan Mehan, President & CEO of the Missouri Chamber, emphasized that 

passing a Wayfair internet sales tax is important for small business growth 
in Missouri. 

0 Missouri State Senator Andrew Koenig (R-Ballwin), the sponsor of the Senate 
Wayfair bill, gave investors an inside look on the debate happening between 
the different House and Senate Wayfair bills. 
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Florida and Missouri, the Last Wayfair Holdouts, 
Consider Remote Sales Tax Bills 
February 5,2021 

Janelle Cammenga 

Since 2018's landmark South Dakota v. Wafiair Supreme Court case, most states havejumped at the chance to use their newfound 

authority to tax a greater share of online sales. Some states designed their systems better than others, and many still include relics 
of previous regulations dealing with physical presence, but nearly every state was quick to take advantage of the broader nexus 

standards permitted by the Wayfair decision—all but two. 

States’ enthusiasm is warranted, considering that online shopping made up a little over a fifth 

(https://www.digita|commerce360.com/article/us-ecommerce-sales/) of all retail sales in 2020. This big increase from 2019’s 15.8 
percent was driven in part by the pandemic and its accompanying shutdowns, both because a larger share of tangible goods was 

purchased online and because more consumption was shifted to physical purchases, with many services and experiences less 

readily available during the pandemic. 

But two states—Florida and Missouri—have held back on online sales taxes thus far. Now, lawmakers in both states have filed bills 
to address the issue this session. 

In Florida, SB 50 (https://www.flsenate.gov/Session/Bi||/2021/50) would adopt a remote sales tax regime, but the bill has 

engendered a fair amount of opposition (https://www.orlandoweekly.com/Blogs/archives/2021/01/25/florida-lawmakers-dent- 

want-you-to-call-this-new-proposal-to-collect-online-sales-tax-a-new-sales-tax). The bill includes several important elements: a 

narrow definition of marketplace providers (platforms like eBay, Amazon Marketplace, and Etsy) and a $100,000 gross sales 

threshold for sellers and marketplace providers alike. 

It’s possible that the Sunshine State, which forgoes an income tax, is simply trying to sweeten the pot for residents by not taxing 

online sales. But as the state relies heavily on sales to make up for income tax revenue, it would do well to broaden its base to 

include online shopping. This would help stabilize revenues, something the state could use in the current recession. It’s worth 

noting that Florida actually puts small local retailers at a disadvantage here, as those sellers have to continue collecting sales taxes 
even if out-of-state retailers do not. Florida, moreover, has taken a hit to sales tax collections that most other states have avoided, 
given that tourists normally contribute substantially to sales tax collections, but most vacations have been put on hold during the 

pandemic. 

An ideal sales tax is levied on the final consumption of all goods and services, and artificially maintaining a smaller base that favors 
online retailers wil l  not foster the competitive business environment that the state wants. Theoretically, of course, both Florida 

and Missouri tax remote sales through their use taxes, with in—state consumers obligated to report their untaxed purchases and 

remit use tax to the state. Compliance is, unsurprisingly. quite low; shifting that burden to remote sellers, subject to reasonable 
fhrnchnlrlc i t  nrllr‘lnnf 

Stay informed with our popular weekly tax newsletter. 
:t 

utm_source Your email 8 Yes, Sign Me Up! .20too|%20logo) 
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remote sales tax legislation in his 2021 State of the State address at the end of January, giving proponents a bit more momentum 

this time around. However, such hopes always depend on cooperation, and the House, the Senate, and governor will need to be on 
the same page in order to get this bill across the finish line. 

This year, lawmakers will consider SB 97 (https://www.senate.mo.gov/21info/BTS_Web/Bill.aspx? 

SessionType=R&BilllD=54105474), which would impose remote seller obligations beginning in 2022. The bill requires sellers to 
collect and remit sales taxes if they surpassed $100,000 in Missouri sales in a year, avoiding the pitfalls associated with including a 

transaction threshold, which can require filing and payment obligations on incredibly low dollar amounts for small sales. It also 

requires the Department of Revenue to create and manage a database of tax rates and jurisdictions in the state, and it absolves 

sellers of liability in the case of database errors. 

Beyond these common elements, Missouri’s bill is notable because it cashes in on one benefit of a broader sales tax base: lower 
rates. Under this bill, the state rate must be adjusted downward, beginning in 2023, to produce substantially the same amount of 
revenue as the sales tax did prior to the expansion to remote sellers. Any locality that wants to collect remote sales taxes must do 
likewise. Because the biggest online retailers already had nexus in Missouri and elsewhere prior to the Wayfair decision, these rate 

reductions will likely not be huge, but making this bil l  a revenue neutral change is admirable. 

Florida and Missouri both have an opportunity this year to join their peers in adopting post-Wayfair sales tax regimes, and maybe 
even provide some rate relief in the process. 

Stay informed with our popular weekly tax newsletter. 
:t 

utm_source Your email 8 Yes, Sign Me Up! .20too|%20logo) 
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Internet Sales and Use Tax Issues in Missouri
Ying Huang, John Kosash, and Andrew Wesemann

Abstract

The amount of tax revenue lost due to 
untaxed interstate e-commerce is a growing 
concern for states throughout the United 
States. Research suggests that states, including 
Missouri, lose millions of dollars each year 
in e-commerce tax revenue because federal 
legislation prohibits them from collecting 
sales and use taxes from entities that do not 
have a physical presence in their given state. 
As a result, many states have considered, and 
some have adopted, policy options that may 
resolve this issue. Missouri has considered 
but has not acted upon proposals to permit 
the taxing of internet sales. This report 
expands on previous research to develop a 

unique formula to predict how much revenue 
Missouri forgoes due to e-commerce. Lastly, 
this report discusses alternatives for capturing 
the revenue if deemed appropriate by the 
Missouri legislature.

Introduction

Over the past decade, e-commerce1 has 
grown at a substantial rate throughout 
the United States. As shown in Graph 
1, the U.S. Census Bureau suggests that 
sales and use transactions which are 
classified as e-commerce have increased at 
a national level by 9.54% from 2001 to 

1

December 2008

 1 The United States Census Bureau defines e-commerce as the value of goods and services sold online with “online” being noted as the use of the Internet, intranet, extranet, as well as other networks that 
run similar technological systems.  E-commerce applies to businesses selling to other businesses and businesses selling retail products and/or services to consumers (U.S. Census Bureau, 2011a).
2 The total commerce is comprised of total business-to-business and business-to-consumer transactions. 
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Graph 1: National Proportion of E-commerce Relative to Total U.S. Commerce (2001 to 2009)
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2009 and e-commerce now stands at almost 17% of total 
US commerce2  (U.S. Census Bureau, n.d.). Additional 
research indicates that this is also a growing trend in 
Missouri and numerous other states (Strauss, 2011; Bruce, 
Fox & Luna, 2009; Chupick & Davila, 2009; Scanlan, 
2007; Reddick, 2006). A prominent and highly utilized 
study conducted by Bruce, Fox, and Luna (2009) estimates 
that e-commerce has increased substantially in Missouri 
over the past four years and will continue to do so well 
into the future.   

As e-commerce increases, Missouri lawmakers and citizens 
have expressed concern primarily due to the potential tax 
revenue loss and the imbalances that it introduces in the 
market economy.  Currently, Missouri collects sales and 
use taxes on e-commerce transactions only from businesses 
that have sufficient nexus, or physical location, within 
the state, and from a small number of out-of-state filers 
who willingly choose to remit these taxes.3  The latter is 
especially important because of a 1992 ruling in Quill v. 
North Dakota by the U.S. Supreme Court that states cannot 
levy a sales and use tax on entities unless they have nexus 
in their state (Duplantier, 2011). As a result, businesses 
and consumers are able to easily avoid paying sales and 
use taxes on products; in fact most do not know that these 
taxes are payable. This provides a competitive advantage 
for consumers and producers that purchase products and 
services online, and in turn, carries negative implications 
for the Missouri tax system, Missouri retailers, and the 
Missouri economy. For example, when a Missourian 
purchases a product from an online company that does not 
have a physical presence in Missouri, the state forgoes sales 
and use tax revenue on that transaction (such as amazon.
com vs. Barnes and Noble). Bruce et al. (2009) estimate 
that Missouri may have lost up to $3 billion in tax revenue, 
due to e-commerce, from 2007 to 2011 because of this 
exception, and this amount is only expected to increase far 
into the future, if the state fails to find systematic tools to 
collect e-commerce tax revenue. 

As previously mentioned, e-commerce creates large 
consequences for the Missouri economy for several reasons.  
First, because Missouri is unable to require non-nexus 
entities to remit e-commerce sales and use taxes, firms 
may elect to change their best business practices in order 
to avoid tax collection responsibilities in the state. For 
example, firms may choose to physically operate outside 
of Missouri to avoid establishing nexus and thus avoid 

being subject to taxation. Second, local entities which 
have established a physical presence within Missouri face 
competitive disadvantages as consumers are induced to 
make purchases online because they pay cheaper prices. 
Finally, lower income consumers in Missouri may face 
economic disadvantages, as they may not have access to 
the Internet and thus are forced to shop at local stores 
where sales and use tax is collected (Bruce et al., 2009, 
p. 2). 

Many researchers and scholars assert that most, if not 
all, states lose a substantial amount of tax revenue due 
to e-commerce. Furthermore, many states currently face 
budget shortfalls yet e-commerce tax revenue collections 
have been less than optimal, because states are limited by 
federal law—in particular the Commerce Clause,4 —in 
that they cannot require out-of-state companies to collect 
and remit sales and use taxes. Additionally, enforcing 
individual citizens to remit due taxes is impracticable.5
While federal law currently prohibits states from 
imposing sales or use taxes on companies that do not 
have a physical presence in the state, many states have 
been able to partially overcome this situation by entering 
into the Streamlined Sales and Use Tax Agreement 
(Duplantier, 2011). This Agreement assists participating 
states in collecting additional tax revenue by encouraging 
companies that sell over the Internet and by mail order, 
to collect taxes on sales to customers in streamlined states 
(Streamlined Sales Tax Governing Board, 2011).  

The purpose of this Agreement is to lessen the burden on 
out-of-state companies without nexus by “simplifying the 
complex patchwork of state and local sales and use tax 
laws existing throughout the country” (Haile & Gaylord, 
2011, p.117).  By adopting this streamlined approach, 
participating states seek to mitigate the possible strain 
on out-of-state businesses and also attempt to persuade 
Congress to pass legislation permitting states to require 
out-of-state retailers to collect taxes (Haile & Gaylord, 
2011).  Thus far, 24 states have passed conforming 
legislation with the aforementioned agreement, and 
Missouri lawmakers have proposed this legislation in 
the 2012 session and past sessions (Duplantier, 2011; 
Streamlined Sales and Use Tax Governing Board, 
2011).6

Assuredly, e-commerce in Missouri and throughout 
the nation has grown substantially over the past decade 

Missouri Legislative Academy

Report 04-2012Internet Sales and Use Tax Issues in Missouri

2

3 Revised Statutes of Missouri (RSMO) § 144.665.5 requires Missourians to remit use tax after the first $2,000 of goods or services purchased online from out-of-state businesses. However, the effective-
ness of this statute is hampered by issues of compliance and enforcement.
4 Article 1 Section 8 Clause 3 states “[Congress has power]…To regulate Commerce…among the several States…”
5 See Amazon .com, LLC v. Lay, 2010; Stanley v. Georgia, 1969.
6 Five bills were introduced in The MissouriHouse in 2012 to enter the Streamlined Sales and Use Tax Agreement.  See www.house.mo.gov for details.

MGeisel
Highlight

MGeisel
Highlight

MGeisel
Highlight

MGeisel
Highlight

MGeisel
Highlight



University of Missouri

and will continue to do so over the next several years. 
Furthermore, it is reasonable to assume that Missouri 
and other states alike will continue to lose sales and use 
tax revenue as a result of e-commerce (Strauss, 2011; 
Bruce, Fox & Luna, 2009; Chupick & Davila, 2009; 
Scanlan, 2007; Reddick, 2006). Therefore, this study 
builds upon existing research to estimate sales and use 
tax revenue losses attributed to e-commerce in Missouri, 
evaluates potential policy alternatives for resolving the 
e-commerce sales and use tax issue in Missouri, and 
provides recommendations for future legislative action.

E-commerce Tax Revenue Loss in Missouri  

This study examines two aspects of possible Missouri 
e-commerce tax revenue losses: 

1) The tax revenue that may have been collected had 
Missouri broadened its sales and use tax base to 
e-commerce from 2001 to 2009; and
2) Projections for future e-commerce tax revenue losses 
if no substantial action is taken in Missouri.

The methodology employed to estimate the first aspect 
is based primarily on the 2009 research of Bruce et 
al., but designed specifically for Missouri as shown in 
Appendix A.  This study then utilized a three year moving 
average7 in order to project future revenue losses due 
to e-commerce. It must be noted that the estimations 
provided throughout this study are referred to as 
e-commerce tax revenue losses; however, these figures 
include both taxable and nontaxable e-commerce. That 
is, they include tax revenue that has been collected and 
will be collected in addition to tax revenue that cannot 
be collected due to nexus limitations(Quill v. North 
Dakota, 1992). Yet, because it is nearly impossible to 
estimate the proportion of nexus entities and non-nexus 
entities selling in Missouri, a percentage of this study’s 
final loss estimations, in fact, includes some sales and 
use tax revenue(Marr, 2012).

• Missouri Estimated Tax Revenue Losses from 2001 to 2009

Over the course of nine years, the national e-commerce 
rate has risen by 9.54%(U.S. Census Bureau, n.d.). The 
figures shown in Graph 1 represent e-commerce at a 

national level, yet, the U.S. Census Bureau (2011) reports 
that the national Internet usage rate closely mirrors that 
of Missouri: 80.23% versus 78.21%. Therefore, these 
estimates have been applied to calculate e-commerce in 
Missouri as well.  

By applying the national proportion of e-commerce to 
Missouri’s total sales and use transactions, this study 
concludes that Missouri fails to collect a substantial 
portion of e-commerce sales and use tax revenue 
(U.S.Census Bureau, n.d.). As shown in Table 1 and 

 

Year Moving Average – 

Actual and Potential 

Ecommerce Tax 

Revenue in Missouri 

Percentage Change 

(%) 

Moving Average – 

Actual and Potential 

Ecommerce Tax 

Revenue In Missouri 

Less Noncompliance 

Percentage Change 

(%) 

2010 $  519,565,355.96 0.73 $  356,367,236.64  1.09 

2011 $  526,279,434.97  1.29 $  360,557,338.88 1.18 

2012 $  520,544,464.89 -1.09 $  356,477,723.53  -1.13 

2013 $  522,129,751.94 0.30 $  357,800,766.35  0.37 

2014 $  522,984,550.60 0.16 $  358,278,609.59  0.13 
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Graph 2: Actual and Potential E-commerce Tax Revenue 
in Missouri (2001 to 2009) 

7  When there is a clear trend, the variations within a series can be ironed out by what is known as the method of moving average. A moving average is calculated by averaging two or more consecutive 
values in the series and accepting the computed value to be the forecast for the next period” (Gupta, 2010, p.263). “Using this method, we would predict for Xt+1 as follows: X ̂t+1=(Xt+Xt-1+Xt-2)/3 
(Gupta, 2010, p.263).” Further, this method employs a smoothing technique which reduces the effects of random variation in the data and more clearly reveals underlying trends across years.  It is 
important to note that this ensures more conservative predictions in which revenue forecasts are not overestimated or underestimated (Information Technology Laboratory, n.d.)
 8 It is important to note that our calculations include taxable and nontaxable e-commerce (i.e. entities that hold a physical presence in the state vs. those that do not). However, given data limitations 
and e-commerce growth trends we assume that while this factor may inflate our calculations, it is not a significant enough discrepancy to compromise our final estimations.

Table 1: Actual and Potential E-commerce Tax Revenue in Missouri 
(2001 to 2009)

Table 2: Future Projections for Actual and Potential E-commerce Tax 
Revenue in Missouri (2010 to 2014)
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Year 

  Actual and Potential 
Ecommerce Tax Revenue in 

Missouri 

Actual and Potential 
Ecommerce Tax Revenue in 

Missouri Less Noncompliance 
Year 

2001 $201,079,166.92  $138,530,260.69  
2002 $216,582,832.06  $149,000,582.01  
2003 $282,457,104.60  $194,274,084.05  
2004 $317,642,396.04  $218,897,166.18  
2005 $377,096,884.30  $259,855,654.15  
2006 $450,370,193.05  $310,328,318.56  
2007 $499,423,118.94  $343,796,929.92  
2008 $543,484,345.21  $372,796,184.92  
2009 $515,788,603.75  $352,508,595.08  

 



The Streamlined Sales and Use Tax Agreement encourages 
entities that sell over the Internet or by mail order to collect 
taxes on sales to consumers who live in streamlined states. 
One option that Missouri can consider is to pass legislation 
which permits the State to enter into the Streamlined 
Sales and Use Tax Agreement in order to partially collect 
e-commerce sales and use tax revenue. The Streamlined Sales 
Tax Governing Board (2010) suggests that this Agreement 
has proven to be beneficial to many states and this is why 
so many others have passed conforming legislation allowing 
them to enter into the Agreement. Furthermore, all 
streamlined states have confirmed significant revenue gains 
that have resulted from entering into the Streamlined Sales 
and Use Tax Agreement. As shown in Graph 4, from 2005 
to 2010, these streamlined states’ departments of revenue 
reported that they were able to collect an added $738.2 
million in e-commerce tax revenue. Of this total, each state 
collected an average of $30.7 million in e-commerce tax 
revenue over this time span (Peterson, 2011). 

However, these benefits do not fully compensate for the tax 
revenue losses that result from e-commerce. Reddick (2006) 
notes states that enter this Agreement cannot bypass federal 
law because it is purely voluntary and does not allow the 
state to penalize businesses or consumers for not remitting 
e-commerce taxes. Therefore, many entities have elected not 
to collect and remit these sales and use taxes and, as a result, 
the amount of revenue gains attributed to the Agreement 
is minimal when compared to the calculated e-commerce 
tax revenue lost in this study and other research (Bruce et 
al., 2009; Streamlined Sales Tax Governing Board, 2011). 
Consequently, the Streamlined Sales and Use Tax Agreement 
does not fully resolve the revenue loss issue attributed to 
e-commerce. It is for this reason that this study suggests 
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Graph 2, Missouri lost approximately $2.3 billion in 
e-commerce tax revenue over a nine-year time span.8  

Furthermore, on average,this represents an approximate 
revenue loss of $259 million each year.

• Projections for Future E-commerce Tax Revenue 
Losses (2011 to 2014)

Given the growing trends of e-commerce depicted 
in Graph 1, it is important to make projections for 
potential e-commerce tax revenue losses in the future. 
Using a three year moving average and factoring in 
estimated noncompliance rates, this study made future 
estimations for uncollected e-commerce tax revenue in 
Missouri (shown in Table 2 and Graph 3).10  Missouri 
is predicted to lose $1.4 billion from 2011 to 2014.  
This equates to $358.2 million in annual average 
losses.	
These findings clearly suggest that Missouri loses a 
significant amount of tax revenue and will continue to 
forgo an increasing amount with its current law and 
enforcement efforts.

E-commerce Policy Options

If Missouri shares the same concern as other states about 
tax revenue losses attributed to e-commerce, it might be 
of interest for the state to seek policy alternatives to 
mitigate this issue. Therefore, it is the recommendation 
of this study that the State of Missouri consider the 
following policy options:  

•Short-Term: Enter into the Streamlined Sales and Use 
Tax Agreement

Missouri Legislative Academy

Graph 3: Future Projections for Actual and Potential 
E-commerce Tax Revenue in Missouri (2010 to 2014)

Graph 4: Total Amount of Additional E-commerce Tax 
Revenue Collected by Streamlined States (2005 to 2010) 
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Source: Peterson, 2011 

9 Research has shown the current compliance rates for Business-to-Business and Business-to-Consumer is 94% and 66.1%, respectively (Bruce, et. al, 2009; Strong-Goeke, 2011).  This study asserts that 
noncompliance does exist within the state and therefore, all estimations in the study have factored this component into the final calculations.
10  The e-commerce estimates provided by the U.S. Census Bureau is only available from 2001 to 2009. Therefore, the moving average is used starting in 2007.
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