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As Missourians continue to face tough economic times, the Missouri General Assembly’s priorities did
not include substantial support for low income families and other vulnerable populations. This brief will
examine some of the highlights/lowlights of the state legislative session and what they mean for low
income families and individuals.

Highlights of the 2008 session

o Rejected HIR70, a TABOR-like constitutional amendment

o Funded the Women’s Health Program that was enacted in 2007 (This is not comprehensive
health coverage, but includes only reproductive health)

e Funded presumptive eligibility for children, and allowed children to be eligible for the State
Children’s Health Insurance Program if they have exhausted private insurance benefit, or have
private insurance that doesn’t cover their special needs

e Increased reimbursement rates for doctors and dentists who provide services through MO
HealthNet

e Enhanced the property tax circuit breaker and homestead exemptions to assist some low income
seniors (as well as higher income seniors) and people with disabilities

Lowlights of the 2008 session

e Denied health coverage for 54,000 low income working families by not enacting phase 1 of
Insure Missouri

e Reneged on a promise to restore dental and vision benefits to those insured by MO HealthNet

e Chose to (again) deny funding for therapies (e.g. occupational, physical therapy) for those
insured by MO HealthNet

e Made inadequate investments in subsidized child care to support working families and their
children, as well as reimbursement rates for families who open their homes to children in foster
care and those who adopt children in the custody of the state

e Chose tax credits for businesses over services for low income Missourians

Tough Economic Times for Missourians
The current economic decline will continue to take a toll on all Missourians, but low income Missourians
experience the greatest impact. Prices of basics such as food, utilities and gasoline continue to rise, as



does the cost of health care. The percent of uninsured Missourians grew almost 15 percent in 2006, a rate
three times national average."

As prices rise, the income of most Missourians has declined. Since 1998, income for the middle fifth of
families in Missouri dropped an average of $2,839. This was the third largest decline in the country.” The
incomes of the bottom fifth of families declined by an average of $914. The incomes of the richest fifth of
Missouri families rose an average of $13,521.2

Many Missourians who have previously been able to support themselves, especially those who are only
one paycheck away from a financial crisis, will need additional support to weather the economic decline.
Supports such as health care coverage and subsidized child care are critically important. The General
Assembly largely turned their back on these families, and chose to primarily invest in tax credits for
business and development.

Hope for health care for some working families dies as Insure Missouri languishes

The General Assembly missed an enormous opportunity to provide health care coverage for many low
income working parents. The first phase of the Governor’s Insure Missouri proposal would have provided
affordable insurance for an estimated 54,000 individuals. Because Governor Blunt proposed this without
seeking input from the members of his party, the proposal drew opposition from the House Leadership.
Senator Tom Dempsey worked valiantly to craft an alternate proposal to provide insurance for low
income workers, but intra-party disunity ultimately killed Insure Missouri. The House Committee that
considered Senator Dempsey’s bill changed it for the worse, and it was never even brought to the floor for
debate.

General Assembly enacts some 2007 MO HealthNet provisions...

The General Assembly did follow through and provide funding for several program changes enacted last
year. It funded the Women’s Health Initiative, which provides reproductive health services for women
with incomes up to 185 percent of FPL. While this is a significant step forward, it is not a substitute for
comprehensive health insurance.

Funding for some changes in the SCHIP program was also incorporated in the budget, including funding
for Presumptive Eligibility and changes to allow children with special needs to access SCHIP more
easily. By allowing children to be enrolled in SCHIP through presumptive eligibility in federally
qualified health centers and rural health clinics, children will be able to access health care services more

! The 2005 data have been revised since originally published. See
www.census.gov/hhes/www/hlthins/usernote/schedule.html. 2006 data is available within: Income, Poverty and

Health Insurance Coverage in the United States, “People With or Without Health Insurance Coverage by Selected
Characteristics: 2005 and 2006, Table 6, p. 21 at www.census.gov. Source: U.S. Census Bureau, Current Population
Survey, 2006 and 2007 Annual Social and Economic Supplements
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quickly. Allowing children to be eligible for the SCHIP program if they have exhausted the benefits of
private insurance, or if they have a medical condition that is not covered by their private insurance, is also
a step forward. These provisions will help a small number of children who have serious health problems.

...But again denies dental, vision and therapy services

Since reinstating dental and vision services (subject to appropriation) enjoyed broad support as the MO
HealthNet bill was passed in 2007 (SB577), it was surprising that neither the House nor Senate
Appropriation Committees supported including these in the budget. Representative Margaret Donnelly
made a significant effort that resulted in inclusion of therapies the House version of the appropriation bill.
However, funding for these therapies was denied by the Conference Committee that reconciled House and
Senate differences.

Providers benefit from increased reimbursement rates

Reimbursement rates for physicians were increased up to 62.5 percent of the Medicare reimbursement.
Dental reimbursement was increased to 38 percent of the Usual and Customary Rate. Vision and
ambulance reimbursements were increased to 35 and 52.7 percent of the Medicare rates, respectively.*
Reimbursement rates apply to services that are provided through a fee for service payment. Low
reimbursement rates contribute to providers’ unwillingness to provide services to those insured by MO
HealthNet (Medicaid).

State makes baby steps in improving access to child care

The cost of quality care for children is beyond the means of low income working families. Missouri
consistently hovers at or near the bottom regarding income eligibility limits for state subsidized child care
to assist families. In 2007, Missouri had the lowest eligibility level of any state.’

Missouri’s current child care subsidy eligibility stops abruptly at incomes of 127 percent of the federal
poverty level (FPL). Nationally, the average is 184 percent of FPL. The legislature approved transitional
child care subsidies for low income working parents with incomes between 127 and 139 percent of the
FPL. As families’ incomes increase, their child care subsidy will now decrease more gradually. This is a
helpful step for Missouri’s low income families.

At the same time, the legislature approved an increase in basic reimbursement rates for preschool and
school age child care providers - the first increase since 1991.° But even with this increase, Missouri still
has the lowest reimbursement of any state.

Providing transitional child care subsidies for low income working parents with incomes between 127 and
139 percent of the FPL is a positive step forward. However, the amount of the subsidy is capped at 75
percent of the basic subsidy.’ Since basic reimbursement rates are already extremely low, quality child
care may still be unaffordable/inaccessible for these working families.

Utility assistance sees small gains

* Summary sheet of conference items from the Department of Social Services, May, 2008.

> State Child Care Assistance Policies 2007: Some Steps Forward, More Progress Needed. Shulman, K, and Blank, H.
National Women'’s Law Center, September 2007. www.nwlc.org.
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On the last day of the session SB720 passed®. Among other provisions, this bill enacts a “hot weather
rule” that prohibits utility companies from disconnecting service when the temperature exceeds 95
degrees or the heat index exceeds 105 degrees. Disconnections occur because many families have a
chronic inability to pay all of their rent, food, utility, child care and transportation costs in any given
month. This rule buys them a bit of time, but doesn’t solve their on-going problem.

SB720 also increases the maximum (annual) utility assistance grant from $600 to $800. The current $5
million cap is removed, but funding is subject to appropriation. Next year’s budget will tell whether this is
window dressing, or a more substantial commitment to supporting low income households. The current
$5 million would provide assistance to only 6,250 household statewide at the increased grant level. This
investment is woefully inadequate.

Foster and Adoptive Care Funding Remains Inadequate

Funding for foster care and adoption subsidies was slightly increased ($7-9 per month per child) in this
year’s budget.’ However, these amounts are still inadequate. With the increase, Missouri’s foster care
reimbursement rate is only 72 percent of the amount the US Department of Agriculture determines is
necessary to support a child. Adoption subsidies are only 48 percent of the cost to support a child.”

A national research study determined that Missouri’s current foster care reimbursement rates must more
than double to cover the real costs of providing care for children. Of the 50 states, Missouri ranks 48", **
Low reimbursement rates can negatively affect foster care recruitment and retention, making it more
likely that children are placed in institutional settings or are shuttled from placement to placement.

HJR70: the single greatest threat to Missourians future well-being

TABOR (Taxpayers Bill of Rights) constitutional amendments have been introduced in the legislature the
past several years, but this is the first year that the proposal moved forward in the Senate. Fortunately,
Senator Gibbons did not bring HIR70 to the Senate floor for a vote. Had it passed, the constitutional
amendment would then have needed voter approval.

TABOR was first enacted in Colorado, and is a proven failure there. In that state it led to a crisis in health
care, education and other human services that culminated in a broad coalition of interests successfully
mounting a 2005 campaign to enact a 5 year moratorium on it.

More restrictive than Missouri’s Hancock Amendment, HIR70 would limit increases in state spending to
inflation and population growth. Over time, it would require severe cuts to Missouri services including
health care, education, infrastructure needs like transportation and other key supports. In addition, while
Missouri’s population is fairly stagnant, the “inflation + population formula” does not take into account
changing population demographics, including an aging population, or increases in special needs children,
both of which cost more to serve. HIJR70 contained additional potentially harmful provisions that would
have enacted permanent tax cuts. More information on HIR70 is available at www.mobudget.org.

8 http://www.senate.mo.gov/08info/BTS Web/Bill.aspx?SessionType=R&BilllD=62.

® Ibid at 3
1% 1hid at 3

" Hitting the M.A.R.C.: Establishing Foster Care Minimum Adequate Rates for Children, Children’s Rights, National
Foster Parents Association, University of Maryland School of Social Work. October 2007 at
http://www.childrensrights.org/pdfs/MARC/MARCSummaryReport.pdf.
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Property Tax Reform: Better Than it Could Have Been

Senate Bill 711, sponsored by Senator Gibbons, President Pro Tem, passed in the last week of the session.
The bill requires local governments to roll back local property tax rates to keep tax collections stable in
reassessment years and limits total revenue increases to general inflation. The bill requires local
governments to roll back their tax rates even when local governments are not at their tax rate “ceiling”. In
reassessment years, taxpayers must also be provided an estimate of their projected taxes.

The changes in Senate Bill 711 will limit growth in funding for critical local services, particularly local
schools, roads and public transportation and public safety. School funding may be the most at risk with
these changes, given that property tax comprises the largest single source of funding for public
schools.**The bill did not include an estimate of the cost to local funding over time. The Missouri Budget
Project will continue to monitor the impact of the changes in SB 711 on the funding of local services.

SB 711 was less stringent than many alternatives that had been proposed in the Missouri House. Several
bills, in fact, proposed property tax caps that would have required constitutional amendments, making the
changes permanent. SB 711 also included some positive changes that are directed at low-income
homeowners and renters, specifically an enhanced Circuit Breaker and Homestead Exemption. Increases
to these credits were missing in alternative bills.

SB711 positively changes Missouri’s circuit breaker program, a tax credit program that benefits seniors
and individuals with a disability by lowering eligibility and increasing the available tax credit.** These
changes will help many low and/or fixed-income seniors and people with disabilities to stay in their
homes. The amount of the tax credit is raised from $750 to $1,100, and the income exemption for married
claimants that own and occupy their home for at least one year is increased from $2,000 to $4,000. The
maximum upper income limit was raised from $27,500 to $30,000. There was general agreement that the
amount of tax credit issued to individual claimants needed to be increased, as well as that the upper
income limit was too low. In FY2008, claimants redeemed $93.1mil in circuit breaker tax credits.™

In addition, SB711 makes changes to the Homestead Preservation Tax credit. This is also a tax credit for
seniors or individuals with a 100 percent disability. It is available to individuals with incomes up to
$77,323 (in 2007). Claimants may not take advantage of both tax credits. If the General Assembly fails to
appropriate sufficient money to fund all eligible claimants of the Homestead Preservation Tax credit, the
available money is distributed pro rata under SB711.

Missouri is one of sixteen states that offer a Circuit Breaker tax credit, In these states, the tax credits
range from $200 to $2,100. By increasing Missouri’s circuit breaker tax credit to $1,100 per year, SB711
places Missouri in the middle of benefit levels nationwide. *°

2 For more detail on Missouri’s Property Tax see Missouri Property Tax: Important Information about a Critical
Local Funding Source, Kruckemeyer, Holden and Blouin, Missouri Budget Project, February 11, 2008 at
http://www.mobudget.org/Property%20Tax%20in%20Missouri%20Feb%2020081.pdf

3 see http://www.senate.mo.gov/08info/BTS Web/Bill.aspx?SessionType=R&BillID-139.

%2007 Annual Fiscal Report (Fiscal Year 2008). Senate Appropriations Staff.

> The Property Tax Circuit Breaker: An Introduction and Survey of Current Programs, Lyons, Farkas
and Johnson, Center on Budget & Policy Priorities, March 21, 2007, available at www.cbpp.org
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A number of special interest provisions were also included in SB711. One of these allows a property tax
credit for expenses incurred to manufacture, maintain or improve a freight line’s qualified rolling stock.
The state must reimburse local entities for any lost tax revenue. This was introduced as SB1146. It was
also amended to HB2058, but was removed before final passage. The fiscal note for HB2058 indicates the
estimated cost of this tax break is $4 million per year.™

At this time, the fiscal note on the Truly Agreed to and Finally Passed SB711 is not available, so the total
cost of the bill to state revenue is unknown. The cost to local government services is also unknown at this
time. The Missouri Budget Project will continue to monitor the fiscal impact of this bill.

Tax Expenditures

In Fiscal Year 2008 (which ended in June 2007) a total of $483.3 mil in tax credits were redeemed. This
was up from $417.4 million the previous fiscal year."” Tax credits have a significant impact on state
general revenue, and consequently on the state’s ability to fund education, health, transportation and other
basic services.

The 2008 legislature continued down the road of increasing tax credits and other tax expenditures. The
following are some of the key tax credit provisions that passed the legislature in 2008:

e A 340 million/year tax credit for the Bombardier mega-project was approved, with total cost of
$240million (HB2393)*

e The Missouri Quality Jobs tax credits were increased by $20 million/year, bringing the total to
$60 million/year (SB718)*

e The Enh%nced Enterprise Zone tax credit cap was increased by $10 million to $24 million/year
(SB718)
Agriculture-related tax expenditures were increased by an estimated $3.6 million (SB931)*

e Economic development tax credits that are approved as part of the Neighborhood Assistance
Program were increased by $2 million, bringing the total to $6 million (HB2058)%

o The New Generation Cooperative Incentive Tax Credit was extended from December 31, 2010 to
December 31, 2016 at a cost of $6 million annually (HB2058)%

e The legislature enacted a number of provisions that will make it easier for a variety of businesses
to be eligible for tax credits. The fiscal note assumes that these changes will result in additional

16 http://www.moga.mo.gov/Oversight/OVER08/fishtm/4495-11N.ORG.htm.

7 Ibid at 11

18 http://www.house.mo.gov/billtracking/bills081/bills/hb2393.htm.

19 http://www.senate.mo.gov/08info/BTS Web/Bill.aspx?SessionType=R&BillID=133.

20 |pid

2l see http://www.senate.mo.gov/08info/BTS Web/Bill.aspx?SessionType=R&BilllD=27410.

*? http://www.house.mo.gov/billtracking/bills081/bills/hb2058.htm
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businesses seeking tax credits. Since some of these tax credits do not have a cap, (an upper limit)
the estimated fiscal cost is unknown (HB2058)*

e The legislature passed SB748, which allows non-residents to deduct property taxes from their
adjusted gross income, if the property is located in another state which allows the same
deductiogsto property taxes paid there. The estimated cost to the state is $5.8 to $7.3 million
annually

HB2058 does reflect an effort to achieve greater transparency. It requires every state agency that
administers a tax credit to make public the name of each recipient of the tax credit, and the amount of the
credit. Another provision of the bill requires members of the general assembly or any state-wide elected
official to make public whether they, their spouse, or dependent children claimed state tax credits on their
most recent state income tax return.?

The Missouri Budget Project will continue to monitor the impact of tax credits on the availability of state
general revenue to fund services.

Conclusion

Similar to last year, Missouri Legislators missed opportunities to improve the lives of low income
Missourians. While there must always be a balance between long term goals and short term needs, our
common good demands greater investment in the immediate health and education of Missourians.
Families and children who live on the edge today, many of whom are not likely to be candidates for
employment in newly created future jobs supported through tax credits, need the support of health care
and subsidized child care now. Seniors and individuals with disabilities, who will never be candidates for
newly created jobs, need dental care, vision services, occupational and physical therapy to enable them to
be as independent as possible. Missouri can, and must, do better.

** Ibid
® http://www.moga.mo.gov/Oversight/OVER08/fishtm/3499-01T.ORG.htm

°® |bid at 22



