M SSI SSI PPl LEG SLATURE REGULAR SESSI ON 2000

By: The Entire Menbership To: Universities and
Col | eges; Ways and
Means

HOUSE BI LL NO. 1262
(As Passed t he House)

AN ACT TO CREATE THE M SSI SSI PPl AFFORDABLE COLLEGE SAVI NGS
(MACS) PROGRAM TO DEFI NE CERTAIN TERMS AND PHRASES RELATI NG TO
THE MACS PROGRAM TO PRESCRI BE THE PONERS OF THE BOARD OF
DI RECTORS OF THE COLLEGE SAVI NGS PLANS OF M SSI SSI PPl TRUST FUNDS
RELATI NG TO THE ADM NI STRATI ON OF THE MACS PROGRAM TO PRESCRI BE
CERTAI N TERMS OF SAVI NGS TRUST AGREEMENTS ENTERED | NTO UNDER THE
PROGRAM TO ESTABLI SH THE M SSI SSI PPl AFFORDABLE COLLEGE SAVI NGS
(MACS) TRUST FUND, TO EXEMPT PROPERTY I N THE TRUST FUND FROM
TAXATI ON AND TO ESTABLI SH DEDUCTI ONS FOR PAYMENTS TO MACS
10 ACCOUNTS; TO PRESCRI BE THE AUTHORI TY OF THE BOARD OF DI RECTORS TO
11 I NVEST FUNDS I N THE TRUST FUND; TO REQUI RE THE BOARD TO PROVI DE
12 ANNUAL ACCOUNTI NG STATEMENTS; TO AMEND SECTI ON 37-155-5,

13 M SSISSIPPI CODE OF 1972, TO CHANCGE THE NAME OF THE BOARD OF

14 DI RECTORS OF THE M SSI SSI PPl PREPAI D AFFORDABLE COLLEGE TUI TI ON
15 PROGRAM TRUST FUND TO THE "BOARD OF DI RECTORS OF THE COLLEGE

16 SAVINGS PLANS OF M SSI SSI PPI TRUST FUNDS"; TO AMEND SECTI ON

17 37-155-9, M SSISSI PPl CODE OF 1972, IN CONFORM TY THERETO AND TO
18 EXPAND THE BOARD S | NVESTMENT AUTHORI TY; TO AVEND SECTI ON 27-7-15,
19 M SSISSIPPI CODE OF 1972, TO EXCLUDE PAYMENTS TO A MACS ACCOUNT
20 FROM THE DEFI NI TI ON OF GROSS | NCOVE FOR | NCOVE TAX PURPGCSES; TO
21  AMEND SECTI ONS 27-7-17, 27-7-18, 75-71-113 AND 75-71-401,

22 M SSISSI PPl CODE OF 1972, IN CONFORM TY TO THE PROVI SI ONS OF THI S
23 ACT; AND FOR RELATED PURPCSES.

OCO~NOUITARWNE

24 BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF M SSI SSI PPI :
25 SECTION 1. This article shall be known and may be cited as

26 the "M ssissippi Affordable Coll ege Savings Program™
27 SECTION 2. The followi ng are the purposes of this article:

28 (a) To provide a program of savings trust agreenments to
29 apply distributions toward qualified higher education expenses at
30 eligible educational institutions, as defined in Section 529 of

31 the Internal Revenue Code, as anended, or other applicable federal
32 |aw

33 (b) To provide for the creation of a trust fund, as an
34 instrunentality of the State of M ssissippi, to assist qualified
35 students in financing costs of attending institutions of higher

36 educati on.
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(c) To encourage tinely financial planning for higher
education by the creation of savings trust accounts.

(d) To provide a choice of programs to persons who
determ ne that the overall educational needs of their famlies are
best suited to a prepaid tuition contract under the M ssissipp
Prepai d Affordable College Tuition (MPACT) Program a savings
trust agreenent under this article, or both.

(e) To provide a savings programfor those persons who
wi sh to save to neet post secondary educational needs beyond the

traditi onal baccal aureate curricul um

SECTION 3. As used in this article, the foll owi ng words and
phrases have the meanings ascribed in this section unless the
context clearly indicates otherw se:

(a) "MACS Program’ neans the M ssissippi Affordable
Col | ege Savi ngs Program established under this article.

(b) "MACS Trust Fund" neans a special fund in the State
Treasury established under Section 6 of House Bill No. |, 2000
Regul ar Session, and adm nistered by the Treasury Departnent.

(c) "Account owner" neans a resident or nonresident
person, corporation, trust, charitable organization or other
entity which contributes to or invests noney in a savings trust
account under the MACS Program on behal f of a beneficiary and
which is listed as the owner of the savings trust account.

(d) "Beneficiary" nmeans a resident or nonresident
beneficiary of a savings trust agreenent who neets the
requi renents of Section 529 of the Internal Revenue Code of 1986,
as anmended, or other applicable federal |aw, and any regul ations
establ i shed by the board.

(e) "Institution of higher education” nmeans an eligible
educational institution as defined in Section 529 of the Internal
Revenue Code of 1986, as anended, or any other applicable federal
I aw.

(f) "Tuition" means the quarter, senester or term
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charges and all required fees inposed by an institution of higher
education as a condition of enrollnent by all students.

(g) "Board" nmeans the Board of Directors of the Coll ege
Savi ngs Plans of M ssissippi Trust Funds established under Section
37-155-7.

(h) "Payor"™ means a person, corporation, trust,
charitabl e organi zati on or other such entity which contri butes
noney or nakes a paynent to either a savings trust account
established pursuant to this article or a prepaid tuition account
establ i shed under Sections 37-155-1 through 37-155-27 on behal f of
a beneficiary.

(1) "Savings trust account” neans an account
establ i shed by an account owner pursuant to this article on behalf
of a beneficiary in order to apply distributions fromthe account
toward qualified higher education expenses at eligible educational
institutions, as defined in Section 529 of the Internal Revenue
Code of 1986, as anended, or other applicable federal |aw.

(j) "Savings trust agreenent” neans the agreenent
entered into between the board and the account owner establishing
a savings trust account.

(k) "Qualified higher education expense" neans any
hi gher educati on expense, as defined in Section 529 of the
| nternal Revenue Code of 1986, as anended, or other applicable
federal | aw.

(1) "Qualified withdrawal "™ means a w thdrawal by an
account owner or beneficiary for qualified higher education
expenses or as otherw se permtted under Section 529 of the
I nternal Revenue Code of 1986, as anended, w thout a penalty
requi red under the Internal Revenue Code.

SECTION 4. In addition to those powers granted to the board

by Section 37-155-1 through 37-155-27 and any ot her provisions of
this article, the board shall have the powers necessary or

convenient to carry out the purposes and provisions of this
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article, the purposes and objectives of the trust fund, and the
powers del egated by any other |aw or executive order of this
state, including, but not limted to, the foll ow ng express
powers:

(a) To adopt such rules and regul ations as are
necessary to inplenent this article, subject to applicable federal
| aws and regul ations, including rules regarding transfers of funds
bet ween accounts established under prepaid tuition contracts and
savi ngs trust agreenents;

(b) To inpose reasonable requirenments for residency for
beneficiaries or account owners at the tinme of purchase of the
savi ngs trust agreenent;

(c) To contract for necessary goods and services, to
enpl oy necessary personnel, and to engage the services of
consul tants and other qualified persons and entities for
adm ni strative and technical assistance in carrying out the
responsibilities of the trust funds under ternms and conditions of
that the board deens reasonabl e, including contract terns for
periods up to ten (10) years at which tine a contract may be
term nated, extended or renewed for a term determ ned by the
board, not to exceed a termof ten (10) years at any one ting;

(d) To solicit and accept gifts, including bequests or
ot her testanmentary gifts nade by will, trust or other disposition
grants, |oans and other aids from any personal source or to
participate in any other way in any federal, state or |ocal
governmental programs in carrying out the purposes of this
article;

(e) To define the terns and conditions under which
paynents nay be wi thdrawn or refunded fromthe trust fund
established under this article to i npose reasonable charges for a
wi t hdrawal or refund;

(f) To inpose reasonable tinme limts on the use of

savi ngs trust account distributions provided by the MACS Program
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(g) To regulate the receipt of contributions or
paynents to the MACS Trust Fund;

(h) To segregate contributions and paynents to the MACS
Trust Fund into various accounts and funds;

(1) To require and collect admnistrative fees and
charges in connection with any transaction and to inpose
reasonabl e penalties for w thdrawal of funds for nonqualified
hi gher educati onal expenses or for entering into a savings trust
agreenent on a fraudul ent basis;

(j) To procure insurance against any |oss in connection
with the property, assets and activities of the MACS Trust Fund or
t he board;

(k) To require that account owners of savings trust
agreenents or purchasers of M ssissippi Prepaid Affordabl e College
Tuition (MPACT) contracts under Sections 37-155-1 through
37-155-27 verify, under oath, any requests for contract
conversions, substitutions, transfers, cancellations, refund
requests or contract changes of any nature;

(1) To solicit proposals and to contract for the
mar keti ng of the MACS Program provided that: (i) any naterials
produced by a marketing contractor for the purpose of marketing
t he program nust be approved by the board before bei ng made
avai lable to the public; and (ii) neither the state nor the board
shall be liable for m srepresentation of the programby a
mar ket i ng contractor;

(m To delegate responsibility for adm nistration of
t he conprehensive investnent plan to a contractor or contractors
or a consultant or consultants that the board determnes is
qual i fi ed;

(n) To make all necessary and appropriate arrangenents
with colleges and universities or other entities in order to
fulfill its obligations under savings trust agreenents;

(o) To establish other policies, procedures and
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criteria necessary to inplenent and administer this article; and
(p) To authorize the Treasury Department or the State
Treasurer, or both, to carry out any or all of the powers and
duties enunerated in this section for efficient and effective
adm ni stration of the MACS Program and MACS Trust Fund.
SECTION 5. (1) The board shall make savings trust

agreenents available to the public, under which account owners or
ot her payors may made contributions on behalf of qualified
beneficiaries. Contributions and investnent earnings on the
contributions nmay be used for any qualified higher educational
expenses of a designated beneficiary. The state does not
guarantee that such contributions, together with the investnent
return on such contributions, if any, will be adequate to pay for
qgual i fied education expenses in full.

(2) Each savings trust agreenent made pursuant to this
article shall include the following ternms and provi sions:

(a) The maxi mum and m ni mum contri bution all owed on
behal f of each beneficiary for the paynent of qualified higher
education expenses at eligible institutions, both as defined in
Section 529 of the Internal Revenue Code of 1986, as amended, or
ot her applicable federal |aw

(b) Provisions for withdrawal s, refunds, transfers and
any penalties;

(c) The nanme, address and date of birth of the
beneficiary on whose behal f the savings trust account is opened;

(d) Ternms and conditions for a substitution of the
beneficiary originally naned;

(e) Ternms and conditions for term nation of the
account, including any refunds, w thdrawals or transfers, and
applicabl e penalties, and the nane of the person or persons
entitled to term nate the account;

(f) The time period during which the beneficiary mnust

use benefits fromthe savings trust account;
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(g) Al other rights and obligations of the account
owner and the MACS Trust Fund; and

(h) Any other terns and conditions that the board deens
necessary or appropriate, including those necessary to conformthe
savi ngs trust account with the requirenents of Section 529 of the
| nternal Revenue Code of 1986, as anended, or other applicable
federal |aw or regul ations.

SECTION 6. (1) There is created a M ssissippi Affordabl e

Col | ege Savings Trust Fund as an instrunmentality of the state to
be adm ni stered by the Treasury Departnent. The MACS Trust Fund
shal | consist of state appropriations, nonies acquired from ot her
governmental or private sources and noney remtted in accordance
wi th savings trust agreenents and shall receive and hold al
paynents, contributions and deposits intended for it as well as
gifts, bequests, endowrents or federal, state or |ocal grants and
any other public or private source of funds and all earnings on
the fund until disbursed as provided under this section. The
anounts on deposit on the trust fund shall not constitute property
of the state. Anmpunts on deposit in the trust fund may not be
commngled wwth state funds, and the state nay have no claimto or
interest in such funds. Savings trust agreenments or any other
contract entered into by or on behalf of the trust do not
constitute a debt or obligation of the state, and no account owner
is entitled to any anobunts except for those anmobunts on deposit in
or accrued to their account.

The MACS Trust Fund shall continue in existence as long as it
hol ds any funds bel onging to an account owner or otherw se has any
obligations to any person or entity until its existence is
term nated by the Legislature and remai ni ng assets on deposit in
the fund are returned to account owners or transferred to the
state in accordance with unclaimed property | aws.

(2) There are created the following three (3) separate

accounts within the MACS Trust Fund: (a) the administrative
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account; (b) the endowrent account; and (c) the program account.
The adm ni strative account shall accept, deposit and disburse
funds for the purpose of adm nistering and narketing the program
The endowrent account shall receive and deposit accounts received
in connection with the sales of interests in the MACS Trust Fund
ot her than anmounts for the adm nistrative account and other than
amount s received pursuant to a savings trust agreenent. Anmounts
on deposit in the endownent account nay be applied as specified by
the board for any purpose related to the programor to otherw se
assist Mssissippi residents to attain a postsecondary educati on.
The program account shall receive, invest and di sburse anounts
pursuant to savings trust agreenents.

(3) The official location of the trust fund shall be the
State of M ssissippi Treasury Departnent, and the facilities of
the Treasury Departnent shall be used and enployed in the
adm ni stration of the fund, including, but without Iimtation to,
t he keeping of records, the nmanagenent of bank accounts and ot her
i nvestnments, the transfer of funds and the saf ekeepi ng of
securities evidencing investnments. These functions may be
adm ni stered pursuant to a nanagenent agreenent with a qualified
entity or entities.

(4) Paynents received by the board on behal f of
beneficiaries fromaccount owners, other payors or from any other
source, public or private, shall be placed in the trust fund, and
the board shall cause there to be nmintai ned separate records and
accounts for individual beneficiaries, as may be required under
Section 529 of the Internal Revenue Code of 1986, as amended, and
any ot her applicable federal [|aw.

(5) Account owners and any ot her payors or contributors
shall be permitted only to contribute cash or any other form of
paynment or contribution as is permtted under Section 529 of the
| nternal Revenue Code of 1986, as anended, and approved by the

board. The board shall cause the programto maintain adequate
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saf eguar ds agai nst contributions in excess of what may be required
for qualified higher education expenses. The MACS Trust Fund,

t hrough the Treasurer, nay receive and deposit into the trust fund
any gift of any nature, real or personal property, nade by an

i ndi vi dual by testanmentary disposition, including, wthout
l[imtation, any specific gift or bequeath nade by will, trust or
ot her disposition to the extent permtted under Section 529 of the
I nternal Revenue Code of 1986, as anended. The MACS Trust Fund
may receive amounts transferred froman UGVA, UTMA or ot her
account established for the benefit of a mnor if the trust
beneficiary of such an account is identified as the |egal owner of
the MACS Trust Fund account upon attaining najority age.

(6) The account owner retains ownership of all anobunts on
deposit in his or her account with the programup to the date of
di stribution on behalf of a designated beneficiary. Earnings
derived frominvestnment of the contributions shall be considered
to be held in trust in the same nanner as contributions, except as
applied for purposes of the designated beneficiary and for
pur poses of maintaining and adm nistrating the program as provided
inthis article. Anmounts on deposit in an account owner's
account shall be avail able for expenses and penalties inposed by
the board for the program as disclosed in the savings trust
agr eenent .

(7) The MACS Trust Fund shall constitute a fund of an
instrunmentality of the state, and its property and inconme shall be
exenpt fromall taxation by the state and by all of its political
subdi vi si ons.

(8) The assets of the MACS Trust Fund shall be preserved,

i nvested and expended solely pursuant to and for the purposes of
this article and shall not be | oaned or otherw se transferred or
used by the state for any other purpose.

SECTION 7. (1) Al property and incone of the MACS Trust

Fund, as an instrunentality of the state, is exenpt from al
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taxation by the state and by its political subdivisions.

(2) Any contributor or payor to a MACS Program account nmay
deduct fromtheir M ssissippi taxable income any contributions or
paynents to an account or accounts in the MACS Trust Fund up to a
maxi mum annual anount of Twenty Thousand Dol | ars ($20, 000. 00) for
joint filers and Ten Thousand Dol |l ars ($10, 000.00) for single and
other filers. Contributions or paynents for such tax years nay be
made after such cal endar years but before the deadline for making
contributions to an individual retirement account under federal
| aw for such years. The earnings portion of any withdrawal s from
an account that are not qualified withdrawals, as well as any
anounts included in such nonqualified wthdrawal s previously
deducted from taxable income under this section, shall be included
in the gross inconme of the resident recipient of the w thdrawal
for purposes of the M ssissippi Inconme Tax Law in the year of such
wi t hdr awal .

SECTION 8. (1) The board has authority to establish a

conprehensi ve investnment plan for the purposes of this article, to
i nvest any funds of the MACS Trust Fund in any instrunent,
obligation, security or property that constitutes |egal
investnments for public funds in the state, and to nanme and use
depositories for its investnents and hol dings. The conprehensive
i nvestment plan shall specify the investnent policies to be
utilized by the board in its admnistration of the funds. The
board may authorize investnments in any investnent vehicle

aut horized for the M ssissippi Prepaid Affordable College Tuition
(MPACT) Program under Section 37-155-9. However, the restrictions
in Section 37-155-9 as to percentages of the total fund that may
be invested in any category of authorized investnment shall not
apply to the MACS Trust Fund. The program account, in its

di scretion, may invest in obligations of the state or any
political subdivision of the state or in any business entity in

the state.

H B. No. 1262
00\ HRO3\ R1562
PAGE 10



334
335
336
337
338
339
340
341
342
343
344
345
346
347
348
349
350
351
352
353
354
355
356
357
358
359
360
361
362
363
364
365
366

Not wi t hst andi ng any state law to the contrary, the board
shal |l invest or cause to be invested anobunts on deposit in the
MACS Trust Fund, including the program account, in a nmanner
reasonabl e and appropriate to achieve the objectives of the
program exercising the discretion and care of a prudent person in
simlar circunstances with simlar objectives. The board shal
gi ve due consideration to the risk, expected rate of return, term
or maturity, diversification of total investnments, liquidity and
anticipated investnments in and withdrawals fromthe MACS Trust
Fund.

(2) Al investnents shall be acquired by the board at prices
not exceeding the prevailing market values for such securities.

(3) Any limtations set forth in this section shall be
applicable only at the tine of purchase and shall not require the
liquidation of any investnent at any tinme. Al investnents shal
be marked clearly to indicate ownership by the systemand, to the
extent possible, shall be registered in the nanme of the system

(4) Subject to the terms, conditions, limtations and
restrictions set forth in this section, the board may sell,
assign, transfer and di spose of any of the securities and
i nvestnments of the systemif the sale, assignnment or transfer has
the majority approval of the entire board. The board nay enpl oy
or contract with investnent managers, eval uation services, or
ot her such services as determ ned by the board to be necessary for
the effective and efficient operation of the system

(5) Except as otherwi se provided in this section, no trustee
or enployee of the board nay have any direct or indirect interest
in the incone, gains or profits of any investnent nmade by the
board, and such person may not receive any pay or enolunent for
his services in connection with any investnent nade by the board.

No trustee or enployee of the board may becone an endorser or
surety or in any manner an obligor for noney | oaned by or borrowed

fromthe system
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(6) Under the authority granted in Section 4 of House Bill
No. _, 2000 Regul ar Session, the board may establish criteria
for investnent managers, nutual funds or other such entities to
act as contractors or consultants to the board. The board may
contract, either directly or through such contractors or
consultants, to provide such services as may be a part of the
conprehensi ve investnment plan or as nay be deemed necessary or
proper by the board, including, but not limted to, providing
consolidated billing, individual and collective record keeping and
accounting, and asset purchase, control and saf ekeepi ng.

(7) No account owner, contributor, payor or beneficiary may
directly or indirectly direct the investnent of any account except
as may be permtted under Section 529 of the Internal Revenue Code
of 1986, as anended.

(8) The board may approve different investnent plans and
options to be offered to participants to the extent permtted
under Section 529 of the Internal Revenue Code of 1986, as
anended, and consistent with the objectives of this article and
may require the assistance of investnent counseling before
participation in different options.

(9) Interests or accounts in the MACS Trust Fund and
transactions in such interests or accounts shall be exenpt from
Sections 75-71-113 and 75-71-401.

SECTION 9. (1) The board shall furnish, wthout charge, to

each account owner an annual statenent of the follow ng:

(a) The amount contributed by the account owner under
t he savings trust agreenent;

(b) The annual earnings and accunul at ed earnings on the
savi ngs trust account; and

(c) Any other terns and conditions that the board deens
by rule is necessary or appropriate, including those necessary to
conformthe savings trust account with the requirenents of Section

529 of the Internal Revenue Code of 1986, as anended, or other
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applicable federal |law or regul ations.

(2) The board shall furnish an additional statenent
conplying with subsection (1) to an account owner or beneficiary
on witten request. The board may charge a reasonable fee for
each statenment furnished under this subsection

(3) The board shall prepare or cause to be prepared an
annual report setting forth in appropriate detail an accounting of
the funds and a description of the financial condition of the
program at the close of each fiscal year. Such report shall be
submtted to the Governor, the Lieutenant Governor, the Speaker of
t he House of Representatives and nenbers the Board of Trustees of
State Institutions of H gher Learning, the State Board for
Communi ty and Juni or Coll eges and the State Board of Educati on.

In addition, the board shall make the report available to account
owners of savings trust agreenents. The accounts of the fund
shal |l be subject to annual audits by the State Auditor or his
desi gnee.

SECTION 10. This article is not a prom se or guarantee that

the beneficiary will be:

(a) Admitted to any institution of higher education;

(b) Admitted to a particular institution of higher
education after adm ssion;

(c) Allowed to continue enrollnent at an institution of
hi gher education; or

(d) Gaduated froman institution of higher education

SECTION 11. Nothing in this article or in any savings trust

agreenent entered into pursuant to this article shall be construed
as a prom se or guarantee by the state or any agency or
instrunmentality of the state that either qualified higher
educati on expenses in general or any specific qualified higher
educati on expense shall be covered in full by contributions or
earni ngs on any savings trust account. Savings trust accounts and

agreenents entered into pursuant to this article are not
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guaranteed by the full faith and credit of the State of
M ssi ssi ppi .
SECTION 12. Notwithstanding any state law to the contrary,

no noni es on deposit in either the MACS or MPACT Prograns shall be
consi dered an asset of the parent, guardian or student for

pur poses of determining an individual's eligibility for a

need- based grant, need-based schol arshi p or need-based work
opportunity offered or admi nistered by any state agency except as
may be required by the funding source of such financial aid.

SECTION 13. The provisions of this article are severabl e.

| f any part of this article is declared invalid or
unconstitutional, such declaration shall not affect the parts of
this article which remain.

SECTI ON 14. Section 37-155-5, M ssissippi Code of 1972, is
anended as follows:[LH1L]

37-155-5. As used in this article, the followi ng terns have

t he neani ngs ascribed to themin this section, unless the context
clearly indicates otherw se:
(a) Prepaid Tuition Contract. A contract entered into

between the Board of Directors of the Coll ege Savings Plans of

M ssi ssippi Trust Funds and a purchaser pursuant to this chapter.

(b) Trust fund. There is created a special fund in the
State of M ssissippi Treasury Departnent to be designated as the
"M ssi ssippi Prepaid Affordable College Tuition Trust Fund"
(hereinafter referred to as the trust fund or fund) and to be
adm nistered by the State of M ssissippi Treasury Departnent. The
fund shall consist of state appropriations, nonies acquired from
ot her governnental or private sources, and noney remtted in
accordance with prepaid tuition contracts. |In the event that
di vi dends, interest and gains exceed the anmobunt necessary for
program adm ni stration and di sbursenments, the board may desi gnate
a percentage of the fund to serve as a contingency fund.

(c) Purchaser. A person, corporation, trust,
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charitabl e organi zati on or other such entity that makes or is
obl i gated to nmake advance paynents in accordance with a prepaid
tuition contract entered into pursuant to this chapter.

(d) Beneficiary. (i) The beneficiary of a prepaid
tuition contract nust be eighteen (18) years of age or younger at
the tinme the purchaser enters into the contract and nust be: (A
a resident of this state at the tine the purchaser enters into the
contract; or (B) a nonresident if the purchaser is a resident of
this state at the tinme that the contract is entered into.

(ii) The board may require a reasonabl e period of
residence in this state for a beneficiary or the purchaser.

(ti1) A beneficiary is considered a resident for
purposes of tuition regardless of the beneficiary’ s residence on
the date of enroll nment.

(e) Institution of higher education. Any public
institution of higher learning or public comunity or junior
coll ege located in M ssissippi.

(f) Tuition. The quarter, senester or term charges and
all required fees inposed by an institution of higher education as
a condition of enrollnent by all students.

(g) Board or board of directors. The Board of

Directors of the College Savings Plans of Mssissippi * * * Trust

Funds as provided in Section 37-155-7.
(h) Legislature. The Legislature of M ssissippi.

SECTI ON 15. Section 37-155-9, M ssissippi Code of 1972, is
anended as foll ows:[LH2]

37-155-9. In addition to the powers granted by any ot her
provi sion of this chapter, the board of directors shall have the
powers necessary or convenient to carry out the purposes and
provi sions of this chapter, the purposes and objectives of the
trust fund and the powers del egated by any other |aw of the state
or any executive order thereof, including, but not limted to, the

fol |l owm ng express powers:
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(a) To adopt and anend byl aws;

(b) To adopt such rules and regul ations as are
necessary to inplenent the provisions of this chapter;

(c) To invest any funds of the trust fund in any
instrument, obligation, security or property that constitutes
| egal investnments for public funds in the state and to name and
use depositories for its investnents and hol di ngs;

(d) To execute contracts and ot her necessary
i nstruments;

(e) To inpose reasonable requirenments for residency for

beneficiaries at the tinme or purchase of the contract;

(f) To inpose reasonable limts on the nunber of
contract participants in the trust fund at any given period of
time;

(g) To contract for necessary goods and services, to
enpl oy necessary personnel, and to engage the services of
consultants for adm nistrative and techni cal assistance in
carrying out the responsibilities of the trust fund;

(h) To solicit and accept gifts, including
bequeat hnments or other testanentary gifts nade by will, trust or
ot her disposition, grants, |oans and other aids from any personal
source or to participate in any other way in any federal, state or
| ocal governnmental prograns in carrying out the purposes of this
chapter. Any gifts made to the board under this subsection * * *
shal | be deductible fromtaxable inconme of the state in the tax
year ;

(1) To define the terns and conditions under which
paynments may be withdrawn or refunded fromthe trust fund,_
including, but not limted to, the amount paid in and an
addi tional anount in the nature of interest at a rate that
corresponds, at a mnimum to the prevailing interest rates for
savi ngs accounts provi ded by banks and savi ngs and | oan

associ ations and i npose reasonabl e charges for such w thdrawal or

H B. No. 1262
00\ HRO3\ R1562
PAGE 16



532
533
534
535
536
537
538
539
540
541
542
543
544
545
546
547
548
549
550
551
552
553
554
555
556
557
558
559
560
561
562
563
564

r ef und;

(j) To ensure applicability to private and out-of-state
tuitions:

(1) Under the program a state purchaser may enter
into a prepaid tuition contract with the board under which the
purchaser agrees to attend a public institution of higher
education in M ssissippi;

(i) If the beneficiary of a plan described by
Section 37-155-11 enrolls in any in-state or out-of-state
regionally accredited private four- or two-year college or an
out-of-state regionally accredited, state-supported, nonprofit
four- or two-year college or university, the board shall pay to
the institution an anount up to, but not greater than, the tuition
and required fees that the board woul d have paid had the
beneficiary enrolled in an institution of higher education covered
by the plan selected in the prepaid tuition contract. The
beneficiary is responsible for paying a private institution or an
out-of-state public institution the amount by which the tuition
and required fees of the institution exceed the tuition and
required fees paid by the board;

(k) To inpose reasonable tinme [imts on the use of the
tuition benefits provided by the program

(I') To provide for the receipt of contributions to the
trust fund in lunp suns or installnent paynents;

(m To adopt an official seal and rules;

(n) To sue and be sued;

(o) To establish agreenments or other transactions with
federal, state and | ocal agencies, including state universities
and community col |l eges;

(p) To appear in its own behalf before boards,
commi ssi ons or other governnental agencies;

(q) To segregate contributions and paynents to the fund

into vari ous accounts and funds;
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(r) To require and collect admnistrative fees and
charges in connection with any transaction and i npose reasonabl e
penal ties, including default, for delingquent paynments or for
entering into an advance paynment contract on a fraudul ent basis;

(s) To procure insurance against any |oss in connection
with the property, assets and activities of the fund or the board;

(t) To require that purchasers of advance paynent
contracts verify, under oath, any requests for contract
conversions, substitutions, transfers, cancellations, refund
requests or contract changes of any nature;

(u) To adm nister the fund in a manner that is
sufficiently actuarially sound to neet the obligations of the
program The board shall annually eval uate or cause to be
eval uated the actuarial soundness of the fund. |If the board
perceives a need for additional assets in order to preserve
actuarial soundness, the board may adjust the terns of subsequent
advance paynent contracts to ensure such soundness;

(v) To establish a conprehensive investnent plan for
t he purposes of this section. The conprehensive investnent plan
shal | specify the investnent policies to be utilized by the board
inits admnistration of the fund. The board may authorize
i nvestnments in:

(i) Bonds, notes, certificates and other valid
general obligations of the State of M ssissippi, or of any county,
or of any city, or of any supervisors district of any county of
the State of M ssissippi, or of any school district bonds of the
State of M ssissippi; notes or certificates of indebtedness issued
by the Veterans’ Honme Purchase Board of M ssissippi, provided such
notes or certificates of indebtedness are secured by the pl edge of
collateral equal to two hundred percent (200% of the anount of
the loan, which collateral is also guaranteed at |east for fifty
percent (50% of the face value by the United States governnent,

and provided that not nore than five percent (5% of the total
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i nvest ment hol di ngs of the systemshall be in Veterans Hone
Purchase Board notes or certificates at any tine; real estate

nort gage | oans one hundred percent (1009 insured by the Federal
Housi ng Admi nistration on single famly hones |ocated in the State
of M ssissippi, where nonthly collections and all servicing
matters are handl ed by Federal Housing Adm nistration approved
nor t gagees aut hori zed to make such loans in the State of

M ssi ssi ppi ;

(i1i) State of M ssissippi highway bonds;

(ti1) Funds may be deposited in federally insured
institutions domciled in the State of M ssissippi or a custodial
bank whi ch appears on the State of M ssissippi Treasury
Departnment’ s approved depository |ist and/or safekeeper |ist;

(iv) Corporate bonds of investnent grade as rated
by Standard & Poor’s or by Mody' s Investnent Service, with bonds
rated BAA/BBB not to exceed five percent (5% of the book val ue of
the total fixed inconme investnments; or corporate short-term
obl i gati ons of corporations or of wholly owned subsidiaries of
cor porations, whose short-termobligations are rated A-3 or better
by Standard and Poor’s or rated P-3 or better by Mody' s
| nvest ment Servi ce;

(v) Bonds of the Tennessee Valley Authority;

(vi) Bonds, notes, certificates and other valid
obligations of the United States, and other valid obligations of
any federal instrumentality that issues securities under authority
of an act of Congress and are exenpt fromregistration with the
Securities and Exchange Commi ssi on;

(vii) Bonds, notes, debentures and ot her
securities issued by any federal instrunentality and fully
guaranteed by the United States. Direct obligations issued by the
United States of Anmerica shall be deened to include securities of,
or other interests in, any open-end or closed-end managenent type

i nvest ment conpany or investnment trust registered under the
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provi sions of 15 USCS Section 80(a)-1 et seq., provided that the
portfolio of such investnment conpany or investnment trust is
limted to direct obligations issued by the United States of
America, United States governnment agencies, United States
government instrunmentalities or United States governnent sponsored
enterprises, and to repurchase agreenents fully collateralized by
direct obligations of the United States of America, United States
government agencies, United States governnent instrunentalities or
United States governnent sponsored enterprises, and the investnent
conpany or investnment trust takes delivery of such collateral for
t he repurchase agreenent, either directly or through an authorized
custodi an. The State Treasurer and the Executive Director of the
Depart ment of Finance and Adm ni stration shall review and approve
t he investnent conpanies and investnent trusts in which funds may
be invested * * *;

(viii) Interest-bearing bonds or notes which are
general obligations of any other state in the United States or of
any city or county therein, provided such city or county had a
popul ati on as shown by the federal census next preceding such
i nvestment of not |ess than twenty-five thousand (25, 000)

i nhabi tants and provided that such state, city or county has not
defaulted for a period longer than thirty (30) days in the paynent
of principal or interest on any of its general obligation

i ndebt edness during a period of ten (10) cal endar years

i mredi ately precedi ng such investnent;

(1x) Shares of stocks, common and/or preferred, of
corporations created by or existing under the laws of the United
States or any state, district or territory thereof; provided:

(A) The maxi muminvestnents in stocks shal
not exceed fifty percent (50% of the book value of the total
i nvestnment fund of the system

(B) The stock of such corporation shall

1. Be |listed on a national stock
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exchange, or
2. Be traded in the over-the-counter
mar ket, provided price quotations for such over-the-counter stocks
are quoted by the National Association of Securities Dealers
Aut omat ed Quot ati on Syst em ( NASDAQ) ;

(© The outstandi ng shares of such
corporation shall have a total market value of not less than Fifty
MIlion Dollars ($50,000,000.00);

(D) The amount of investnent in any one (1)
corporation shall not exceed three percent (3% of the book val ue
of the assets of the system and

(E) The shares of any one (1) corporation
owned by the system shall not exceed five percent (5% of that
corporation’s outstandi ng stock;

(x) Bonds rated Single A or better, stocks and
convertible securities of established non-United States conpani es,
whi ch conpanies are listed on only primary national stock
exchanges of foreign nations; and in foreign governnent securities
rated Single A or better by a recogni zed rating agency; provided
that the total book value of investnments under this paragraph
shall at no tine exceed twenty percent (20% of the total book
val ue of all investnents of the system The board may take
requi site action to effectuate or hedge such transactions through
forei gn banks, including the purchase and sale, transfer, exchange
or otherw se disposal of, and generally deal in foreign exchange
t hrough the use of foreign currency, interbank forward contracts,
futures contracts, options contracts, swaps and other rel ated
derivative instrunments, notw thstandi ng any ot her provisions of
this chapter to the contrary;

(xi) Covered call and put options on securities
traded on one or nore of the regul ated exchanges;

(xii) Institutional investnent trusts managed by a

corporate trustee or by a Securities and Exchange Comm ssion
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regi stered investnent advisory firmretained as an investnent

manager by the board of directors, and institutional class shares

of investnment conpanies and unit investnent trusts registered
under the Investnent Conpany Act of 1940 where such * * * funds or
shares are conprised of common or preferred stocks, bonds, noney
mar ket instruments or other investnents authorized under this

section. * * * Any investnent manager or nmanagers approved by the

board of directors shall invest such * * * funds or shares as a
fiduciary;
(xi1i) Pooled or conm ngled real estate funds or

real estate securities managed by a corporate trustee or by a
Securities and Exchange Comm ssion registered investnent advisory
firmretained as an investnent manager by the board of directors.
Such investnent in comm ngled funds or shares shall be held in
trust; provided that the total book val ue of investnents under
this paragraph shall at no tinme exceed five percent (5% of the
total book value of all investnents of the system Any investnent
manager approved by the board of directors shall invest such

comm ngl ed funds or shares as a fiduciary * * *;

(w Al investnments shall be acquired by the board at
prices not exceeding the prevailing market values for such
securities;

(x) Any limtations herein set forth shall be
applicable only at the tine of purchase and shall not require the
liquidation of any investnent at any tinme. Al investnents shal
be clearly marked to indicate ownership by the systemand to the
extent possible shall be registered in the nane of the system

(y) Subject to the above terns, conditions, limtations
and restrictions, the board shall have power to sell, assign,
transfer and di spose of any of the securities and investnents of
the system provided that the sale, assignnment or transfer has the
maj ority approval of the entire board. The board may enpl oy or

contract with investnment nanagers, evaluation services or other
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such services as determ ned by the board to be necessary for the
effective and efficient operation of the system

(z) Except as otherw se provided herein, no trustee and
no enpl oyee of the board shall have any direct or indirect
interest in the incone, gains or profits of any investnment made by
t he board, nor shall any such person receive any pay or enol unent
for his services in connection with any investnent nmade by the
board. No trustee or enployee of the board shall becone an
endorser or surety, or in any manner an obligor for noney | oaned
by or borrowed fromthe system

(aa) Al interest derived frominvestnents and any
gains fromthe sale or exchange of investnents shall be credited
by the board to the account of the system

(bb) To delegate responsibility for adm nistration of
t he conprehensive investnent plan to a consultant the board
determ nes to be qualified. Such consultant shall be conpensated
by the board. Directly or through such consultant, the board may
contract to provide such services as may be a part of the
conprehensi ve investnment plan or as nay be deenmed necessary or
proper by the board or such consultant, including, but not limted
to, providing consolidated billing, individual and collective
record keeping and accounting, and asset purchase, control and
saf ekeepi ng;

(cc) To annually prepare or cause to be prepared a
report setting forth in appropriate detail an accounting of the
fund and a description of the financial condition of the program
at the close of each fiscal year. Such report shall be submtted
to the Governor, the Lieutenant Governor, the President of the
Senate, the Speaker of the House of Representatives, and nenbers
of the Board of Trustees of State Institutions of Hi gher Learning,

the State Board for Comunity and Junior Colleges and the State

Board of Education on or before March 31 each year. In addition,

the board shall meke the report available to purchasers of advance
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paynent contracts. The board shall provide to the Board of
Trustees of State Institutions of Hi gher Learning and the State
Board for Community and Junior Col |l eges by March 31 each year
conpl ete advance paynent contract sales information including
proj ect ed postsecondary enrollnments of beneficiaries. The
accounts of the fund shall be subject to annual audits by the
State Auditor or his designee;

(dd) To solicit proposals for the marketing of the
M ssi ssi ppi Prepaid Affordable College Tuition Program The
entity designated pursuant to this paragraph shall serve as a
centralized marketing agent for the program and shall solely be
responsi ble for the marketing of the program Any naterials
produced for the purpose of marketing the progranms shall be
submtted to the board for review. No such materials shall be
made available to the public before the materials are approved by
the board. Any educational institution may distribute marketing
mat eri al s produced for the program however, all such materials
shal | have been approved by the board prior to distribution.
Nei t her the state nor the board shall be l|liable for
m srepresentati on of the program by a nmarketing agent; and

(ee) To establish other policies, procedures and
criteria necessary to inplenent and adm ni ster the provisions of
this chapter.

For efficient and effective admnistration of the program and
trust fund, the board may authorize the State of M ssissipp
Treasury Departnent and/or the State Treasurer to carry out any or
all of the powers and duties enunerated above.

SECTI ON 16. Section 27-7-15, M ssissippi Code of 1972, is
anended as foll ows: [ LH3]

27-7-15. (1) For the purposes of this article, except as
ot herwi se provided, the term"gross incone"” nmeans and includes the
i ncome of a taxpayer derived fromsal aries, wages, fees or

conpensation for service, of whatever kind and in whatever form

H B. No. 1262
00\ HRO3\ R1562
PAGE 24



796
797
798
799
800
801
802
803
804
805
806
807
808
809
810
811
812
813
814
815
816
817
818
819
820
821
822
823
824
825
826
827
828

pai d, including incone from governnental agencies and subdi vi sions
t hereof ; or from professions, vocations, trades, businesses,
commerce or sales, or renting or dealing in property, or

reacqui red property; also fromannuities, interest, rents,

di vi dends, securities, insurance pren ums, reinsurance preni umns,
consi derations for supplenental insurance contracts, or the
transaction of any business carried on for gain or profit, or
gains, or profits, and incone derived from any source whatever and
in whatever formpaid. The anount of all such itens of incone
shall be included in the gross inconme for the taxable year in

whi ch received by the taxpayer. The anount by which an eligible
enpl oyee's salary is reduced pursuant to a salary reduction
agreenent aut horized under Section 25-17-5 shall be excluded from
the term"gross incone” within the nmeaning of this article.

(2) In determning gross inconme for the purpose of this
section, the follow ng, under regul ations prescribed by the
commi ssi oner, shall be applicabl e:

(a) Dealers in property. Federal rules, regulations
and revenue procedures shall be followed with respect to
instal | ment sal es.

(b) Casual sales of property. Federal rules,
regul ati ons and revenue procedures shall be followed with respect
to install nent sales.

(1) The term"installnent sale" neans a
di sposition of property where at | east one (1) paynent is to be
received after the close of the taxable year in which the
di sposition occurs.

(ii) The term"installnment nmethod" neans a net hod
under which the incone recognized for any taxable year fromthe
di sposition is that proportion of the paynents received in that
year which the gross profit (realized or to be realized when
paynent is conpleted) bears to the total contract price.

(c) Reserves of insurance conpanies. |In the case of
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i nsurance conpani es, any anmounts in excess of the legally required
reserves shall be included as gross incone.

(d) Affiliated conpanies or persons. As regards sales,
exchanges or paynents for services fromone to another of
affiliated conpani es or persons or under other circunstances where
the rel ati on between the buyer and seller is such that gross
proceeds fromthe sale or the value of the exchange or the paynent
for services are not indicative of the true value of the subject
matter of the sale, exchange or paynment for services, the
commi ssi oner shall prescribe uniformand equitable rules for
determ ning the true value of the gross income, gross sales,
exchanges or paynent for services, or require consolidated returns
of affiliates.

(e) Alinony and separate mai ntenance paynents. The
federal rules, regulations and revenue procedures in determning
the deductibility and taxability of alinony paynments shall be
followed in this state.

(f) Reinbursenent for expenses of noving. There shal
be included in gross incone (as conpensation for services) any
anount received or accrued, directly or indirectly, by an
i ndi vidual as a paynent for or reinbursenent of expenses of noving
from one residence to another residence which is attributable to
enpl oynment or sel f-enpl oynent.

(3) In the case of taxpayers other than residents, gross
i ncome includes gross inconme fromsources within this state.

(4) The words "gross inconme"” do not include the follow ng
itens of income which shall be exenpt fromtaxation under this
article:

(a) The proceeds of life insurance policies and
contracts paid upon the death of the insured. However, the incone
fromthe proceeds of such policies or contracts shall be included
in the gross incone.

(b) The amount received by the insured as a return of
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prem um or prem uns paid by himunder |ife insurance policies,
endownent, or annuity contracts, either during the termor at
maturity or upon surrender of the contract.

(c) The value of property acquired by gift, bequest,
devi se or descent, but the income from such property shall be
i ncluded in the gross incone.

(d) Interest upon the obligations of the United States
or its possessions, or securities issued under the provisions of
t he Federal Farm Loan Act of July 17, 1916, or bonds issued by the
War Fi nance Corporation, or obligations of the State of
M ssi ssippi or political subdivisions thereof.

(e) The amounts received through accident or health
i nsurance as conpensation for personal injuries or sickness, plus
t he amount of any damages received for such injuries or such
sickness or injuries, or through the War Ri sk |Insurance Act, or
any law for the benefit or relief of injured or disabled nenbers
of the mlitary or naval forces of the United States.

(f) Incone received by any religious denom nation or by
any institution or trust for noral or nental inprovenents,
religious, Bible, tract, charitable, benevolent, fraternal,

m ssi onary, hospital, infirmary, educational, scientific,
literary, library, patriotic, historical or cemetery purposes or
for two (2) or nore of such purposes, if such inconme be used
exclusively for carrying out one or nore of such purposes.

(g) Incone received by a donmestic corporation which is
"taxable in another state" as this termis defined in this
article, derived from business activity conducted outside this
state. Donestic corporations taxable both within and w thout the
state shall determ ne M ssissippi incone on the sane basis as
provi ded for foreign corporations under the provisions of this
article.

(h) In case of insurance conpanies, there shall be

excl uded from gross income such portion of actual prem uns

H B. No. 1262
00\ HRO3\ R1562
PAGE 27



895
896
897
898
899
900
901
902
903
904
905
906
907
908
909
910
911
912
913
914
915
916
917
918
919
920
921
922
923
924
925
926
927

recei ved froman individual policyholder as is paid back or
credited to or treated as an abatenent of prem unms of such
pol i cyhol der within the taxable year.

(i) Incone fromdividends that has already borne a tax
as dividend incone under the provisions of this article, when such
di vi dends may be specifically identified in the possession of the
reci pi ent.

(j) Amounts paid by the United States to a person as
added conpensation for hazardous duty pay as a nenber of the Arned
Forces of the United States in a conbat zone designated by
Executive Order of the President of the United States.

(k) Amounts received as retirenent all owances,
pensi ons, annuities or optional retirenent allowances paid under
the federal Social Security Act, the Railroad Retirenent Act, the
Federal Civil Service Retirement Act, or any other retirenent
system of the United States governnent, retirenent allowances paid
under the M ssissippi Public Enployees' Retirenent System
M ssi ssi ppi Hi ghway Safety Patrol Retirenent System or any ot her
retirement systemof the State of M ssissippi or any political
subdi vi sion thereof. The exenption allowed under this paragraph
(k) shall be available to the spouse or other beneficiary at the
death of the primary retiree.

(1) Amounts received as retirenent all owances,
pensi ons, annuities or optional retirenent allowances paid by any
public or governnental retirenent system not designated in
subsection (k) or any private retirenent systemor plan of which
the recipient was a nenber at any tinme during the period of his
enpl oynment. Anpunts received as a distribution under a Roth
i ndi vidual retirement account shall be treated in the same manner
as provided under the Internal Revenue Code of 1986, as anended.
The exenption all owed under this paragraph (1) shall be avail abl e
to the spouse or other beneficiary at the death of the primary

retiree.
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(m Conpensation not to exceed the aggregate sum of
Fi ve Thousand Dol | ars ($5,000.00) for any taxable year received by
a menber of the National Guard or Reserve Forces of the United
States as paynent for inactive duty training, active duty training
and state active duty.

(n) Conpensation received for active service as a
menber bel ow t he grade of comm ssioned officer and so nmuch of the
conpensati on as does not exceed the aggregate sum of Five Hundred
Dol | ars ($500.00) per nmonth received for active service as a
conmi ssi oned officer in the Arned Forces of the United States for
any nonth during any part of which such nmenbers of the Arned
Forces (i) served in a conbat zone as designated by Executive
Order of the President of the United States; or (ii) was
hospitalized as a result of wounds, disease or injury incurred
whil e serving in such conbat zone.

(o) The proceeds received fromfederal and state
forestry incentives prograns.

(p) The anmount representing the difference between the
i ncrease of gross incone derived fromsales for export outside the
United States as conpared to the preceding tax year wherein gross
income fromexport sales was highest, and the net increase in
expenses attributable to such increased exports. |In the absence
of direct accounting the ratio of net profits to total sales may
be applied to the increase in export sales. This item(p) shal
only apply to businesses |ocated in this state engaging in the
i nternational export of M ssissippi goods and services. Such
goods or services shall have at least fifty percent (50% of value
added at a location in M ssissippi.

(q) Amounts paid by the federal governnment for the
construction of soil conservation systens as required by a
conservation plan adopted pursuant to 16 USCS 3801 et seq.

(r) The amount deposited in a nedical savings account,

and any interest accrued thereon, that is a part of a nedi cal
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savi ngs account program as specified in the Medical Savings
Account Act under Sections 71-9-1 through 71-9-9; provided,
however, that any anmount w thdrawn from such account for purposes
ot her than paying eligible nedical expense or to procure health
coverage, shall be included in gross incone.

(s) Amounts paid by the M ssissippi Soil and Water
Conservation Comm ssion fromthe M ssissippi Soil and Water
Cost-Share Program for the installation of water quality best
managenent practices.

(t) Dividends received by a holding corporation, as
defined in Section 27-13-1, froma subsidiary corporation, as
defined in Section 27-13-1.

(u) Interest, dividends, gains or incone of any kind on

any account in the M ssissippi Affordable Coll ege Savings Trust

fund, as established under House Bill No. , 2000 Requl ar

Session, to the extent that such anpbunts renmin on deposit in the

MACS Trust Fund or are withdrawn pursuant to a qualified

withdrawal , as defined in Section 3 of House Bill No. ., 2000

Regul ar Sessi on.

(v) Interest, dividends or gains accruing on the

paynents nade pursuant to a prepaid tuition contract, as provided

for in Section 37-155-17.

(5) Prisoners of war, mssing in action-taxabl e status.

(a) Menbers of the Arned Forces. G oss inconme does not
i ncl ude conpensation received for active service as a nmenber of
the Arned Forces of the United States for any nonth during any
part of which such nenber is in a mssing status, as defined in
par agraph (d) of this subsection, during the Vietnam Conflict as a
result of such conflict.

(b) GCvilian enployees. &Goss incone does not include
conpensati on received for active service as an enpl oyee for any
nmont h during any part of which such enployee is in a m ssing

status during the Vietnam Conflict as a result of such conflict.
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(c) Period of conflict. For the purpose of this
subsection, the Vietnam Conflict began February 28, 1961, and ends
on the date designated by the President by Executive Order as the
date of the term nation of conbatant activities in Vietnam For
t he purpose of this subsection, an individual is in a m ssing
status as a result of the Vietnam Conflict if inmediately before
such status began he was perform ng service in Vietnam or was
perform ng service in Southeast Asia in direct support of mlitary
operations in Vietnam "Southeast Asia" as used in this paragraph
is defined to include Canbodi a, Laos, Thailand and waters adjacent
t her et o.

(d) "Mssing status” neans the status of an enpl oyee or
menber of the Arned Forces who is in active service and is
officially carried or deternmined to be absent in a status of (i)
mssing; (ii) mssing in action; (iii) interned in a foreign
country; (iv) captured, bel eaguered or besieged by a hostile
force; or (v) detained in a foreign country against his wll; but
does not include the status of an enpl oyee or nenber of the Arned
Forces for a period during which he is officially determi ned to be
absent fromhis post of duty w thout authority.

(e) "Active service" nmeans active federal service by an
enpl oyee or nenber of the Arnmed Forces of the United States in an
active duty status.

(f) "Enployee" neans one who is a citizen or nationa
of the United States or an alien admtted to the United States for
per manent residence and is a resident of the State of M ssissipp
and is enployed in or under a federal executive agency or
departnment of the Armed Forces.

(g) "Conpensation"” neans (i) basic pay; (ii) special
pay; (iii) incentive pay; (iv) basic allowance for quarters; (V)
basi c al |l owance for subsistence; and (vi) station per diem
al | omances for not nore than ninety (90) days.

(h) If refund or credit of any overpaynment of tax for
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any taxabl e year resulting fromthe application of subsection (5)
of this section is prevented by the operation of any law or rule
of law, such refund or credit of such overpaynent of tax may,
neverthel ess, be made or allowed if claimtherefor is filed with
the State Tax Comm ssion within three (3) years after the date of
t he enactnment of this subsection.

(i) The provisions of this subsection shall be

effective for taxable years ending on or after February 28, 1961

(6) A shareholder of an S corporation, as defined in Section
27-8-3(1)(g), shall take into account the inconme, |oss, deduction
or credit of the S corporation only to the extent provided in
Section 27-8-7(2).

SECTION 17. Section 27-7-17, M ssissippi Code of 1972, is
anended as foll ows:[LH4]

27-7-17. In conputing taxable inconme, there shall be all owed
as deducti ons:

(1) Business deductions.

(a) Business expenses. All the ordinary and necessary
expenses paid or incurred during the taxable year in carrying on
any trade or business, including a reasonable allowance for
sal aries or other conpensation for personal services actually
render ed; nonrei nbursable traveling expenses incident to current
enpl oynent, including a reasonabl e anobunt expended for neal s and
| odgi ng while away fromhome in the pursuit of a trade or
busi ness; and rentals or other paynents required to be nade as a
condition of the continued use or possession, for purposes of the
trade or business of property to which the taxpayer has not taken
or is not taking title or in which he had no equity. Expense
incurred in connection with earning and distributing nontaxable
incone is not an allowable deduction. Limtations on
entertai nment expenses shall conformto the provisions of the
I nternal Revenue Code of 1986

(b) Interest. Al interest paid or accrued during the
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t axabl e year on busi ness i ndebt edness, except interest upon the
i ndebt edness for the purchase of tax-free bonds, or any stocks,
t he dividends from which are nontaxabl e under the provisions of
this article; provided, however, in the case of securities
deal ers, interest paynents or accruals on | oans, the proceeds of
whi ch are used to purchase tax-exenpt securities, shall be
deductible if incone fromotherw se tax-free securities is
reported as incone. Investnent interest expense shall be limted
to investnment income. Interest expense incurred for the purchase
of treasury stock, to pay dividends, or incurred as a result of an
undercapitalized affiliated corporation nay not be deducted unl ess
an ordinary and necessary busi ness purpose can be established to
the satisfaction of the comm ssioner. For the purposes of this
par agr aph, the phrase "interest upon the indebtedness for the
purchase of tax-free bonds"” applies only to the indebtedness
incurred for the purpose of directly purchasing tax-free bonds and
does not apply to any other indebtedness incurred in the regular
course of the taxpayer's business. Any corporation, association,
organi zation or other entity taxable under Section 27-7-23(c)
shall allocate interest expense as provided in Section
27-7-23(c)(4)(H

(c) Taxes. Taxes paid or accrued within the taxable
year, except state and federal incone taxes, excise taxes based on
or neasured by net incone, estate and inheritance taxes, gift
taxes, cigar and cigarette taxes, gasoline taxes, and sales and
use taxes unless incurred as an item of expense in a trade or
busi ness or in the production of taxable incone. 1In the case of
an individual, taxes permtted as an item zed deducti on under the
provi sions of subsection (2)(a) of this section are to be clai ned
t her eunder .

(d) Business | osses.

(1) Losses sustained during the taxable year not

conpensated for by insurance or otherwise, if incurred in trade or
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busi ness, or nonbusi ness transactions entered into for profit.
(i) Limtations on |losses from passive activities

and rental real estate shall conformto the provisions of the
I nternal Revenue Code of 1986

(e) Bad debts. Losses from debts ascertained to be
wort hl ess and charged off during the taxable year, if sustained in
t he conduct of the regular trade or business of the taxpayer;
provi ded, that such | osses shall be allowed only when the taxpayer
has reported as incone, on the accrual basis, the anpunt of such
debt or account.

(f) Depreciation. A reasonable allowance for
exhaustion, wear and tear of property used in the trade or
busi ness, or rental property, and depreciation upon buil di ngs
based upon their reasonable value as of March 16, 1912, if
acquired prior thereto, and upon cost if acquired subsequent to
t hat date.

(g) Depletion. 1In the case of mnes, oil and gas
wel I's, other natural deposits and tinber, a reasonable all owance
for depletion and for depreciation of inprovenents, based upon
cost, including cost of devel opnent, not otherw se deducted, or
fair market value as of March 16, 1912, if acquired prior to that
date, such all owance to be nade upon regul ati ons prescribed by the
commi ssioner, with the approval of the Governor.

(h) Contributions or gifts. Except as otherw se
provi ded in subsection (2)(a) of this section for individuals,
contributions or gifts nade by corporations within the taxable
year to corporations, organizations, associations or institutions,
i ncludi ng Community Chest funds, foundations and trusts created
solely and exclusively for religious, charitable, scientific or
educati onal purposes, or for the prevention of cruelty to children
or animals, no part of the net earnings of which inure to the
benefit of any private stockhol der or individual. This deduction

shall be allowed in an anmount not to exceed twenty percent (20%
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of the net inconme. Such contributions or gifts shall be allowable

as deductions only if verified under rules and regul ati ons

prescri bed by the conm ssioner, with the approval of the Governor.
Contributions made in any formother than cash shall be all owed

as a deduction, subject to the Iimtations herein provided, in an

anount equal to the actual market value of the contributions at

the tine the contribution is actually made and consumat ed.

(1) Reserve funds - insurance conpanies. In the case
of insurance conpanies the net additions required by |law to be
made within the taxable year to reserve funds when such reserve
funds are namintained for the purpose of liquidating policies at
maturity.

(j) Annuity income. The suns, other than dividends,
paid within the taxpayer year on policy or annuity contracts when
such income has been included in gross incone.

(k) Contributions to enpl oyee pension pl ans.

Contri butions made by an enpl oyer to a plan or a trust formng
part of a pension plan, stock bonus plan, disability or

deat h-benefit plan, or profit-sharing plan of such enpl oyer for

t he exclusive benefit of some or all of his, their, or its

enpl oyees, or their beneficiaries, shall be deductible fromhis,
their, or its inconme only to the extent that, and for the taxable
year in which, the contribution is deductible for federal incone
tax purposes under the Internal Revenue Code of 1986 and any ot her
provisions of simlar purport in the Internal Revenue Laws of the
United States, and the rules, regulations, rulings and

determ nati ons promnul gated t hereunder, provided that:

(i) The plan or trust be irrevocabl e.

(i1i) The plan or trust constitute a part of a
pensi on plan, stock bonus plan, disability or death-benefit plan,
or profit-sharing plan for the exclusive benefit of some or all of
t he enpl oyer's enpl oyees and/or officers, or their beneficiaries,

for the purpose of distributing the corpus and i ncone of the plan
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or trust to such enpl oyees and/or officers, or their
benefi ci ari es.

(tii) No part of the corpus or incone of the plan
or trust can be used for purposes other than for the exclusive
benefit of enployees and/or officers, or their beneficiaries.

Contributions to all plans or to all trusts of real or
personal property (or real and personal property conbined) or to
i nsured plans created under a retirenment plan for which provision
has been nmade under the laws of the United States of Anmerica,
maki ng such contributions deductible frominconme for federal
i ncome tax purposes, shall be deductible only to the same extent
under the Incone Tax Laws of the State of M ssissippi.

(1) Net operating |oss carrybacks and carryovers. A
net operating |loss for any taxable year ending after Decenber 31,
1993, and taxable years thereafter, shall be a net operating |oss
carryback to each of the three (3) taxable years preceding the
taxabl e year of the loss. |If the net operating |loss for any
taxabl e year is not exhausted by carrybacks to the three (3)
t axabl e years preceding the taxable year of the |oss, then there
shall be a net operating |oss carryover to each of the fifteen
(15) taxable years followi ng the taxable year of the |oss
begi nning with any taxable year after Decenber 31, 1991.

For any taxable year ending after Decenber 31, 1997, the
period for net operating | oss carrybacks and net operating | oss
carryovers shall be the sane as those established by the Internal
Revenue Code and the rules, regulations, rulings and
determ nati ons pronul gated thereunder.

The term "net operating loss,” for the purposes of this
par agr aph, shall be the excess of the deductions allowed over the
gross incone; provided, however, the follow ng deductions shal
not be allowed in conputing sane:
(1) No net operating |oss deduction shall be

al | owed.
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(i1i) No personal exenption deduction shall be
al | owed.

(tii) Al owabl e deductions which are not
attributable to taxpayer's trade or business shall be allowed only
to the extent of the amount of gross incone not derived from such
trade or business.

Any taxpayer entitled to a carryback period as provided by
this paragraph may elect to relinquish the entire carryback period
with respect to a net operating |oss for any taxable year ending
after Decenber 31, 1991. The election shall be nade in the manner
prescri bed by the State Tax Comm ssion and shall be made by the
due date, including extensions of tine, for filing the taxpayer's
return for the taxable year of the net operating |oss for which
the election is to be in effect. The election, once made for any
t axabl e year, shall be irrevocable for that taxable year.

(m Anortization of pollution or environnmental control
facilities.

Al | owance of deduction. Every taxpayer, at his election,
shall be entitled to a deduction for pollution or environnental
control facilities to the same extent as that all owed under the
| nternal Revenue Code and the rules, regulations, rulings and
determ nati ons pronul gated thereunder.

(n) Dividend distributions - investnent trusts.
Di vidends distributed by an investnment trust defined in Section
79-15-3, if the dividend distributions neet the requirenments of
Section 857 or are otherw se deductible under Section 858 or 860,
federal Internal Revenue Code of 1986, as anended. The deductions
allowed in this paragraph shall be effective for the 1985 taxabl e
year of the investnent trust and for each taxabl e year thereafter.

(0) Contributions to Coll ege Savings Trust Fund

Accounts Contributions or paynents to a M ssissippi Affordable

Col | ege Savi ngs Program account are deducti bl e as provi ded under

Section 7, House Bill No. . 2000 Requl ar Sessi on. Paynment s
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made under a prepaid tuition contract entered into under the

M ssi ssippi Prepaid Affordable College Tuition Program are

deducti bl e as provided under Section 37-155-17.

(2) Individual nonbusiness deducti ons.

(a) The amount all owabl e for individual nonbusiness
item zed deductions for federal inconme tax purposes, except the
deduction for state incone taxes paid, where the individual is
eligible to elect, for the taxable year, to item ze deductions on
his federal return; or

(b) In lieu of the individual nonbusiness item zed
deductions authorized in paragraph (a), for all purposes other
than ordi nary and necessary expenses paid or incurred during the
taxabl e year in carrying on any trade or business, an optional
standard deduction of:

(1) Three Thousand Four Hundred Dol l ars
(%3, 400. 00) through cal endar year 1997, Four Thousand Two Hundred
Dol | ars ($4, 200.00) for the cal endar year 1998 and Four Thousand
Si x Hundred Dol | ars ($4,600.00) for each cal endar year thereafter
in the case of married individuals filing a joint or conbined
return;

(1i) One Thousand Seven Hundred Dol |l ars
(%1, 700. 00) through cal endar year 1997, Two Thousand One Hundred
Dol  ars ($2,100.00) for the cal endar year 1998 and Two Thousand
Three Hundred Dol l ars ($2,300.00) for each cal endar year
thereafter in the case of nmarried individuals filing separate
returns;

(ti1) Three Thousand Four Hundred Dol l ars
($3,400.00) in the case of a head of famly; or

(tv) Two Thousand Three Hundred Dol |l ars
(%$2,300.00) in the case of an individual who is not marri ed.

In the case of a husband and wife living together, having

separate incones, and filing conbined returns, the standard

deduction authorized may be divided in any manner they choose. In
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the case of separate returns by a husband and wife, the standard
deduction shall not be allowed to either if the taxable incone of
one of the spouses is determ ned without regard to the standard
deducti on.

(c) A nonresident individual shall be allowed the sane
i ndi vi dual nonbusi ness deductions as are authorized for resident
i ndi vidual s in paragraph (a) or (b) of this subsection; however,
the nonresident individual is entitled only to that proportion of
t he individual nonbusiness deductions as his net incone from
sources within the State of M ssissippi bears to his total or
entire net incone fromall sources.

(3) Nothing in this section shall permt the sanme itemto be
deducted nore than once, either in fact or in effect.

SECTI ON 18. Section 27-7-18, M ssissippi Code of 1972, is
anended as foll ows:[LH5]

27-7-18. (1) Alinony paynents. In the case of a person
described in Section 27-7-15(2)(e), there shall be allowed as a
deduction fromgross incone anounts paid as periodic paynents to
the extent of such anmounts as are includible in the gross incone
of the spouse as provided in Section 27-7-15(2)(e), paynent of
which is made within the person's taxable year.

(2) Unreinbursed noving expenses incurred after Decenber 31,
1994, are deductible as an adjustnent to gross incone in
accordance with provisions of the United States Internal Revenue
Code, and rules, regulations and revenue procedures thereunder
relating to noving expenses, not in direct conflict with the
provi sions of the M ssissippi |Income Tax Law.

(3) Anmounts paid after Decenber 31, 1998, by a self-enpl oyed
i ndi vidual for insurance which constitute nmedical care for the
t axpayer, his spouse and dependents, are deductible as an
adj ustnment to gross inconme in accordance with provisions of the
United States Internal Revenue Code, and rules, regulations and

revenue procedures thereunder relating to such paynents, not in
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direct conflict with the provisions of the M ssissippi |Inconme Tax
Law.

(4) Contributions or paynents to a M ssissippi Affordable

Col | ege Savi ngs (MACS) Program account are deductible from gross

i ncone as provided in Section 7, House Bill No. , 2000 Requl ar

Sessi on. Paynments nmade under a prepaid tuition contract entered

into under the M ssissippi Prepaid Affordable Coll ege Tuition

Program are deductible as provided in Section 37-155-17.

SECTION 19. Section 75-71-113, M ssissippi Code of 1972, is
amended as foll ows:

75-71-113. The Secretary of State, by rule or order, may
require the filing of any prospectus, panphlet, circular, form
letter, advertisenment, or other sales literature or advertising
conmuni cation addressed or intended for distribution to
prospective investors, including clients or prospective clients of
an investnment adviser, unless the security or transaction is

exenpted under Article 3 of this chapter or Section 8 of House

Bill No. ., 2000 Requl ar Session, or is a federal covered

security.

SECTI ON 20. Section 75-71-401, M ssissippi Code of 1972, is
amended as foll ows:

75-71-401. Except as provided for in Section 75-71-109(a),
it is unlawful for any person to offer or sell any security in the
State of Mssissippi unless: (1) it is registered under this

chapter or Section 8 of House Bill No. , 2000 Requl ar Sessi on;

(2) the security or transaction is exenpted under Article 3 of
this chapter, or (3) it is a federal covered security.

SECTION 21. Sections 1 through 13 of this act shall be
codified as a separate article in Chapter 155, Title 37,
M ssi ssi ppi Code of 1972.

SECTION 22. Nothing in this act shall affect or defeat any
claim assessnent, appeal, suit, right or cause of action for

t axes due or accrued under the incone tax | aws before the date on
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whi ch Sections 16 through 18 of this act beconme effective, whether
such clains, assessnents, appeals, suits or actions have been
begun before the date on which Sections 16 through 18 of this act
beconme effective or are begun thereafter; and the provisions of
the incone tax |laws are expressly continued in full force, effect
and operation for the purpose of the assessnent, collection and
enroll ment of liens for any taxes due or accrued and the execution
of any warrant under such |laws before the date on which Sections
16 through 18 of this act beconme effective, and for the inposition
of any penalties, forfeitures or clainms for failure to conply with
such | aws.
SECTI ON 23. Sections 1 through 15 and 19 through 23 of this

act shall take effect and be in force fromand after July 1, 2000.
Sections 16 through 18 of this act shall take effect and be in

force fromand after January 1, 2000.
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