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Senat or (s) Hewes, M chel To: Business and Fi nanci al
I nstitutions

SENATE BI LL NO. 2605

AN ACT TO AMEND SECTI ONS 73-35-103 AND 73-35-105, M SSI SS| PP
CODE OF 1972, TO PROVI DE THAT | NTEREST EARNED ON REAL ESTATE
BROKERS' ESCROW ACCOUNTS SHALL BE MADE PAYABLE TO THE M SSI SSI PP
HOUSI NG OPPORTUNI TY FOUNDATI ON, TO PROVI DE THE PURPOSES FOR VHI CH
THE | NTEREST EARNI NGS MAY BE EXPENDED; AND FOR RELATED PURPOSES.

BE I T ENACTED BY THE LEGQ SLATURE OF THE STATE OF M SSI SSI PPI

SECTION 1. Section 73-35-103, M ssissippi Code of 1972, is
amended as foll ows:

73-35-103. As used in Sections 73-35-101 t hrough 73-35-105,
the following terns shall have the neani ngs ascri bed herein unless
the context clearly indicates otherw se:

(a) "Real estate broker™ or "broker" neans an
i ndi vi dual, partnership or corporation |licensed pursuant to
Section 73-35-1 et seq., and as defined under Section 73-35-3(1).
(b) "I REBEA" neans the program created and governed by
Sections 73-35-101 through 73-35-105.
(c) "Interest earnings" neans the total interest
earni ngs generated by the | REBEA at each individual financial
institution.

(d) "M ssissippi Housing Opportunity Foundati on” neans

the 501(c)(3) organi zation created by the M ssissippi Associ ation

of Realtors and the M ssissippi Bankers Association for the

pur pose of increasing the supply of affordable housing in

M ssi ssi ppi and encour agi ng homeowner shi p anong | ow and m ddl e

i ncome wage earners with funds generated via the | REBEA program

SECTION 2. Section 73-35-105, M ssissippi Code of 1972, is

anended as foll ows:
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73-35-105. (1) The I REBEA program shall be a voluntary
program based upon willing participation by real estate brokers,
whet her proprietorships, partnerships or professional
cor porati ons.

(2) |IREBEA shall apply to all clients or custoners of the
participating brokers whose funds on deposit are either nomnal in
anount or to be held for a short period of tine.

(3) The followi ng principles shall apply to clients' or
custoners' funds which are held by brokers who elect to
participate in | REBEA

(a) No earnings on the I REBEA accounts nay be made
available to or utilized by a broker.

(b) Upon the request of the client or custoner,
earni ngs may be nade available to the client whenever possible
upon deposited funds which are neither nomnal in anmount nor to be
held for a short period of tine; however, traditional
broker-client or broker-custoner relationships do not conpel
brokers either to invest clients' or custonmers' funds or to advise
clients or custoners to nmake their funds productive.

(c) dients' or custoners' funds which are nomnal in
anmopunt or to be held for a short period of tinme shall be retained
in an interest bearing checking or savings trust account with the
interest, |ess any service charge or fees, nade payable at |east

quarterly to the M ssissippi Housi ng Opportunity Foundati on Fund

as required in subsection (6).
(d) The broker shall select in witing that the

M ssi ssi ppi  Housi ng Opportunity Foundation shall be the

beneficiary of the fund for the interest earnings on the fund.

(e) The determ nation of whether clients' or custoners'
funds are nomnal in amount or to be held for a short period of
tinme rests in the sound judgnent of each broker, and no charge of
ethical inpropriety or other breach of professional conduct shal

attend a broker's exercise of judgnent in that regard.
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(f) Notification to clients or customers whose funds
are nomnal in anmobunt or to be held for a short period of tinme is
unnecessary for those brokers who choose to participate in the
program Participation in the | REBEA programis acconplished by
the broker's witten notification to an authorized financi al
institution. That communi cation shall contain an expression of
the broker's desire to participate in the programand, if the
institution has not already received appropriate notification,
advice regarding the Internal Revenue Service's approval of the

taxability of earned interest or dividends to the M ssissipp

Housi ng Opportunity Foundati on Fund.

(4) The followi ng principles shall apply to those clients
or custoners' funds held in trust accounts by brokers who el ect
not to participate in | REBEA

(a) No earnings fromthe funds may be nmade available to
any broker.

(b) Upon the request of a client or custoner, earnings
may be made available to the client or custoner whenever possible
upon deposited funds which are neither nomnal in anmount nor to be
held for a short period of time; however, traditional
broker-client or broker-custoner relationships do not conpel
brokers either to invest clients' or custonmers' funds or to advise
clients or custoners to nmake their funds productive.

(c) dients' or custoners' funds which are nomnal in
amopunt or to be held for short periods of tine, and for which
i ndi vi dual income generation allocation is not arranged with a
financial institution, shall be retained in a noninterest-bearing
demand trust account.

(d) The determ nation of whether clients' or custoners'
funds are nomnal in amount or to be held for a short period of
tinme rests in the sound judgnent of each broker, and no charge of
ethical inpropriety or other breach of professional conduct shal

attend a broker's exercise of judgnent in that regard.

S. B. No. 2605 *SS02/R918*
04/ SS02/ R918
PAGE 3



94

95

96

97

98

99
100
101
102
103
104
105
106
107
108
109
110
111
112
113
114
115
116
117
118
119
120
121
122
123
124
125
126

(5) Interest earnings fromthe M ssissippi Housing

Opportunity Foundation Fund shall be expended solely for the

foll ow ng purposes when all owed under Section 501(c)(3) of the
I nternal Revenue Code:

(a) To increase affordabl e housing opportunities in

M ssi ssippi by all necessary and proper neans;

(b) To pronote the availability of affordable,

adequate, safe and decent housing to the citizens of the State of

M ssi ssi ppi ;

(c) To support education and research in housing

i ssues, problens and opportunities;

(d) To provide technical assistance to groups seeking

to deal with housing i ssues and needs;

(e) To engage in activities intended to enhance the

ability of Mssissippi citizens to secure housing;

(f) To provide financial resources to organizations

t hat encourage honeownershi p opportunities for noderate, |ow and

very low incone individuals and fam|lies; however, interest

earnings fromthe M ssissippi Housing Qoportunity Foundati on Fund

shall not be used to provide or supplenent any down paynent which

exceeds twenty percent (20% of the value of the house, nor to

assi st in the purchase of any house the val ue of which exceeds One

Hundred Thousand Dol |l ars ($100, 000. 00) .

(6) Al funds received fromthe | REBEA program shall be

deposited with the M ssissippi Housing Opportunity Foundation Fund

quarterly. A separate accounting shall be nade annually for al
funds received. Only interest earnings fromthe corpus nay be
spent for the purposes in subsection (5) above.

(7) The program aut horized in subsection (5) and the budget
therefor shall be approved by a board of directors * * *. The
board shall consist of four (4) representatives appointed by the

M ssi ssi ppi Associ ation of Realtors and three (3) appointed by the

M ssi ssi ppi Bankers Associ ati on.
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127 (8) The M ssissippi Real Estate Comm ssion shall adopt

128 appropriate and necessary rules in conpliance with the provisions
129 of Sections 73-35-101 through 73-35-105.

130 SECTION 3. This act shall take effect and be in force from
131 and after July 1, 2004.
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