M SSI SSI PPl LEQ SLATURE REGULAR SESSI ON 2004

By:

OCO~NOUITRAWNE

Senat or (s) Robertson To:  Appropriations

SENATE BI LL NO. 3092

AN ACT TO PROVI DE AN | NCOMVE OR FRANCHI SE TAX CREDI T TO ANY
PERSON WHO MAKES CONTRI BUTI ONS TO A NONPROFI T EDUCATI ONAL
ASSI STANCE ORGANI ZATI ON THAT PROVI DES SCHOLARSHI PS FOR LOW | NCOVE
STUDENTS TO ATTEND QUALI FI ED SCHOOLS | N AN AMOUNT EQUAL TO 70% OF
THE AMOUNT THE TAXPAYER CONTRI BUTED DURI NG THE TAXABLE YEAR FOR
VH CH THE CREDI T IS BEI NG CLAI MED;, TO PROVI DE THAT THE AMOUNT OF
THE TAX CREDI T MAY NOT EXCEED THE TAXPAYER S STATE TAX LI ABI LI TY
FOR THE TAXABLE YEAR IN WHICH THE CREDIT IS CLAI MED;, TO PROVI DE
THAT ANY UNUSED CREDI T MAY BE CARRI ED FORWARD TO ANY OF THE FOUR
SUBSEQUENT TAXABLE YEARS; TO PROVI DE THE M NI MUM AMOUNT THAT MAY
BE CONTRI BUTED I N ORDER TO RECEI VE THE CREDI T; TO PROVI DE THAT THE
CUMULATI VE AMOUNT OF THE TAX CREDI T THAT MAY BE ALLOCATED TO ALL
TAXPAYERS | N ANY ONE FI SCAL YEAR MAY NOT EXCEED $10, 000, 000. 00; TO
REQUI RE THE CHAI RMAN OF THE STATE TAX COW SSI ON TO DETERM NE
ANNUALLY VH CH ORGANI ZATI ONS MAY BE CLASSI FI ED AS NONPROFI T
EDUCATI ONAL ASSI STANCE ORGANI ZATI ONS; TO PROVI DE THE CRI TERI A FOR
QUALI FI CATI ON AS A NONPRCOFI T EDUCATI ONAL ASSI STANCE ORGANI ZATI ON,
TO PROVI DE WHAT SCHOLARSHI P MONEY GRANTED BY NONPROFI T EDUCATI ONAL
ASSI STANCE ORGANI ZATI ONS MAY BE UTI LI ZED TO COVER, TO LIM T THE
AMOUNT OF SUCH SCHOLARSHI PS; TO AUTHORI ZE A CERTAI N AMOUNT OF THE
QUALI FYI NG CONTRI BUTI ONS TO BE UTI LI ZED TO ASSI ST LOW | NCOVE
STUDENTS WHO ATTEND PUBLI C SCHOOLS TO DEFRAY CERTAI N COSTS; TO
AUTHORI ZE THE CHAI RVAN OF THE STATE TAX COWM SSI ON TO ENTER | NTO
CONTRACTS W TH DESI GNATED NONPROFI T ORGANI ZATI ONS FOR THE PURPGOSE
OF ADM NI STERI NG THE CREDI T; AND FOR RELATED PURPOSES.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF M SSI SSI PPI
SECTION 1. (1) As used in this section:

(a) "Administrator"” nmeans the adm nistrator of the
desi gnat ed nonprofit oversight organization;

(b) "Designated nonprofit oversight organization" neans
a charitable organization in this state that is exenpt from
federal taxation pursuant to the Internal Revenue Code, as
anended, designated to certify nonprofit educational assistance
organi zati ons, approve applications for the tax credit allowed by
this section, and coordinate with the Chairman of the State Tax
Commi ssion in adm nistering the tax credit allowed by this

section;
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(c) "Chairman" neans the Chairman of the State Tax
Comm ssi on;

(d) "Incone eligible student” neans el enentary or
secondary school student whose parents' or guardians' incone iS no
nore than one hundred seventy-five percent (175% of the |evel
that woul d nake the student eligible for a free or reduced price
school lunch pursuant to the National School Lunch Act;

(e) "Nonprofit educational assistance organization"
means a charitable organization in this state that is exenpt from
federal taxation pursuant to the Internal Revenue Code, as
anended, is certified by the chairman, and that allocates at | east
ninety percent (90% of its annual revenue derived from
contributions for which credit is claimed pursuant to this section
for educational assistance. The term "nonprofit educational
assi stance organi zati on" does not include an organi zation that
only provides schol arships to students of a particular school;

(f) "Qualified school" nmeans any accredited el enentary
or secondary school situated in this state which a child may
attend to satisfy the requirenents;

(g "Qualified student"” neans an incone eligible
student who in the previous school year was enrolled in a public
school or who had received a scholarship as a qualified student
and is not enrolled in a public school in the year in which the
nonprofit educational assistance organization is providing a
scholarship to that student. The termshall include all incone
el i gi bl e ki ndergarten students;

(h) "Qualifying contribution” neans a donation of cash,
stock, bonds or other marketable securities for purposes of
claimng a tax credit pursuant to this section;

(1) "State tax liability" neans any liability incurred
by a taxpayer pursuant to Chapters 7 and 13, Title 27, M ssissipp
Code of 1972,
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(j) "Taypayer" shall have the neaning ascribed to such
termin Section 27-7-3 or a corporation, association or joint
stock conpany subject to the franchise tax inposed by Chapter 13,
Title 27, M ssissippi Code of 1972;

(2) For all tax years beginning on or after January 1, 2004,
any taxpayer who nakes contributions to a nonprofit educati onal
assi stance organi zation may claima credit against the tax inposed
pursuant to Chapters 7 and 13, Title 27, M ssissippi Code of 1972,
in an anount equal to seventy percent (70% of the anpbunt the
t axpayer contributed during the taxable year for which the credit
is clained; however, no taxpayer shall claima credit pursuant to
this section for any contribution made by the taxpayer, or agent
of the taxpayer, on behalf of the taxpayer's dependent, or in the
case of a business taxpayer, on behalf of a dependent of an agent
of the business. Any anount of contribution subtracted from
federal adjusted gross incone or federal taxable incone shall be
added back in the determ nation of M ssissippi taxable incone
before the credit can be cl ai ned.

(3) The anobunt of the tax credit clainmed shall not exceed
the anmount of the taxpayer's state tax liability for the taxable
year for which the credit is clainmed. Any unused anount of the
credit may be carried forward to any of the four (4) subsequent
taxabl e years. No taxpayer shall claima credit pursuant to this
section unless the amount contributed to a nonprofit educational
assi stance organi zation is Two Hundred Dol lars ($200.00) or nore.

(4) The curul ative anmount of tax credits which may be
allocated to all taxpayers contributing to a nonprofit educati onal
assi stance organi zation in any one (1) fiscal year shall not
exceed Ten MIlion Dollars ($10, 000, 000.00). The chairman, with
the assistance of the admnistrator, shall establish a procedure
by which, fromthe beginning of the fiscal year until sone point
intinme later in the fiscal year to be determ ned by the chairnman,

the cunul ative anmount of tax credits are apportioned anong al
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nonprofit educational assistance organi zations. To the maxi num
extent possible, the chairman shall establish the procedure
described in this subsection in such a manner so as to ensure that
taxpayers can claimall the tax credits possible up to the
cunul ative anount of tax credits available for the fiscal year.
The chairman shall certify to the organi zations the anmount of
eligible tax credits that can be taken by the organizations.

(5) The chairman shall determ ne, at |east annually, which
organi zations in this state may be classified as nonprofit
educati onal assistance organizations. The chairman may require a
charity seeking classification as a nonprofit educati onal
assi stance organi zation to provide any information reasonably
necessary to make such a determ nation. The chairman shal
classify an organi zation as a nonprofit educational assistance
organi zation if the organization qualifies as a nonprofit
educati onal assistance organi zation as provided in this section.

To qualify as a nonprofit educational assistance
organi zation, the organization shall neet the foll ow ng
condi tions:

(a) (i) At |east seventy percent (70% of al
qualifying contributions it receives during any given state fiscal
year are allocated for the purpose of providing scholarships to
any qualified student who attends a qualified school, and the
organi zation gives priority in awardi ng schol arships to those
students who denonstrate the greatest need for such schol arshi ps,
as defined by:

(1) Children of inmates;

(2) Children attending a school or residing
in a school district that fails to neet a Level IIl, IV or V
accreditation level (priority schools); or

(3) Children residing within the boundaries
of schools targeted for inprovenent under the No Child Left Behind

Act of 2001 pursuant to public law 107-110. Schol arshi p noney nay
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be used to cover applicable tuition, transportation, textbooks,
supplies and other rel ated educational or extracurricular
expenses.

(ii) Any qualifying contributions not required to be
allocated in accordance with this paragraph may be used to provide
schol arshi ps for incone eligible students who attend qualified
school s or may be used for the purposes set forth in paragraph (c)
of this subsection;

(b) It does not provide any scholarship to any
qualified student for a single school year that exceeds Three
Thousand Ei ght Hundred Dol l ars ($3,800.00), which anount shal
annual ly be increased for inflation based on increases in the
Consuner Price Index rounded to the nearest Fifty Dollar ($50.00)
i ncrenent, except that the nonprofit educational assistance
organi zati on may award schol arships to children with disabilities
who are age three (3) or older in any anount that is substantially
conparable to the anpbunt the state would have paid for such child,
and except that schol arships may be awarded in anounts in excess
of the [imtation if the increased anount of the scholarships is
offset by a reduction in the nonetary anount of the schol arshi ps
provi ded by the nonprofit educational assistance organization to
nonqual i fying students. To qualify for a schol arship, children
with disabilities are not required to neet the incone eligible
student definition if the disabled child s parents or guardi ans
have unrei nbursed nedi cal expenses in excess of seven and one-half
percent (7 1/2% of federal adjusted gross incong;

(c) The organization nay allocate up to thirty percent
(309 of any qualifying contributions it receives during any state
fiscal year that are not required to be allocated pursuant to
paragraphs (a) and (b) of this subsection to directly assist any
i ncone eligible student who attends a public school in defraying
the costs of private instructional assistance, including any

related private educational supplies; for transportation to any
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public school to the extent that such transportation is not paid
for by a school district or the state; for offsetting fees for
out - of - school prograns; for apprenticeship prograns; for
schol arshi p assi stance for dropouts to pursue a GED or its
equi valent; for grants for public school academ c or
extracurricular prograns; or for inconme eligible or qualified
students to attend a qualified school;

(d) Al interest accruing fromcontributions shall be
used for educational assistance; and

(e) Al marketing and adm ni strative expenses for the
nonprofit educational assistance organization shall be not nore
than ei ght percent (8% of the qualifying contributions it raises.

(6) A nonprofit educational assistance organi zation shal
report annually to the chairman the nane of the participating
qualified school s.

(7) The chairman, wth the assistance of the adm nistrator,
shal | establish a procedure by which a taxpayer can determne if
an organi zation has been classified as a nonprofit educational
assi stance organi zation, and by which taxpayers can claimthe tax
credit pursuant to this section.

(8) The chairman may certify and enter into a contract with
a designated nonprofit organization for the purpose of
adm nistering this section. A designated nonprofit organization
shall be subject to an audit by the State Tax Comm ssion. To
qualify for designation, a nonprofit organization shall

(a) Have the adm nistrative capability to pronote the
success of the tax credit allowed by this section by recruiting
and coordinating activities with all interested nonprofit
educational assistance organizations in this state and certifying
those nonprofit educational assistance organizations that neet the

criteria set forth in subsection (5) of this section;
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(b) Denonstrate the ability to handle | arge vol unes of
and anmounts of financial transactions and be able to resolve
I nt ernal Revenue Service conpliance issues;

(c) Reviewthe staff qualifications, evaluate
fundrai sing capabilities and confirm exenpt status of the
nonprofit educational assistance organizations;

(d) Create a standardi zed application for use by
nonprofit educational assistance organizations;

(e) Produce an annual report for the Legislature;

(f) Conplete other duties as required by the chairman;
and

(g) The designated nonprofit oversight organization
shall receive no nore than two percent (2% of the qualifying
contributions for marketing and adm ni strative expenses, or if a
desi gnat ed nonprofit oversight organization is not selected, up to
two percent (2% of the qualifying contributions shall be required
by the State Tax Comm ssion for costs it incurs in adm nistering
t he program

(9) The State Tax Comm ssion may pronul gate rul es and
regul ations for the admnistration of this section.
SECTION 2. This act shall take effect and be in force from

and after January 1, 2004.
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