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HOUSE BI LL NO. 1156

AN ACT TO BRI NG FORWARD SECTI ONS 27-65-101, 27-65-103,
27-65-105, 27-65-107 AND 27-65-111, M SSI SSI PPI CODE OF 1972,
VH CH PROVI DE FOR VARI QUS SALES TAX EXEMPTI ONS, FOR THE PURPCSES
OF AMENDMENT; TO BRI NG FORWARD SECTI ON 27-7-15, M SSI SSI PPl CODE
OF 1972, WH CH DEFI NES THE TERM " GROSS | NCOVE" UNDER THE STATE
| NCOVE TAX LAW FOR THE PURPOSES OF AVENDMENT; AND FOR RELATED
PURPGOSES.

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

SECTION 1. Section 27-65-101, M ssissippi Code of 1972, is
brought forward as foll ows:

27-65-101. (1) The exenptions fromthe provisions of this
chapter which are of an industrial nature or which are nore
properly classified as industrial exenptions than any other
exenption classification of this chapter shall be confined to
t hose persons or property exenpted by this section or by the
provi sions of the Constitution of the United States or the State
of Mssissippi. No industrial exenption as now provi ded by any
ot her section except Section 57-3-33 shall be valid as against the
tax herein levied. Any subsequent industrial exenption fromthe
tax | evi ed hereunder shall be provided by anmendnment to this
section. No exenption provided in this section shall apply to
taxes | evied by Section 27-65-15 or 27-65-21.

The tax levied by this chapter shall not apply to the
fol | ow ng:

(a) Sales of boxes, crates, cartons, cans, bottles and
ot her packaging materials to manufacturers and whol esal ers for use
as containers or shipping materials to acconpany goods sold by
sai d manufacturers or whol esal ers where possession thereof wll

pass to the custoner at the tinme of sale of the goods contai ned
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therein and sales to anyone of containers or shipping materials
for use in ships engaged in international conmerce.

(b) Sales of raw materials, catalysts, processing
chem cal s, welding gases or other industrial processing gases
(except natural gas) to a manufacturer for use directly in
manuf acturing or processing a product for sale or rental or
repairing or reconditioning vessels or barges of fifty (50) tons
| oad di spl acenent and over. For the purposes of this exenption,
electricity used directly in the electrolysis process in the
production of sodiumchlorate shall be considered a raw materi al
This exenption shall not apply to any property used as fuel except
to the extent that such fuel conprises by-products which have no
mar ket val ue.

(c) The gross proceeds of sales of dry docks, offshore
drilling equipnent for use in oil exploitation or production,
vessel s or barges of fifty (50) tons | oad displacenent and over,
when sold by the manufacturer or buil der thereof.

(d) Sales to conmercial fishernen of commercial fishing
boats of over five (5) tons |oad displacenent and not nore than
fifty (50) tons | oad displacenent as registered with the United
States Coast Guard and l|icensed by the M ssissippi Conm ssion on
Mar i ne Resour ces.

(e) The gross incone fromrepairs to vessels and barges
engaged in foreign trade or interstate transportation.

(f) Sales of petroleumproducts to vessels or barges
for consunption in marine international comrerce or interstate
transportation busi nesses.

(g Sales and rentals of rail rolling stock (and
conponent parts thereof) for ultimate use in interstate conmerce
and gross incone fromservices wth respect to manufacturing,
repairing, cleaning, altering, reconditioning or inproving such

rail rolling stock (and conmponent parts thereof).
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(h) Sales of raw materials, catalysts, processing
chem cal s, welding gases or other industrial processing gases
(except natural gas) used or consuned directly in manufacturing,
repairing, cleaning, altering, reconditioning or inproving such
rail rolling stock (and conponent parts thereof). This exenption
shall not apply to any property used as fuel.

(i) Sales of machinery or tools or repair parts
therefor or replacenents thereof, fuel or supplies used directly
i n manufacturing, converting or repairing ships of three thousand
(3,000) tons | oad displacenent and over, but not to include office
and pl ant supplies or other equipnment not directly used on the
ship being built, converted or repaired.

(j) Sales of tangible personal property to persons
operating ships in international comerce for use or consunption
on board such ships. This exenption shall be limted to cases in
whi ch procedures satisfactory to the conm ssioner, ensuring
against use in this state other than on such ships, are
est abl i shed.

(k) Sales of materials used in the construction of a
bui l ding, or any addition or inprovenent thereon, and sales of any
machi nery and equi pnment not later than three (3) nonths after the
conpl etion of construction of the building, or any addition
thereon, to be used therein, to qualified businesses, as defined
in Section 57-51-5, which are located in a county or portion
t hereof designated as an enterprise zone pursuant to Sections
57-51-1 through 57-51-15.

() Sales of materials used in the construction of a
buil ding, or any addition or inprovenent thereon, and sales of any
machi nery and equi pnment not later than three (3) nonths after the
conpl etion of construction of the building, or any addition
thereon, to be used therein, to qualified businesses, as defined

in Section 57-54-5.
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(m Inconme from storage and handling of perishable
goods by a public storage warehouse.

(n) The value of natural gas lawfully injected into the
earth for cycling, repressuring or lifting of oil, or lawfully
vented or flared in connection wth the production of oil;
however, if any gas so injected into the earth is sold for such
pur poses, then the gas so sold shall not be exenpt.

(o) The gross collections fromself-service comrerci al
| aundering, drying, cleaning and pressing equi pnent.

(p) Sales of materials used in the construction of a
buil ding, or any addition or inprovenent thereon, and sales of any
machi nery and equi pnment not later than three (3) nonths after the
conpl etion of construction of the building, or any addition
thereon, to be used therein, to qualified conpanies, certified as
such by the M ssissippi Devel opnent Authority under Section
57-53- 1.

(q) Sales of conponent materials used in the
construction of a building, or any addition or inprovenent
t hereon, sales of machinery and equi pnent to be used therein, and
sal es of manufacturing or processing machi nery and equi pnent which
is permanently attached to the ground or to a pernmanent foundation
and which is not by its nature intended to be housed within a
buil ding structure, not later than three (3) nonths after the
initial start-up date, to permanent business enterprises engagi ng
in manufacturing or processing in Tier Three areas (as such term
is defined in Section 57-73-21), which businesses are certified by
the State Tax Comm ssion as being eligible for the exenption
granted in this paragraph (q).

(r) Sales of conponent materials used in the
construction of a building, or any addition or inprovenent
t hereon, and sal es of any machi nery and equi pnent not |ater than
three (3) nonths after the conpletion of the building, addition or

i nprovenent thereon, to be used therein, for any conpany
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establishing or transferring its national or regional headquarters
fromwithin or outside the State of M ssissippi and creating a

m nimumof thirty-five (35) jobs at the new headquarters in this
state. The Tax Conmm ssion shall establish criteria and prescribe
procedures to determine if a conpany qualifies as a national or
regi onal headquarters for the purpose of receiving the exenption
provided in this paragraph.

(s) The gross proceeds fromthe sale of semtrailers,
trailers, boats, travel trailers, notorcycles and all-terrain
cycles if exported fromthis state wwthin forty-eight (48) hours
and registered and first used in another state.

(t) Goss inconme fromthe storage and handling of
natural gas in underground salt dones and in other underground
reservoirs, caverns, structures and formations suitable for such
st or age.

(u) Sales of machinery and equi pment to nonprofit
organi zations if the organization: (i) is tax-exenpt pursuant to
Section 501(c)(4) of the Internal Revenue Code of 1986, as
anended; (ii) assists in the inplenentation of the national
contingency plan or area contingency plan, and which is created in
response to the requirenents of Title IV, Subtitle B of the Ol
Pol l ution Act of 1990, Public Law 101-380; and (iii) engages
primarily in progranms to contain, clean up and otherwi se mtigate
spills of oil or other substances occurring in the United States
coastal and tidal waters. For purposes of this exenption,

"machi nery and equi pnent"” neans any ocean-goi ng vessel s, barges,
boons, skimrers and other capital equipnent used primarily in the
operations of nonprofit organi zations referred to herein.

(v) Sales or |leases of materials and equi pnent to
approved business enterprises as provided under the Gowh and
Prosperity Act.

(w Fromand after July 1, 2001, sales of pollution

control equi pnent to manufacturers or custom processors for
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i ndustrial use. For the purposes of this exenption, "pollution
control equi pnent” neans equi pnent, devices, machinery or systens
used or acquired to prevent, control, nonitor or reduce air, water
or groundwater pollution, or solid or hazardous waste as required
by federal or state |aw or regul ation.

(x) Sales or leases to a manufacturer of notor vehicles
operating a project that has been certified by the M ssissipp
Maj or Econom c I npact Authority as a project as defined in Section
57-75-5(f)(iv)1l of machinery and equi pnent; special tooling such
as dies, nolds, jigs and simlar itens treated as special tooling
for federal inconme tax purposes; or repair parts therefor or
replacenents thereof; repair services thereon; fuel, supplies,
electricity, coal and natural gas used directly in the manufacture
of notor vehicles or notor vehicle parts or used to provide
climate control for manufacturing areas.

(y) Sales or |eases of conponent materials, machinery
and equi pnrent used in the construction of a building, or any
addition or inprovenent thereon to an enterprise operating a
project that has been certified by the M ssissippi Mjor Economc
| npact Authority as a project as defined in Section
57-75-5(f)(iv)1l and any other sales or |leases required to
establish or operate such project.

(z) Sales of conponent materials and equipnent to a
busi ness enterprise as provided under Section 57-64-33.

(aa) The gross incone fromthe stripping and painting
of comercial aircraft engaged in foreign or interstate
transportati on business.

(bb) Sales of production itens used in the production
of notion pictures such as film videotape; conponent buil ding
materials used in the construction of a set; nakeup; fabric used
as or in the making of costunes; clothing, including, shoes,
accessories and jewelry used as wardrobes; nmaterials used as set

dressing; materials used as props on a set or by an actor;
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materials used in the creation of special effects; and expendabl e
itenms purchased for limted use by grip, electric and canera
departnents such as tape, fasteners and conpressed air. For the
purposes of this paragraph (aa) the term"notion picture" neans a
nationally distributed feature-length film video, television
series or commercial nmade in Mssissippi, in whole or in part, for
theatrical or television viewing or as a television pilot. The
term"notion picture” shall not include the production of
tel evision coverage of news and athletic events, or a film video,
tel evision series or conmmercial that contains any nmaterial or
performance defined in Section 97-29-103.
(2) Sales of conponent materials used in the construction of
a building, or any addition or inprovenent thereon, sales of
machi nery and equi pnment to be used therein, and sal es of
manuf acturi ng or processing machi nery and equi pnment which is
permanently attached to the ground or to a pernmanent foundation
and which is not by its nature intended to be housed within a
buil ding structure, not later than three (3) nonths after the
initial start-up date, to permanent business enterprises engagi ng
in manufacturing or processing in Tier Two areas and Tier One
areas (as such areas are designated in accordance with Section
57-73-21), which businesses are certified by the State Tax
Comm ssion as being eligible for the exenption granted in this
par agraph, shall be exenpt fromone-half (1/2) of the taxes
i nposed on such transactions under this chapter.
(3) (a) For purposes of this subsection:

(1) "Telecomrunications enterprises" shall have
t he neani ng ascribed to such termin Section 57-73-21(13);

(i1i) "Tier One areas" nean counties designated as
Tier One areas pursuant to Section 57-73-21(1);

(tit) "Tier Two areas" mean counties designated as

Tier Two areas pursuant to Section 57-73-21(1);

H B. No. 1156 *HRO7/R1841*
05/ HRO7/ R1841
PAGE 7 (BS\HS)



225
226
227
228
229
230
231
232
233
234
235
236
237
238
239
240
241
242
243
244
245
246
247
248
249
250
251
252
253
254
255
256
257

(iv) "Tier Three areas" nean counties designated
as Tier Three areas pursuant to Section 57-73-21(1); and

(v) "Equi pment used in the deploynent of broadband
t echnol ogi es" neans any equi pnent capabl e of being used for or in
connection with the transm ssion of information at a rate, prior
to taking into account the effects of any signal degradation, that
is not less than three hundred eighty-four (384) kilobits per
second in at |east one direction, including, but not limted to,
asynchronous transfer node swi tches, digital subscriber |ine
access nultiplexers, routers, servers, nultiplexers, fiber optics
and rel ated equi pnent.

(b) Sales of equipnent to tel ecomunications
enterprises after June 30, 2003, and before July 1, 2013, that is
installed in Tier One areas and used in the depl oynent of
br oadband technol ogi es shall be exenpt fromone-half (1/2) of the
taxes inposed on such transactions under this chapter.

(c) Sales of equipnent to telecomunications
enterprises after June 30, 2003, and before July 1, 2013, that is
installed in Tier Two and Tier Three areas and used in the
depl oynent of broadband technol ogi es shall be exenpt fromthe
taxes i nposed on such transactions under this chapter.

SECTION 2. Section 27-65-103, M ssissippi Code of 1972, is
brought forward as foll ows:

27-65-103. The exenptions fromthe provisions of this
chapter which are of an agricultural nature or which are nore
properly classified as agricultural exenptions than any ot her
exenption classification of this chapter shall be confined to
t hose persons or property exenpted by this section or by
provi sions of the Constitution of the United States or the State
of Mssissippi. No agricultural exenption as now provi ded by any
ot her section shall be valid as against the tax herein |evied.
Any subsequent agricultural exenption fromthe tax |evied

her eunder shall be provided by anmendnent to this section.
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No exenption provided in this section shall apply to taxes
| evied by Section 27-65-15 or 27-65-21, M ssissippi Code of 1972.
The tax levied by this chapter shall not apply to the
fol | ow ng:

(a) The gross proceeds of sales of lint cotton, seed
cotton, baled cotton, whether conpressed or not, and cottonseed
and soybeans in their original condition. Retail sales of seeds,
| i vestock feed, poultry feed, fish feed and fertilizers. Sales of
defoliants, insecticides, fungicides, herbicides and baby chicks
used in growi ng agricultural products for market. Baggi ng and
ties for baling cotton, hay baling wire and tw ne, boxes, bags and
cans used in growi ng or preparing agricultural products for market
when possession thereof will pass to the custoner at the tinme of
sale of the product contained therein. Sales of ice to commerci al
fi shermen purchased for use in the preservation of seafood or to
producers for use in the refrigeration of vegetables for market.

(b) The sales by producers of |ivestock, poultry, fish
or other products of farm grove or garden when such products are
sold in the original state or condition of preparation for sale
before such products are subjected to any other process within a
cl ass of business or sold by a producer through an established
store, as defined in the Privilege Tax Law. Provided, however,
that this exenption shall not apply to ornanental plants which
bear no fruit of comercial value. Al sales by agricultural
cooperative associ ations organi zed under Article 9 of Chapter 7 of
Title 69, or under Chapters 17 or 19 of Title 79, M ssissippi Code
of 1972, of agricultural products produced by nenbers for narket
before such products are subjected to any manufacturing process.

(c) The gross proceeds of retail sales of nules, horses
and ot her |ivestock.

(d) Inconme fromgrading, excavating, ditching, dredging
or landscaping activities perforned for a farnmer on a farmfor

agricultural or soil erosion purposes.
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(e) The gross proceeds of sales of all antibiotics,
hor nones and hor none preparations, drugs, nedicines and ot her
medi cati ons including seruns and vaccines, vitamns, mnerals or
other nutrients for use in the production and grow ng of fish,
| i vestock and poultry by whomever sold. Such exenption shall be
in addition to the exenption provided in this section for feed for
fish, livestock and poultry.

SECTION 3. Section 27-65-105, M ssissippi Code of 1972, is
brought forward as foll ows:

27-65-105. The exenption fromthe provisions of this chapter
whi ch are of a governnental nature or which are nore properly
classified as governnmental exenptions than any other exenption
classification of this chapter shall be confined to those persons
or property exenpted by this section or by provisions of the
Constitutions of the United States or the State of M ssissippi.
No governnental exenption as now provi ded by any other section
shall be valid as against the tax herein |levied. Any subsequent
governnmental exenption fromthe tax |evied hereunder shall be
provi ded by anendnent to this section.

No exenption provided in this section shall apply to taxes
| evied by Section 27-65-15 or 27-65-21, M ssissippi Code of 1972,
except as provided by subsection (f) of this section.

The tax levied by this chapter shall not apply to the
fol | ow ng:

(a) Sales of property, |abor or services taxable under
Sections 27-65-17, 27-65-19 and 27-65-23, when sold to and billed
directly to and paynent therefor is nade directly by the United
States governnment, the State of M ssissippi and its departnents,
institutions, counties and nmunicipalities or departnents or school
districts of said counties and municipalities.

The exenption fromthe tax inposed under this chapter shal
not apply to sal es of tangi ble personal property, |abor or

services to contractors purchasing in the performance of contracts
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with the United States, the State of M ssissippi, counties and
muni ci palities.

(b) Sales to schools, when such schools are supported
whol ly or in part by funds provided by the State of M ssi ssippi,
provi ded that this exenption does not apply to sales of property
which is not to be used in the ordinary operation of the school,
or which is to be resold to the students or the public.

(c) Amunts received fromthe sale of school textbooks
to students.

(d) Sales to the M ssissippi Band of Choctaw I ndi ans,
but not to Indians individually.

(e) Sales of fire fighting equipnment to governnental
fire departnents or volunteer fire departnents for their use.

(f) Sales of any gas fromany project, as defined in
the Municipal Gas Authority of M ssissippi Law, to any
muni ci pality shall not be subject to sales, use or other tax.

(g) Sales of hone nedical equipnment and hone nedi cal
supplies listed as eligible for paynent under Title XVIII of the
Soci al Security Act or under the state plan for nedical assistance
under Title XI X of the Social Security Act, prosthetics,
orthotics, hearing aids, hearing devices, prescription eyegl asses,
oxygen and oxygen equi pnent, when ordered or prescribed by a
| i censed physician for nedical purposes of a patient, and when
paynment for such equi pnent or supplies, or both, is nade under the
provi sions of the Medicare or Medicaid program This exenption
shall only apply to the portion of the sales price of such
equi pnent or supplies, or both, paid for under the provisions of
the Medi care or Medicaid program

SECTION 4. Section 27-65-107, M ssissippi Code of 1972, is
brought forward as foll ows:

27-65-107. The exenptions fromthe provisions of this
chapter which relate to utilities or which are nore properly

classified as utility exenptions than any ot her exenption
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classification of this chapter shall be confined to those persons
or property exenpted by this section or by provisions of the
Constitutions of the United States or the State of M ssissippi.
No utility exenption as now provided by any ot her section shall be
valid as against the tax herein levied. Any subsequent utility
exenption fromthe tax | evied hereunder shall be provided by
amendnent to this section.
No exenption provided in this section shall apply to taxes
| evied by Section 27-65-15 or 27-65-21, M ssissippi Code of 1972.
The tax levied by this chapter shall not apply to the
fol | ow ng:

(a) Sales and rentals of |oconotives, rail rolling
stock and nmaterials for their repair, |oconotive water, when nade
to a railroad whose rates are fixed by the Interstate Conmerce
Comm ssion or the M ssissippi Public Service Comm ssion.

(b) Rentals of manufacturing machinery to a
manuf act urer or custom processor where such manufacturer or custom
processor is engaged in, and such nachinery is used in, the
manuf acture of containers nmade fromtinber or wood for sale. The
tax, |ikew se, shall not apply to replacenent or repair parts of
such machi nery used in such manufacture.

(c) Sales of tangible personal property and services to
nonprofit water associations or corporations in which no part of
the net earnings inures to the benefit of any private sharehol der,
group or individual. Only sales of property or services which are
ordi nary and necessary to the operation of such organi zations are
exenpt fromtax.

(d) \Whol esale sales of tangi ble personal property for
resal e under Section 27-65-109.

(e) Fromand after July 1, 2003, sales of fuel used to
produce el ectric power by a conpany primarily engaged in the
busi ness of producing, generating or distributing electric power

for sale.
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SECTION 5. Section 27-65-111, M ssissippi Code of 1972, is
brought forward as foll ows:

27-65-111. The exenptions fromthe provisions of this
chapter which are not industrial, agricultural or governnental, or
which do not relate to utilities or taxes, or which are not
properly classified as one of the exenption classifications of
this chapter, shall be confined to persons or property exenpted by
this section or by the Constitution of the United States or the
State of M ssissippi. No exenptions as now provided by any ot her
section, except the classified exenption sections of this chapter
set forth herein, shall be valid as against the tax herein |evied.
Any subsequent exenption fromthe tax |evied hereunder, except as
i ndi cat ed above, shall be provided by anmendnents to this section.

No exenption provided in this section shall apply to taxes
| evied by Section 27-65-15 or 27-65-21, M ssissippi Code of 1972.

The tax levied by this chapter shall not apply to the
fol | ow ng:

(a) Sales of tangi ble personal property and services to
hospitals or infirmaries owned and operated by a corporation or
association in which no part of the net earnings inures to the
benefit of any private sharehol der, group or individual, and which
are subject to and governed by Sections 41-7-123 through 41-7-127.

Only sal es of tangi ble personal property or services which
are ordinary and necessary to the operation of such hospitals and
infirmaries are exenpted fromtax.

(b) Sales of daily or weekly newspapers, and
periodicals or publications of scientific, literary or educational
organi zati ons exenpt from federal incone taxation under Section
501(c)(3) of the Internal Revenue Code of 1954, as it exists as of
March 31, 1975, and subscription sales of all nagazines.

(c) Sales of coffins, caskets and other materials used

in the preparation of human bodies for burial.
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(d) Sales of tangi ble personal property for inmmedi ate
export to a foreign country.

(e) Sales of tangible personal property to an
or phanage, old nen's or |adies' hone, supported wholly or in part
by a religious denom nation, fraternal nonprofit organization or
ot her nonprofit organi zati on.

(f) Sales of tangible personal property, |abor or
servi ces taxabl e under Sections 27-65-17, 27-65-19 and 27-65-23,
to a YMCA, YWCA, a Boys' or Grls' Club owned and operated by a
corporation or association in which no part of the net earnings
inures to the benefit of any private sharehol der, group or
i ndi vi dual

(g Sales to elenentary and secondary grade school s,
junior and senior colleges owed and operated by a corporation or
association in which no part of the net earnings inures to the
benefit of any private sharehol der, group or individual, and which
are exenpt fromstate incone taxation, provided that this
exenption does not apply to sales of property or services which
are not to be used in the ordinary operation of the school, or
which are to be resold to the students or the public.

(h) The gross proceeds of retail sales and the use or
consunption in this state of drugs and nedi ci nes:

(i) Prescribed for the treatnment of a human being
by a person authorized to prescribe the nedicines, and di spensed
or prescription filled by a registered pharnaci st in accordance
with law, or

(i1) Furnished by a |licensed physician, surgeon,
dentist or podiatrist to his own patient for treatnent of the
patient; or

(ti1) Furnished by a hospital for treatnent of any
person pursuant to the order of a |icensed physician, surgeon,

dentist or podiatrist; or
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(iv) Sold to a |licensed physician, surgeon,
podi atrist, dentist or hospital for the treatnment of a human
bei ng; or
(v) Sold to this state or any political

subdi vi sion or nunicipal corporation thereof, for use in the
treatnment of a human being or furnished for the treatnent of a
human being by a nmedical facility or clinic maintained by this
state or any political subdivision or nmunicipal corporation
t her eof .

"Medi cines,"” as used in this paragraph (h), shall nean and
i ncl ude any substance or preparation intended for use by external
or internal application to the human body in the diagnosis, cure,
mtigation, treatnment or prevention of disease and which is
commonl y recogni zed as a substance or preparation intended for
such use; provided that "nedicines" do not include any auditory,
prosthetic, ophthal mc or ocular device or appliance, any dentures
or parts thereof or any artificial linbs or their replacenent
parts, articles which are in the nature of splints, bandages,
pads, conpresses, supports, dressings, instrunments, apparatus,
contrivances, appliances, devices or other nechanical, electronic,
optical or physical equipnent or article or the conponent parts
and accessories thereof, or any al coholic beverage or any other
drug or nedicine not commonly referred to as a prescription drug.

Not wi t hst andi ng the precedi ng sentence of this paragraph (h),
"medi ci nes" as used in this paragraph (h), shall nean and i ncl ude
sutures, whether or not permanently inplanted, bone screws, bone
pi ns, pacenakers and other articles permanently inplanted in the
human body to assist the functioning of any natural organ, artery,
vein or |inb and which remain or dissolve in the body.

"Hospital," as used in this paragraph (h), shall have the
meani ng ascribed to it in Section 41-9-3, M ssissippi Code of

1972.
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I nsulin furnished by a registered pharnmacist to a person for
treatnent of diabetes as directed by a physician shall be deened
to be dispensed on prescription within the nmeaning of this
paragraph (h).

(1) Retail sales of autonobiles, trucks and
truck-tractors if exported fromthis state within forty-eight (48)
hours and registered and first used in another state.

(j) Sales of tangible personal property or services to
the Sal vation Arnmy and the Miuscul ar Dystrophy Association, Inc.

(k) FromJuly 1, 1985, through Decenber 31, 1992,
retail sales of "al cohol blended fuel" as such termis defined in
Section 75-55-5. The gasoline-al cohol blend or the straight
al cohol eligible for this exenption shall not contain al cohol
distilled outside the State of M ssi ssippi.

(I') Sales of tangible personal property or services to
the Institute for Technol ogy Devel opnent.

(m The gross proceeds of retail sales of food and
drink for human consunpti on nmade through vendi ng machi nes serviced
by full line vendors fromand not connected with other taxable
busi nesses.

(n) The gross proceeds of sales of notor fuel.

(o) Retail sales of food for human consunption
purchased with food stanps issued by the United States Departnent
of Agriculture, or other federal agency, fromand after Cctober 1,
1987, or fromand after the expiration of any waiver granted
pursuant to federal law, the effect of which waiver is to permt
the collection by the state of tax on such retail sales of food
for human consunption purchased with food stanps.

(p) Sales of cookies for human consunption by the Grl
Scouts of Anmerica no part of the net earnings fromwhich sales
inures to the benefit of any private group or individual.

(q) Gfts or sales of tangible personal property or

services to public or private nonprofit museuns of art.
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(r) Sales of tangible personal property or services to
al umi associ ati ons of state-supported colleges or universities.

(s) Sales of tangible personal property or services to
chapters of the National Association of Junior Auxiliaries, Inc.

(t) Sales of tangi ble personal property or services to
donestic violence shelters which qualify for state fundi ng under
Sections 93-21-101 through 93-21-113.

(u) Sales of tangi ble personal property or services to
the National Miultiple Sclerosis Society, Mssissippi Chapter.

(v) Retail sales of food for human consunption
purchased with food instrunments issued the M ssissippi Band of
Choct aw | ndi ans under the Wonen, Infants and Children Program
(WC) funded by the United States Departnent of Agriculture.

(w) Sales of tangi ble personal property or services to
a private conpany, as defined in Section 57-61-5, which is naking
such purchases with proceeds of bonds issued under Section 57-61-1
et seq., the M ssissippi Business Investnent Act.

(x) The gross collections fromthe operation of
sel f-service, coin-operated car washi ng equi pnent and sal es of the
servi ce of washing notor vehicles with portabl e high-pressure
washi ng equi pnment on the prem ses of the custoner.

(y) Sales of tangible personal property or services to
the M ssissippi Technol ogy Alliance.

SECTION 6. Section 27-7-15, M ssissippi Code of 1972, is
brought forward as foll ows:

27-7-15. (1) For the purposes of this article, except as
ot herw se provided, the term"gross incone" nmeans and includes the
i ncone of a taxpayer derived fromsal aries, wages, fees or
conpensation for service, of whatever kind and in whatever form
pai d, including income fromgovernnental agencies and subdi vi sions
thereof; or from professions, vocations, trades, businesses,
commerce or sales, or renting or dealing in property, or

reacquired property; also fromannuities, interest, rents,
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di vi dends, securities, insurance prem umnms, reinsurance premn uns,
consi derations for supplenental insurance contracts, or the
transaction of any business carried on for gain or profit, or
gains, or profits, and inconme 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 anmount 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 neaning of this article.

(2) In determning gross incone for the purpose of this
section, the follow ng, under regul ations prescribed by the
conm ssioner, shall be applicable:

(a) Dealers in property. Federal rules, regul ations
and revenue procedures shall be followed with respect to
instal |l ment sales unless a transaction results in the shifting of
income frominside the state to outside the state.

(b) Casual sales of property.

(1) Prior to January 1, 2001, federal rules,
regul ati ons and revenue procedures shall be followed wth respect
to install nment sal es except they shall be applied and adm ni stered
as if HR 3594, the Installnment Tax Correction Act of 2000 of the
106t h Congress, had not been enacted. This provision wll
general ly affect taxpayers, reporting on the accrual nethod of
accounting, entering into installnment note agreenents on or after
Decenber 17, 1999. Any gain or profit resulting fromthe casual
sale of property wll be recognized in the year of sale.

(ii1) Fromand after January 1, 2001, federal
rules, regulations and revenue procedures shall be followed with
respect to installnent sales except as provided in this
subparagraph (ii). Gain or profit fromthe casual sale of
property shall be recognized in the year of sale. Wen a taxpayer

recogni zes gain on the casual sale of property in which the gain
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is deferred for federal incone tax purposes, a taxpayer may el ect
to defer the paynment of tax resulting fromthe gain as allowed and
to the extent provided under regul ations prescribed by the
comm ssioner. |If the paynent of the tax is made on a deferred
basis, the tax shall be conputed based on the applicable rate for
the incone reported in the year the paynent is nade. Except as
ot herwi se provided in subparagraph (iii) of this paragraph (b),
deferring the paynent of the tax shall not affect the liability
for the tax. |If at any tine the installnment note is sold,
contributed, transferred or disposed of in any manner and for any
pur pose by the original note holder, or the original note hol der
is nerged, liquidated, dissolved or withdrawn fromthis state,
then all deferred tax paynents under this section shal
i mredi ately becone due and payabl e.

(tit) If the selling price of the property is
reduced by any alteration in the terns of an install nent note,
i ncluding default by the purchaser, the gain to be recognized is
reconput ed based on the adjusted selling price in the same manner
as for federal incone tax purposes. The tax on this anmount, |ess
the previously paid tax on the recognized gain, is payable over
the period of the remaining installnments. |If the tax on the
previ ously recogni zed gain has been paid in full to this state,
the return on which the paynent was made nay be anended for this
purpose only. The statute of Iimtations in Section 27-7-49 shal
not bar an anended return for this purpose.

(c) Reserves of insurance conpanies. |In the case of
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 conpanies or persons or under other circunstances where
the relation between the buyer and seller is such that gross

proceeds fromthe sale or the value of the exchange or the paynent
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for services are not indicative of the true value of the subject
matter of the sale, exchange or paynent for services, the

conmm ssioner shall prescribe uniformand equitable rules for
determ ning the true value of the gross incone, 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 determ ning
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 vi dual as a paynent for or reinbursenent of expenses of noving
fromone residence to another residence which is attributable to
enpl oynent or self-enpl oynent.

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

(4) The words "gross inconme"” do not include the foll ow 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 anount received by the insured as a return of
prem umor premuns paid by himunder life 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

included in the gross incone.
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(d) Interest upon the obligations of the United States
or its possessions, or securities issued under the provisions of
the 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 anounts received through accident or health
i nsurance as conpensation for personal injuries or sickness, plus
t he anbunt of any danages received for such injuries or such
sickness or injuries, or through the War Ri sk |nsurance 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) Income received by any religious denom nation or by
any institution or trust for noral or nmental inprovenents,
religious, Bible, tract, charitable, benevolent, fraternal,

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

(g) Incone received by a donestic 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 inconme such portion of actual prem uns
recei ved froman individual policyholder as is paid back or
credited to or treated as an abatenent of prem uns of such
policyholder within the taxable year.

(1) Inconme fromdividends that has already borne a tax

as dividend i ncone under the provisions of this article, when such
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di vidends nmay be specifically identified in the possession of the
recipient.

(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) Anmounts 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
systemof the United States governnent, retirenment 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) Anmounts received as retirenent all owances,
pensions, annuities or optional retirenent allowances paid by any
public or governnental retirenment system not designated in
paragraph (k) or any private retirenment systemor plan of which
the recipient was a nenber at any tinme during the period of his
enpl oynent. Anounts received as a distribution under a Roth
I ndi vi dual Retirenment Account shall be treated in the same nmanner
as provided under the Internal Revenue Code of 1986, as anended.
The exenption allowed under this paragraph (lI) shall be avail able
to the spouse or other beneficiary at the death of the primary
retiree.

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

and state active duty.
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(n) Conpensation received for active service as a
nmenber bel ow the grade of comm ssioned officer and so nuch of the
conpensati on as does not exceed the maxi num enlisted anount
received for active service as a comm ssioned officer in the Arned
Forces of the United States for any nonth during any part of which
such nenbers of the Arned Forces (i) served in a conbat zone as
desi gnat ed by Executive Order of the President of the United
States or a qualified hazardous duty area as defined by federa
| aw, or both; or (ii) was hospitalized as a result of wounds,

di sease or injury incurred while serving in such conbat zone. For
t he purposes of this paragraph (n), the term "maxi numenli sted
anount” nmeans and has the sane definition as that termhas in 26
USCS 112.

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

(p) The anount representing the difference between the
i ncrease of gross inconme derived fromsales for export outside the
United States as conpared to the preceding tax year wherein gross
i ncone 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 paragraph (p)
shall only apply to businesses |located in this state engaging in
the international export of M ssissippi goods and services. Such
goods or services shall have at least fifty percent (50% of val ue
added at a location in M ssissippi.

(g9 Amounts paid by the federal governnent 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
savi ngs account program as specified in the Medical Savings

Account Act under Sections 71-9-1 through 71-9-9; provided,

H B. No. 1156 *HRO7/R1841*
05/ HRO7/ R1841
PAGE 23 (BS\HS)



748
749
750
751
752
753
754
755
756
757
758
759
760
761
762
763
764
765
766
767
768
769
770
771
772
773
774
775
776
777
778
779
780

however, that any anmpbunt 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) Amunts paid by the M ssissippi Soil and Water
Conservation Conmm 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 inconme of any kind on
any account in the M ssissippi Affordable Coll ege Savings Trust
Fund, as established in Sections 37-155-101 through 37-155-125, to
the extent that such anmounts remain on deposit in the MACS Trust
Fund or are withdrawn pursuant to a qualified w thdrawal, as
defined in Section 37-155-105.

(v) Interest, dividends or gains accruing on the
paynments made pursuant to a prepaid tuition contract, as provided
for in Section 37-155-17.

(w) Incone resulting fromtransactions with a rel ated
menber where the rel ated nenber subject to tax under this chapter
was required to, and did in fact, add back the expense of such
transactions as required by Section 27-7-17(2). Under no
circunstances may the exclusion fromincone exceed the deduction
add- back of the related nenber, nor shall the exclusion apply to
any incone otherw se excluded under this chapter.

(x) Amounts that are subject to the tax |evied pursuant
to Section 27-7-901, and are paid to patrons by gam ng
establishnments |icensed under the M ssissippi Gam ng Control Act.

(y) Amounts that are subject to the tax |evied pursuant
to Section 27-7-903, and are paid to patrons by gam ng
establishments not |icensed under the M ssissippi Gam ng Control

Act .
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(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 nenber 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
paragraph (d) of this subsection, during the Vietnam Conflict as a
result of such conflict.

(b) Guvilian enployees. G oss incone does not include
conpensation received for active service as an enpl oyee for any
nont h during any part of which such enployee is in a m ssing
status during the Vietnam Conflict as a result of such conflict.

(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
the purpose of this subsection, an individual is in a mssing
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 Canbodia, Laos, Thailand and
wat ers adj acent thereto.

(d) "Mssing status" neans the status of an enpl oyee or
menber of the Arnmed Forces who is in active service and is
officially carried or determned 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 determned to be

absent fromhis post of duty w thout authority.
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(e) "Active service" nmeans active federal service by an
enpl oyee or nenber of the Armed Forces of the United States in an
active duty status.

(f) "Enployee" neans one who is a citizen or national
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
departnent of the Arned 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 l onances for not nore than ninety (90) days.

(h) If refund or credit of any overpaynent of tax for
any taxable 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 income, |oss, deduction
or credit of the S corporation only to the extent provided in
Section 27-8-7(2).

SECTION 7. This act shall take effect and be in force from

and after July 1, 2005.
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