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REPORT OF CONFERENCE COMMITTEE
MADAM PRESI DENT AND MR. SPEAKER

We, the undersigned conferees, have had under consideration the anmendnments to the
follow ng entitled BILL:

S. B. No. 3026: Sales taxation; exenpt repair and servicing of
aircraft engaged in interstate comerce from

We, therefore, respectfully submt the followi ng report and reconmrendati on:
1. That the House recede fromits Amendnent No. 1.

2. That the Senate and House adopt the foll owi ng anendnent:

Amend by striking all after the enacting clause and inserting

inlieu thereof the follow ng:

SECTION 1. Section 27-65-23, M ssissippi Code of 1972, is
anmended as foll ows:

27-65-23. Upon every person engagi ng or continuing in any of
the follow ng businesses or activities there is hereby |evied,
assessed and shall be collected a tax equal to seven percent (7%
of the gross incone of the business, except as otherw se provided:

Air conditioning installation or repairs;
Aut onobi l e, aircraft, notorcycle, boat or any other

vehi cl e repairing or servicing, except the repairing or servicing

of aircraft not registered in Mssissippi engaged exclusively in

t he business of foreign or interstate transportation;

Billiards, pool or dom no parlors;

Bow i ng or tenpin alleys;

Burglar and fire alarm systens or services;

Car washi ng--automatic, self-service, or manual
Comput er software sal es and services;

Cotton conpresses or cotton warehouses;

Custom creosoting or treating, custom planing, custom

saw ng;

Cust om neat processi ng;
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El ectricians, electrical work, wiring, all repairs or
installation of electrical equipnent;

El evator or escalator installing, repairing or
servi ci ng;

Fi | m devel opi ng or photo fi nishing;

Foundri es, nmachine or general repairing;

Furniture repairing or uphol stering;

Gradi ng, excavating, ditching, dredging or |andscaping;

Hotel s, notels, tourist courts or canps, trailer parks;

| nsul ating services or repairs;

Jewel ry or watch repairing;

Launderi ng, cleaning, pressing or dyeing;

Marina servi ces;

Mattress renovati ng;

O fice and busi ness nmachi ne repairing;

Par ki ng garages and | ots;

Pl unbi ng or pipe fitting;

Publ i c storage warehouses (There shall be no tax |evied
on gross inconme of a public storage warehouse derived fromthe
tenporary storage of tangible personal property in this state
pendi ng shipping or mailing of the property to another state);

Ref ri gerati ng equi pnment repairs;

Radi o or television installing, repairing, or servicing;

Renting or |easing personal property used within this

st at e;

Services perfornmed in connection with geophysi cal
surveyi ng, exploring, developing, drilling, producing,
distributing, or testing of oil, gas, water and other m neral
resour ces;

Shoe repairing;

St or age | ockers;

Tel ephone answering or pagi ng services;
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Termite or pest control services;

Tin and sheet netal shops;

TV cabl e systens, subscription TV services, and ot her
simlar activities;

Vul cani zi ng, repairing or recapping of tires or tubes;

Wl di ng; and

Wbodwor ki ng or wood turning shops.

I ncone from services taxed herein perfornmed for electric
power associations in the ordinary and necessary operation of
their generating or distribution systens shall be taxed at the
rate of one percent (1%.

I ncone from services taxed herein performed on materials for
use in track or track structures to a railroad whose rates are
fixed by the Interstate Comerce Commi ssion or the M ssissipp
Public Service Comm ssion shall be taxed at the rate of three
percent (3% .

I ncome fromrenting or |easing tangible personal property
used within this state shall be taxed at the same rates as sal es
of the sanme property.

Persons doi ng business in this state who rent transportation
equi pnent with a situs within or without the state to conmon,
contract or private commercial carriers are taxed on that part of
the incone derived fromuse within this state. |If specific
accounting is inpracticable, a fornula my be used with approval
of the conm ssi oner.

A | essor may deduct fromthe tax conputed on the rental
income fromtangi bl e personal property a credit for sales or use
tax paid to this state at the tinme of purchase of the specific
personal property being | eased or rented until such credit has
been exhaust ed.

Charges for custom processing and repairing services may be
excluded from gross taxable inconme when the property on which the
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service was perfornmed is delivered to the custoner in another
state either by conmon carrier or in the seller's equipnent.

When a taxpayer perforns unitary services covered by this
section, which are perforned both in intrastate and interstate
commerce, the comm ssioner is hereby invested with authority to
formul ate in each particular case and to fix for such taxpayer in
each instance fornul ae of apportionment which will apportion to
this state, for taxation, that portion of the services which are
performed within the State of M ssi ssi ppi

SECTION 2. Section 27-65-101, M ssissippi Code of 1972, as
anmended by House Bill No. 1668, 2005 Regul ar Session, is anended
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 | evied. Any subsequent industrial exenption fromthe
tax | evi ed hereunder shall be provided 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.

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 sol d by
sai d manufacturers or whol esal ers where possession thereof wl|

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 nmaterials
for use in ships engaged in international comrerce.

(b) Sales of raw materials, catal ysts, processing
chem cal s, welding gases or other industrial processing gases
(except natural gas) to a manufacturer for use directly in
manuf acturi ng or processing a product for sale or rental or
repairing or reconditioning vessels or barges of fifty (50) tons
| oad displ 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 equipment for use in oil exploitation or production,
vessels or barges of fifty (50) tons | oad displacenent and over,
when sol d by the manufacturer or buil der thereof.

(d) Sales to comercial fishernmen of conmercial 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 |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 petrol eum products to vessels or barges
for consunption in marine international conmrerce or interstate
transportati on busi nesses.

(g) Sales and rentals of rail rolling stock (and
conponent parts thereof) for ultimate use in interstate conmerce
and gross inconme fromservices with respect to nmanufacturing,
repairing, cleaning, altering, reconditioning or inproving such
rail rolling stock (and conponent parts thereof).
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(h) Sales of raw materials, catal ysts, 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.

(1) Sales of machinery or tools or repair parts
therefor or replacenents thereof, fuel or supplies used directly

i n manufacturing, converting or repairing ships, vessels or barges

of three thousand (3,000) tons |oad displacenent and over, but not
to include office and plant supplies or other equi pnent not

directly used on the ship, vessel or barge being built, converted

or repaired. For purposes of this exenption, "ships, vessels or

barges” shall not include floating structures described in Section

27-65-18.

(j) Sales of tangible personal property to persons
operating ships in international commerce 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 di ng, or any addition or inprovenent thereon, and sal es of any
machi nery and equi pnent 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.

(I') Sales of materials used in the construction of a
bui l di ng, or any addition or inprovenent thereon, and sal es of any
machi nery and equi pnent not later than three (3) nonths after the
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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.

(m Income 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 lawully
vented or flared in connection wth the production of oilj;
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 from sel f-service comerci al
| aundering, drying, cleaning and pressing equi pnent.

(p) Sales of materials used in the construction of a
bui l di ng, or any addition or inprovenent thereon, and sal es of any
machi nery and equi pnent 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 opnment 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 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 di ng 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).
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(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 pnment not |ater than
three (3) nonths after the conpletion of the building, addition or
i nprovenent thereon, to be used therein, for any conpany
establishing or transferring its national or regional headquarters
fromw thin or outside the State of M ssissippi and creating a
mnimumof thirty-five (35) jobs at the new headquarters in this
state. The Tax Conm ssion shall establish criteria and prescribe
procedures to determne 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 within 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 donmes and in other underground
reservoirs, caverns, structures and formations suitable for such
st or age.

(u) Sales of machinery and equi pnent 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;

(ii1) Assists in the inplenentation of the nationa
contingency plan or area contingency plan, and which is created in
response to the requirenents of Title IV, Subtitle B of the Gl
Pol [ uti on Act of 1990, Public Law 101-380; and

(iii) Engages primarily in programs to contain,
cl ean up and otherwise mtigate spills of oil or other substances

occurring in the United States coastal and tidal waters.
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For purposes of this exenption, "nmachinery and equi pnment"”
means any ocean-goi ng vessels, barges, boons, skinmers and ot her
capital equi prment used primarily in the operations of nonprofit
organi zations referred to herein.

(v) Sales or |leases of materials and equi pnment to
approved busi ness enterprises as provided under the G owh and
Prosperity Act.

(w) Fromand after July 1, 2001, sales of pollution
control equi pmrent to manufacturers or custom processors for
i ndustrial use. For the purposes of this exenption, "pollution
control equi prment” 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 ati on.

(x) Sales or leases to a manufacturer of notor vehicles
operating a project that has been certified by the M ssissipp
Maj or Economic 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
repl acenents thereof; repair services thereon; fuel, supplies,
el ectricity, 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 pnment 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 Myjor Econom c
| 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.
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(z) Sales of conponent materials and equi pnent to a
busi ness enterprise as provided under Section 57-64-33.

(aa) The gross income fromthe stripping and painting
of commercial aircraft engaged in foreign or interstate
transportati on busi ness.

(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; nmakeup; fabric used
as or in the maki ng of costunes; clothing, including, shoes,
accessories and jewelry used as wardrobes; materials used as set
dressing; materials used as props on a set or by an actor;
materials used in the creation of special effects; and expendabl e
itenms purchased for limted use by grip, electric and canera
departnments such as tape, fasteners and conpressed air. For the
pur poses of this paragraph (bb) the term"notion picture” neans a
nationally distributed feature-length film video, television
series or comercial nade 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 evi sion coverage of news and athletic events, or a film video,
tel evision series or commercial that contains any material or
performance defined in Section 97-29-103.

(cc) Sales or |leases to an enterprise owning or
operating a project that has been designated by the M ssissipp
Maj or Economic Inpact Authority as a project as defined in Section
57-75-5(f)(xviii) 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
repl acenents thereof; repair services thereon; fuel, supplies,
el ectricity, coal and natural gas used directly in the
manuf act uri ng/ producti on operations of the project or used to
provide climate control for manufacturing/ production areas.
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(dd) Sales or |eases of conponent nmaterials, machinery
and equi pnment used in the construction of a building, or any
addition or inprovenent thereon to an enterprise owning or
operating a project that has been designated by the M ssissipp
Maj or Economic Inpact Authority as a project as defined in Section
57-75-5(f)(xviii) and any other sales or |eases required to
establish or operate such project.

(ee) Sales of parts used in the repair and servicing of

aircraft not registered in Mssissippi engaged exclusively in the

busi ness of foreign or interstate transportati on to busi nesses

engaged in aircraft repair and nai ntenance.

(2) Sales of conponent materials used in the construction of
a building, or any addition or inprovenent thereon, sales of
machi nery and equi pnent to be used therein, and sal es of
manuf acturing or processing machi nery and equi pment which is
permanently attached to the ground or to a permanent foundation
and which is not by its nature intended to be housed within a
buil di ng 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
Conmi ssion as being eligible for the exenption granted in this
par agr aph, shall be exenpt fromone-half (1/2) of the taxes
i nposed on such transacti ons under this chapter.
(3) (a) For purposes of this subsection:

(i) "Tel ecomuni cations enterprises” shall have
t he meani ng ascribed to such termin Section 57-73-21(13);

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

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

(v) "Equi pnment used in the deploynent of broadband
t echnol ogi es” means 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 |ess than three hundred eighty-four (384) kilobits per
second in at |least one direction, including, but not limted to,
asynchronous transfer node switches, digital subscriber |ine
access multiplexers, routers, servers, multiplexers, fiber optics
and rel ated equi pnent.

(b) Sales of equipnent to tel econmunications
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
t axes i nposed on such transactions under this chapter.

(c) Sales of equipnent to tel econmunications
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
t axes i nposed on such transactions under this chapter.

SECTION 3. This act shall take effect and be in force from
and after July 1, 2005.
Further, amend by striking the title inits entirety and

inserting in lieu thereof the foll ow ng:

AN ACT TO AMEND SECTI ON 27-65-23, M SSI SSI PPl CODE OF 1972,
TO REMOVE THE REPAI RI NG AND SERVI CI NG OF Al RCRAFT NOT REGQ STERED
I N M SSI SSI PPI  ENGAGED EXCLUSI VELY | N FOREI GN OR | NTERSTATE
COMVERCE FROM THE ACTI VI TI ES TAXED UNDER THE SALES TAX LAW TO
AMEND SECTI ON 27-65-101, M SSI SSI PPl CODE OF 1972, TO EXEMPT FROM
SALES TAXATI ON SALES OF PARTS USED I N THE REPAI R AND MAI NTENANCE
OF Al RCRAFT NOT' REG STERED IN M SSI SSI PP ENGAGED EXCLUSI VELY | N
FOREI GN OR | NTERSTATE COMMERCE TO BUSI NESSES ENGAGED | N Al RCRAFT
REPAI R AND MAI NTENANCE; TO PROVI DE THAT SALES OF CERTAI N TANG BLE
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PERSONAL PROPERTY USED DI RECTLY | N THE MANUFACTURI NG, CONVERTI NG
OR REPAI RI NG OF VESSELS OR BARGES SHALL BE EXEMPT FROM SALES
TAXATI ON;  AND FOR RELATED PURPGOSES.

CONFEREES FOR THE SENATE CONFEREES FOR THE HOUSE
X (Sl GNED) X (Sl GNED)

Robert son WAt son

X (Sl GNED) X (Sl GNED)

Hewes Morris

X (Sl GNED) X (Sl GNED)

Cl ar ke Cl ar ke
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