M SSI SSI PPl LEG SLATURE REGULAR SESSI ON 2007

By:

Represent ati ves Franks, Reeves, To: Ways and Means

Rot enberry

OCO~NOUITRARWNE

COW TTEE SUBSTI TUTE
FOR
HOUSE BI LL NO. 879

AN ACT TO REQUI RE ANY MOTOR VEHI CLES PURCHASED BY A STATE
AGENCY, DEPARTMENT, | NSTI TUTI ON OR AGENCY TO MEET THE FEDERAL
CORPORATE AVERAGE FUEL ECONOWY ( CAFE) STANDARDS OR TO CONTAIN A
HYBRI D GAS- ELECTRI C MOTOR OR A MOTOR EQUI PPED FOR USI NG
ALTERNATI VE FUELS; TO REQUI RE A STATE AGENCY, DEPARTMENT,

I NSTI TUTI ON OR ACENCY TO PURCHASE A CERTAI N PERCENTAGE OF SUCH
VEHI CLES BY THE SCHEDULED TI ME SPECI FIED IN THI S ACT; TO PROVI DE
AN | NCOVE TAX CREDI T FOR CERTAI N TAXPAYERS WHO PURCHASE NEW HYBRI D
ELECTRI C VEHI CLES; TO LIMT THE AMOUNT OF THE TAX CREDI T TO
FEDERAL LIM TS OR THE AMOUNT OF | NCOVE TAX | MPOSED UPON THE
TAXPAYER FOR THE TAXABLE YEAR REDUCED BY THE SUM OF ALL OTHER
CREDI TS ALLOMBLE TO THE TAXPAYER UNDER THE STATE | NCOVE TAX LAWS
TO PROVI DE THAT ANY UNUSED PORTI ON OF THE TAX CREDI T MAY BE
CARRI ED FORWARD FOR THE NEXT FI VE SUCCEEDI NG TAX YEARS; TO PROVI DE
| NCOVE TAX CREDI TS TO THOSE WHO BUI LD NEW BUI LDI NGS OR
REHABI LI TATE OLD BUI LDI NGS | N ACCORDANCE W TH THE UNI TED STATES
GREEN BUI LDI NG COUNCI L; TO CLARI FY THAT THE OFFI CE OF THE ATTORNEY
GENERAL | S TO MONI TOR PETROLEUM BASED FUEL PRI CES THROUGHOUT THE
STATE; AND FOR RELATED PURPGOSES

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

SECTION 1. (1) Beginning July 1, 2007, any notor vehicle
purchased or | eased by any state departnent, institution or agency
shall nmeet the federal Corporate Average Fuel Econony (CAFE)

St andards or contain a hybrid notor powered by a conbination of
gasoline and electricity or a notor equi pped for using an
alternative fuel. For purposes of this section, the term
"alternative fuel" neans conpressed natural gas, |iquefied
petrol eum gas, refornul ated gasoline, nethanol, ethanol,
electricity, and any other fuel which neet or exceed federal C ean
Air Act standards.

(2) Al state departnments, institutions or agencies shal
achieve the followi ng percentages of replacenent vehicles that
exceed twenty-five (25) mles per gallon, contain a hybrid notor
powered by a conbi nation of gasoline and electricity, or a notor

equi pped for using alternative fuels, by the tines specified:
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(a) The percentage shall be equal to or greater than
twenty percent (20% of the nunber of the departnent's,
institution's or agency's fleet vehicles operated by January 1,
2009.

(b) The percentage shall be equal to or greater than
thirty percent (30% of the nunber of the departnent's,
institution's or agency's fleet vehicles operated by January 1,
2010.

(c) The percentage shall be equal to or greater that
fifty percent (50% of the nunber of the departnent's,
institution's or agency's fleet vehicles operated by January 1,
2012.

(3) The State Auditor in its annual report to the Senate and
House Conservation and Water Conmttees and the Joint Legislative
Budget Comm ttee shall show the progress in achieving the
percentage requirenents prescribed in paragraph (b).

SECTION 2. (1) For the purposes of this section, the term
"hybrid electric vehicle" neans a private carrier of passengers or
light carrier of property, as defined in Section 27-51-101, that:

(a) Meets all applicable federal and state regul atory
requi renents;

(b) Meets the current vehicle exhaust standard set
under the National Low Em ssion Vehicle Program for gasoline
power ed passenger cars; and

(c) Draws propul sion energy fromthe foll ow ng sources:

(1) An internal conbustion engine or heat engine
usi ng any conbustible fuel; and

(i1) An onboard rechargeabl e energy storage
system

(2) Subject to the provisions of this section, any taxpayer
who purchases a new hybrid electric vehicle without the intent to
resell the vehicle and who does not resell the vehicle within five

(5) years fromthe date of purchase shall be entitled to a credit
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agai nst the taxes inposed by this chapter in an anount equal to

t he anount established by federal |aw or the anmount of incone tax
i nposed upon the taxpayer for the taxable year reduced by the sum
of all other credits allowable to the taxpayer under the state

i ncone tax | aws, except credit for tax paynents made by or on
behal f of the taxpayer. |In the case of married individuals filing
separate returns, each person may cl aiman anount not to exceed
one-half (1/2) of the tax credit that would have been all owed for
ajoint return. The tax credit is available only for the taxable
year during which the hybrid electric vehicle was purchased, and a
hybrid electric vehicle may qualify for the credit only one (1)
time. To the extent that the allowable tax credit exceeds the
anount of the taxpayer's liability for the taxable year, the
unused portion of the tax credit may be carried forward for the
next five (5) succeeding tax years until the full anount of the
tax credit has been used.

(3) No person who receives a credit under the provisions of
this section shall alter the vehicle for which a credit is
received in any manner that changes the vehicle to such a
condition that the vehicle is no | onger a hybrid-electric vehicle.

SECTION 3. Section 2 of this act shall be codified as a
separate section in Chapter 7, Title 27, M ssissippi Code of 1972.

SECTION 4. (1) As used in this section, the follow ng words
shal | have the neani ngs ascribed herein unless the context clearly
requi res ot herw se:

(a) "Departnent” nmeans the Departnment of Environnental
Quality.

(b) (i) "Allowable costs" neans anounts that are paid
or incurred on or after July 1, 2007, for construction or
rehabilitation, conmm ssioning costs, interest paid or incurred
during the construction or rehabilitation period, architectural,
engi neering or other fees able to be allocated to construction or

rehabilitation, closing costs for construction, rehabilitation, or
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nortgage | oans, recording taxes and filing fees incurred with
respect to construction or rehabilitation, finishes and

furni shings consistent wwth the regul ati ons adopted by the
departnent under this section, lighting, plunbing, electrical
Wi ring, and ventilation.

(1i) "Alowable costs" does not include: the cost
of tel ephone systens and conputers, other than electrical wring
costs, legal fees allocable to construction or rehabilitation,
site costs, including tenporary electric wiring, scaffolding,
denolition costs, and fencing and security facilities, finishes or
furnishings that are not consistent with the regul ati ons adopted
by the department under this section, the cost of purchasing or
installing fuel cells, wind turbines, or photovoltaic nodule.

(c) "Applicable energy efficiency standards" neans
ASHRAE/ | ESNA St andard 90. 1- 1999, Energy Standard for Buil di ngs
Except Low Ri se Residential Buildings, published by the Anerican
Soci ety of Heating, Refrigerating and Air-Conditioning Engineers
and the Leadership in Energy and Environnmental Design (LEED) G een
Bui | ding Rating System and any applicabl e standard established by
the federal Departnent of Energy.

(d) "Base building" nmeans all areas of a building not
i ntended for occupancy by a tenant or owner, including the
structural conponents of the building, exterior walls, floors,

w ndows, roofs, foundations, chimeys and stacks, parking areas,
nmechani cal roonms and nechani cal systens, and owner-controlled or
oper ated servi ce spaces, sidewal ks, main | obby, shafts and
vertical transportation nechanisns, stairways, and corridors.

(e) "Comm ssioning" has the follow ng neanings: (i) the
testing and fine-tuning of heat, ventilating, and air-conditioning
systens and ot her systens to assure proper functioning and
adherence to design criteria; and (ii) the preparation of system

operation manual s and instruction of maintenance personnel.
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(f) "Credit allowance year" neans the later of: (i)
the taxabl e year during which the property, construction,
conpletion, or rehabilitation on which the credit allowed under
this section is based is originally placed in service; or a fuel
cell, wind turbine, or photovoltaic nodule constitutes a
qualifying alternate energy source and is fully operational;
or the earliest taxable year for which the credit may be cl ai ned
under the initial credit certificate issued under subsection (k)
of this section.

(g) "Eligible building" neans a building |ocated in the
state that:

(1) Is a building used primarily for residenti al
pur poses;

(iit) 1. Is a building used primarily for
nonresi denti al purposes if the building contains at |east twenty
t housand (20,000) square feet of interior space; or 2. Is a
residential multifamly building with at |east twelve (12)
dwelling units that contains at |east twenty thousand (20, 000)
square feet of interior space; or 3. |Is any conbination of
bui | di ngs described in this subparagraph (9);

(tiit) Is anewy constructed building for which a
certificate of occupancy was not issued before the effective date
of this act, and: 1. Is located on a qualified brownfields site,
as defined under state law, 2. Is located in a priority funding
area and is not |ocated on wetlands, the alteration of which
requires a permt under 8 404 of the federal C ean Water Act, 33
USCS § 1344; or

(iv) Is arehabilitated building that is not an
i ncrease of nore than twenty-five percent (25% in the square
footage of the building, neet applicable energy efficiency

st andar ds.
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(h) "Fuel cell™ means a device that produces
electricity directly from hydrogen or hydrocarbon fuel through a
nonconbusti ve el ectrochem cal process.

(1) "Geen base building" neans a base building that is
part of an eligible building and neets the requirenents set out in
this section.

(j) "Geen whole building” nmeans a building for which
the base building is a green base building and all space is green
space.

(k) "Green tenant space" neans tenant space in a
building if the building is an eligible building and the tenant
space neets the requirenents of this section

(1) "Incremental cost of building-integrated
phot ovol t ai ¢ nodul es" neans:

(i) The cost of building-integrated photovoltaic
nodul es and any associ ated inverter, additional wring or other
el ectrical equipnent for the photovoltaic nodul es, or additional
nmounting or structural materials, |less the cost of spandrel glass
or other building material that woul d have been used if
bui | di ng-i ntegrated photovol taic nodul es were not install ed;

(i1) Increnmental |abor costs properly allocable to
on-site preparation, assenbly, and original installation of
phot ovol tai ¢ nodul es; and

(ti1) Increnmental costs of architectural and
engi neering services and designs and plans directly related to the
construction or installation of photovoltaic nodul es.

(m "Qualifying alternate energy sources" neans
bui | di ng-i ntegrated and nonbui |l di ng-i ntegrated photovoltaic
nodul es, wi nd turbines, and fuel cells installed to serve the base
bui l di ng or tenant space that:

(i) Have the capability to nonitor their actual

power out put;
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(i) Are fully comm ssioned upon installation, and
annual ly thereafter, to ensure that the systens neet their design
specifications; and

(ti1) In the case of wind turbines, neet any
appl i cabl e noi se ordi nances.

(n) "Tenant inprovenents" neans inprovenents that are
necessary or appropriate to support or conduct the business of a
t enant or occupyi ng owner.

(o) "Tenant space" neans the portion of a building
i ntended for occupancy by a tenant or occupyi ng owner.

(2) Credit authorized. (a) An individual or a corporation
may claima credit against the state incone tax as provi ded under
this section for green buildings and green buil ding conponents.

(b) If the credit allowed under this section exceeds
the state incone tax, any unused credit may be carried forward and
applied for succeeding taxable years until the earlier of:

(1) The full amount of the credit is used; or

(1i) The expiration of the tenth (10th) year after
the taxable year for which the credit was all owed.

(c) For each of the credits under this section, the
credit may not be allowed for any taxable year unless:

(1) The taxpayer has obtained and filed an initial
credit certificate and an eligibility certificate issued under
this section;

(ii) Acertificate of occupancy for the building
has been issued; and

(ti1) The property with respect to which the
credit is clained is in service during the taxable year.

(d) The total anount allowed in the aggregate for al
credits under this section may not exceed the maxi numset forth in

the initial credit certificate obtai ned under this section.
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(e) In determning the anobunt of the credits under this
section, a cost paid or incurred may not be the basis for nore
than one credit.

(3) Amount of credit - Geen whole building. (a) For the
taxabl e year that is the credit allowance year, an owner or tenant
may claima credit in an anount equal to ten percent (10% of the
al l owabl e costs paid or incurred by the owner or tenant for the
construction of a green whole building or the rehabilitation of a
buil ding that is not a green whole building to be a green whole
bui | di ng.

(b) The allowable costs used to determ ne the credit
anount all owed under this subsection for a green whol e buil ding
may not exceed in the aggregate:

(i) One Hundred Twenty Dol lars ($120) per square
foot for that portion of the building that conprises the base
bui | di ng; and

(ii) Sixty Dollars ($60) per square foot for that
portion of the building that conprises the tenant space.

(4) Amount of credit - Green base building. (a) For the
taxabl e year that is the credit allowance year, an owner may claim
a credit in an anmobunt equal to ten percent (10% of the allowable
costs paid or incurred by the owner for the construction of a
green base building or the rehabilitation of a building that is
not a green base building to be a green base buil di ng.

(b) The allowable costs used to determ ne the credit
anount all owed under this subsection for a green base buil ding may
not exceed, in the aggregate, One Hundred Twenty Dol lars ($120.00)
per square foot.

(5 Amount of credit - Green tenant space. (a) For the
taxabl e year that is the credit allowance year, an owner or tenant
may claima credit in an anobunt equal to six percent (6% of the
al l owabl e costs for tenant inprovenents paid or incurred by the

owner or tenant in the construction or conpletion of green tenant
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space or the rehabilitation of tenant space that is not green
t enant space to be green tenant space.

(b) (i) The allowable costs used to determ ne the
credit anmount allowed under this subsection for green tenant space
may not exceed, in the aggregate, Sixty Dollars ($60) per square
foot.

(i) If an owner and tenant both incur allowable
costs for tenant inprovenents under this subsection and the costs
exceed Sixty Dollars ($60) per square foot in the aggregate, the
owner has priority as to costs constituting the basis for the
green tenant space credit under this subsection.

(c) The credit under this subsection for green tenant
space may not be clainmed by an owner of a building that occupies
fewer than ten thousand (10, 000) square feet of the building.

(d) The credit under this subsection for green tenant
space may not be clainmed by a tenant that occupies fewer than five
t housand (5, 000) square feet.

(6) Amount of credit - Fuel cell. (a) For the taxable year
that is the credit allowance year, an owner or tenant may claima
credit in the anmount determ ned under this subsection for the
installation of a fuel cell that is a qualifying alternate energy
source and is installed to serve a green whol e building, green
base building, or green tenant space.

(b) The anount of the credit allowed under this
subsection is twenty percent (20% of the sumof the capitalized
costs paid or incurred by an owner or tenant with respect to each
fuel cell installed, including the cost of the foundation or
pl atform and the | abor costs associated with installation.

(c) The costs used to determne the credit anpount
al l oned under this subsection for installation of a fuel cell:

(i) May not exceed One Thousand Dol |l ars ($1, 000)

per kilowatt of installed DC rated capacity of the fuel cell; and
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(i1i1) Shall be reduced by the anount of any
federal, State, or |local grant:

1. Received by the taxpayer and used for the
purchase or installation of the fuel cell; and

2. Not included in the federal gross incone
of the taxpayer.

(7) Amount of credit - Photovoltaic nodules. (a) For the
taxabl e year that is the credit allowance year, an owner or tenant
may claima credit in the anount determ ned under this subsection
for the installation of photovoltaic nodules that constitute a
qualifying alternate energy source and are installed to serve a
green whol e building, green base building, or green tenant space

(b) The anount of the credit allowed under this
subsection is:

(i) Twenty percent (20% of the increnental cost
paid or incurred by an owner or tenant for building-integrated
phot ovol tai ¢ nodul es; and

(i) Twenty-five (259 of the cost of
nonbui | di ng-i ntegrat ed photovol tai c nodul es, including the cost of
the foundation or platformand the | abor costs associated with
installation.

(c) The costs used to determne the credit anpount
al l oned under this subsection for installation of photovoltaic
nodul es:

(1) My not exceed the product obtained by
mul tiplying Three Dollars ($3) tines the nunber of watts included
in the DC rated capacity of the photovoltaic nodul es; and

(i1i1) Shall be reduced by the anount of any
federal, state, or |local grant:

1. Received by the taxpayer and used for the
purchase or installation of the photovoltaic equipnent; and
2. Not included in the federal gross incone

of the taxpayer.
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(d) A credit may not be clainmed under this subsection
for the installation of photovoltaic nodules if the credit under
subtitle is claimed wwth respect to the photovol taic nodul es.

(8 Amount of credit - Wnd turbine. (a) For the taxable
year that is the credit all owance year, an owner or tenant nay
claima credit in the anbunt determ ned under this subsection for
the installation of a wind turbine that is a qualifying alternate
energy source and is installed to serve a green whol e buil di ng,
green base buil ding, or green tenant space.

(b) The anount of the credit allowed under this
subsection is twenty-five percent (25% of the sumof the
capitalized costs paid or incurred by an owner or tenant with
respect to each wind turbine installed, including the cost of the
foundation or platformand the | abor costs associated with
installation.

(9) Regulations - Geen base building. (a) By regulation,
the departnent shall adopt applicable energy efficiency standards
for a building to qualify as a green base building eligible for
the tax credits under this section that are consistent with the
criteria for green base buildings set forth by the United States
Green Building Council or other simlar criteria.

(b) The regul ati ons adopted under this subsection shal
provide that the energy use shall be no nore than sixty-five
percent (65% for new construction of a base building, or
seventy-five percent (75% in the case of rehabilitation of a base
bui Il ding, of the energy use attributable to a reference buil ding
whi ch neets the requirenments of applicable energy efficiency
st andar ds.

(10) Regulations - Geen tenant. (a) By regulation, the
departnent shall adopt standards for tenant space to qualify as
green tenant space eligible for the tax credits under this section

that are consistent with the criteria for green tenant space set
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358 forth by the United States G een Building Council or other simlar
359 criteria.

360 (b) The regul ati ons adopted under this subsection shal
361 provide that the energy use shall be no nore than sixty-five

362 percent (65% for new construction, or seventy-five percent (75%
363 in the case of rehabilitation, of the energy use attributable to a
364 reference building which neets the requirenments of applicable
365 energy efficiency standards.

366 (11) Initial credit certificate; eligibility certificate;
367 witten report. (1) (a) On application by a taxpayer, the

368 Departnent shall issue an initial credit certificate if the

369 taxpayer has nmade a showi ng that the taxpayer is likely within a
370 reasonable tine to place in service property for which a credit
371 under this section would be all owed.

372 (b) The initial credit certificate issued under this
373 paragraph:

374 (1) Shall state the earliest taxable year for
375 which the credit may be clainmed and an expiration date; and

376 (ii) Shall apply only to property placed in

377 service on or before the expiration date.

378 (c) To avoid unwarranted hardship, the Departnent at
379 its discretion may extend the expiration date stated under an
380 initial credit certificate.

381 (d) The initial credit certificate shall state the
382 maxi mum amount of credit allowable in the aggregate for al

383 credits allowed under this section.

384 (e) The departnent may not issue initial credit

385 certificates during a state fiscal year, in the aggregate, for
386 nore than Twenty-five MIlion Dollars ($25,000,000) worth of

387 credits.

388 (f) Except as otherw se provided in this section,

389 initial credit certificates shall be limted in their

390 applicability, as foll ows:
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Credits in the aggregate nmay Wth respect to taxable

not be allowed for nore than: year s begi nni ng:
$1 mllion 2006
$2 mllion 2007
$3 mllion 2008
$4 mllion 2009
$5 mllion 2010
$4 mllion 2011
$3 mllion 2012
$2 mllion 2013
$1 million 2014

(g) As of the end of a calendar year, if certificates
for credit anmounts totaling |l ess than the anount permtted with
respect to taxable years beginning in that cal endar year have been
i ssued, the maxi num anmount that may be all owed for taxable years
begi nning in the subsequent cal endar year shall be increased by
t he amount of the preceding year's shortfall.

(h) The departnment may not issue an initial credit
certificate after Decenber 31, 2011.

(i) On January 1, 2008, and each year thereafter, the
departnent shall provide to the Tax Comm ssion a |ist of al
taxpayers in the prior taxable year that have been issued an
initial credit certificate and shall specify for each taxpayer the
earliest taxable year for which the credit may be clained and the
maxi mrum anount of the credit allowable in the aggregate for al
credits allowed under this section.

(2) (a) For each taxable year for which a taxpayer clains a
credit under this section with respect to a green whol e buil di ng,
green base buil ding, green tenant space, fuel cell, photovoltaic
nodul e, or wind turbine, the taxpayer shall obtain an eligibility
certificate froman architect or professional engineer licensed to

practice in this state.
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(b) An eligibility certificate issued under this
paragraph shall consist of a certification, under the seal of the
architect or engineer, that the property that is the basis for the
credit that is clainmed is in service and that:

(1) The building, base building, or tenant space
Wi th respect to which the credit is clained is a green whole
bui | di ng, green base building, or green tenant space;

(ii) Any fuel cell, photovoltaic nodule, or wnd
turbine with respect to which the credit is clained constitutes a
qualifying alternate energy source and is fully operational;

(ti1) The certification under subparagraph (ii) of
t hi s paragraph:

1. Shall be nmade in accordance wth the
regul ati ons adopted by the departnent under this section
speci fying the standards and guidelines for each credit under this
section; and

2. Shall set forth the specific findings on
which the certification was based.

(iv) The taxpayer shall file the eligibility
certificate and the associated initial credit certificate with the
taxpayer's incone tax return and shall file duplicate copies of
the eligibility certificate with the departnent; and

(v) The eligibility certificate shall include:

1. Sufficient information to identify each
bui |l ding or space; and

2. Any other information that the departnent
or the Tax Conmm ssion requires by regul ation.

(3) If the departnent has reason to believe that an
architect or professional engineer, in making any certification
under this subsection, engaged in professional m sconduct, the
departnent shall informthe appropriate professional board of the

suspected m sconduct.
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(4) (a) The departnment nmay adopt regul ati ons necessary to
carry out the provisions of this section.

(b) Regul ations adopted under this section shal
construe the provisions of this section in such a manner as to
encour age the devel opnent of green whol e buil dings, green base
bui | di ngs, and green tenant space and to maintain high, but
commercially reasonabl e, standards for obtaining tax credits under
this section.

(5 On or before April 1, 2008, the Tax Conm ssion and the
departnent, jointly and in consultation with the Departnent of the
Environnent, shall submt to the Legislature:

(a) The nunmber of certifications and taxpayers cl ai mng
the credit under this section;

(b) The anobunt of the credits clained,

(c) The geographical distribution of the credits
cl ai med; and

(d) Any other avail able information the depart nent
determ nes to be neani ngful and appropriate.

(6) The Tax Commi ssion shall ensure that the information is
presented and classified in a manner consistent with the
confidentiality of tax return information.

SECTION 5. (1) The Legislature finds and determ nes that

the petroleumindustry is an essential elenment of the M ssissipp
econony and is therefore of vital inportance to the health and
wel fare of all M ssissippians.

The Legislature further finds and determ nes that a conplete
and t horough understandi ng of the operations of the petrol eum
industry is required by state governnent at all tinmes to enable it
to respond to possible shortages, oversupplies or other
di sruptions and to assess whether all consuners including
energency service agencies, state and | ocal governnent agencies,
and agricultural and busi ness consuners of petrol eum products have

adequat e and econom c supplies of fuel.
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(2) The Attorney General is authorized to nonitor petrol eum
based fuel prices throughout the state, using the G| Price
I nformation Services (OPI'S) or any other service, approved by the
Attorney General, that nonitors petrol eum based fuel prices
t hroughout the state. The Attorney General nmay pronul gate such
rul es and regul ati ons necessary to effectuate only his authority
to nmonitor petrol eum based fuel prices.

SECTION 6. Nothing in this act shall affect or defeat any
claim assessnent, appeal, suit, right or cause of action for
t axes due or accrued under the incone tax |aws before the date on
whi ch this act becones effective, whether those clains,
assessnents, appeals, suits or actions have been begun before the
date on which this act becones effective or are begun after; and
the provisions of the incone tax |laws are expressly continued in
full force, effect and operation for the purpose of the
assessnent, collection and enrollnment of liens for any taxes due
or accrued and the execution of any warrant under those |aws
before the date on which this act becones effective, and for the
i nposition of any penalties, forfeitures or clains for failure to
conply with those | aws.

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

and after July 1, 2007.
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