M SSI SSI PPl LEG SLATURE REGULAR SESSI ON 2007

By:

OCO~NOUITRARWNE

Represent ati ves Wat son, Brown To: Ways and Means

HOUSE BI LL NO. 1578

AN ACT TO PROVI DE FOR AN | NCOVE TAX AND | NSURANCE PREM UM TAX
CREDI T FOR TAXPAYERS THAT PAY A QUALI FI ED COMMUNI TY DEVELOPMENT
ENTI TY FOR QUALI FI ED EQUI TY | NVESTMENTS; TO PROVI DE THAT THE
AMOUNT OF THE CREDI T SHALL BE EQUAL TO A CERTAI N PERCENTAGE OF THE
ADJUSTED PURCHASE PRI CE PAID TO THE QUALI FI ED COVWUNI TY
DEVELOPMENT ENTITY FOR THE QUALI FI ED EQUI TY | NVESTMENT; TO PROVI DE
THAT THE MAXI MUM AGGREGATE AMOUNT OF THE CREDI TS THAT MAY BE
ALLOCATED TO ALL TAXPAYERS | N ANY ONE STATE FI SCAL YEAR SHALL NOT
EXCEED $15, 000, 000. 00 AND THAT THE CREDI TS SHALL BE ALLOCATED BY
THE M SSI SSI PPl DEVELOPMENT AUTHORI TY ON A FI RST- COVE,

FI RST- SERVED BASI S; TO PROVI DE FOR THE RECAPTURE OF ALL OR A
PORTI ON OF THE CREDI T UNDER CERTAI N Cl RCUMSTANCES; TO AMEND
SECTI ON 27-15-129, M SSI SSI PPI CODE OF 1972, TO PROVI DE THAT THE
I NVESTMENTS THAT MAY REDUCE A TAXPAYER S | NSURANCE PREM UM TAX

LI ABI LI TY UNDER SUCH SECTI ON SHALL NOT | NCLUDE ANY | NVESTMENT FOR
VH CH A CREDI T | S ALLOCATED UNDER THI S ACT; AND FOR RELATED
PURPOSES.

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

(a) "Adjusted purchase price" neans the investnent in
the qualified cormmunity devel oprment entity for the qualified
equity investrment in projects located in M ssissippi:

For the purposes of calculating the anount of qualified
| ow-i ncome conmunity investnments held by a qualified community
devel opnment entity, an investnment will be considered held by a
qual i fied conmunity devel opnent entity even if the investnment has
been sold or repaid; provided that the qualified community
devel opnent entity reinvests an anount equal to the capital
returned to or recovered by the qualified community devel opnment
entity fromthe original investnment, exclusive of any profits
realized, in another qualified | owincome conmunity investnment in
M ssissippi within twelve (12) nonths of the receipt of such
capital. A qualified comunity devel opnent entity will not be

required to reinvest capital returned fromthe qualified
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| ow-i ncome community investnents after the sixth anniversary of
the issuance of the qualified equity investnent, the proceeds of
whi ch were used to make the qualified | owincone community
investnent, and the qualified |l owincone community investment wll
be considered held by the qualified conmunity devel opnent entity
t hrough the seventh anniversary of the qualified equity

i nvestnent ’s i ssuance.

(b) "Applicable percentage"” neans four and one-half
percent (4-1/2% for each of the second through seventh credit
al | owance dates.

(c) "Credit allowance date" neans, with respect to any
equity investnent:

(1) The date upon which the investnent is
initially made; and

(i1i1) Each of the subsequent six (6) anniversary
dates of the date upon which the investnent is initially nade.

(d) "Qualified community devel opnent entity" shall have
the nmeani ng ascribed to such termin Section 45D of the Internal
Revenue Code of 1986, as anended, if the entity has entered into
an Allocation Agreenent wth the Community Devel opnent Fi nanci al
Institutions Fund of the United States Departnent of the Treasury
Wth respect to credits authorized by Section 45D of the Internal
Revenue Code of 1986, as anended.

(e) "Long-term debt security" neans any debt instrunent
i ssued by a qualified community devel opnent entity, at par val ue
of a premum wth an original maturity date of at |east seven (7)
years fromthe date of its issuance, with no accel eration of
repaynent, anortization or prepaynent features prior to its
original maturity date, and with no distribution, paynment or
interest features related to the profitability of the qualified
comuni ty devel opnent entity or the performance of the qualified
comuni ty devel opnent entity's investnent portfolio; however, this

shall in no way Iimt the holder's ability to accel erate paynents
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of the debt instrument in situations where the qualified community
devel opment entity has defaulted on covenants designed to ensure
conpliance with this section or Section 45D of the Internal
Revenue Code of 1986, as anended.

(f) "Qualified active |lowinconme community business”
shal | have the neaning ascribed to such termin Section 45D of the
I nternal Revenue Code of 1986, as anended.

(g) "Qualified equity investnent" nmeans any equity
investnment in, or long-termdebt security issued by, a qualified
community devel opnent entity that:

(i) Has been allocated by the M ssissipp
Devel opnent Aut hority;

(ii) Is acquired after January 1, 2007, at its
original issuance solely in exchange for cash

(iii1) Has at least eighty-five percent (85% of
its cash purchase price used by the qualified community
devel opnent entity to nmake qualified | owinconme conmunity
i nvestnents; and

(iv) 1s designated by the qualified community
devel opnent entity as a qualified equity investnent.

(h) "Qualified | owincome conmunity investnent" shal
have the neaning ascribed to such termin Section 45D of the
I nternal Revenue Code of 1986, as anended.

(2) A taxpayer that holds a qualified equity investnent on
the credit allowance date of the qualified equity investnment shal
be entitled to a credit applicable against the taxes inposed by
Sections 27-7-5, 27-15-103 and 27-15-109 during the taxable year
that includes the credit allowance date. The amobunt of the credit
shall be equal to the applicable percentage of the adjusted
purchase price paid to the qualified community devel opnent entity
for the qualified equity investnent in Mssissippi. The amount of
the credit that may be utilized in any one (1) tax year shall be

limted to an anount not greater than the total tax liability of
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t he taxpayer for the taxes inposed by the above-referenced
sections. The credit shall not be refundable or transferable.
Any unused portion of the credit may be carried forward for seven
(7) taxable years beyond the |last credit allowance date. The
maxi mum aggr egat e anount of qualified equity investnents that may
be allocated by the M ssissippi Devel opnent Authority may not
exceed an anmount that would result in taxpayers claimng in any
one (1) state fiscal year credits in excess of Fifteen MIIlion
Dol I ars ($15, 000, 000. 00), exclusive of credits that m ght be
carried forward from previous taxable years. The M ssissipp
Devel opment Authority shall allocate credits within this limt as
provided for in subsection (4) of this section.

(3) Tax credits authorized by this section that are earned
by a partnership, limted liability conpany, S-corporation or
other simlar pass-through entity, may be allocated to the
partners, nenbers or sharehol ders of such entity in accordance
wi th the provisions of any agreenent of the partners, nenbers or
shar ehol ders.

(4) The qualified community devel opnent entity shall apply
for credits with the M ssissippi Devel opnment Authority on forns
prescri bed by the M ssissippi Devel opnent Authority. In the
application the qualified community devel opnent entity shal
certify to the M ssissippi Devel opnent Authority the anticipated
dol I ar anpbunt of the qualified equity investnents to be nade in
this state during the first twelve-nonth period follow ng the
initial credit allowance date. The M ssissippi Devel opnent
Aut hority shall allocate credits based on the anticipated doll ar
anmount of qualified equity investnents as certified in the
application on a first-conme, first-served basis. |If on the second
credit all owance date the actual dollar anount of the investnents
is lower than the anmount estimated, the M ssissippi Devel opnent

Aut hority shall adjust the tax credit allowed under this section.
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The State Tax Comm ssion may recapture all or a portion of the
credit allowed under this section if:

(a) Any anount of federal tax credits available with
respect to a qualified equity investnent that is eligible for a
tax credit under this section is recaptured under Section 45D of
the Internal Revenue Code of 1986, as anended; or

(b) The qualified community devel opnent entity redeens
or nmakes any principal repaynent with respect to a qualified
equity investnent prior to the seventh anniversary of the issuance
of the qualified equity investnent.

Any credits that are subject to recapture under this
subsection shall be recaptured fromthe taxpayer that actually
claimed the credit.

(5) The M ssissippi Devel opnent Authority shall pronul gate
rules and regulations to inplenent the provisions of this section.

SECTION 2. Section 27-15-129, M ssissippi Code of 1972, is
amended as foll ows:

27-15-129. (1) The anount of prem umtax payabl e pursuant
to Sections 27-15-103, 27-15-109, 27-15-119 and 83-31-45,

M ssi ssi ppi Code of 1972, shall be reduced fromthe anount
otherwi se fixed in such sections if the payer files a sworn
statenent with the required annual report showi ng as of the
begi nning of the reporting period that at |east the foll ow ng
anounts of the total admtted assets of the payer were invested
and mai ntained in qualifying Mssissippi investnents as
herei nafter defined in subsection (2) of this section over the
period covered by such report:

Percentage of Total Admtted Percent age of Prem um

Assets in Qualifying Tax Payabl e

M ssi ssippi I nvestnents

1% 99%

2% 98%

3% 97%
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4% 96%
5% 95%
6% 94%
7% 93%
8% 92%
9% 91%
10% 80%
15% 70%
20% 60%
25% 50%

(2) For the purpose of this section, "a qualifying
M ssi ssippi investnent” is hereby defined as foll ows:

(a) Certificates of deposit issued by any bank or
savi ngs and | oan association domciled in this state;

(b) Bonds of this state or bonds of nunicipal, school,
road or levee districts, or other political subdivisions of this
st at e;

(c) Loans evidenced by notes and secured by deeds of
trust on property located in this state;

(d) Real property located in this state;

(e) Policy loans to residents of M ssissippi, or other
loans to residents of this state, or to corporations domciled in
this state;

(f) Conmon or preferred stock, bonds and ot her
evi dences of indebtedness of corporations domciled in this state;
and

(g) Cash on deposit in any bank or savings and | oan
association domciled in this state.

"A qualifying Mssissippi investnent" shall not include any

investnent for which a credit is allocated under Section 1 of

House Bill No. 1578, 2007 Regul ar Sessi on.

(3) If the credits, or any part thereof, authorized by the

precedi ng provisions of this section shall be held by a court of
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final jurisdiction to be unconstitutional and void for any reason
or to make the annual prem umtaxes |evied by Sections 27-15-103,
27-15-109, 27-15-119 and 83-31-45, M ssissippi Code of 1972,
unlawful Iy discrimnatory or otherw se invalid under the
Fourteenth Amendnent or the Commerce Cl ause of the Constitution of
the United States or under any state or other Federal
Constitutional provisions, it is hereby expressly declared that
such fact shall in no way affect the validity of the annual
prem um taxes | evied thereby, and that such provisions would have
been enacted even though the Legislature had known this credit
section would be held invalid.

(4) This section shall apply to taxes accruing and
i nvestnents existing fromand after July 1, 1985.

SECTION 3. This act shall take effect and be in force from

and after January 1, 2007.
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