M SSI SSI PPl LEG SLATURE REGULAR SESSI ON 2007

By: Senator(s) Simmons, Horhn, Thonas, To: Finance
Butl er, Jordan, Jackson (11th), Wlls,
Dawki ns, W I Il iamson, Harden

SENATE BI LL NO 3181

AN ACT TO CREATE A TASK FORCE TO STUDY THE TAX SYSTEM OF THI S
STATE AND TO MAKE RECOMVENDATI ONS THEREON TO THE LEGQ SLATURE; TO
ESTABLI SH A JOB TAX CREDI T FOR SMALL BUSI NESSES THAT EMPLOY 25 OR
FEWER EMPLOYEES; TO BASE THE AMOUNT OF THE CREDI T ON THE HOURLY
WAGE PAI D TO SUCH EMPLOYEES; TO AMEND SECTI ONS 27-103- 153 AND
27-103-155, M SSISSI PPI CODE OF 1972, TO ESTABLI SH A TASK FORCE OF
LEG SLATI VE AND EXECUTI VE BRANCH REPRESENTATI VES TO DEVELOP
RECOMVENDATI ONS NECESSARY TO | MPLEMENT THE "M SSI SSI PPI
PERFORMANCE BUDGET AND STRATEGQ C PLANNI NG ACT OF 1994," TO DI RECT
10 THE TASK FORCE TO ESTABLI SH GUI DELI NES FOR THE LEVEL OF TRAI NI NG
11 FOR LEQ SLATI VE AND EXECUTI VE BRANCH PERSONNEL TO UTI LI ZE
12 PERFORVANCE- BASED BUDGETI NG AS A MANAGEMENT FUNCTI ON, AND TO
13 REQUI RE APPROPRI ATI ON BI LLS TO | NCLUDE PERFORVANCE TARGETS AND
14 EVALUATI ONS BEG NNI NG W TH THE 2008 REGULAR SESSI ON; TO AMEND
15 SECTION 27-7-5, M SSISSI PPl CODE OF 1972, TO | NCREASE THE | NCOVE
16 TAX RATE; TO AMEND SECTION 27-7-901, M SSISSI PPI CODE OF 1972, TO
17 I NCREASE THE TAX ON AMOUNTS PAI D OR CREDI TED BY GAM NG
18 ESTABLI SHVENTS TO PATRONS; TO AMEND SECTI ON 27-7-903, M SSI SSI PPI
19 CODE OF 1972, TO | NCREASE THE AMOUNT OF THE TAX LEVI ED ON PATRONS
20 OF GAM NG ESTABLI SHVENTS ON AMOUNTS THAT ARE PAI D OR CREDI TED TO
21 SUCH PATRONS BY GAM NG ESTABLI SHVENTS; TO AMEND SECTI ONS 27-13-5
22 AND 27-13-7, M SSISSI PPl CODE OF 1972, TO | NCREASE THE FRANCHI SE
23 TAX; TO AMEND SECTI ON 27-65-17, M SSI SSI PPl CODE OF 1972, TO
24 | NCREASE THE SALES TAX ON PRI VATE CARRI ERS OF PASSENGERS AND LI GHT
25 CARRI ERS OF PROPERTY; TO AMEND SECTION 27-65-18, M SSI SSI PPl CODE
26 OF 1972, TO | NCREASE TAX LEVI ED ON PERSONS SELLI NG TANG BLE
27 PERSONAL PROPERTY OR PERFORM NG ANY CONSTRUCTI ON ACTIVITY UPON
28 CERTAI N FLOATI NG STRUCTURES; TO AMEND SECTI ON 27-65-19,

29 M SSISSI PPl CODE OF 1972, TO | NCREASE THE SALES TAX ON ENERGY SOLD
30 TO MANUFACTURERS, CUSTOM PROCESSORS AND CERTAI N TECHNOLOGY

31 I NTENSI VE ENTERPRI SES; TO AMEND SECTI ON 27-65-21, M SSI SSI PPl CODE
32 OF 1972, TO | NCREASE THE CONTRACTOR S TAX; TO CREATE NEW SECTI ON
33 27-65-26, M SSISSIPPI CODE OF 1972, TO | MPOSE A SALES TAX AT THE
34 RATE OF 1% ON RETAIL SALES OF CERTAIN FOODS WTH N A MJNI Cl PAL

35 CORPORATI ON; TO AMEND SECTION 27-65-75, M SSI SSI PPI CODE OF 1972,
36 TO PROVI DE THAT THE REVENUE COLLECTED FROM THE SALES TAX ON RETAI L
37 SALES WTH N A MUNI Cl PAL CORPORATI ON OF CERTAI N FOOD FOR HUVAN

38 CONSUMPTI ON SHALL BE ALLOCATED AND PAID TO THE MUNI Cl PALITY; TO

39 AMEND SECTI ON 27-65-111, M SSI SSI PPI CODE OF 1972, TO REMOVE THE
40 SALES TAX EXEMPTI ON ON RETAI L SALES OF MOTOR FUELS AND TO EXEMPT
41 FROM SALES TAXATI ON RETAI L SALES QUTSI DE A MUNI Cl PAL CORPORATI ON
42 OF CERTAIN FOODS; TO AMEND SECTION 27-69-13, M SSI SSI PPI CODE OF
43 1972, TO I NCREASE THE EXClI SE TAX ON Cl GARETTES; AND FOR RELATED
44  PURPCSES.

OCO~NOUITRARWNE

45 BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF M SSI SSI PPI :
46 SECTION 1. (1) There is created a task force to study the
47 tax systemof Mssissippi. The task force shall nake a report of

48 its findings and recommendations to the Legislature during the
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2008 Regul ar Legi sl ative Session, including any recommended
| egi sl ation.
(2) The task force shall be conposed of the follow ng
twenty-five (25) nenbers:
(a) Ten (10) nenbers appointed by the Speaker of the
M ssi ssi ppi House of Representatives as foll ows:

(i) The Speaker Pro Tenpore of the House;

(1i) The Chairman of the House Ways and Means
Commi tt ee;

(ii1) The Chairman of the House Appropriations
Commi tt ee;

(tv) Two (2) certified public accountants froma
list of twenty (20) certified public accountants submtted by the
State Board of Public Accountancy;

(v) A representative of the M ssissipp
Supervi sors Associ ati on;

(vi) A representative of the M ssissippi Minicipal
League,

(vii) A representative of one (1) of the state
institutions of higher |earning; and

(viii) Two (2) representatives of the general
publi c;

(b) Ten (10) nenbers appointed by the Lieutenant
Governor of the State of M ssissippi as follows:

(1) The President Pro Tenpore of the Senate;

(i1i1) The Chairman of the Senate Finance Commttee;

(iii1) The Chairman of the Senate Appropriations
Commi tt ee;

(tv) Two (2) certified public accountants froma
list of twenty (20) certified public accountants submtted by the
State Board of Public Accountancy;

(v) A representative of the M ssissipp

Manuf act urers Associ ati on;
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(vi) A representative of the Taxation Section of
The M ssi ssi ppi Bar;

(vii) A representative of one (1) of the state
institutions of higher |earning; and

(viii) Two (2) representatives of the general
public; and

(c) Five (5) nenbers appointed by the Governor of the

State of M ssissippi as follows:

(1) The Chairman of the M ssissippi State Tax
Conmi ssi on;

(1i) The Executive Director of the M ssissipp
Devel opnent Aut hority;

(ti1) A representative of one (1) of the state
institutions of higher |earning; and

(iv) Two (2) representatives of the general
public.

(3) Appointnents shall be nade within thirty (30) days after
the effective date of this act. A nmgjority of the nmenbers of the
task force shall constitute a quorum In the selection of its
officers and the adoption of rules, resolutions and reports, an
affirmative vote of a majority of the task force shall be
required.

(4) The task force shall study and nmake recommendati ons
regarding the inposition of state taxes and the granting of tax
exenptions in all areas of taxation including, but not limted to,
sal es taxes, incone taxes, privilege taxes, fuel taxes, diversions
of taxes and the relationship between state and | ocal taxes.

(5) Menbers of the task force who are not |egislators, state
officials or state enpl oyees shall be conpensated at the per diem
rate authorized by Section 25-3-69 and shall be reinbursed in
accordance with Section 25-3-41 for m | eage and actual expenses
incurred in the performance of their duties. Legislative nenbers

of the task force shall be paid fromthe contingent expense funds
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of their respective houses in the sane manner as provided for
commttee neetings when the Legislature is not in session.
However, no per diemor expense for attending neetings of the task
force will be paid to legislative nenbers of the task force while
the Legislature is in session. No task force nenber may incur per
diem travel or other expenses unless previously authorized by
vote, at a neeting of the task force, which action shall be
recorded in the official mnutes of the neeting. Nonlegislative
menbers shall be paid fromany funds made avail able to the task
force for that purpose.

(6) The task force shall use clerical and | egal staff
al ready enpl oyed by the Legislature and any other staff assistance
made available to it. To effectuate the purposes of this section,
any departnent, division, board, bureau, conm ssion or agency of
the state or of any political subdivision thereof shall, at the
request of the chairman of the task force, provide to the task
force such facilities, assistance and data as will enable the task
force to properly carry out its tasks.

SECTION 2. (1) Small businesses with twenty-five (25) or

fewer enployees are allowed a job tax credit for taxes inposed by
this chapter as follows for each enployee hired on or after
January 1, 2008, and who are enployed for a full year:

(a) For enployees who are paid at least Six Dollars
($6.00) per hour but less than Seven Dol lars ($7.00) per hour, One
Thousand Dol | ars ($1, 000. 00) annual ly.

(b) For enployees who are paid at |east Seven Dol lars
($7.00) per hour but less than Ei ght Dollars ($8.00) per hour, One
Thousand Five Hundred Dol | ars ($1,500.00) annually.

(c) For enployees who are paid at Eight Dollars ($8.00)
or nore per hour, Two Thousand Dol |l ars ($2,000.00) annually.

(2) Any tax credit claimed under this section but not used

in any taxable year may be carried forward for five (5)

consecutive years fromthe close of the tax year in which the
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credits were earned. The credit that may be utilized each year
shall be limted to an anount not greater than the taxpayer's
state incone tax liability which is attributable to incone derived
fromoperation in the state for that year.

SECTION 3. Section 27-103-153, M ssissippi Code of 1972, is
amended as fol |l ows:

27-103-153. (1) There is hereby established a task force of

| egi sl ative and executive branch representatives to devel op and

make necessary recommendations relating to the inplenentation of

the M ssissippi Performance Budget and Strategic Pl anning Act of

1994. The task force shall consist of the followng: the

Chai rman of the Senate Appropriations Conmttee; the Chairnan of

t he House Appropriations Commttee; the Chairman of the Senate

Fi nance Comm ttee; the Chairman of the House Ways and Means

Comm ttee; the Executive Director of the Legislative Budget

Ofice; the Executive Director of the Joint Legislative Conmttee

on Performance Eval uation and Expenditure Review, the Executive

Director of the Departnent of Finance and Admi nistration; the

Executive Director of the State Personnel Board; the budget and

finance directors of the foll owi ng state agenci es desi gnated by

the executive director of each agency: the M ssissippi Departnent

of Transportation, the Division of Medicaid, the State Departnent

of Education, the Departnent of Human Services, the Departnent of

Corrections, the Board of Trustees of State Institutions of Hi gher

Learning, the State Departnent of Rehabilitation Services, the

Departnment of WIldlife, Fisheries and Parks, the Departnent of

Enpl oyment Security, the M ssissippi Tax Conmi ssion, the

Department of Environnmental Quality, the State Departnent of

Health, the State Departnent of Mental Health and the Ofice of

Governor. The task force shall neet upon the call of the Director

of the Legislative Budget Ofice not later than July 1, 2007, and

shal |l organi ze by selecting a chairman. The task force shall have

subsequent neetings upon the call of the chairman. Necessary
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clerical and adm ni strative support shall be provided by the

Legi sl ative Budget Ofice. The task force shall have the

responsibility to develop a report to the 2008 Regul ar Sessi on of

the Legislature and the Governor wi th any necessary reconmended

| egislation to inplenent perfornmance-based budgeting as required

under Sections 27-103-151 t hrough 27-103-155, and shal

specifically address the following: (a) outline directives for

increasing the level of training of personnel to conduct

per f ormance- based budgeting; (b) establish educati on guidelines

for coonmttees of the Legislature and agencies to utilize

per formance- based data; (c) clarify the purpose of

per f ormance- based budgeting; (d) specify the sanctions to be

applied to agenci es who do not neet performance goals; (e) review

and make recomendati ons on current net hods of outcone

neasur enent, eval uati on and establishnent of perfornance neasures;

and (f) clarify the use of performance-based budgeting by state

agenci es as a managenent function. The task force may hold

heari ngs and seek expert testinony from other states which have

i npl enent ed perfornmance- based budgeting. The task force shal

devel op and nmake its report to the Governor and the 2008 Regul ar

Session of the Legislature no |later than January 1, 2008, and upon

making its report, the task force shall be dissol ved.

(2) Beginning with the 2008 Regul ar Session, the

appropriation bills enacted to provide funding for each state
agency or institution shall include performance targets for each
performance neasure established for each programw thin each such
agency. Said performance targets shall be established annually by
the Legislature and shall be based upon the funding |evel

aut hori zed for each agency within its appropriation bill. The
Depart ment of Finance and Adm ni stration shall provide accounting
system services to each agency to all ow both program expenditures

and performance neasurenent data to be maintained and reported in
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such formand in such detail as may be required by the Joint
Legi sl ati ve Budget Comm ttee.

SECTION 4. Section 27-103-155, M ssissippi Code of 1972, is
amended as foll ows:

27-103-155. Beginning with the 2008 Regul ar Session, the

Legi sl ature shall nake avail able funds for the enpl oynent of such
persons as may be required to conduct an eval uation of the actual
performance acconplishnents of each agency and its progranms in
conparison to the targeted performance | evels established within
the appropriation bill for each agency and its prograns. The
results of such evaluations shall be prepared in such formand in
such detail as may be required by the Joint Legislative Budget

Commttee. Beginning with the 2008 Reqgul ar Sessi on, the

Legi sl ative Budget O fice and the Departnent of Finance and

Adm ni stration shall review the five-year strategic plans

subm tted by each agency as an addendumto its budget request and
shal | make copies of said plans available to the Legislature for
revi ew and consi deration.

SECTION 5. Section 27-7-5, M ssissippi Code of 1972, is
anmended as foll ows:

27-7-5. (1) There is hereby assessed and |l evied, to be
coll ected and paid as hereinafter provided, for the cal endar year
1983 and fiscal years ending during the cal endar year 1983 and al
taxabl e years thereafter, upon the entire net incone of every
resident individual, corporation, association, trust or estate, in
excess of the credits provided, a tax at the follow ng rates:

On the first * * * Ten Thousand Dol | ars ($10, 000. 00) of

taxabl e i ncome, or any part thereof, at the rate of four percent

(4%, * * %
On the next Five Thousand Dol | ars ($5, 000.00) of taxable

incone * * * at the rate of five percent (5% ; and

On all taxable inconme in excess of Fifteen Thousand Dol l ars

($15,000.00), at the rate of six percent (6%.
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246 (2) An S corporation, as defined in Section 27-8-3(1)(9),
247 shall not be subject to the incone tax inposed under this section.
248 (3) Alike tax is hereby inposed to be assessed, collected
249 and paid annually, except as hereinafter provided, at the rate
250 specified in this section and as hereinafter provided, upon and
251 wth respect to the entire net inconme, fromall property owned or
252 sold, and fromevery business, trade or occupation carried on in
253 this state by individuals, corporations, partnerships, trusts or
254 estates, not residents of the State of M ssissippi.

255 (4) In the case of taxpayers having a fiscal year beginning
256 in the cal endar year 1982 and ending after the first day of

257 January 1983, the tax due for that taxable year shall be

258 determ ned by:

259 (a) Conputing for the full fiscal year the anount of
260 tax that would be due under the rates in effect for the cal endar
261 year 1982; and

262 (b) Conputing for the full fiscal year the anount of
263 tax that would be due under the rates in effect for the cal endar
264 year 1983; and

265 (c) Applying to the tax conputed under paragraph (a)
266 the ratio which the nunber of nonths falling within the earlier
267 cal endar year bears to the total nunber of nonths in the fiscal
268 year; and

269 (d) Applying to the tax conputed under paragraph (b)
270 the ratio which the nunber of nonths falling within the later
271 cal endar year bears to the total nunmber of nonths within the

272 fiscal year; and

273 (e) Adding to the tax determ ned under paragraph (c)
274 the tax determ ned under paragraph (d) the sum of which shall be
275 the amount of tax due for the fiscal year.

276 SECTION 6. Section 27-7-901, M ssissippi Code of 1972, is

277 anended as foll ows:
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27-7-901. (1) There is hereby levied, assessed and shall be

collected a tax of five percent (5% upon anounts that are paid or

credited by gam ng establishnents |icensed under the provisions of
the M ssissippi Gamng Control Act to their patrons. The tax
shall be collected by |Iicensed gam ng establishnents and remtted
to the State Tax Conm ssion in the manner provided for by
regul ati ons promul gated by the Chairman of the State Tax
Conmi ssi on.

(2) As used in this section, "anounts that are paid or
credited" neans anmounts or credits that are subject to the
wi t hhol di ng or reporting requirements of the Internal Revenue
Code.

(3) No credit shall be allowed under the Incone Tax Law of
1952 for the tax collected by |icensed gam ng establishnments
pursuant to this section.

SECTION 7. Section 27-7-903, M ssissippi Code of 1972, is
amended as foll ows:

27-7-903. (1) There is hereby |levied and assessed upon
patrons of gam ng establishnments |ocated in this state that are
not |icensed under the provisions of the M ssissippi Gam ng

Control Act, a tax of five percent (5% of the anounts that are

paid or credited to such patrons by the gam ng establishnent,
which tax is the same in kind and rate as has heretofore been
i nposed pursuant to Section 27-7-901 upon the patrons of gam ng
establishments which are |icensed under the M ssissippi Gam ng
Control Act. The legal incidence and duty to pay such taxes shal
fall upon the patron. The assessnment of such tax is subject to
any exenptions as may exist under federal or state law. The State
Tax Conm ssion may enter into tax collection agreenents regarding
this tax.

(2) As used in this section, "anounts that are paid or

credited" neans anmounts or credits that are subject to the
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wi t hhol ding or reporting requirements of the Internal Revenue
Code.

(3) No credit shall be allowed under the Incone Tax Law of
1952 for the tax collected by gam ng establishments pursuant to
this section.

SECTION 8. Section 27-13-5, M ssissippi Code of 1972, is
amended as fol |l ows:

27-13-5. (1) Franchise tax |levy. Except as otherw se
provi ded in subsections (3), (4) and (5) of this section, there is
hereby i1 nposed, to be paid and coll ected as herei nafter provided,
a franchi se or excise tax upon every corporation, association or
joint-stock conpany or partnership treated as a corporation under
the incone tax laws or regul ations, organi zed or created for
pecuni ary gain, having privileges not possessed by individuals,
and having authorized capital stock now existing in this state, or
hereafter organized, created or established, under and by virtue

of the laws of the State of M ssissippi, equal to Five Dollars

($5.00) for each One Thousand Dol |l ars ($1,000.00), or fraction
thereof, of the value of the capital used, invested or enployed in
the exercise of any power, privilege or right enjoyed by such
organi zation wthin this state, except as hereinafter provided.
In no case shall the franchise tax due for the accounting period
be |l ess than Twenty-five Dollars ($25.00). It is the purpose of
this section to require the paynent to the State of M ssissippi of
this tax for the right granted by the laws of this state to exi st
as such organi zation, and to enjoy, under the protection of the
|aws of this state, the powers, rights, privileges and immunities
derived fromthe state by the form of such existence.

(2) Annual report of domestic corporations. Each donestic
corporation shall file, wthin the tinme prescribed by Section
79- 3-251, an annual report as required by the provisions of

Section 79-3-249.
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(3) A corporation that has negotiated a fee-in-lieu as
defined in Section 57-75-5 shall not be subject to the tax |evied
by this section on such project; * * * however, * * * the
fee-in-lieu paynent shall be otherwi se treated in the sane manner
as the paynent of franchise taxes.

(4) An approved business enterprise as defined in the Gowth
and Prosperity Act shall not be subject to the tax levied by this
section on the value of capital used, invested or enpl oyed by the
approved business enterprise in a growmh and prosperity county or
supervisors district as provided in the Gowh and Prosperity Act.

(5) A business enterprise operating a project as defined in
Section 57-64-33, in a county that is a nenber of a regional
econom ¢ devel opnent alliance created under the Regional Econom c
Devel opnent Act shall not be subject to the tax levied by this
section on the value of capital used, invested or enpl oyed by the
busi ness enterprise in such a county as provided in Section
57- 64- 33.

(6) The tax levied by this chapter and paid by a business
enterprise located in a redevel opnent project area under Sections
57-91-1 through 57-91-11 shall be deposited into the Redevel opnent
Project Incentive Fund created in Section 57-91-09.

SECTION 9. Section 27-13-7, M ssissippi Code of 1972, is
anmended as foll ows:

27-13-7. (1) Franchise tax levy. Except as otherw se
provi ded in subsections (3), (4) and (5) of this section, there is
her eby i1 nposed, |evied and assessed upon every corporation,
associ ation or joint-stock conpany, or partnership treated as a
corporation under the Inconme Tax Laws or regul ations as
her ei nbef ore defined, organi zed and exi sting under and by virtue
of the laws of sone other state, territory or country, or
organi zed and existing w thout any specific statutory authority,
now or hereafter doing business or exercising any power, privilege

or right wwthin this state, as hereinbefore defined, a franchise
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or excise tax equal to Five Dollars ($5.00) of each One Thousand

Dol I ars ($1, 000.00), or fraction thereof, of the value of capital
used, invested or enployed within this state, except as

herei nafter provided. 1In no case shall the franchise tax due for
t he accounting period be | ess than Twenty-five Dollars ($25.00).
It is the purpose of this section to require the paynent of a tax
by all organizations not organized under the laws of this state,
neasured by the amount of capital or its equivalent, for which
such organi zation receives the benefit and protection of the
governnment and | aws of the state.

(2) Annual report of foreign corporations. Each foreign
corporation authorized to transact business in this state shal
file, within the tinme prescribed by Section 79-3-251, an annual
report as required by the provisions of Section 79-3-249.

(3) A corporation that has negotiated a fee-in-lieu as
defined in Section 57-75-5 shall not be subject to the tax |evied
by this section on such project; * * * however, * * * the
fee-in-lieu paynent shall be otherwise treated in the sane manner
as the paynent of franchise taxes.

(4) An approved business enterprise as defined in the Gowth
and Prosperity Act shall not be subject to the tax levied by this
section on the value of capital used, invested or enpl oyed by the
approved business enterprise in a growmh and prosperity county or
supervisors district as provided in the Gowh and Prosperity Act.

(5) A business enterprise operating a project as defined in
Section 57-64-33, in a county that is a nenber of a regional
econom ¢ devel opnent alliance created under the Regional Econom c
Devel opnent Act shall not be subject to the tax levied by this
section on the value of capital used, invested or enpl oyed by the
busi ness enterprise in such a county as provided in Section
57- 64- 33.

(6) The tax levied by this chapter and paid by a business

enterprise located in a redevel opnent project area under Sections
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57-91-1 through 57-91-11 shall be deposited into the Redevel opnent
Proj ect Incentive Fund created in Section 57-91-09.

SECTI ON 10. Section 27-65-17, M ssissippi Code of 1972, is
amended as foll ows:

27-65-17. (1) (a) Except as otherwi se provided in this
section, upon every person engaging or continuing within this
state in the business of selling any tangi bl e personal property
what soever there is hereby | evied, assessed and shall be collected
a tax equal to seven percent (7% of the gross proceeds of the
retail sales of the business.

(b) Retail sales of farmtractors shall be taxed at the
rate of one percent (1% when made to farnmers for agricultura
pur poses.

(c) Retail sales of farminplenents sold to farners and
used directly in the production of poultry, ratite, domesticated
fish as defined in Section 69-7-501, |ivestock, |ivestock
products, agricultural crops or ornanmental plant crops or used for
ot her agricultural purposes shall be taxed at the rate of three
percent (3% when used on the farm The three percent (3% rate
shall also apply to all equi pnent used in |ogging, pulpwood
operations or tree farmng which is either:

(1) Self-propelled, or

(1i) Munted so that it is permanently attached to
ot her equi pnent which is self-propelled or pernmanently attached to
ot her equi pnent drawn by a vehicle which is self-propelled.

(d) Except as otherw se provided in subsection (3) of
this section, retail sales of aircraft, autonobiles, trucks,
truck-tractors, semtrailers and manufactured or nobile hones
shall be taxed at the rate of three percent (3%.

(e) Sales of manufacturing machinery or manufacturing
machi ne parts when nmade to a manufacturer or custom processor for
pl ant use only when the machi nery and machine parts will be used

exclusively and directly within this state in manufacturing a
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commodity for sale, rental or in processing for a fee shall be
taxed at the rate of one and one-half percent (1-1/2%.

(f) Sales of machinery and machine parts when nade to a
technol ogy intensive enterprise for plant use only when the
machi nery and machine parts will be used exclusively and directly
within this state for industrial purposes, including, but not
limted to, manufacturing or research and devel opnent activities,
shall be taxed at the rate of one and one-half percent (1-1/2%.
In order to be considered a technol ogy intensive enterprise for
pur poses of this paragraph:

(i) The enterprise shall nmeet mninmumcriteria
established by the M ssissippi Devel opnent Authority;

(ii) The enterprise shall enploy at |east ten (10)
persons in full-time jobs;

(i) At least ten percent (10% of the workforce
inthe facility operated by the enterprise shall be scientists,
engi neers or conputer specialists;

(iv) The enterprise shall manufacture plastics,
chem cal s, autonobiles, aircraft, conputers or electronics; or
shall be a research and devel opnent facility, a conputer design or
related facility, or a software publishing facility or other
technol ogy intensive facility or enterprise as determ ned by the
M ssi ssi ppi Devel opnent Aut hority;

(v) The average wage of all workers enpl oyed by
the enterprise at the facility shall be at |east one hundred fifty
percent (150% of the state average annual wage; and

(vi) The enterprise must provide a basic health
care plan to all enployees at the facility.

(g Sales of materials for use in track and track
structures to a railroad whose rates are fixed by the Interstate
Comrer ce Comm ssion or the M ssissippi Public Service Comm ssion

shall be taxed at the rate of three percent (3%.
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(h) Sales of tangible personal property to electric
power associations for use in the ordinary and necessary operation
of their generating or distribution systens shall be taxed at the
rate of one percent (1%.

(i) \Wholesale sales of beer shall be taxed at the rate
of seven percent (7%, and the retailer shall file a return and
conpute the retail tax on retail sales but may take credit for the
anount of the tax paid to the whol esaler on said return covering
t he subsequent sal es of sane property, provided adequate invoices
and records are maintained to substantiate the credit.

(j) \Wholesale sales of food and drink for human
consunption to full service vendi ng machi ne operators to be sold
t hrough vendi ng machi nes | ocated apart from and not connected with
ot her taxabl e businesses shall be taxed at the rate of eight
percent (8% .

(k) Sal es of equi pnent used or designed for the purpose
of assisting disabled persons, such as wheel chair equi pnent and
lifts, that is nounted or attached to or installed on a private
carrier of passengers or light carrier of property, as defined in
Section 27-51-101, at the tinme when the private carrier of
passengers or light carrier of property is sold shall be taxed at
the sane rate as the sale of such vehicles under this section.

(I') Sales of the factory-built conponents of nodul ar
honmes, panelized honmes and precut hones, and panel constructed
honmes consi sting of structural insulated panels, shall be taxed at
the rate of three percent (3%.

(m Fromand after July 1, 2007, retail sales of food

for human consunption not purchased with food stanps issued by the

United States Departnent of Agriculture, or other federal agency,

but which woul d be exenpt under paragraph (m of Section 27-65-111

fromthe taxes inposed by this chapter, shall be taxed as provi ded

for in Section 27-65-26.
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(2) Fromand after January 1, 1995, retail sales of private
carriers of passengers and light carriers of property, as defined
in Section 27-51-101, shall be taxed an additional two percent
(29 .

(3) Inlieu of the tax levied in subsection (1) of this
section, there is levied on retail sales of truck-tractors and
semtrailers used in interstate conmerce and regi stered under the
International Registration Plan (IRP) or any simlar reciprocity
agreenent or conpact relating to the proportional registration of
commercial vehicles entered into as provided for in Section
27-19-143, a tax at the rate of three percent (3% of the portion
of the sale that is attributable to the usage of such
truck-tractor or semtrailer in Mssissippi. The portion of the
retail sale that is attributable to the usage of such
truck-tractor or semtrailer in Mssissippi is the retail sales
price of the truck-tractor or semtrailer nultiplied by the
percentage of the total mles traveled by the vehicle that are
traveled in Mssissippi. The tax levied pursuant to this
subsection (3) shall be collected by the State Tax Comm ssion from
t he purchaser of such truck-tractor or semtrailer at the tinme of
registration of such truck-tractor or semtrailer.

(4) Fromand after July 1, 2007, retail sales of private

carriers of passengers and light carriers of property, as defined

in Section 27-51-101, shall be taxed an additi onal one percent

(19 .

(5) A manufacturer selling at retail in this state shall be
required to nmake returns of the gross proceeds of such sales and
pay the tax inposed in this section.

(6) Any person exercising any privilege taxable under
Section 27-65-15 and selling his natural resource products at
whol esal e or to exenpt persons shall pay the tax levied by said

section in lieu of the tax levied by this section.
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SECTI ON 11. Section 27-65-18, M ssissippi Code of 1972, is
anmended as foll ows:
27-65-18. (1) There is levied, assessed and shall be

collected a tax of four and one-half percent (4-1/2% upon the

gross proceeds of sales or gross receipts of sales of every person
engaging or continuing within this state in the business of
selling any tangi bl e personal property or performng any
construction activity upon any floating structure that is normally
noored and not nornally engaged in the business of transporting
peopl e or property, and that is located in the waters within the
State of M ssissippi. Such structures include, but are not
limted to, casinos, floating restaurants, floating hotels and
simlar property, regardl ess of whether the property is

sel f-propelled. The tax inposed under this subsection (1) shal

not apply to tangi ble personal property that is not a conponent
part of the structure.

(2) If the owner of a structure described in subsection (1)
of this section holds a direct pay permt issued by the State Tax
Conmmi ssi on under Section 27-65-93, the owner shall furnish the
permt to the seller or person performng the construction
activity unless the holder of the direct pay permt is given
witten instructions or witten authority to do otherw se by the
conmi ssioner. After being furnished the direct pay permt, the
seller or person performng the construction activity shall be
relieved of the duty to collect the tax inposed under subsection
(1) of this section. The conm ssioner may assign a distinctive
nunber to a structure and issue the distinctive nunber to the
owner. The owner of the structure may furnish the distinctive
nunber to persons perform ng construction activity in order to
al |l ow such persons to purchase conponent materials and parts for
use in the construction activity wthout the requirenent of paying

sal es tax on the purchases.
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SECTI ON 12. Section 27-65-19, M ssissippi Code of 1972, is
amended as fol |l ows:

27-65-19. (1) (a) Except as otherwi se provided in this
subsection, upon every person selling to consuners, electricity,
current, power, potable water, steam coal, natural gas, liquefied
petrol eum gas or other fuel, there is hereby |evied, assessed and
shall be collected a tax equal to seven percent (7% of the gross
i ncone of the business. Provided, gross incone fromsales to
consuners of electricity, current, power, natural gas, |iquefied
petrol eum gas or other fuel for residential heating, [ighting or
ot her residential noncomercial or nonagricultural use, and sal es
of potable water for residential, noncomrercial or nonagricultural
use shall be excluded fromtaxable gross incone of the business.
Provi ded further, upon every such seller using electricity,
current, power, potable water, steam coal, natural gas, liquefied
petrol eum gas or other fuel for nonindustrial purposes, there is
hereby | evi ed, assessed and shall be collected a tax equal to
seven percent (7% of the cost or value of the product or service
used.

* * %

(b) There is hereby levied, assessed and shall be

collected a tax equal to one and one-half percent (1-1/2% of the

gross incone of the business when the electricity, current, power,

steam coal, natural gas, liquefied petroleumgas or other fuel is
sold to a producer or processor for use directly in the production
of poultry or poultry products, the production of |ivestock and

i vestock products, the production of donesticated fish and
donesticated fish products, the production of nmarine aquacul ture
products, the production of plants or food by commerci al
horticulturists, the processing of mlk and m |k products, the
processing of poultry and livestock feed, and the irrigation of

farm crops.
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(c) The one and one-half percent (1-1/2% rate provided
for in this subsection shall not apply to sales of fuel for
aut onobi | es, trucks, truck-tractors, buses, farmtractors or
ai r pl anes.

(d) Upon every person operating a tel egraph or
t el ephone business for the transm ssion of nessages or
conversations between points within this state, there is hereby
| evi ed, assessed and shall be collected a tax equal to seven
percent (7% of the gross inconme of such business, with no
deduction or allowance for any part of an intrastate rate charge
because of routing across a state |line. Charges by one
t el econmuni cati ons provider to another tel econmunications provider
hol ding a permt issued under Section 27-65-27 for services that
are resold by such other tel ecommunications provider, including,
but not limted to, access charges, shall not be subject to the
tax levied pursuant to this paragraph (d). However, any sale of a
prepai d tel ephone calling card or prepaid authorization nunber, or
both, shall be deened to be the sale of tangible personal property
subject only to such taxes inposed by |aw on the sale of tangible
personal property. |If the sale of a prepaid tel ephone calling
card or prepaid authorization nunber does not take place at the
vendor's place of business, it shall be conclusively determned to
take place at the custoner's shipping address. The
reaut hori zation of a prepaid tel ephone calling card or a prepaid
aut hori zati on nunber shall be conclusively determ ned to take
pl ace at the custoner's billing address. Except for the
provi sions governing the sale of a prepaid tel ephone calling card
or prepaid authorization nunber, this paragraph (d) shall not
apply to persons providing nobile tel econmunications services that
are taxed pursuant to paragraph (f) of this section.

(e) Upon every person operating a tel egraph or
t el ecomruni cati ons busi ness for the transm ssion of nessages or

conversations originating in this state or termnating in this
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state via interstate tel ecommuni cations, which are charged to the
custoner's service address in this state, regardl ess of where such
anount is billed or paid, there is hereby |evied, assessed and
shall be collected a tax equal to seven percent (7% of the gross
i ncone received by such business fromsuch interstate
t el ecommuni cati ons. However, a person, upon proof that he has
paid a tax in another state on such event, shall be allowed a
credit against the tax inposed in this paragraph (e) on interstate
t el econmuni cati ons charges to the extent that the anmount of such
tax is properly due and actually paid in such other state and to
the extent that the rate of sales tax inposed by and paid to such
ot her state does not exceed the rate of sales tax inposed by this
paragraph (e). Charges by one tel econmuni cations provider to
anot her tel ecomuni cations provider holding a permt issued under
Section 27-65-27 for services that are resold by such other
t el ecommuni cati ons provider, including, but not limted to, access
charges, shall not be subject to the tax levied pursuant to this
paragraph (e). This paragraph (e) shall not apply to persons
provi di ng nobile tel ecomruni cations services that are taxed
pursuant to paragraph (f) of this subsection.

(f) (i) Upon every person providing nobile
t el ecomruni cations services in this state there is hereby | evied,
assessed and shall be coll ected:

1. A tax equal to seven percent (7% of the
gross incone received on such services fromall charges for
transm ssi on of messages or conversations between points within
any single state as they shall be construed to be within this
state; and

2. A tax equal to seven percent (7% on the
gross incone received fromall charges for services that originate
in one state and termnate in any other state.

Charges by one tel ecommuni cati ons provider to anot her

t el ecommuni cations provider holding a permt issued under Section
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27-65-27 for services that are resold by such other

t el ecommuni cati ons provider, including, but not limted to, access
charges, shall not be subject to the tax levied pursuant to this
paragraph (f).

(11) Subject to the provisions of 4 USCS 116(c),
the tax levied by this paragraph (f) shall apply only to those
charges for nobile tel econmuni cati ons services subject to tax
whi ch are deened to be provided to a custoner by a hone service
provi der pursuant to 4 USCS 117(a), if the customer's place of
primary use is located within this state.

(ti1) A home service provider shall be responsible
for obtaining and maintaining the custoner's place of primry use.
The hone service provider shall be entitled to rely on the
applicabl e residential or business street address supplied by such
custoner, if the hone service provider's reliance is in good
faith; and the hone service provider shall be held harm ess from
liability for any additional taxes based on a different
determ nation of the place of primary use for taxes that are
customarily passed on to the custoner as a separate item zed
charge. A hone service provider shall be allowed to treat the
address used for purposes of the tax levied by this chapter for
any customer under a service contract in effect on August 1, 2002,
as that custoner's place of primary use for the remaining term of
such service contract or agreenent, excluding any extension or
renewal of such service contract or agreenent. Month-to-nonth
services provided after the expiration of a contract shall be
treated as an extension or renewal of such contract or agreenent.

I f the conm ssioner determ nes that the address used by a
home service provider as a custoner's place of primary use does
not nmeet the definition of the term"place of primry use" as
defined in this paragraph, the comm ssioner shall give binding
notice to the honme service provider to change the place of primary

use on a prospective basis fromthe date of notice of
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determ nati on; however, the custonmer shall have the opportunity,
prior to such notice of determ nation, to denonstrate that such
address satisfies such definition.

The comm ssion has the right to collect any taxes due
directly fromthe home service provider's custoner that has failed
to provide an address that neets the definition of the term "place
of primary use" which resulted in a failure of tax otherw se due
being remtted.

(iv) For purposes of this paragraph (f):

1. "Place of primary use" neans the street
address representative of where the custoner's use of nobile
t el ecomruni cations services primarily occurs, which shall be
either the residential street address of the custoner or the
primary business street address of the custoner.

2. "Custoner" nmeans the person or entity that
contracts with the hone service provider for nobile
t el ecommuni cations services. For determning the place of primary
use, in those instances in which the end user of nobile
t el ecommuni cati ons services is not the contracting party, the end
user of the nobile tel econunications services shall be deened the
custonmer. The term "custoner” shall not include a reseller of
nobi | e tel econmuni cati ons service, or a serving carrier under an
arrangenent to serve the custoner outside the honme service
provider's licensed service area.

3. "Hone service provider" neans the
facilities-based carrier or reseller with which the custoner
contracts for the provision of nobile tel ecomuni cations servi ces.

(g) (i) For purposes of this paragraph (g), "bundled
transaction" neans a transaction that consists of distinct and
identifiable properties or services which are sold for a single
nonitem zed price but which are treated differently for tax

pur poses.
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732 (iit) In the case of a bundled transaction that
733 includes tel ecommuni cations services taxed under this section in
734 which the price of the bundled transaction is attributable to
735 properties or services that are taxable and nontaxable, the

736 portion of the price that is attributable to any nontaxabl e

737 property or service shall be subject to the tax unless the

738 provider can reasonably identify that portion fromits books and
739 records kept in the regular course of business.

740 (iii1) In the case of a bundled transaction that
741 includes tel econmunications services subject to tax under this
742 section in which the price is attributable to properties or

743 services that are subject to the tax but the tax revenue fromthe
744 different properties or services are dedicated to different funds
745 or purposes, the provider shall allocate the price anong the

746 properties or services:

747 1. By reasonably identifying the portion of
748 the price attributable to each of the properties and services from
749 its books and records kept in the regular course of business; or
750 2. Based on a reasonable allocation

751 net hodol ogy approved by the comm ssion.

752 (iv) This paragraph (g) shall not create a right
753 of action for a custonmer to require that the provider or the

754 comm ssion, for purposes of determ ning the anount of tax

755 applicable to a bundled transaction, allocate the price to the
756 different portions of the transaction in order to mnimze the
757 anmount of tax charged to the custoner. A custoner shall not be
758 entitled torely on the fact that a portion of the price is

759 attributable to properties or services not subject to tax unless
760 the provider elects, after receiving a witten request fromthe
761 custoner in the formrequired by the provider, to provide

762 verifiable data based upon the provider's books and records that

763 are kept in the regular course of business that reasonably
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identifies the portion of the price attributable to the properties
or services not subject to the tax.

(2) Persons nmaking sales to consuners of electricity,
current, power, natural gas, liquefied petroleumgas or other fuel
for residential heating, lighting or other residential
noncomrer ci al or nonagricultural use or sales of potable water for
residential, noncommercial or nonagricultural use shall indicate
on each statenent rendered to custoners that such charges are
exenpt from sal es taxes.

(3) There is hereby levied, assessed and shall be paid on
transportati on charges on shipnments noving between points within
this state when paid directly by the consuner, a tax equal to the
rate applicable to the sale of the property being transported.
Such tax shall be reported and paid directly to the State Tax
Comm ssion by the consuner.

SECTI ON 13. Section 27-65-21, M ssissippi Code of 1972, is
amended as foll ows:

27-65-21. (1) (a) (i) Upon every person engagi ng or
continuing in this state in the business of contracting or
perform ng a contract or engaging in any of the activities, or
simlar activities, listed below for a price, comm ssion, fee or
wage, there is hereby |levied, assessed and shall be collected a

tax equal to four and one-half percent (4-1/2% of the total

contract price or conpensation received, including all charges
related to the contract such as finance charges and | ate charges,
fromconstructing, building, erecting, repairing, grading,
excavating, drilling, exploring, testing or adding to any
bui I di ng, hi ghway, street, sidewal k, bridge, culvert, sewer,
irrigation or water system drainage or dredging system |evee or
| evee system or any part thereof, railway, reservoir, dam power
pl ant, electrical system air conditioning system heating system
transm ssion line, pipeline, tower, dock, storage tank, wharf,

excavation, grading, water well, any other inprovenent or
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structure or any part thereof when the conpensation received
exceeds Ten Thousand Dol |l ars ($10, 000.00). Such activities shal
not include constructing, repairing or adding to property which
retains its identity as personal property. The tax inposed in
this section is levied upon the prine contractor and shall be paid
by him

(ii) Anmounts included in the contract price or
conpensation recei ved representing the sale of manufacturing or
processi ng machi nery for a manufacturer or custom processor shal
be taxed at the rate of one and one-half percent (1-1/2% in lieu
of the three and one-half percent (3-1/2%.

(b) The follow ng shall be excluded fromthe tax |evied
by this section:

(i) The contract price or conpensation received
for constructing, building, erecting, repairing or adding to any
buil di ng, electrical system air conditioning system heating
system or any other inprovenent or structure which is used for or
primarily in connection with a residence or dwelling place for
human bei ngs. Such residences shall include hones, apartnent
bui | di ngs, condom ni uns, nobile honmes, summer cottages, fishing
and hunting canp buildings and simlar buildings, but shall not
i nclude hotels, notels, hospitals, nursing or retirenent hones,
tourist cottages or other commercial establishnents.

(ii) The portion of the total contract price
attributable to design or engineering services if the total
contract price for the project exceeds the sum of One Hundred
MIlion Dollars ($100, 000, 000. 00) .

(ti1) The contract price or conpensation received
to restore, repair or replace a utility distribution or
transm ssion systemthat has been danmaged due to ice storm
hurricane, flood, tornado, w nd, earthquake or other natural
di saster if such restoration, repair or replacenent is perforned

by the entity providing the service at its cost.
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(c) Sales of materials and services for use in the
activities hereby excluded fromtaxes inposed by this section,
except services used in activities excluded pursuant to paragraph
(b)(iii) of this subsection, shall be subject to taxes inposed by
ot her sections in this chapter.

(2) Upon every person engaging or continuing in this state
in the business of contracting or performng a contract of
redrilling, or working over, or of drilling an oil well or a gas
wel |, regardl ess of whether such well is productive or
nonpr oductive, for any val uabl e consideration, there is hereby
| evi ed, assessed and shall be collected a tax equal to three and
one-hal f percent (3-1/2% of the total contract price or
conpensati on recei ved when such conpensati on exceeds Ten Thousand
Dol | ars ($10, 000. 00) .

The words, terns and phrases as used in this subsection shall
have the neaning ascribed to themas foll ows:

"Operator"” -- One who holds all or a fraction of the working
or operating rights in an oil or gas lease, and is obligated for
the costs of production either as a fee owner or under a | ease or
any other formof contract creating working or operating rights.

"Bottom hol e contribution"” -- Mney or property given to an
operator for his use in the drilling of a well on property in

whi ch the payor has no interest. The contribution is payable

whet her the well is productive or nonproductive.
"Dry-hole contribution” -- Money or property given to an
operator for his use in the drilling of a well on property in

whi ch the payor has no interest. Such contribution is payable

only in the event the well is found to be nonproductive.
"Turnkey drilling contract”" -- A contract for the drilling of
a well which requires the driller to drill a well and, if

commercial production is obtained, to equip the well to such stage
that the | essee or operator may turn a valve and the oil will flow
into a tank.
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"Total contract price or conpensation received" -- As related
to oil and gas well contractors, shall include anpbunts received as
conpensation for all costs of performng a turnkey drilling

contract; anmounts received or to be received under assignnent as
dry-hol e noney or bottom hol e noney; and shall nean and include
anyt hi ng of value received by the contractor as renuneration for
servi ces taxabl e hereunder. Wen the kind and anount of
conpensation received by the contractor is contingent upon
production, the taxable anmpbunt shall be the total conpensation
receivable in the event the well is a dry hole. The taxable
anmopunt in the event of production when the contractor receives a
production interest of an undeterm ned value in lieu of a fixed
conpensation shall be an anpbunt equal to the conpensation to the
contractor if the well had been a dry hole.

(3) When the work to be perforned under any contract is
subl et by the prine contractor to different persons, or in
separate contracts to the same persons, each such subcontractor
performng any part of said work shall be liable for the anpunt of
the tax which accrues on account of the work perfornmed by such
person when the tax heretofore inposed has not been paid upon the
whol e contract by the prime contractor.

When a person engaged in any business on which a tax is
levied in Section 27-65-23, also qualifies as a contractor, and
contracts with the owner of any project to performany services in
excess of Ten Thousand Dol l ars ($10, 000. 00) herein taxed, such
person shall pay the tax inposed by this section in |lieu of the
tax i nposed by Section 27-65-23.

Any person entering into any contract over Seventy-five
Thousand Dol | ars ($75,000.00) as defined in this section shall,
bef ore begi nning the performance of such contract or contracts,
either pay the contractors' tax in advance, together with any use
t axes due under Section 27-67-5, or execute and file with the

Chairman of the State Tax Conm ssion a good and valid bond in a
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surety conpany authorized to do business in this state, or with
sufficient sureties to be approved by the conm ssioner conditioned
that all taxes which may accrue to the State of M ssissippi under
this chapter, or under Section 27-67-5 and Section 27-7-5, will be
pai d when due. Such bonds shall be either (a) "job bonds" which
guar ant ee paynent when due of the aforesaid taxes resulting from
performance of a specified job or activity regardl ess of date of
conpl etion; or (b) "blanket bonds" which guarantee paynent when
due of the aforesaid taxes resulting fromperformance of all | obs
or activities taxable under this section begun during the period
specified therein, regardl ess of date of conpletion. The paynents
of the taxes due or the execution and filing of a surety bond
shall be a condition precedent to the conmenci ng work on any
contract taxed hereunder. Provided, that when any bond is filed
inlieu of the prepaynent of the tax under this section, that the
tax shall be payable nonthly on the anmount received during the
previ ous nonth, and any use taxes due shall be payable on or
before the twentieth day of the nonth followi ng the nonth in which
the property is brought into M ssissippi.

Any person failing either to execute any bond herein
provi ded, or to pay the taxes in advance, before beginning the
performance of any contract shall be denied the right to perform
such contract until he conplies with such requirenents, and the
comm ssioner is hereby authorized to proceed either under Section
27-65-59, under Section 27-65-61 or by injunction to prevent any
activity in the performance of such contract until either a
satisfactory bond is executed and filed, or all taxes are paid in
advance, and a tenporary injunction enjoining the execution of
such contract shall be granted w thout notice by any judge or
chancel | or now aut hori zed by law to grant injunctions.

Any person liable for a tax under this section nmay apply for
and obtain a material purchase certificate fromthe comm ssi oner

which may entitle the holder to purchase materials and services
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that are to beconme a conponent part of the structure to be erected
or repaired with no tax due. Provided, that the contractor
applying for the contractor's material purchase certificate shal
furnish the State Tax Comm ssion a list of all work sublet to
others, indicating the anmount of work to be perforned, and the
names and addresses of each subcontractor.

SECTION 14. The follow ng provision shall be codified as
Section 27-65-26, M ssissippi Code of 1972:

27-65-26. Fromand after July 1, 2007, retail sales within a
muni ci pal corporation of food for human consunption not purchased
with food stanps issued by the United States Departnent of
Agriculture, or other federal agency, but which would be exenpt
under paragraph (m of Section 27-65-111 fromtaxes inposed by
this chapter if the food itens were purchased with food stanps,
shall be taxed at the rate of one percent (1%.

SECTI ON 15. Section 27-65-75, M ssissippi Code of 1972, is
amended as foll ows:

27-65-75. On or before the fifteenth day of each nonth, the
revenue coll ected under the provisions of this chapter during the
precedi ng nonth shall be paid and distributed as foll ows:

(1) (a) On or before August 15, 1992, and each succeeding
nonth thereafter through July 15, 1993, eighteen percent (18% of
the total sales tax revenue collected during the preceding nonth
under the provisions of this chapter, except that collected under
the provisions of Sections 27-65-15, 27-65-19(3) and 27-65-21, on
busi ness activities within a nunicipal corporation shall be
all ocated for distribution to the nunicipality and paid to the
muni ci pal corporation. On or before August 15, 1993, and each

succeedi ng nonth thereafter through August 15, 2007, eighteen and

one-hal f percent (18-1/2% of the total sales tax revenue

coll ected during the preceding nonth under the provisions of this
chapter, except that collected under the provisions of Sections
27-65-15, 27-65-19(3) and 27-65-21, on business activities within
S. B. No. 3181 *SS26/ R1138. 2*
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a nuni ci pal corporation shall be allocated for distribution to the

muni cipality and paid to the nmunicipal corporation. On or before

Sept enber 15, 2007, and each succeedi ng nonth thereafter, eighteen

and one-half percent (18-1/2% of the total sales tax revenue

coll ected during the preceding nonth under the provisions of this

chapter, except that collected under the provisions of Sections

27-65-15, 27-65-19(3), 27-65-21 and 27-65-26, on business

activities wthin a municipal corporation and the total sales tax

revenue collected during the precedi ng nonth under the provisions

of Section 27-65-26 on retail sales of certain food within a

nmuni ci pal corporation shall be allocated for distribution to the

nmuni ci pality and paid to the municipal corporation

A muni ci pal corporation, for the purpose of distributing the
tax under this subsection, shall nmean and include all incorporated
cities, towns and vill ages.

Moni es allocated for distribution and credited to a muni ci pal
corporation under this subsection may be pledged as security for a
loan if the distribution received by the municipal corporation is
ot herwi se authorized or required by |law to be pledged as security
for such a | oan.

In any county having a county seat that is not an
i ncorporated nunicipality, the distribution provided under this
subsection shall be nade as though the county seat was an
i ncor porated nunicipality; however, the distribution to the
muni ci pality shall be paid to the county treasury in which the
municipality is |located, and those funds shall be used for road,
bridge and street construction or maintenance in the county.

(b) On or before August 15, 2006, and each succeedi ng
nonth thereafter, eighteen and one-half percent (18-1/2% of the
total sales tax revenue collected during the precedi ng nonth under
the provisions of this chapter, except that collected under the
provi sions of Sections 27-65-15, 27-65-19(3) and 27-65-21, on

busi ness activities on the canpus of a state institution of higher
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| earning or comrunity or junior college whose canmpus i s not

| ocated within the corporate [imts of a nmunicipality, shall be
all ocated for distribution to the state institution of higher

| earning or community or junior college and paid to the state
institution of higher learning or community or junior coll ege.

(2) On or before Septenber 15, 1987, and each succeedi ng
nonth thereafter, fromthe revenue coll ected under this chapter
during the preceding nonth, One MIlion One Hundred Twenty-five
Thousand Dol | ars ($1, 125, 000. 00) shall be allocated for
distribution to municipal corporations as defined under subsection
(1) of this section in the proportion that the nunber of gallons
of gasoline and diesel fuel sold by distributors to consuners and
retailers in each such nmunicipality during the preceding fisca
year bears to the total gallons of gasoline and diesel fuel sold
by distributors to consuners and retailers in nunicipalities
statewi de during the preceding fiscal year. The State Tax
Comm ssion shall require all distributors of gasoline and diesel
fuel to report to the comm ssion nonthly the total nunber of
gal l ons of gasoline and diesel fuel sold by themto consuners and
retailers in each nunicipality during the preceding nonth. The
State Tax Commi ssion shall have the authority to pronul gate such
rules and regulations as i s necessary to determ ne the nunber of
gal l ons of gasoline and diesel fuel sold by distributors to
consuners and retailers in each nunicipality. In determning the
percentage allocation of funds under this subsection for the
fiscal year beginning July 1, 1987, and ending June 30, 1988, the
State Tax Commi ssion may consider gallons of gasoline and diesel
fuel sold for a period of |less than one (1) fiscal year. For the
purposes of this subsection, the term"fiscal year" neans the
fiscal year beginning July 1 of a year.

(3) On or before Septenber 15, 1987, and on or before the
fifteenth day of each succeeding nonth, until the date specified

in Section 65-39-35, the proceeds derived fromcontractors' taxes
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| evi ed under Section 27-65-21 on contracts for the construction or
reconstruction of highways designated under the highway program
created under Section 65-3-97 shall, except as otherw se provided
in Section 31-17-127, be deposited into the State Treasury to the
credit of the State H ghway Fund to be used to fund that highway
program The M ssissippi Departnment of Transportation shal
provide to the State Tax Comm ssion such infornmation as is
necessary to determ ne the anmount of proceeds to be distributed
under this subsection.

(4) On or before August 15, 1994, and on or before the
fifteenth day of each succeedi ng nonth through July 15, 1999, from
the proceeds of gasoline, diesel fuel or kerosene taxes as
provided in Section 27-5-101(a)(ii)1, Four MIlion Dollars
(%4, 000, 000. 00) shall be deposited in the State Treasury to the
credit of a special fund designated as the "State Aid Road Fund, "
created by Section 65-9-17. On or before August 15, 1999, and on
or before the fifteenth day of each succeeding nonth, fromthe
total anmount of the proceeds of gasoline, diesel fuel or kerosene
t axes apportioned by Section 27-5-101(a)(ii)l, Four MIIlion
Dol I ars ($4, 000, 000. 00) or an anount equal to twenty-three and
one-fourth percent (23-1/4% of those funds, whichever is the
greater anount, shall be deposited in the State Treasury to the
credit of the "State Aid Road Fund," created by Section 65-9-17.
Those funds shall be pledged to pay the principal of and interest
on state aid road bonds heretofore issued under Sections 19-9-51
through 19-9-77, in lieu of and in substitution for the funds
previously allocated to counties under this section. Those funds
may not be pledged for the paynment of any state aid road bonds
issued after April 1, 1981; however, this prohibition against the
pl edgi ng of any such funds for the paynent of bonds shall not
apply to any bonds for which intent to i ssue those bonds has been
published, for the first time, as provided by | aw before March 29,

1981. Fromthe anmount of taxes paid into the special fund under
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this subsection and subsection (9) of this section, there shall be
first deducted and paid the anbunt necessary to pay the expenses
of the Ofice of State Aid Road Construction, as authorized by the
Legislature for all other general and special fund agencies. The
remai nder of the fund shall be allocated nonthly to the several
counties in accordance with the follow ng fornul a:

(a) One-third (1/3) shall be allocated to all counties
i n equal shares;

(b) One-third (1/3) shall be allocated to counties
based on the proportion that the total nunber of rural road mles
in a county bears to the total nunber of rural road mles in al
counties of the state; and

(c) One-third (1/3) shall be allocated to counties
based on the proportion that the rural population of the county
bears to the total rural population in all counties of the state,
according to the | atest federal decennial census.

For the purposes of this subsection, the term "gasoline,

di esel fuel or kerosene taxes" nmeans such taxes as defined in
paragraph (f) of Section 27-5-101.

The amount of funds allocated to any county under this
subsection for any fiscal year after fiscal year 1994 shall not be
| ess than the amobunt allocated to the county for fiscal year 1994.

Any reference in the general laws of this state or the
M ssi ssi ppi Code of 1972 to Section 27-5-105 shall nmean and be
construed to refer and apply to subsection (4) of Section
27-65-75.

(5 ©One MIlion Six Hundred Sixty-six Thousand Si x Hundred
Si xty-six Dollars ($1, 666, 666.00) each nonth shall be paid into
the special fund known as the "State Public School Building Fund”
created and existing under the provisions of Sections 37-47-1
t hrough 37-47-67. Those paynents into that fund are to be nmade on

the | ast day of each succeedi ng nonth hereafter.
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(6) An amobunt each nonth begi nni ng August 15, 1983, through
Novenber 15, 1986, as specified in Section 6 of Chapter 542, Laws
of 1983, shall be paid into the special fund known as the
Correctional Facilities Construction Fund created in Section 6 of
Chapter 542, Laws of 1983.

(7) On or before August 15, 1992, and each succeedi ng nonth
thereafter through July 15, 2000, two and two hundred sixty-siXx
one-t housandt hs percent (2.266% of the total sales tax revenue
coll ected during the preceding nonth under the provisions of this
chapter, except that collected under the provisions of Section
27-65-17(2) shall be deposited by the conm ssion into the School
Ad Val orem Tax Reduction Fund created under Section 37-61-35. On
or before August 15, 2000, and each succeedi ng nonth thereafter,
two and two hundred sixty-six one-thousandths percent (2.266% of
the total sales tax revenue collected during the preceding nonth
under the provisions of this chapter, except that collected under
the provisions of Section 27-65-17(2), shall be deposited into the
School Ad Val orem Tax Reduction Fund created under Section
37-61-35 until such time that the total anount deposited into the
fund during a fiscal year equals Forty-two MIlion Dollars
(%42, 000, 000.00). Thereafter, the anounts diverted under this
subsection (7) during the fiscal year in excess of Forty-two
MIlion Dollars ($42,000,000.00) shall be deposited into the
Educati on Enhancenent Fund created under Section 37-61-33 for
appropriation by the Legislature as other educati on needs and
shall not be subject to the percentage appropriation requirenents
set forth in Section 37-61-33.

(8 On or before August 15, 1992, and each succeedi ng nonth
thereafter, nine and seventy-three one-thousandt hs percent
(9.0739% of the total sales tax revenue collected during the
precedi ng nonth under the provisions of this chapter, except that

col l ected under the provisions of Section 27-65-17(2), shall be
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deposited into the Education Enhancenent Fund created under
Section 37-61-33.

(9) On or before August 15, 1994, and each succeedi ng nonth
thereafter, fromthe revenue collected under this chapter during
the preceding nonth, Two Hundred Fifty Thousand Dol | ars
($250, 000. 00) shall be paid into the State Aid Road Fund.

(10) On or before August 15, 1994, and each succeedi ng nonth
thereafter through August 15, 1995, fromthe revenue coll ected
under this chapter during the preceding nonth, Two MIIlion Dollars
(%2, 000, 000. 00) shall be deposited into the Motor Vehicle Ad
Val orem Tax Reduction Fund established in Section 27-51-105.

(11) Notw thstanding any other provision of this section to
the contrary, on or before February 15, 1995, and each succeedi ng
nonth thereafter, the sales tax revenue collected during the
precedi ng nonth under the provisions of Section 27-65-17(2) and
the corresponding levy in Section 27-65-23 on the rental or |ease
of private carriers of passengers and |light carriers of property
as defined in Section 27-51-101 shall be deposited, w thout
di version, into the Mdtor Vehicle Ad Val orem Tax Reduction Fund
established in Section 27-51-105.

(12) Notw thstanding any other provision of this section to
the contrary, on or before August 15, 1995, and each succeeding
nonth thereafter, the sales tax revenue collected during the
precedi ng nonth under the provisions of Section 27-65-17(1) on
retail sales of private carriers of passengers and |light carriers
of property, as defined in Section 27-51-101 and the correspondi ng
l evy in Section 27-65-23 on the rental or |ease of these vehicles,
shal |l be deposited, after diversion, into the Mdtor Vehicle Ad
Val orem Tax Reduction Fund established in Section 27-51-105.

(13) On or before July 15, 1994, and on or before the
fifteenth day of each succeeding nonth thereafter, that portion of
the avails of the tax inposed in Section 27-65-22 that is derived

fromactivities held on the M ssissippi State Fairgrounds Conpl ex,
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shall be paid into a special fund that is created in the State
Treasury and shall be expended upon | egislative appropriation
solely to defray the costs of repairs and renovation at the Trade
Mart and Col i seum

(14) On or before August 15, 1998, and each succeedi ng nonth
thereafter through July 15, 2005, that portion of the avails of
the tax inposed in Section 27-65-23 that is derived from sal es by
cotton conpresses or cotton warehouses and that woul d ot herwi se be
paid into the General Fund, shall be deposited in an anmount not to
exceed Two MIlion Dollars ($2,000,000.00) into the special fund
created under Section 69-37-39.

(15) Notw thstanding any other provision of this section to
the contrary, on or before Septenber 15, 2000, and each succeeding
nonth thereafter, the sales tax revenue collected during the
precedi ng nonth under the provisions of Section 27-65-19(1)(f) and
(g)(i)2, shall be deposited, wthout diversion, into the
Tel econmuni cations Ad Val orem Tax Reduction Fund established in
Section 27-38-7.

(16) On or before August 15, 2000, and each succeedi ng nonth
thereafter, the sales tax revenue collected during the preceding
nont h under the provisions of this chapter on the gross proceeds
of sales of a project as defined in Section 57-30-1 shall be
deposited, after all diversions except the diversion provided for
in subsection (1) of this section, into the Sales Tax |Incentive
Fund created in Section 57-30-3.

(17) Notw thstanding any other provision of this section to
the contrary, on or before April 15, 2002, and each succeedi ng
nonth thereafter, the sales tax revenue collected during the
precedi ng nont h under Section 27-65-23 on sal es of parking
services of parking garages and lots at airports shall be
deposited, w thout diversion, into the special fund created under

Section 27-5-101(d).

S. B. No. 3181 *SS26/ R1138. 2*
07/ SS26/ R1138. 2
PAGE 36



1190
1191
1192
1193
1194
1195
1196
1197
1198
1199
1200
1201
1202
1203
1204
1205
1206
1207
1208
1209
1210
1211
1212
1213
1214
1215
1216
1217
1218
1219
1220
1221
1222

(18) On or before August 15, 2007, and each succeedi ng nonth
thereafter through July 15, 2008, fromthe sales tax revenue
coll ected during the preceding nonth under the provisions of this
chapter, Two MIlion Five Hundred Thousand Dol |l ars ($2, 500, 000. 00)
shal |l be deposited into the Special Funds Transfer Fund created in
Section 4 of Chapter 556, Laws of 2003.

(19) (a) On or before August 15, 2005, and each succeedi ng
nonth thereafter, the sales tax revenue collected during the
precedi ng nonth under the provisions of this chapter on the gross
proceeds of sales of a business enterprise |located within a
redevel opnent project area under the provisions of Sections
57-91-1 through 57-91-11, and the revenue collected on the gross
proceeds of sales fromsales nmade to a business enterprise |ocated
in a redevel opnent project area under the provisions of Sections
57-91-1 through 57-91-11 (provided that such sales nmade to a
busi ness enterprise are nmade on the prem ses of the business
enterprise), shall, except as otherw se provided in this
subsection (19), be deposited, after all diversions, into the
Redevel opnent Project Incentive Fund as created in Section
57-91-09.

(b) For a municipality participating in the Econom c
Redevel opnent Act created in Sections 57-91-1 through 57-91-11,
the diversion provided for in subsection (1) of this section
attributable to the gross proceeds of sal es of a business
enterprise located within a redevel opnent project area under the
provi sions of Sections 57-91-1 through 57-91-11, and attri butable
to the gross proceeds of sales fromsales nmade to a business
enterprise located in a redevel opnent project area under the
provi sions of Sections 57-91-1 through 57-91-11 (provided that
such sales made to a business enterprise are nade on the prem ses
of the business enterprise), shall be deposited into the
Redevel opnent Project Incentive Fund as created in Section

57-91-9, as foll ows:
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(1) For the first six (6) years in which paynents
are made to a devel oper fromthe Redevel opnment Project Incentive
Fund, one hundred percent (100% of the diversion shall be
deposited into the fund;

(ii1) For the seventh year in which such paynents
are made to a devel oper fromthe Redevel opnment Project I|Incentive
Fund, eighty percent (80% of the diversion shall be deposited
into the fund,

(tii1) For the eighth year in which such paynents
are made to a devel oper fromthe Redevel opnment Project I|Incentive
Fund, seventy percent (70% of the diversion shall be deposited
into the fund,

(tv) For the ninth year in which such paynents are
made to a devel oper fromthe Redevel opnent Project Incentive Fund,
sixty percent (60% of the diversion shall be deposited into the
fund; and

(v) For the tenth year in which such paynents are
made to a devel oper fromthe Redevel opnent Project Incentive Fund,
fifty percent (50% of the funds shall be deposited into the fund.

(20) On or before January 15, 2007, and each succeedi ng
nonth thereafter, eighty percent (80% of the sales tax revenue
coll ected during the preceding nonth under the provisions of this
chapter fromthe operation of a tourismproject under the
provi sions of Sections 57-28-1 through 57-28-5, shall be
deposited, after the diversions required in subsections (7) and
(8) of this section, into the Tourism Sal es Tax I ncentive Fund
created in Section 57-28-3.

(21) The remai nder of the anounts coll ected under the
provisions of this chapter shall be paid into the State Treasury
to the credit of the CGeneral Fund.

(22) It shall be the duty of the nunicipal officials of any
muni ci pality that expands its limts, or of any community that

incorporates as a nunicipality, to notify the conmm ssioner of that
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action thirty (30) days before the effective date. Failure to so
notify the conm ssioner shall cause the municipality to forfeit
the revenue that it would have been entitled to receive during
this period of tine when the conm ssioner had no know edge of the
action. |f any funds have been erroneously disbursed to any

muni cipality or any overpaynent of tax is recovered by the

t axpayer, the comm ssioner may make correction and adjust the
error or overpaynment with the nmunicipality by w thhol ding the
necessary funds fromany |ater paynment to be nade to the
muni ci pality.

SECTI ON 16. Section 27-65-111, M ssissippi Code of 1972, is
amended 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 Mssissippi. 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 anendnents 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.
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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 nagazi nes.

(c) Sales of coffins, caskets and other materials used
in the preparation of human bodies for burial.

(d) Sales of tangible personal property for inmediate
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 inconme 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:
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(i) Prescribed for the treatnent of a human bei ng
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 |icensed 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 l|licensed physician, surgeon,
dentist or podiatrist; or

(iv) Sold to a licensed physician, surgeon,
podi atrist, dentist or hospital for the treatnent 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 municipal 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, instrunents, 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.
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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.

Insulin 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
par agraph (h).

(1) Retail sales of autonobiles, trucks and
truck-tractors if exported fromthis state wwthin 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 Miscul ar Dystrophy Association, Inc.

* * %

(k) Sales of tangible personal property or services to
the Institute for Technol ogy Devel opnment.

(I) 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.

* %k

(m 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.
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(n) Sal es 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.
(o) Gfts or sales of tangible personal property or

services to public or private nonprofit nuseuns of art.
)

)

(p) Sales of tangible personal property or services to

al umi associ ati ons of state-supported colleges or universities.
(q) Sales of tangible personal property or services to

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

donestic violence shelters which qualify for state fundi ng under

Sections 93-21-101 through 93-21-113.

)

s) Sales of tangi ble personal property or services to

the National Miultiple Sclerosis Society, Mssissippi Chapter.

(t) 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
(WCQC) funded by the United States Departnent of Agriculture.

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

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

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

(x) Sales of tangible personal property to nonprofit
organi zati ons that provide foster care, adoption services and
tenporary housing for unwed nothers and their children if the
organi zation is exenpt fromfederal inconme taxation under Section

501(c)(3) of the Internal Revenue Code.
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(y) Sales of tangible personal property to nonprofit
organi zations that provide residential rehabilitation for persons
wi th al cohol and drug dependencies if the organization is exenpt
fromfederal incone taxation under Section 501(c)(3) of the
I nt ernal Revenue Code.

(z) Retail sales outside a nunicipal corporation of

food for human consunption not purchased with food stanps issued

by the United States Departnent of Agriculture, or other federal

agency, but which woul d be exenpt under paragraph (m of this

section fromtaxes inposed by this chapter if the food itens were

purchased with food stanps.

SECTION 17. Section 27-69-13, M ssissippi Code of 1972, is
amended as foll ows:

27-69-13. There is hereby inposed, |evied and assessed, to
be collected and paid as hereinafter provided in this chapter, an
exci se tax on each person or dealer in cigarettes, cigars,
stogi es, snuff, chew ng tobacco, and snoking tobacco, or
substitutes therefor, upon the sale, use, consunption, handling or
distribution in the State of M ssissippi, as follows:

(a) On cigarettes, the rate of tax shall be Two and

One-half Cents (2-1/2¢) on each cigarette sold with a maxi num

| ength of one hundred twenty (120) mllineters; any cigarette in
excess of this length shall be taxed as if it were two (2) or nore
cigarettes. Provided, however, if the federal tax rate on

cigarettes in effect on June 1, 1985, is reduced, then the rate as

provi ded herein shall be increased by the anobunt of the federal
tax reduction. Such tax increase shall take effect on the first
day of the nonth follow ng the effective date of such reduction in
the federal tax rate.

(b) ©On cigars, cheroots, stogies, snuff, chew ng and
snoki ng tobacco and all other tobacco products except cigarettes,
the rate of tax shall be fifteen percent (15% of the

manuf acturer's |list price.
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No stanp evidencing the tax herein |l evied on cigarettes shal
be of a denom nation of less than One Cent (1¢), and whenever the
tax conputed at the rates herein prescribed on cigarettes shall be
a specified anount, plus a fractional part of One Cent (1¢), the
package shall be stanped for the next full cent; however, the
addi tional face value of stanps purchased to conply with taxes
i nposed by this section after June 1, 1985, shall be subject to a
four percent (4% discount or conpensation to dealers for their
services rather than the eight percent (8% discount or
conpensation allowed by Section 27-69-31.

Every whol esal er shall purchase stanps as provided in this
chapter, and affix the sanme to all packages of cigarettes handl ed
by himas herein provided.

The above tax is |evied upon the sale, use, gift, possession
or consunption of tobacco within the State of M ssissippi, and the
i npact of the tax levied by this chapter is hereby declared to be
on the vendee, user, consuner or possessor of tobacco in this
state; and when said tax is paid by any other person, such paynent
shal |l be considered as an advance paynent and shall thereafter be
added to the price of the tobacco and recovered fromthe ultinate
CONSuner or user.

SECTION 18. Section 2 of this act shall be codified in
Chapter 7, Title 27, M ssissippi Code of 1972.

SECTION 19. This act shall take effect and be in force from
and after July 1, 2007.
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