M SSI SSI PPl LEQ SLATURE REGULAR SESSI ON 2006

By:

Senator(s) Little, Robertson, Gordon, To:  Finance

Mettetal, Jordan, Tollison, King

OCO~NOUITRAWNE

SENATE BI LL NO. 3084

AN ACT TO AMEND SECTI ON 27-69-13, M SSI SSI PPl CODE OF 1972,
TO | NCREASE THE EXCI SE TAX ON Cl GARETTES, TO PROVI DE THAT THERE
SHALL BE A DI SCOUNT OF 1% ON THE ADDI TI ONAL FACE VALUE OF STAMPS
PURCHASED TO COMPLY W TH SUCH | NCREASE AND TO REMOVE THE TAXATI ON
OF SNUFF AND OTHER TOBACCO PRODUCTS FROM THE SECTI ON OF LAW THAT
LEVI ES THE EXCl SE TAX ON DEALERS I N Cl GARETTES; TO CREATE NEW
SECTI ON 27-69-13.1, M SSISSI PPI CODE OF 1972, TO LEVY THE EXC SE
TAX ON DEALERS | N SNUFF; TO CREATE NEW SECTI ON 27-69-13. 2,
M SSI SSI PPl CODE OF 1972, TO LEVY THE EXClI SE TAX ON DEALERS | N
Cl GARS, STOd ES, CHEW NG TOBACCO, SMOKI NG TOBACCO AND ALL OTHER
TOBACCO PRODUCTS, EXCEPT Cl GARETTES AND SNUFF; TO CREATE THE
MUNI CI PAL SALES TAX DI VERSI ON FUND AND REQUI RE THAT MONEY | N THE
FUND BE DI STRI BUTED MONTHLY TO MUNI Cl PALI TIES I N THE PROPORTI ON
THAT SALES TAX COLLECTI ONS FOR GROCERI ES DURI NG THE PRECEDI NG
MONTH I N EACH MUNI Cl PALI TY BEAR TO THE TOTAL SALES TAX COLLECTI ONS
FOR GROCERI ES DURI NG THE PRECEDI NG MONTH | N ALL THE MJUNI CI PALI Tl ES
OF THE STATE; TO AMEND SECTI ON 27-65-75, M SSI SSI PPI CODE OF 1972,
TO REQUI RE THAT A PORTI ON OF THE SALES TAX REVENUE COLLECTED EACH
MONTH TO BE DEPGCSI TED IN THE MUNI Cl PAL SALES TAX DI VERSI ON FUND,
THE EDUCATI ON ENHANCEMENT FUND AND THE SCHOOL AD VALOREM TAX
REDUCTI ON FUND;, TO AMEND SECTI ONS 27-69-27 AND 27-69-31,
M SSI SSI PPl CODE OF 1972, IN CONFORM TY THERETG, TO CREATE A NEW
SECTI ON 27-65-26, M SSI SSI PPl CODE OF 1972, TO | MPOSE A SEPARATE
SALES TAX LEVY ON RETAIL SALES OF CERTAIN FOOD FOR HUNAN
CONSUVPTI ON AND TO REDUCE THE SALES TAX RATE ON SUCH FOOD;, TO
AMEND SECTI ON 27-65-17, M SSI SSI PPl CODE OF 1972, I N CONFORM TY
THERETG, TO | MPOSE A FEE ON NONSETTLI NG MANUFACTURER ClI GARETTES
AND TO PROVI DE THAT THE REVENUE VENUE DERI VED FROM THE FEE SHALL
BE DEPGCSI TED | NTO THE STATE GENERAL FUND; TO REQUI RE MONTHLY
REPORTI NG OF THE NUMBER AND DENOM NATI ON OF STAMPS AFFI XED TO
PACKAGES OF NONSETTLI NG MANUFACTURER Cl GARETTES; TO REQUI RE
REG STRATI ON OF NONSETTLI NG MANUFACTURERS W TH THE ATTORNEY
GENERAL; TO REQUI RE DEVELOPMENT, MAI NTENANCE, AND PUBLI CATI ON BY
THE ATTORNEY GENERAL OF A LI ST OF NONSETTLI NG MANUFACTURERS THAT
HAVE CERTI FI ED THEI R COVPLI ANCE W TH THI S ACT; TO PROVI DE FOR
ENFORCEMENT OF THE REQUI REMENTS | MPOSED BY THI S ACT; TO PROHI BIT
THE TRANSPORT OF UNSTAMPED Cl GARETTES ACROSS STATE LINES; TO
PROVI DE FOR REPORTS ON THE TRANSPORT OF STAMPED Cl GARETTES ACROSS
STATE LI NES; AND FOR RELATED PURPOSES.

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

SECTION 1. Section 27-69-13, M ssissippi Code of 1972, is
amended as foll ows:

27-69-13. (1) There is * * * inposed, |evied and assessed,
to be collected and paid as hereinafter provided in this chapter,

an excise tax on each person or dealer in cigarettes * * * or
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substitutes therefor, upon the sale, use, consunption, handling or
distribution in the State of Mssissippi, * * * at the rate

of * * * Four Cents (4¢) on each cigarette sold with a nmaxi 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. * * * However, if the federal tax rate on cigarettes

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

in this section shall be increased by the anobunt of the federal

tax reduction. The 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.

* * %

(2) No stanp evidencing the tax * * * levied on cigarettes

by this section shall be of a denom nation of |ess than One Cent

(1¢), and whenever the tax conputed at the rates * * * prescribed

on cigarettes in this section is a specified amount, plus a

fractional part of One Cent (1¢), the package shall be stanped for
the next full cent. However, the additional face value of stanps
purchased to conply with taxes inposed by this section after June

1, 1985, and prior to July 1, 2006, 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, and there shall be a

di scount of one percent (1% on the additional face val ue of

stanps purchased to conply with taxes inposed by this section on

or after July 1, 2006.

(3) Every whol esal er shall purchase stanps as provided in
this chapter, and affix the stanps to all packages of cigarettes

handl ed by himas * * * provided in this chapter.

(4) The * * * tax levied by this section is |evied upon the

sale, use, gift, possession or consunption of cigarettes or

substitutes therefor within the State of M ssissippi, and the

i npact of the tax levied by this sectionis * * * declared to be
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on the vendee, user, consuner or possessor of tobacco in this
state. * * * \Wen the tax is paid by any other person, the
paynment shall be considered as an advance paynent and shal
thereafter be added to the price of the tobacco and recovered from
the ultimte consumer or user.

SECTION 2. The follow ng provision shall be codified as
Section 27-69-13.1, M ssissippi Code of 1972:

27-69-13.1. (1) There is inposed, |levied and assessed, to

be collected and paid as hereinafter provided in this chapter, an
exci se tax on each person or dealer in snuff or substitutes

t herefor, upon the sale, use, consunption, handling or
distribution in the State of Mssissippi, at the rate of fifteen
percent (15% of the manufacturer's list price.

(2) The tax levied by this section is |evied upon the sale,
use, gift, possession or consunption of snuff or substitutes
therefor within the State of M ssissippi, and the inpact of the
tax levied by this section is declared to be on the vendee, user,
consuner or possessor of snuff in this state. Wen the tax is
paid by any ot her person, the paynent shall be considered as an
advance paynent and shall thereafter be added to the price of the
snuff and recovered fromthe ultinmte consuner or user.

SECTION 3. The follow ng provision shall be codified as
Section 27-69-13.2, M ssissippi Code of 1972:

27-69-13.2. (1) There is inposed, |levied and assessed, to

be collected and paid as hereinafter provided in this chapter, an
exci se tax on each person or dealer in cigars, stogies, chew ng
t obacco, snoking tobacco and all other tobacco products, except
cigarettes and snuff, upon the sale, use, consunption, handling or
distribution in the State of Mssissippi, at the rate of fifteen
percent (15% of the manufacturer's list price.

(2) The tax levied by this section is |evied upon the sale,
use, gift, possession or consunption of cigars, stogies, chew ng

t obacco, snoking tobacco and all other tobacco products, except
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cigarettes or snuff, and the inpact of the tax levied by this
section is declared to be on the vendee, user, consuner or
possessor of tobacco in this state. Wen the tax is paid by any
ot her person, such paynent shall be considered as an advance
paynment and shall thereafter be added to the price of the tobacco
and recovered fromthe ultimate consunmer or user.

SECTION 4. (1) There is created in the State Treasury a

speci al fund known as the Minicipal Sales Tax Diversion Fund which
shal |l be conprised of the noney required to be deposited into the
fund under Section 27-65-75. Mney in the fund shall be expended
by the State Tax Conm ssion to nake paynents to nmunicipalities as
required by this section. Unexpended anmounts remaining in the
special fund at the end of a fiscal year shall not |apse into the
State Ceneral Fund, and any interest earned or investnent earnings
on amounts in the special fund shall be deposited to the credit of
t he special fund.

(2) On or before Septenber 15, 2006, and each succeedi ng
month thereafter, the State Tax Conm ssion shall distribute from
the special fund the anmount required to be deposited in the
special fund during the preceding nonth under Section 27-65-75 to
each nmunicipality in the state, in an anount equal to the
proportion that the sales tax collections fromretail sales of
food taxed under Section 27-65-26 for the preceding nonth in each
muni ci pality bear to the total sales tax collections fromretai
sal es of food taxed under Section 27-65-26 for the preceding nonth
in all the municipalities of the state.

SECTION 5. 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) On or before August 15, 1992, and each succeedi ng nonth

thereafter through July 15, 1993, eighteen percent (18% of the
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total sales tax revenue collected during the preceding 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 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, 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
col l ected under the provisions of Sections 27-65-15, 27-65-19(3)
and 27-65-21, on business activities within a nunici pal
corporation shall be allocated for distribution to the
muni 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 mnuni 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 pl edged as security
for such a | oan

In any county having a county seat that is not an
i ncorporated municipality, the distribution provided under this
subsection shall be nmade as though the county seat was an
i ncor porated municipality; 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.

(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
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(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 | 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. 1In 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
| evi ed under Section 27-65-21 on contracts for the construction or
reconstruction of highways designated under the highway program
creat ed 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 hi ghway
program The M ssissippi Departnment of Transportation shal
provide to the State Tax Commi ssion such infornation as is
necessary to determ ne the anmount of proceeds to be distributed

under this subsecti on.
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(4) On or before August 15, 1994, and on or before the
fifteenth day of each succeeding nonth through July 15, 1999, from
t he 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)1, Four MIlion
Dol I ars ($4, 000, 000. 00) or an anobunt 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
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
Legi slature 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;
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(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 anbunt 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 nean 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 made on
the | ast day of each succeeding nonth hereafter.

(6) An amobunt each nonth begi nning 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
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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 tinme that the total anount deposited into the
fund during a fiscal year equals Forty-two MIIlion Dollars

(%42, 000,000.00). Thereafter, the anobunts 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 | ected under the provisions of Section 27-65-17(2), shall be
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 MIlion Dollars
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(%2, 000, 000. 00) shall be deposited into the Mdtor 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,
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 herw se be

paid into the General Fund, shall be deposited in an anpbunt not to
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exceed Two MIlion Dollars ($2,000,000.00) into the special fund
created under Section 69-37-39.

(15) Notw thstandi ng any other provision of this section to
the contrary, on or before Septenber 15, 2000, and each succeedi ng
nonth thereafter, the sales tax revenue collected during the
precedi ng nonth under the provisions of Section 27-65-19(1)(f) and
(g9)(i)2, shall be deposited, w thout 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 nonth under Section 27-65-23 on sal es of parking
servi ces of parking garages and lots at airports shall be
deposited, w thout diversion, into the special fund created under
Section 27-5-101(d).

(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
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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 nade 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 nade 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 Economc
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 nade 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 follows:

(1) For the first six (6) years in which paynents
are made to a devel oper fromthe Redevel opment 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 |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 |Incentive
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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 Septenber 15, 2006, and each succeedi ng

nonth thereafter, the follow ng anobunt of sales tax revenue

coll ected during the preceding nonth under the provisions of this

chapter shall be deposited, after all diversions, into the

foll ow ng funds:

(a) Two MIIlion Four Hundred Thousand Dol l ars

(%2, 400, 000.00) into the Minicipal Sales Tax Diversion Fund

created under Section 4 of Senate Bill No. 3084, 2006 Regul ar

Sessi on.

(b) One MIlion Three Hundred Five Thousand Dol l ars

(%1, 305, 000.00) into the Educati on Enhancenent Fund created under

Section 37-61-33.

(c) Three Hundred Twenty-si x Thousand Dol |l ars

($326, 000.00) into the School Ad Val orem Tax Reduction Fund

created under Section 37-61-35.

(21) The renmminder of the anmpbunts collected under the
provisions of this chapter shall be paid into the State Treasury
to the credit of the General Fund.

(22) It shall be the duty of the municipal officials of any
municipality that expands its limts, or of any community that
incorporates as a nunicipality, to notify the conmm ssioner of that
action thirty (30) days before the effective date. Failure to so
notify the comm ssioner shall cause the nmunicipality to forfeit

the revenue that it would have been entitled to receive during
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this period of tine when the conmm ssioner had no know edge of the
action. |f any funds have been erroneously disbursed to any
muni ci pality or any overpaynent of tax is recovered by the

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

SECTION 6. Section 27-69-27, M ssissippi Code of 1972, is
amended as foll ows:

27-69-27. The paynent of the tax inposed by this chapter
shal |l be evidenced by affixing stanps to each individual package
of cigarettes usually sold to consuners, as distinguished from
cartons or larger units which are conposed of a nunber of
i ndi vi dual packages.

The stanp shall be affixed within seventy-two (72) hours
after the receipt of the cigarettes by the whol esaler, and within
forty-eight (48) hours after receipt of the cigarettes by the
retailer; provided, that in the case a deal er conducts a whol esal e
and retail business at one (1) place of business, stanps shall be
affixed within forty-eight (48) hours after receipt of the
cigarettes. The stanp nust be so securely affixed as to require
the continued application of water or of steamto renove it, or so
that it cannot be otherw se renoved wi t hout destruction or
mutil ation.

The excise tax inposed on cigars, snoking tobacco, chew ng
tobacco, snuff and all other tobacco products except cigarettes
shal |l be conputed by the application of the excise tax rate to the
manuf acturer's list price on all purchases of such tobacco. The
exci se tax shall be due and payable on or before the fifteenth day
of the nmonth next succeeding the nonth in which the tax accrues.
The tax shall be filed with the comm ssioner on fornms prescribed

by the comm ssioner.
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Provi ded, however, manufacturers or other whol esal e
di stributors of tobacco, which are subject to the excise taxes

i nposed by Sections 27-69-13, 27-69-13.1 and 27-69-13.2 * * * for

the privilege of selling or using such tobaccos within this state,
who maintain "term nal s" or warehouses in which such tobaccos are
stored, and who sell only to |licensed whol esale dealers within the
state who are qualified to purchase and affix the stanps required,
may mai ntain such "spot stocks,"” intended only for such sales,
w thout affixing the stanps or filing returns and paying the tax.
Any person desiring to maintain such "termnal" or warehouse,
shall make application to the conm ssioner and obtain a permt to
mai ntai n such stocks without affixing stanps thereto, for sale
exclusively to out-of-state purchasers, or |icensed whol esal e
dealers within this state, and the comm ssioner is hereby
authorized to grant such permt upon the execution and filing with
the comm ssioner, by the applicant, a bond with surety conpani es,
aut hori zed to do business in Mssissippi, as surety thereon, and
conditioned for the strict conpliance by the applicant, with the
foll ow ng conditions under which said privilege may be granted.
The person maintaining such stock of untaxed tobacco shal
supply to the conm ssioner nonthly, or at such tines as the
comm ssioner may require, conplete invoices of all tobaccos
recei ved, and shall also supply correct invoices of all tobaccos
removed from such "termnal" or warehouse, said invoices to
contain the correct nane and address of all persons to whom such
tobacco shall be delivered or consigned, whether within or wthout
the State of M ssissippi.
The penalty of such bond shall be determ ned by the
conmi ssioner, in an anount sufficient to protect the State of
M ssi ssippi fromany | oss of revenue which m ght occur by reason
of the failure of principal to strictly adhere to the requirenent
that no tobacco would be sold from such stock within the State of

M ssi ssi ppi, except to |licensed whol esal e deal ers.
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SECTION 7. Section 27-69-31, M ssissippi Code of 1972, is
amended as fol |l ows:

27-69-31. Dealers subject to the provisions of this chapter
shall be all owed, as conpensation for their services in affixing

the stanps * * * required by this chapter, a sumequal to eight

percent (8% of the face value of the stanps purchased by them

except as otherw se provided in Section 27-69-13(2); however, the

comm ssion shall allow no discount on the purchase of stanps by
whol esal ers of an aggregate anmount of |ess than One Hundred

Dol lars ($100.00), and by retailers of an aggregate anount of |ess
than Fifty Dollars ($50.00) in any one (1) order.

* * * The commi ssioner may, in his discretion, either
reduce the conpensation all owed, or disallow any conpensation for
the affixing of stanps, for failure of the dealer to conply with
any provisions of the law or rules and regul ati ons pronul gated by
t he comm ssi oner.

SECTION 8. The follow ng provision shall be codified as
Section 27-65-26, M ssissippi Code of 1972:

27-65-26. Fromand after July 1, 2006, 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 (o) of Section 27-65-111
fromthe taxes inposed by this chapter if the food itens were
purchased with food stanps, shall be taxed at the rate of three
and one-hal f percent (3-1/2%.

SECTION 9. 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.
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(b) Retail sales of farmtractors shall be taxed at the
rate of one percent (1% when nmade to farners for agricultural
pur poses.

(c) Retail sales of farminplenents sold to farnmers 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:

(i) 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 pment 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 nobile honmes shall be taxed at
the rate of three percent (3%.

(e) Sales of manufacturing machinery or manufacturing
machi ne parts when made to a manufacturer or custom processor for
pl ant use only when the nmachi nery and machine parts wll be used
exclusively and directly within this state in manufacturing a
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:
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(1) The enterprise shall nmeet mnimumcriteria
established by the M ssissippi Devel opment Authority;

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

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

(itv) The enterprise shall manufacture plastics,
chem cals, 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 opnment 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 nmust 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%.

(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%.

(1) Wolesale 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.
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(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.

(1) Fromand after July 1, 2006, 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 whi ch woul d be exenpt under paragraph (o) of Section 27-65-111

fromthe taxes inposed by this chapter if the food itens were

purchased with food stanps, shall be taxed as provided for in

Section 27-65-26.

(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 commerce 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
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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 Conmm ssion from
t he purchaser of such truck-tractor or semtrailer at the tinme of
registration of such truck-tractor or semtrailer.

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

(5) Any person exercising any privilege taxabl e 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.

SECTI ON 10. The Legislature declares that the follow ng are

t he purposes of Sections 10 through 18 of this act:

(a) To recover health care costs to the state inposed
by nonsettling manufacturers;

(b) To prevent nonsettling manufacturers from
underm ning the state's policy of reduci ng underage snoking by
offering their cigarettes for sale substantially below the price
of cigarettes of other manufacturers;

(c) To protect funding, which is reduced as a result of
the grom h of nonsettling-manufacturer cigarette sales, for
prograns funded in whole or in part by paynents to the state under
the tobacco settlenents referred to in Section 11(e) of this act,
and to recoup settlenment-paynent revenue lost to the state as a
result of nonsettling-manufacturer cigarettes sales; and

(d) To fund such other purposes as the Legislature
shal | determ ne.

SECTION 11. As used in Sections 10 through 18 of this act,

the follow ng terns shall have the neaning ascribed to them

her ei n:
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(a) "Comm ssioner"” neans the Chairman of the State Tax
Comm ssion of the State of M ssissippi, and his authorized agents
and enpl oyees.

(b) "Consuner Price Index" neans the Consuner Price
I ndex for Al U ban Consuners as published by the Bureau of Labor
Statistics of the United States Departnent of Labor.

(c) "Manufacturer" includes, but is not limted to, an
entity that is the first inporter into the United States of
ci garettes manufactured abroad.

(d) "Master Settlenent Agreenent” neans the settl enent
agreenent entered into on Novenber 23, 1998, by various states and
| eadi ng ci garette nmanufacturers.

(e) "Nonsettling manufacturer” nmeans any tobacco
product manufacturer that has not entered into the settl enent

agreenents, as anended, in the case of Mke More, Attorney

Ceneral ex rel. State of M ssissippi v. The Anmerican Tobacco

Conpany et al. (Chancery Court of Jackson County, M ssissippi,

Cause No. 94-1429).

(f) "Nonsettling-manufacturer cigarettes" neans
cigarettes manufactured, fabricated, assenbled or inported by a
nonsettling manufacturer.

(g) "This act" neans Sections 10 through 18 of this
act .

SECTION 12. (1) There is hereby inposed, |evied and

assessed a fee for the sale, use, consunption, handling or
distribution, in the State of M ssissippi, of
nonsettling-manufacturer cigarettes to which a stanp is required
to be affixed by law. The rate of the fee shall be Two and
Three-twentieths Cents (2-3/20¢) on each cigarette, to be adjusted
upward annual |y each January 1 by the greater of three percent
(399 or the Consuner Price Index applied each year on the previous
year, beginning wth the year of enactnent of this act. The fee

is in addition to all other privileges, |icenses, fees, or taxes
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now i nposed by law in this state. The comm ssioner shall collect
the fee each nonth directly from each nonsettling manufacturer
based on information received under Section 14 of this act or
other information available to the conm ssioner. Except as
otherwi se provided in this act, the fee shall be inposed,
coll ected, paid, adm nistered, and enforced in the same manner as
the tax on cigarettes assessed by Section 27-69-13.

(2) The revenue derived fromthe fee inposed under this
section shall be deposited into the State CGeneral Fund.

SECTI ON 13. A nonsettling manufacturer whose cigarettes are

being offered for sale in this state on July 1, 2006, shal

provide to the comm ssioner the infornmation described in Sections
15 and 16 of this act, and pay the fee inposed by Section 12 of
this act by not later than July 31, 2006. |If cigarettes of a
nonsettling manufacturer are not being offered for sale in this
state on July 1, 2006, then the nonsettling manufacturer, before
its cigarettes may begin to be offered for sale in this state,
shal |l prepay the fee inposed by Section 12 of this act for the
nunber of cigarettes of the nonsettling manufacturer that the
comm ssi oner reasonably projects will be sold in the first

cal endar nonth in which cigarettes of the nonsettling manufacturer
are sold in this state. The prepaynent anount shall be determ ned
by multiplying Two and One-half Cents (2-1/2¢) tines the nunber of
cigarettes that the conmm ssioner reasonably projects that the
nonsettling manufacturer will sell in this state in that first

cal endar nonth, or Fifty Thousand Dol |l ars ($50, 000. 00), whichever
is nmore. The conm ssioner may require a nonsettling manufacturer
to provide any infornmation reasonably necessary to determ ne the
fee paynent anount and, in the case of prepaynent, shall establish
regul ati ons providing for reinbursenent to nonsettling

manuf acturers if actual sales are |less than sales as projected by

the conmm ssioner and for additional paynent by nonsettling
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manuf acturers if actual sales are greater than sales as projected
by the comm ssioner.

SECTION 14. Any manufacturer, distributor, or whol esal er of

cigarettes required by Section 27-69-35 to file a nonthly report
shall state, in addition to the information required to be
reported under Section 27-69-35, the nunber and denom nati ons of
stanps affixed to individual packages of nonsettling-nmanufacturer
cigarettes, by manufacturer and brand famly, sold for each pl ace
of business in the nonth preceding the nonth in which the report
is made, as well as any other information determ ned by the
comm ssioner to be necessary or appropriate for determning the
fee due under Section 12 of this act, or for enforcing any of the
provisions of this act. This reporting requirenent shall be
enforced in the same manner as the nonthly reporting requirenent
i nposed by Section 27-69-35.

SECTION 15. Before its cigarettes may begin to be offered

for sale in this state, or, if its cigarettes are being offered
for sale in this state on July 1, 2006, by not later than July 31
2006, a nonsettling manufacturer shall provide to the Attorney
Ceneral, on a formprescribed by the Attorney General, the
foll ow ng information

(a) The conplete nane, address and tel ephone nunber of
t he nonsettling manufacturer;

(b) The date that cigarettes of the nonsettling
manuf acturer began or will begin to be offered for sale in this
state;

(c) The nanes of the brand famlies of cigarettes of
the nonsettling manufacturer that are being or will be offered for
sale in this state;

(d) A statenment of the nonsettling manufacturer's
intention to conply with the obligations inposed by this section;

and
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(e) The nane, address, telephone nunber and signature
of an officer of the nonsettling manufacturer attesting to all of
the information described in this section.

The Attorney CGeneral shall make information provided pursuant
to this section available to the conm ssioner.

SECTI ON 16. Each nonsettling manufacturer subject to the fee

i nposed by Section 12 of this act shall certify to the Attorney
General on the first day of each nonth that it is in conpliance
with this act and that it has paid in full the fee inposed by
Section 12 of this act. The Attorney General shall devel op,

mai ntain, and publish on its Internet web site a directory listing
all nonsettling manufacturers that have provided current, accurate
and conplete certifications. The Attorney General shall provide a
copy of the list to any person upon request.

SECTION 17. Cigarettes of a nonsettling manufacturer that

has not conplied with this act, including paynent in full of the
fee i nposed by Section 12 of this act, shall be treated as
cigarettes for which the tax assessed by Section 27-69-13 has not
been paid, and a nonsettling manufacturer that has not conplied
with this act shall be subject to any and all of the penalties

i nposed for violations of Chapter 69, Title 27, M ssissippi Code
of 1972. A person shall not affix to any package of
nonsettling-manufacturer cigarettes the stanp required under
Sections 27-69-13 and 27-69-27 after receiving notice fromthe
conmi ssi oner, which the conmm ssioner shall provide, that the
nonsettling manufacturer of those cigarettes has not paid in ful
the fee inposed by Section 12 of this act or if the nonsettling
manuf act urer does not appear on the Attorney Ceneral's directory
described in Section 16 of this act.

SECTION 18. (1) A person nmay not transport or cause to be

transported fromthis state cigarettes for sale in another state
without first affixing to the cigarettes the stanp required by the
state in which the cigarettes are to be sold or paying any ot her
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excise tax on the cigarettes inposed by the state in which the
cigarettes are to be sold.

(2) A person may not affix to cigarettes the stanp required
by another state or pay any other excise tax on the cigarettes
i nposed by another state if the other state prohibits stanps from
being affixed to the cigarettes, prohibits the paynent of any
ot her excise tax on the cigarettes, or prohibits the sale of the
cigarettes.

(3) On or before the fifteenth day of each nonth, a person
who transports or causes to be transported fromthis state
cigarettes for sale in another state shall submt to the
comm ssioner, on forns prescribed by the conm ssioner, a report
identifying the quantity and brand famly of each brand of the
cigarettes transported or caused to be transported in the
precedi ng cal endar nonth, and the correct nanme and address of each
reci pient of the cigarettes.

(4) For purposes of this section, "person"” neans an
i ndi vidual, partnership, commttee, association, corporation or
any ot her organi zation or group of persons. Person does not
i ncl ude any conmmon or contract carrier, or public warehouse that
is not owed, in whole or in part, directly or indirectly by such
person.

SECTION 19. This act shall take effect and be in force from

and after July 1, 2006.
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