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Momentum Mississippi

Economic Development Incentive Legislation Proposal

Executive Summary

Background

· Momentum Mississippi has adopted for implementation the recommendations from Blueprint Mississippi for the state’s economic growth and development

· BluePrint Mississippi utilized a comprehensive input process from business and community leaders throughout the state to develop its recommendations

· Momentum Mississippi is pursuing three specific recommendations of BluePrint Mississippi to enhance economic development in our state:

· Pursue high value, high growth business opportunities by identifying targeted industries that include a mix of manufacturing and service industries and align incentives to attract targeted industries.

· Improve productivity and profitability of existing businesses

· Increase the development and deployment of new technologies in Mississippi

· Momentum Mississippi is proposing certain changes to our economic development incentive legislation that will help accomplish these recommendations.
Intent

· This proposal is based upon four guiding principles and is intended to

· Balance- achieve balance in pursuing manufacturing vs. high growth, high value business opportunities.

· Call centers, data processing operations, manufacturing distribution operations, corporate headquarters, research and development and high tech enterprises. 

· Flexibility-provide flexibility to meet the needs of different targeted industries and every geographic region of the state.

· Growth-incent existing industry growth through investment in new technology and equipment.

· Value-incent industries to provide higher wages and greater levels of investment in Mississippi.

Proposed Amendments to Existing Programs
· Advantage Jobs Program  (Cash rebate of employee income tax withholding)

· Provide for additional qualification criteria (Percentage of Wage Level, Job Numbers, Capital Investment) in an effort to attract targeted industries.

	Percentage

Qualifier

Qualifier Qualifier
	Minimum Jobs
(Tier I &

Tier II)
	Minimum Jobs
(Tier III)
	Minimum

Private Investment

	100%
	100
	50
	None

	110%
	50
	20
	$15 Million

	125%
	25
	10
	None

	150%
	10
	-
	None





    Current Law


· Jobs Tax Credit Program (Income tax credit for companies)

· Reward both employment numbers and higher payroll levels.

· Replace set dollar amount per new job with a percentage of payroll (taxable wages) Tier I–$500/2.5%, Tier II–$1000/5%, Tier III–$2000/10%

· MBFC Revenue Bond Debt (RED) Tax Credit Program (Corporate Income Tax Credit)

· Re-authorize and extend repealer for one year.  
· Add Corporate Headquarters (National & Regional), Data / Information Processing, Research & Development Pilot Manufacturing, Research and Development / High Technology to the list of eligible businesses that may qualify
· Sales/Use and Property Tax Exemption Incentive/Programs

· Modify existing code sections to provide a new category within the definition of manufacturing to include R&D Pilot Manufacturing facilities.
· Sales/Use Tax Rate of 1.5% would apply
· Provide for sales / use tax exemptions for R&D Pilot Manufacturing and Data/Information Processing facilities. (Similar to manufacturing or processing).
· Provide authority for local government units to provide up to a 10-year local property tax exemptions (except school taxes) for R&D Pilot Manufacturing and Data/Information Processing facilities.
· ACE, CAP, and DIP Bond Programs

· Request $10 Million for ACE Fund, $10 Million for CAP Loan, and $10 Million for DIP Program annually for three years.

· Research & Development / High Technology
· Fund the current program and request $10 Million for R&D/High Technology loans at market based rates.

· Corporate Headquarters (National & Regional)

· Reduce from 35 to 20 the number of jobs that are required to be eligible for credits.
· Place into law a more realistic job creation level consistent with current practices and qualifications of MDA/Mississippi State Tax Commission.    

Proposed New Programs              

· Existing Industry 
· Introduce and Establish a Manufacturing Investment Tax Credit Program (State Income Tax).

· Credit is calculated by multiplying the total new investment by 5%.

· Introduce and Establish an Existing Industry Productivity Loan Program

· Request $10 Million

· Improve company’s productivity and competitiveness

· 1-1 Private/Public Match

Impact

· These changes will make Mississippi more competitive in the Southeast, the fastest growing region of the United States.

· These incentives will allow Mississippi to be more successful in our recruiting effort resulting in greater investment, more and higher paying jobs, enhancement of existing industry, and produce a positive financial benefit to the state’s economy.

· The Mississippi Development Authority and the Mississippi State Tax Commission will have the responsibility for establishing procedures for these programs to ensure financially justified application which protects the State’s financial interests.
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Momentum Mississippi
Economic Development Incentive Legislation Proposal

Background

· Momentum Mississippi has adopted for implementation the recommendations from Blueprint Mississippi for the state’s economic growth and development

· BluePrint Mississippi utilized a comprehensive input process from business and community leaders throughout the state to develop its recommendations

· Momentum Mississippi is pursuing three specific recommendations of BluePrint Mississippi to enhance economic development in our state:

· Pursue high value, high growth business opportunities by identifying targeted industries that include a mix of manufacturing and service industries and align incentives to attract targeted industries.

· Improve productivity and profitability of existing businesses

· Increase the development and deployment of new technologies in Mississippi

· Momentum Mississippi is proposing certain changes to our economic development incentive legislation that help accomplish these recommendations.

Overall Intent

· This proposal is based upon four guiding principles and is intended to

· Balance- achieve balance in pursuing manufacturing vs. high growth, high value business opportunities.

· Call centers, data processing operations, manufacturing distribution operations, corporate headquarters, research and development and high tech enterprises. 

· Flexibility-provide flexibility to meet the needs of different targeted industries and every geographic region of the state.

· Growth-incent existing industry growth through investment in new technology and equipment.

· Value-incent industries to provide higher wages and greater levels of investment in Mississippi.

Existing Programs
Advantage Jobs Program (Cash rebate of employee income tax withholding)

· Current Law

· An eligible business has three (3) major requirements to fulfill to be eligible for the Advantage Jobs Programs.
· 125% of average annual salary County or State (whichever is lower)
· Create a minimum number of jobs (Tiers I and II – 25 and Tier III – 10)
· Offer and provide basic health benefits to all employees
· Proposed Amendments
· Provide for additional qualification criteria (Percentage of Wage Level, Job Numbers, Capital Investment) in an effort to attract targeted industries.

	Percentage

Qualifier

Qualifier Qualifier
	Minimum Jobs
(Tier I &

Tier II)
	Minimum Jobs
(Tier III)
	Minimum

Private Investment

	100%
	100
	50
	None

	110%
	50
	20
	$15 Million

	125%
	25
	10
	None

	150%
	10
	-
	None





     Current Law


· Requirement for the provision of health benefits remains.
· For existing industry, jobs = net new jobs.
· Applies to total payroll.
· Capital investments by third parties (leased projects) count toward threshold.
· Cost benefit will be maintained.
· Intent
· Provide broad-based flexible applications to Mississippi’s most competitive incentive program.  
· To achieve a better balance between traditional manufacturing and high-growth, high-value business opportunities and targets.
· Impact

· Current program, which has been in existence since 1999, has largely been unsuccessful.  To date, we have had twenty (20) companies apply for the rebate, five (5) that have qualified, and only one (1) being paid.
· Current program and proposed changes offer a cash rebate based upon future employee income tax withholding and are designed to protect the state’s financial interest.  Lower average annual wage levels are offset by increasing minimum job creation and capital investment requirements.
· Mississippi State Tax Commission will approve changes.
Job Tax Credit Program (Income tax credit for companies)
· Current Law
· Provides an income tax credit for a five (5) year period equal to a minimum dollar amount for each newly created job of an eligible business.  A minimum number of jobs must be created to receive the credit.  This credit cannot exceed 50% of the income tax liability in any given year.
	County Ranking
	Minimum Annual Increase

in No. of Jobs
	Credit Per Job

	Tier I
	20
	$   500 per year

	Tier II
	15
	$1,000 per year

	Tier III
	10
	$2,000 per year


· Proposed Amendments

· Reward both employment numbers and higher payroll levels.
· Replace set dollar amount per new job with a percentage of payroll (taxable wages) Tier I–2.5%, Tier II–5%, Tier III–10%

	County Ranking
	Minimum Annual Increase

in No. of Jobs
	Percentage Credit Per $ Payroll

	Tier I
	20
	2.5%

	Tier II
	15
	5%

	Tier III
	10
	10%


· Intent

· Proposed changes to the Jobs Tax Credit Program are intended to reward higher payroll levels.
· Help Mississippi to maintain its position in the Southeast, with respect to the Per Capita Income Growth.

· Impact

· This proposed change should be a net gain for the State from a cost-benefit perspective.
· Example: (per job)
	TIER
	$10 per Hour
	
	$15 per Hour
	
	$20 per Hour

	
	Current
	Proposed
	
	Current
	Proposed
	
	Current
	Proposed

	I
	$500
	$520
	
	$500
	$780
	
	$500
	$1040

	
	
	
	
	
	
	
	
	

	II
	$1000
	$1040
	
	$1000
	$1560
	
	$1000
	$2080

	
	
	
	
	
	
	
	
	

	III
	$2000
	$2080
	
	$2000
	$3120
	
	$2000
	$4160

	
	
	
	
	
	
	
	
	


MBFC Revenue Bond Debt (RED) Tax Credit Program (Corporate Income Tax Credit)
· Current Law

· Provides an income tax credit equal to the debt service on industrial revenue bonds issued by the MBFC for approved businesses receiving such bonds.  This credit is limited to 80% of the income tax liability.
· Eligible businesses include manufacturing, telecommunications, data processing, distribution or warehouse facilities.
· The RED Tax Credit is repealed as of October 1, 2005.
· Proposed Amendments

· Re-authorize and extend repealer for one year.  
· Add Corporate Headquarters (National & Regional), Data / Information Processing, Research & Development Pilot Manufacturing, Research and Development / High Technology to the list of eligible businesses that may qualify.

· Intent

· To maintain the current MBFC Revenue Bond Debt Service (RED) Tax Credit.
· To achieve a better balance between traditional manufacturing and high-growth, high-value business opportunities and targets.
· Provide flexibility to meet the needs of different targeted industries and every geographic region of the state.
· Impact

· These changes will increase Mississippi’s competitiveness in the Southeast with respect to high-growth, high-value business opportunities.

· Income tax credits under this program are pledged based on revenue increases for the state.

Sales/Use and Property Tax Exemption Incentive/Programs

· Current Law
· Does not provide for 1.5% Sales/Use Tax rate for R&D Pilot Manufacturing.

· Sales / Use Tax Exemptions and Property Tax Exemptions do not apply to R&D Pilot Manufacturing and Data Information Processing facilities.

· Proposed Amendments

· Modify existing code sections to provide a new category within the definition of manufacturing to include R&D Pilot Manufacturing facilities.
· Sales/Use Tax Rate of 1.5% would apply
· Provide for sales / use tax exemptions for R&D Pilot Manufacturing and Data/Information Processing facilities. (Similar to manufacturing or processing).
· Provide authority for local government units to provide up to a 10-year local property tax exemptions (except school taxes) for R&D Pilot Manufacturing and Data/Information Processing facilities.
· Intent

· To achieve a better balance between traditional manufacturing and high-growth, high-value business opportunities and targets.
· Provide flexibility to meet the needs of different targeted industries and every geographic region of the state.
· Impact

· These changes will make Mississippi more competitive in the Southeast, the fastest growing region of the United States.
· State and Local Governments will see minor impacts as they attract future revenue sources.

ACE, CAP, and DIP Bond Programs
· Current Law

· Provides for all three infrastructure / incentive programs.

· Proposed Request
· Request $10 Million for ACE Fund, $10 Million for CAP Loan, and $10 Million for DIP Program annually for three years.

· Intent

· To more adequately fund the infrastructure programs as they become increasingly more significant in the site location/selection process.
· Impact

· The short-term financial impact to the State in funding these programs will be offset by the financial benefit flowing to the state from the resulting new investment and job creation.
· Example: The ACE Fund is very important to the “Entitlement Cities and Communities” since a number of financing options and incentives do not apply.  These cities are job creation centers and should have ACE at their 
disposal.  ACE will also be very important to growing the technology cluster in the state.  CDBG funds may not be available for projects of this type.  The projects will not meet the employment standards.

Research & Development / High Technology

· Current Law

· The current program administered by MDA provides for R&D / High Technology Loans to communities desiring to develop incubation centers.

· Proposed Amendments
· Fund the current program and request $10 Million for R&D/High Technology loans at market based rates.

· Intent

· To provide funding sources that incent both existing and new industry growth through investments in new technology and equipment.

· Help Mississippi to maintain its position in the Southeast, with respect to Per Capita Income Growth.

· Increase the development and deployment of new technologies in Mississippi.

· Impact

· The short-term financial impact to the State in funding these programs will be offset by the financial benefit flowing to the state from the resulting new investment and job creation.

Corporate Headquarters (National & Regional)
· Current Law

· An income tax credit is available for a five (5) year period between $500 and $2,000 for each position assigned to the national or regional headquarters of a business created in or transferred to Mississippi.  A credit equal to $1,000 for each position if the salary is 125% of the average or a credit of $2,000 per position if the salary is 200% of the average available.  A minimum number of 35 new headquarter jobs must be created to receive the credit.
· Proposed Amendments

· Reduce from 35 to 20 the number of jobs that are required to be eligible for credits.
· Intent

· To induce companies to establish a headquarters in Mississippi that includes officers and other high level employees.
· Impact

· Impact from these changes will have little or no impact on the State and will place into law a realistic job creation requirement consistent with current practices and qualifications of both Mississippi Development Authority and the Mississippi State Tax Commission.

New Programs – Existing Industry
Introduce and Establish a Manufacturing Investment Tax Credit Program (State Income Tax).
· Proposed Legislation
· Operating in the state for a minimum of 2 years.
· Investment of $1.0 Million in land, buildings and process equipment.
· Credit is calculated by multiplying the total new investment by 5%.
· Credit cannot exceed 50% of tax liability with a 5-year carry-forward.  Credits cannot exceed $1 Million per project.
· Intent
· To increase support for existing firms and incent those firms who invest greater levels of capital in Mississippi.
· Impact

· While a fiscal note would be required, and is forthcoming, the State’s liability is minimal and is capped on each project.
Introduce and Establish an Existing Industry Productivity Loan Program

· Proposed Legislation
· Request $10 million for new program
· Operating in the state for a minimum of 2 years.
· Deploy long-term fixed assets that through new technology will improve company’s productivity and competitiveness.  (MDA will set appropriate measures.
· Cannot reduce jobs by more than 20%.
· Loan may not exceed 50% of total project cost (1-1 private/public match).
· Market based rate.
· Intent
· To increase support for existing firms and incent those firms who invest greater levels of capital in Mississippi.
· Improve productivity and profitability of existing businesses

· Increase the development and deployment of new technologies in Mississippi

· Impact
· The short-term financial impact to the State in funding these programs will be offset by the financial benefit flowing to the state from the resulting new   investment and job creation.

Overall Impact
· These changes will make Mississippi more competitive in the Southeast, the fastest growing region of the United States.

· These incentives will allow Mississippi to be more successful in our recruiting effort resulting in greater investment, more and higher paying jobs, enhancement of existing industry, and produce a positive financial benefit to the state’s economy.

· The Mississippi Development Authority and the Mississippi State Tax Commission will have the responsibility for establishing procedures for these programs to ensure financially justified application which protects the State’s financial interests.[image: image3.png]



