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Executive Department

To the Honorable Senate and House ofRepresentatives

Pursuant to Article 56, as amended by Article 90, Section 3 of the Amendments to the
to the Constitution, I am returning to you for amendment Sections 20A, 208, 20C, 20D, 103A,
and 1038 of House Bill 5424, “An Act Making Appropriations for the Fiscal Year 2000 to
Provide for Supplementing Certain Existing Appropriations and for Certain Other Activities and
Projects.”

Although 1 am supportive of the goals of a paid parental leave program as outlined in
these sections, the proposed funding source—the Unemployment Insurance Trust Fund—is
inappropriate and places an undue burden on employers. In addition, it is unlikely that the
Unemployment Insurance Trust Fund could support a program of this magnitude beyond the
very short term. In its place, 1 am proposing a tax credit program whereby an employer would
be allowed a tax credit equal to 50% of wages paid to an employee taking a leave of absence to
be with the employee’s child during the first year of life or during the first year following
placement of a child with the employee for adoption. This approach is consistent with the
family-friendly policies proposed in my Fiscal Year 2001 House 1A recommendations.

I therefore recommend that Sections 20A, 208, 20C, 20D, 103A, and 1038 of H. 5424
be amended by striking out these sections in their entirety and inserting in place thereof the
following sections:

SECTION 20A. Section 6 of chapter 62 of the General Laws, as amended, is hereby
further amended by adding the following new subsectiom-
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(1) (1) An employer shall be allowed a credit against the tax liability imposed by this
h r equal to 50 per cent of the qualified wage amount paid to an employee taking a leave of
b
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ce from his employer to be with the employee’s child during the first year of life or



HOUSE No. 5524 [January

during the first year following placement of the child with the employee for adoption, provided
that such credit shall not exceed $2,550 per employee in any tax year of the employer.

(2) As used in this subsection, the following words shall have the following meanings:-

"Code”, the Internal Revenue Code of the United States as amended and in effect for
the applicable year;

"Employer", as defined in section thirty-four hundred and one (d) of the Internal
Revenue Code;

"Employee", as defined in section thirty-four hundred and one (c) of the Internal
Revenue Code;

“Qualified wage amount”, an amount equal to 50 per cent of the wages an employee is
paid for the period the employee takes the leave of absence, subject to two limitations: i) wages
paid after the twelfth workweek of the leave of absence are not eligible for the credit and ii) the
maximum qualified wage amount that an employer can claim for credit for each employee’s
workweek is $425.

"Wages", as defined in section thirty-four hundred and one (a) of the Internal Revenue
Code

(3) If the amount of the credit allowed under this subsection exceeds the employer's
liability, the employer may carry over and apply to its tax liability for any subsequent taxable
year the portion of those credits, as reduced from year to year, which were not allowed under
this subparagraph (3).

(4) If other credits allowed under this section are utilized by the employer for the
taxable year, the credit afforded by this subsection shall be applied after the credit in subsection
(h) of this section.

SECTION 208. Chapter 63 of the General Laws, as appearing in the 1998 Official
Edition, is hereby amended by inserting after section 38Q the following section:-

Section 38R. (a) An employer shall be allowed a credit against the tax liability imposed
by this chapter equal to 50 per cent of the qualified wage amount paid to an employee taking a
leave of absence from his employer to be with the employee’s child during the first year of life
or during the first year following placement of the child with the employee for adoption.
provided that such credit shall not exceed $2,550 per employee in any tax year of the employer.

(b) As used in this section, the following words shall have the following meanings:-

"Code", the Internal Revenue Code of the United States as amended and in effect for
the applicable year;

"Employer", as defined in section thirty-four hundred and one (d) of the Internal
Revenue Code;

"Employee", as defined in section thirty-four hundred and one (c) of the Internal
Revenue Code;
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“Qualified wage amount”, an amount equal to 50 per cent of the wages an employee is
paid for the period the employee takes the leave of absence, subject to two limitations: i) wages
paid after the twelfth workweek of the leave of absence are not eligible for the credit and ii) the
maximum qualified wage amount that an employer can claim for credit for each employee’s
workweek is $425.

"Wages”, as defined in section thirty-four hundred and one (a) of the Internal Revenue
Code

(c) The credit allowed by this section shall not be subject to the limitations of section
32C; provided, however, that the credit allowed by this section shall not reduce the excise due
under this chapter below the minimum excise provided by sections 32(b) and 39(b).

(d) Any unused credit may be carried forward and applied to subsequent tax years

SECTION 20C. The department of labor and workforce development, in coordination
with the department of revenue, shall conduct a study of the feasibility and financial impact of
providing a deduction from taxable income or credit against tax liability to offset the costs to
employers or individual employees of purchasing short-term disability insurance that covers
leaves of absence to be with an employee’s child during the first year of life or during the first
year following the placement of a child with the employee for adoption. Said study shall be
submitted to the secretary of administration and finance no later than November 30, 2000.

SECTION 20D. The department of revenue and the human resources division shall
study the feasibility and financial impact ofproviding a program for state and municipal
employees to receive qualified wages during leaves of absence to be with the employee’s child
during the first year of life or during the first year following the placement of the child with the
employee for adoption. Said study shall be submitted to the secretary of administration and
finance no later than November 30, 2000.

SECTION 103A. The department of labor and workforce development, in coordination
with the department of revenue, shall conduct a study of the feasibility and financial impact of
providing loans to employees who take an unpaid leave of absence to be with their child during
the first year of life or during the first year following the placement of the child with the
employee for adoption. Said study shall include an estimate of the cost of the program,
potential funding sources, management structures, and distribution mechanisms. Said study
shall be submitted to the secretary of administration and finance no later than November 30,
2000.

SECTION 1038. Sections 20A and 208 of this act shall take effect on January 1,
2001

Respectfully submitted

Argeo Paul Cellucci
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