
HOUSE 6276

%

I

HOUSE OF REPRESENTATIVES, May 18, 1983

The committee on Commerce and Labor, to whom was referred the
petition (accompanied by bill. House, No. 3207) of Timothy A. Bassett
for legislation to provide for assistance to employers seeking to
maintain certain levels of employment, reports recommending that the
accompanying bill (House, No. 6276) ought to pass.

For the committee,

tKfjc Commontocaltfj of fHa«£(acf)usett£(

TIMOTHY A. BASSETT.
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Commontoealtf) of fflatfgadjusetW

In the Year One Thousand Nine Hundred and Eighty-Three

An Act providing for assistance to employers seeking to
MAINTAIN CERTAIN LEVELS OF EMPLOYMENT.

Be it enacted by the Senate and House of Representatives in General
Court assembled, and by the authority of the same, as follows:

1 SECTION 1. It is hereby recognized that employees corpora-
-2 tive corporations promote important public purposes including
3 greater worker productivity and local ownership and control of
4 business. The sale of a healthy business by retiring owners to their
5 employees, organized as a co-operative corporation, furthers these
6 public purposes. Business health will be enhanced by a smoother
7 transition in ownership since the employers are familiar with the
8 operation of the business. A purchase of a business by employees
9 may prevent the sale of a business to out-of-state owners,

10 corporations or conglomerates that are not committed to main-
! I taining employment and facilities in Massachusetts. In some cases,
12 when an owner is planning to close down a business, a worker
13 buy-out of the business may be an effective means to keep the
14 business open and retain employment.
15 Therefor, it is a Massachusetts policy to assist in and promote
16 the sale of businesses by retiring owners to their employees,
17 organized as an employee co-operative corporation.

1 SECTION 2. Chapter 23A of the General Laws is hereby
2 amended by adding after section 41 the following sections; -

3 Section 42. For the purposes of sections 43, 44, and 45 the
4 following works will have the following meanings; -

5 “Small Business”: a corporation, partnership, or other form of
6 business enterprise that has either an average gross sales of less
7 than $2O million per year for the last two years, or less than 700
8 full-time employees.
9 “Employee Coop”: a corporation that has elected to be governed
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by General Laws Chapter 157A, and in which at least 51% of the
directors are elected by the members.

10
11

“Retiring Owner”: an owner of small business who intends to sell
controlling interest in that business, or one of several owners who
(as a group) intend to sell controlling interest in that business; or,
an owner or owners of a small business who intend to sell
substantially all the assets of that business; or, an owner or owners
of a small business who intend to terminate operation of that
business and liquidate its assets.

12
13
14
15
16
17
18

“Commissioner”: the Commissioner of the Department of
Commerce and Development.

19
20

Section 43. Application for Assistance.21
The owner or owners of a Massachusetts small business may

apply in writing to the Commissioner of Commerce and Develop-
ment (the “Commissioner”) for assistance in selling thatbusiness to
its employees and converting it to an employee coop. The
Commissioner shall analyze all proposed sales to determine if they
are consistent with the purposes of this act. The Commissioner
shall promulgate rules and regulations defining the procedure for
application and the criteria for granting assistance to retiring
owners.
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Section 44. Development of a Conversion Plan:31
In cases where the Commissioner has approved a retiring

owner’s request for assistance under section 3, the Commissioner
shall:

32

s 3

34
1.) Arrange for education of the retiring owner and the employ-

ees about employee ownership and its potential application to the
small business proposed for sale;

35

36

2.) Insure adequate technical assistance for and representation
of the employees in the conversion of the small business to
employee coop;

38
39

3.) Develop a written plan, in consultation with and acceptable
to the retiring owner and to at least 70% of the employees for
conversion of the small business to an employee coop;

4!

42
43

4.) Hire outside experts, as needed, to provide said education,
technical assistance, and development of a conversion plan.

4-t

45
Section 45. A conversion plan developed under section 44 (3) a

written plan for conversion of the small business to an employee
46
47



[May 1983]HOUSE No. 62764

48 co-op developed by the retiring owner in consultation with the
49 employees and acceptable to both the retiring and at least 70% of
50 the employees shall be submitted to a Review Board consisting of
51 the Commissioner of Commerce and Development, the Commis-
-52 sioner of Revenue, and the Director of the Division of Employ-
-53 ment Security. This Review Board shall approve those plans that
54 meet thepurposes and criteria of this act and the rules promulgated
55 hereunder. In any plan so approved, the Review Board shall have
56 the power to grant and shall grant to the retiring owner an^j
57 exemption from tax on capital gain (as defined in sections 2 and 4
58 of the General Laws, Chapter 62) that would otherwise be owed I
59 due to execution of the conversion plan. The Review Board shall
60 not grant any exemption for such grant and cause the totalamount
61 of exemptions in the given end under this act to exceed $lO million.
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