
SENATE No. 1571
By Mr. Durand, a petition (accompanied by bill. Senate, No. 1571) of

Robert A. Durand for legislation to preserve the defense industry
employment base. Taxation.

In the Year One Thousand Nine Hundred and Ninety-Five

An Act to preserve the defense industry employment base.

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

1 Chapter 63 of the General Laws is hereby amended by inserting
2 after section 380, the following section;
3 Section 38P. (a) A domestic or foreign corporation which has,
4 in each of its five taxable years immediately preceding its first
5 taxable year beginning after December thirty-first, nineteen hun-
-6 dred ninety-three, derived gross receipts in excess of one and a
7 half billion dollars from the sale to the United States government,
8 or to contractors or subcontractors thereof, of military property
9 produced at facilities located in the commonwealth or from the

10 performance at such facilities of engineering, research and devel-
-11 opment, and design services related to such property shall be
12 allowed a credit as hereinafter provided against its excise due
13 under this chapter. Except as provided in paragraph (d), the
14 amount of such credit shall be the amount determined by multi-
-15 plying three thousand dollars by the number of full-time
16 employees employed by the corporation on the last day of its first
17 taxable year beginning after December thirty-first, nineteen hun-
-18 dred and ninety-three in excess of a base amount of ten thousand
19 of such full-time employees. The credit provided by this para-

-20 graph (a) shall be in effect only with respect to the corporation’s
21 employment level as of the last day of said taxable year and shall
22 be allowed as a credit against the excise in the succeeding taxable
23 years as provided in paragraphs (c) to (h), inclusive. For purposes
24 of this section, the term “military property” includes any property
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25 which is an arm, ammunition, or implement of war designated in
26 the munitions list published pursuant to section 38 of the Arms
27 Export Control Act (22 USC 2778).
28 For purposes of this section, a “full-time employee” is an
29 employee as defined in sections one and three of chapter one hun-
-30 dred and fifty-one A who has been paid by the corporation during
31 its taxable year for services performed in the commonwealth an
32 amount at least equal to the maximum amount of “wages” with
33 respect to which an employer is required to make contributions
34 pursuant to section fourteen of said chapter.
35 (b) For purposes of paragraph (a), the commissioner of revenue
36 shall treat all corporations that are members of a controlled group
37 of corporations, as defined by subsection (a) of section fifteen
38 hundred and sixty-three of the Federal Internal Revenue Code of
39 1986, and all entities, whether or not incorporated, that are under
40 common control, as defined by subsection (b) of section fifty-two
41 of said Code, as a single corporation. Regulations promulgated by
42 the commissioner under paragraph (i) below shall provide for the
43 allocation of any credit among such controlled corporations and
44 entities under common control.
45 (c) Except as provided in paragraphs (d) to (h), inclusive,
46 twenty percent of the credit earned under paragraph (a) above
47 shall be allowed in each of the five taxable years beginning with
48 the first taxable year beginning after December thirty-first, nine-
-49 teen hundred and ninety-four.
50 (d) If, as of the last day of any of the employer’s first five tax-
-51 able years beginning after December thirty-first, nineteen hundred
52 and ninety-four, there has been a reduction in the number of full-
-53 time employees, as defined in paragraph (a), in comparison to the
54 number of such employees as of the last day of the preceding year,
55 the amount of credit as determined under paragraph (a) shall be
56 adjusted using such reduced number of full-time employees. The
57 amount by which the credit amount as so adjusted is less than the
58 credit amount as most recently determined for a prior year shall be
59 multiplied by a fraction, the numerator of which is the number of
60 taxable years, counting the taxable year in which such last day is
61 included, remaining in the five-year period described in para-
-62 graph (c), and the denominator of which is five, and the product of
63 such multiplication shall be taken into account in equal portions
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64 as a reduction in the credit amount otherwise scheduled to be
65 claimed over the remaining taxable years in said five-year period.
66 beginning with the taxable year in which such last business day is
67 included, provided, however, that reductions in employment will
68 be taken into account under this paragraph (d) only to the extent
69 that the number of full-time employees as of the last days of any
70 of the taxable years described in this paragraph (d) is less than the
71 number of such employees on the last day of the first taxable year
72 beginning after December thirty-first, nineteen hundred and
73 ninety-three.
74 (e) The credit allowed hereunder for any taxable year shall not
75 reduce the excise to less than the amount due under subsection (b)
76 of section thirty-two, subsection (b) of section thirty-nine, or sec-
77 tion sixty-seven and under any act in addition thereto.
78 (f) The credit allowed under this section is limited to one hun-
79 dred percent of a corporation’s first twenty-five thousand dollars
80 of excise, as determined before the allowance of any credits, plus
81 seventy-five percent of the corporation’s excise, as so determined
82 in excess of twenty-five thousand dollars. The commissioner of
83 revenue shall promulgate regulations similar to those authorized
84 under section 38(c)(3)(B) of the Federal Internal Revenue Code of
85 1986 for purposes of apportioning the twenty-five thousand dol-
86 lars amount among members of a controlled group. Nothing in
87 this section shall alter the provisions of section thirty-two C, as it
88 affects other credits under this chapter.
89 (g) In the case of corporations filing a combined return of
90 income under section thirty-two B, a credit generated by an indi-
91 vidual member corporation under the provisions of this section
92 shall first be applied against the excise attributable to that com-
93 pany under section thirty-two or thirty-nine, subject to the limita-
94 tions of paragraphs (e) and (0- A member corporation with an
95 excess credit under this section may apply such excess credit
96 against the excise of another group member, to the extent that
97 such other member corporation can use additional credits under
98 the limitations of said paragraphs (e) and (f). Unused unexpired
99 credits generated by a member corporation shall be carried over

100 from year to year by the individual corporation that generated the
101 credit. Nothing in this section shall alter the provisions of para-
-102 graph (h) of section thirty-one A.
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103 (h) Any corporation entitled to a credit under this section for
104 any taxable year, may carry over and apply to its excise for any
105 one or more of the next succeeding fifteen taxable years, the por-
-106 tion, as reduced from year to year, of its credit which exceeds its
107 excise for the taxable year. Any corporation may carry over and
108 apply to its excise for any subsequent taxable year the portion of
109 those credits, as reduced from year to year, which were not
110 allowed by paragraph (f).
111 (i) The commissioner of revenue shall promulgate such regula-
-112 tions as are necessary to implement this section, including provi-
-113 sions for the application of paragraphs (e) and (f) in the case of
114 corporations entitled to claim in a taxable year other credits
115 against its excise made available under this chapter.

This Document Has Been Printed On 100% Recycled Paper.


