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By Mr. Tolman, a petition (accompanied by bill. Senate, No. 1707)

of Warren E. Tolman, Pamela P. Resor, Antonio F. D. Cabral and
Byron Rushing for legislation to promote job growth by providing for
incremental investment tax credits for certain corporations. Taxation.
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In the Year One Thousand Nine Hundred and Ninety-Five.

An Act to promote job growth in the commonwealth.

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

1 SECTION 1. Chapter 23F of the General Laws is hereby
2 amended by:
3 Inserting in Section 2 after subsection (5) the following subsec-
-4 tions:
5 (6) Serving as a clearinghouse for the purpose of providing
6 technical planning and coordinating of resources for defense con-
-7 version projects (hereinafter “clearinghouse”). The clearinghouse
8 shall, in cooperation with the Executive Office of Economic
9 Affairs, the Industrial Services Program, and the quasi-public cor-

-10 poration planning council established pursuant to section fifty-six
11 of chapter twenty-three, perform the following functions:
12 (a) Serve as a source of assistance and referral services for any
13 firm, community or worker seeking information regarding eco-
-14 nomic conversion and diversification resources, activities and pro-
-15 grams; (c) Monitor federal defense spending trends and related
16 impact on the Commonwealth’s major defense-dependent firms
17 and communities, and on military installations; (d) Monitor state
18 and federal economic conversion assistance projects and funds,
19 (e) Disseminate information and help municipalities, state agen-

-20 cies, quasi-public agencies, and private non-governmental organi-
-21 zations access state and federal economic conversion assistance
22 programs and funds; and (f) Insure maximum awareness and
23 broad participation for all interested or affected public and private
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24 stakeholders in the Commonwealth’s economic conversion
25 planning and implementation.
26 (7) Prepare and submit a comprehensive annual report
27 including but not limited to: updated figures on the defense-
-28 related industries of Massachusetts; a comprehensive list of state
29 and federal programs and funding; and an assessment of unmet
30 defense conversion needs and recommendations for additional
31 conversion programs. The report shall be submitted to the
32 Governor and the Joint Committee on Commerce and Labor no
33 later than April Ist of each year.
34 Inserting in Section 4 after subsection ( 4) the following
35 subsections:
36 (5) For the purpose of this chapter “worker organization” shall
37 be defined as “any certified or recognized bargaining agents for
38 employees of a business.” Technology 2000 is directed to assist
39 workers and worker organizations in developing the expertise nec-
-40 essary for effective participation with employers in the develop-
-41 ment of strategies and programs for the successful development of
42 strategies and programs for the successful evaluation, selection,
43 and implementation of advanced workplace technologies and
44 advanced workplace practices.
45 A worker outreach unit shall be created within Technology
46 2000 that establishes a labor liaison staff responsible for coordi-
-47 nating outreach to workers and worker organizations; developing
48 training and technical assistance programs within Technology
49 2000 to allow workers and worker organizations to fully partici-
-50 pate in manufacturing modernization efforts; and assisting worker
51 organizations in fully accessing programs and funds from Tech-
-52 nology 2000.
53 Worker organizations shall be eligible to apply directly to Tech-
-54 nology 2000 and the Economic Conversion Fund for technical
55 assistance and financial support. The program administrator shall
56 ensure that a minimum of 10% of the Economic Conversion Fund
57 monies and a minimum of 10% of the technical support services
58 must be directed to worker organizations for worker involvement
59 projects.
60 Inserting in Section 7 after the present text the following sub-
-61 sections:
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62 (a) As a further condition of providing any grant under the Eco-
-63 nomic Conversion Fund, the project shall require information and
64 documentation on the number of jobs the applicant expects to be
65 created, maintained, or eliminated on the site and elsewhere in the
66 Commonwealth by the proposal. Any defense dependent firm of
67 more than fifty employees receiving a grant from the program
68 shall be conditioned upon the maintenance of a reasonable level of
69 employment. For the purposes of this section, a reasonable level
70 of employment shall be deemed not to have been maintained
71 whenever the grantee permanently transfers, within any three-year
72 period, fifty percent or more of the employees or employment
73 positions to an out-of-state facility. Upon any reach of this condi-
-74 tion, the project may require the full grant immediately due
75 payable and may take any lawful steps to obtain payment.
76 (b) Any defense dependent firm of more than fifty employees
77 receiving a grant from the Economic Conversion Fund of more
78 than $25,000 shall be required to establish a labor management
79 committee, composed of not less than six members, with equal
80 representation of the facilities management and labor. Fabor
81 members shall be appointed by representatives of worker organi-
-82 zations. The committee shall undertake economic conversion
83 planning including but not limited to; new product development
84 and deployment; new production processes; and preparation for
85 reemployment of personnel in the event of a reduction or elimina-
-86 tion of any defense facility or the curtailment or conclusion of any
87 defense contract.

1 SECTION 2. Section 31A of Chapter 63 is hereby amended by
2 striking the section in its entirety and replacing it with the
3 following:—
4 Section 31 A. Incremental Investment Tax Credit for Certain
5 Corporations; Limitations
6 (I) A manufacturing corporation, or a business corporation
7 engaged primarily in research and development, which has been
8 deemed to be such under section thirty-eight C of forty-two B, or
9 a corporation primarily engaged in agriculture or commercial

10 fishing, shall be allowed a credit as hereinafter provided against
11 the excise due under this chapter. The amount of the credit shall
12 be determined at paragraph (b).
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(b) The credit allowed shall be the sum of the following:
(i) one percent of the basic investment amount; (ii) three

15 percent of the first incremental investment amount; and (iii) five
16 percent of the second incremental investment amount.
17 (c) The credit allowed under this section for any taxable year
18 shall not reduce the excise taxes to less than the amount due under
19 section thirty-two (b), thirty-nine (b) or sixty-seven and under any
20 act in addition thereto.
21 (d) A corporation may elect to deduct the amount allowable
99 nnrlpr rrkt FA ~ A

'
i22 under section thirty-eight D or the crew under this section, but not

23 both. Any such election must be made on or before the due date
24 for filing the return, including any extension of time and shall be
25 irrevocable.
26 (e) Definitions: (i) the basic investment amount shall be the
27 total cost of qualifying property placed in service by the corpora-
-28 tion in the current tax year and situated within the commonwealth,
29 but not in excess of the average of the total costs of all qualifying
30 property placed in service by the corporation and situated within
31 the commonwealth during the three immediately preceding tax
32 vears;years;

33 (ii) the first incremental investment amount shall be the amount
34 by which the total of all qualifying property placed in service in
35 the current tax year and situated in Massachusetts exceeds the
36 Basic investment amount but not in excess of two hundred percent
37 of the Basic investment amount;

38 (iii) the second incremental investment amount shall be that
39 amount by which the total cost of all qualifying property placed in
40 service in the current tax year and situated in Massachusetts
41 exceed two hundred percent of the Basic investment amount; and
42 (iv) qualifying property shall be tangible personal property and
43 other personal property including buildings and structural compo-
-44 nents of buildings acquired by purchase, as defined under section
45 one hundred and seventy-nine (d) of the federal internal revenue
46 code as amended and in effect for the taxable year then ended.
47 Such qualifying property must be depreciable under section one
48 hundred and sixty-seven of said code and have a useful life of four
49 years or more or is recovery property under section one hundred
50 sixty-eight of said code or is not taxable under chapter sixty A.
51 Such qualifying property must be used by the corporation and
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52 situated within the commonwealth on the last day of the taxable
53 year.
54 (f) With respect to property which is disposed of or ceases to be
55 in qualified use prior to the end of the taxable year in which the
56 credit is to be taken, the amount of the credit shall be that portion
57 of the credit provides in paragraph (a) which represents the ratio
58 which the months of qualified use bear to the months of useful
59 life. If property on which credit has been taken is disposed of or
60 ceases to be qualified use prior to the end of its useful life, the dif-
-61 ference between the credit taken and credit allowed for actual use
62 must be added back as additional taxes due in the year of disposi-
-63 tion; provided, however, if such property is disposed of or ceases
64 to be in qualified use after it has been in qualified use for more
65 than twelve consecutive years, it shall not be necessary to add
66 back the credit, as provided in this paragraph. The amount of
67 credit allowed for actual use shall be determined by multiplying
68 the original credit by the ratio which the months of qualified use
69 bear to the months of useful life. The original credit is presumed
70 to be calculated at the highest rate allowed when the property was
71 first placed in service, adjusting for subsequent dispositions of
72 other qualifying property placed in service in that same year. For
73 purposes of this paragraph, the useful life of property shall be the
74 same as that used by the corporation for depreciation purposes
75 when computing federal income tax liability.
76 (g) A corporation renting or leasing tangible property otherwise
77 qualifying for the credit under this section from a regional busi-
-78 ness development corporation or authority authorized under
79 chapter forty D or a regional business development corporation
80 organized as a nonprofit corporation under any special act shall be
81 deemed to have acquired such property by purchase as defined
82 under section one hundred seventy-nine (d) of the federal internal
83 revenue code as amended and in effect for the taxable year, for the
84 purposes of this section and shall be eligible for the credit under
85 paragraph (a). The amount of such credit shall be calculated
86 according to paragraph (d) and shall be based on the value of
87 qualifying property leases and placed in qualifying use during the
88 taxable year. Such value shall be the cost of such property to the
89 regional business development corporation and the books and
90 records of such corporation shall for the purposes of this section



6 [JanuarySENATE No. 1707

91 be open to the commissioner for inspection. For the purposes of
this section, a termination or cessation of such rental or lease for a
any reason other than a transfer of ownership of such property to
the lessee shall be considered a disposition of such property. No
further credit shall be allowed to such lessee or any successor cor-
poration, as the case may be, on account of such property in the
event of successive rentals or leases, replacements, alteration or
change of the property rented or leased; transfer of ownership of
such property to the lessee; or the merger, consolidation or other
reorganization of such lessee.

92
93
94
95
96
97
98
99

100
101 (h) Any corporation entitled to a credit for any taxable year in

accordance with the provisions of paragraphs (a) through (g),
inclusive, may carry over and apply to its excise for any one or
more of the next succeeding three taxable years, the portion, as
reduced from year to year, of its credit which exceeds its excise
for the taxable year.

102
103
104
105
106

(i) Any corporation entitled to a credit for any taxable year
under this section shall apply it only to its excise for any of the
eligible taxable years. Such credit may not be applied against the
excise liability of any other corporation pursuant to an election
under the provisions of section thirty-two.

107
108
109
no
11l

(J) Any corporation entitled to a credit under this section shall
submit to the department at the time of filing an estimate of the
number of jobs to be created and, separately, the number of jobs to
be retained, along with the anticipated wage and benefit levels of
said jobs, as a result of the credit claimed under this section. The
department shall, from time to time, audit the implementation of
said job, wage, and benefit estimates, and, in the event that the
department determines that said estimates are not being met, pro-
pose to the legislature appropriate program changes to ensure that
tax incentives offered under this section shall to the greatest
degree feasible, encourage the creation and retention of jobs in the
commonwealth.

112
113
114
115
116
117
118
119
120
121
122
123

SECTION 3. Section I of Chapter 40F of the General Laws is
hereby amended by inserting after the definition of “project” the
following definition;—

2
3

“Regional corporation”, any regional economic development
corporation, community development corporation, or group
thereof or any corporation formed by three or more municipalities.

4
5
6
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1 SECTION 4. Chapter 40F of the General Laws is hereby
2 amended by inserting the following sections:—
3 Section 6. The CDFC shall provide grants to regional corpora-
-4 tions for the purpose of establishing regional revolving loan
5 funds.

8 (a) have available to it staff with sufficient expertise to analyze
9 applications for financial assistance and to regularly monitor

10 financial assistance to clients, and have made arrangements to
11 provide management or technical assistance to clients;
12 (b) have an effective plan to market its services to small busi-
-13 nesses through such entities as chambers of commerce, industry
14 trade associations, banks, local development corporations,
15 community-based organizations and industrial development
16 agencies;
17 (c) have established a loan committee composed of five or
18 more persons experienced in commercial lending or in the opera-
-19 tion of a for-profit business and a staff person of the regional cor-
-20 poration. Such loan committee shall review every application to
21 the regional corporation for financial assistance to determine the
22 feasibility of the transaction proposed in the application and shall
23 recommend to the board of directors or other governing body of
24 the regional corporation such action as the committee deems
25 appropriate.
26 No employee or officer of any regional corporation shall be a
27 party to or have any financial interest in any project that receives
28 financial assistance pursuant to this section.
29 The CDFC shall select regional corporations on the basis of the
30 ability of the regional corporation to administer a regional
31 revolving loan fund, the extent of coordination with other publicly
32 supported financial assistance programs, the degree of public and
33 private support within the region, and the ability of the regional
34 corporation to provide financial and other assistance to businesses
35 located in distressed areas.
36 A regional corporation, in approving applications for financial
37 assistance, shall give priority to projects:
38 (a) that will provide increases in net new permanent jobs or
39 retain jobs in businesses that need such financial assistance to
40 remain viable;

6 To be eligible for a grant under this section, a regional corporation
7 shall:
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41 (b) of minority or women-owned enterprises or enterprises
42 owned by dislocated workers, as defined in the Federal Job
43 Training Partnership Act; and
44 (c) of businesses in the early stages of development that have
45 been denied access to credit.
46 The decision to approve or reject an application for financial
47 assistance shall be made by a majority of the directors of the
48 regional corporation, and such decision shall be final. No member
49 of the board or other governing body of a regional corporation
50 shall participate in a decision on a project application when such
51 member is a party to or has a financial interest in such project.
52 Any member who cannot participate in a decision on a project
53 application for such reason shall not be counted as a member of
54 the board or other governing body for purposes of determining
55 the number of members required for a majority vote on such
56 application.
57 Funds allocated to each regional corporation may be used to
58 provide loans for eligible projects. The interest rate on such loans
59 shall be determined by the regional corporation, but in no event
60 shall the interest rate be less than one-half of the prime interest
61 rate. The term of any loan shall not exceed five years. All loans
62 shall be secured by lien positions on collateral at the highest level
63 of priority that can accommodate the borrower’s ability to raise
64 sufficient debt and equity capital for the project.
65 A regional corporation shall not provide any financial assis-
-66 tance under this section unless the applicant has demonstrated that
67 there is little prospect of obtaining conventional financing.
68 A regional corporation my charge a reasonable application,
69 commitment and loan guarantee fee pursuant to a schedule of fees
70 adopted by the CDFC.
71 The CDFC shall adopt written procedures setting forth the
72 criteria for loans granted under this section, guidelines on the
73 process of selection of applications, and responsibilities and oblig-
-74 ations of the regional corporation under this section.
75 Each regional corporation receiving a grant under this section
76 shall annually have a full audit conducted of its books and
77 accounts for the preceding fiscal year, to ensure conformity of all
78 aspects of financial assistance transactions with procedures estab-
-79 lished by the CDFC. The regional corporation shall submit this
80 report to the CDFC within thirty days of its completion.
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81 Within sixty days of being selected as a regional corporation
82 authorized to receive grants under this section, the regional corpo-
-83 ration shall submit a report to the CDFC describing the plans for
84 and the use of funds provided under this section.
85 The CDFC shall annually, on or before the thirtieth day of June,
86 submit a report to the governor and the clerks of the house of rep-
-87 resentatives and senate detailing the operations and accomplish-
-88 ments of the regional revolving loan fund.

1 SECTION 5. Section thirty-six of chapter nineteen of the acts
2 of nineteen hundred ninety-three is hereby amended by striking
3 the section in its entirety and inserting in place thereof the
4 following:—
5 There hereby is established a “Joint Government Industry Task
6 Force on Innovation and Strategic Planning”. Said task force shall
7 study strategic planning in Massachusetts including without limi-
-8 tation: (a) an analysis of the current world economy and its impact
9 on the economy of Massachusetts; (b) an analysis of each sector

10 and region of the Massachusetts economy to evaluate their
11 strengths and possible areas for improvement; (c) development of
12 a blueprint of state support for critical and emerging industries
13 including recommendations of target sectors and regions of the
14 state economy for emerging technology centers and manufac-
-15 turing networks; (d) an evaluation and proposal to improve the
16 efficiency and effectiveness of state economic development agen-
-17 cies and quasi-public agencies; (e) a review and evaluation on the
18 impact of government regulations on economic development;
19 {f) recommendations of improving programs to and the un-

-20 employed and those receiving assistance in Massachusetts to
21 obtain skill training and entrepreneurship opportunities; (g) to
22 determine the feasibility of participation in the National Institute
23 of Standards and Technology programs.
24 The strategic plan shall be guided by the following principles;
25 (a) economic development programs should focus predominantly
26 on efforts to aid new business creation in Massachusetts and to
27 strengthen existing Massachusetts businesses; (b) economic devel-
-28 opment should involve a partnership of government, private busi-
-29 ness, local communities, education and labor; and (c) economic
30 development and environmental protection are compatible objec-
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31 lives. The commission shall have the power and authority to hire
32 staff or to engage the services of experts.
33 The task force shall consist of the governor or his designee; the
34 secretary of economic affairs; the secretary of environmental
35 affairs; the secretary of labor; two members of the house of repre-
-36 sentatives, one of whom shall be the chair of the commerce and
37 labor committee and the other to be appointed by the speaker of
38 the house; two members of the senate, one of whom shall be the
39 chair of the commerce and labor committee and the other to be
40 appointed by the senate president; three members of the business
41 community, one of whom shall be a representative of industrial
42 manufacturers, one of whom shall be a representative of small
43 business, and one of whom shall be a representative of the finan-
-44 cial services industry; executive directors of the Bay State Skills
45 Corporation, the Massachusetts Industrial Finance Agency, the
46 Community Development Finance Corporation, the Community
47 Economic Development Assistance Corporation, and the Massa-
-48 chusetts Technology Development Corporation; two representa-
-49 tives of labor union locals operating in the Commonwealth,
50 appointed by the governor from a list of five names submitted by
51 the Massachusetts State Labor Council of the AFL-CIO; two indi-
-52 viduals experienced in neighborhood-based economic develop-
-53 ment who shall be selected by the Massachusetts Association of
54 Community Development Corporations; two local officials who
55 shall be selected by the Massachusetts Municipal Association; one
56 economist who shall have expertise in the area of local state and
57 federal economies; two individuals who teach at educational insti-
-58 tutions, one of whom shall be selected by the Association of Inde-
-59 pendent Colleges and Universities of Massachusetts, and the
60 second of whom shall teach at a public institution and who shall
61 be selected by the Higher Education Coordinating Council.
62 The task force shall, on or before July first, nineteen hundred
63 and ninety-five, file a report detailing its findings, along with
64 recommended statutes and regulations.

1 SECTION 6. In order to ensure that expenditures from the
2 general fund, expenditures made from debt of the commonwealth,
3 and tax expenditures shall encourage the creation and retention of
4 jobs for the residents of the commonwealth, the secretary of
5 economic affairs shall implement a program to evaluate the job
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6 creation and retention impact of all economic development pro-
-7 grams and tax incentives operated by the commonwealth and its
8 quasi-independent agencies.
9 As used in this section, the following term shall be defined as

10 follows:
11 “awarding authority” shall mean any state agency or quasi-
-12 independent agency which operates a program of loans, grants, or
13 other financial instruments for the purpose of economic develop-
-14 ment, as determined by the secretary of economic affairs.
15 The secretary of economic affairs shall:
16 (1) analyze the job impact of economic development programs
17 operated by the awarding authorities, including the number of jobs
18 created or retained, changes in wage and benefits levels of
19 employees, and impact on tax revenues;
20 (2) establish a process whereby all awarding authorities shall
21 require applicants to submit, at the time of application and at
22 regular intervals after an award is made, information regarding the
23 number of jobs to be created or retained as a result of the award,
24 and changes in wages and benefit levels related to the award;
25 (3) create a mechanism whereby employees of the applicant can
26 comment on the job, wage, and benefit projections included in the
27 application for assistance;
28 (4) ensure that the information required in (2) above shall be a
29 significant factor in the determination of awards, and that the
30 awarding authority will track the progress which each awardee
31 makes in meeting the job, wage, and benefit projections included
32 in their application for assistance; and
33 (6) establish a system of accountability and penalties in the
34 event that reasonable compliance with job, wage, and benefit pro-
-35 jections does not occur.
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