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SENATE No. 1526
By Mr. Knapik, a petition (accompanied by bill, Senate, No. 1526) of

Michael R. Knapik, Matthew J. Amorello, Bruce E. Tarr and Brian R
Lees for legislation to provide tax credits for the creation of new jobs in
the Commonwealth. Taxation,

Commontoealttj of illassactjusfctts!

In the Year One Thousand Nine Hundred and Ninety-Seven,

An Act providing tax credits for the creation of new jobs.

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 23A of the General Laws is hereby amended by adding
2 the following section:
3 Section 59. There is hereby created the tax credit authority
4 which shall consist of the director of the Massachusetts office of
5 business development and four persons to be appointed by the
6 governor, two of whom shall be specialists in development and
7 one of whom shall be a specialist in taxation. Two shall be
8 appointed for terms of four years and two for terms of two years
9 and thereafter all appointments shall be for terms of four years.

10 Any member appointments to fill a vacancy occurring prior to the
11 expiration of the term shall be for the remainder of that term.
12 Members may be appointed to the authority. Members of the
13 authority shall receive their necessary and actual expenses while
14 engaged in the business of the authority. Three members of the
15 authority shall constitute a quorum to transact and vote on the
16 business of the authority.
17 For the purposes of this section the following terms shall have
18 the following meanings:
19 “Full-time employee”, means an individual who is employed
20 for consideration for at least thirty-five hours a week, or who ren-
-21 ders any other standard of service generally accepted by custom or
22 specified by contract as full-time employment.
23 “New employee”, means a full-time employee first employed
24 by a taxpayer in the project that is the subject of the agreement
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25 after the taxpayer enters into a tax credit agreement with the tax
26 credit authority under this section. However, if the tax credit
27 authority determines it appropriate “new employee” also may
28 include an employee re-hired or called back from lay-off to work
29 in a new facility or on a new product or service established or pro-
-30 duced by the taxpayer after entering into the agreement under this
31 section. “New employee” does not include any employee of the
32 taxpayer who was previously employed in this state by a related
33 member of the taxpayer and whose employment was shifted to the
34 taxpayer after the taxpayer entered into the tax credit agreement.
35 In addition, “new employee” does not include a child, grandchild,
36 parent, or spouse, other than a spouse who is legally separated
37 from the individual, or any individual who is an employee of the
38 taxpayer and who has a direct or indirect ownership interest of at
39 least five per cent in the profits, capital, or value of the taxpayer,
40 such ownership interest shall be determined in accordance with
41 section 15 of the internal revenue code and regulations prescribed
42 thereunder.
43 “New income tax revenue”, means the total amount withheld
44 under chapter sixty-two B for the tax imposed by chapter sixty-
-45 two. The tax credit authority may make grants under this section
46 to foster job creation in the commonwealth. Such grants shall take
47 the form of a refundable credit allowed against the tax imposed by
48 chapter sixty-two or chapter sixty-three. The credit shall be
49 claimed for the taxable years specified in the taxpayer’s agree-
-50 ment with the tax credit authority. The credit shall be claimed
51 after the allowance of all other exemptions, deductions and credits
52 provided under chapter sixty-two and chapter sixty-three.
53 The amount of the credit equals the new income tax revenue for
54 the taxable year multiplied by the percentage specified in the
55 agreement with the tax credit authority.
56 A taxpayer or potential taxpayer who proposes a project to
57 create new jobs in this state may apply to the tax credit authority
58 to enter into an agreement for a tax credit under this section. The
59 director of the Massachusetts office of business development shall
60 prescribe the form of application. After receipt of an application,
61 the authority may enter into an agreement with the taxpayer for a
62 credit under this section if it determines all of the following:
63 (1) the taxpayer’s project will create new jobs in this state;
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64 (2) the taxpayer’s project is economically sound and will ben-
-65 efit the people of this state by increasing opportunities for
66 employment and strengthening the economy of this state;
67 (3) receiving the tax credit is a major factor in the taxpayer’s
68 decision to go forward with the project.
69 An agreement under this section shall include all of the
70 following:
71 (1) A detailed description of the project that is the subject of
72 the agreement.
73 (2) The term of the tax credit, which shall not exceed ten years,
74 and the first taxable year for which the credit may be claimed;
75 (3) A requirement that the taxpayer shall maintain operations at
76 the project location for at least twice the number of years as the
77 term of the tax credit;
78 (4) The percentage, as determined by the tax credit authority, of
79 new income tax revenue that will be allowed as the amount of the
80 credit for each taxable year;
81 (5) A specific method for determining how many new
82 employees are employed during a taxable year;
83 (6) A requirement that the taxpayer annually shall report to the
84 director of the Massachusetts office of business development. The
85 number of new employees, the new income tax revenue withheld
86 in connection with the new employees, and any other information
87 the director needs to perform his duties under this section;
88 (7) A requirement that the director of development annually
89 shall verify the amounts reported under division (D)(6) of this
90 section, and after doing so shall issue a certificate to the taxpayer
91 stating that the amounts have been verified.
92 A taxpayer claiming a credit under this section shall submit to
93 the department of revenue and the director of the Massachusetts
94 office of business development a certificate of verification for the
95 taxable year. However, failure to submit a copy of the certificate
96 does not invalidate a claim for a credit. The director of the office
97 of business development in consultation with the commission of
98 revenue in accordance with chapter thirty A shall adopt rules and
99 regulations necessary to implement this section. The rules may pro-

-100 vide for recipients of tax credits under this section to be charged fees
101 to cover administrative costs of the tax credit program.
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For the purposes of this section, a taxpayer may include a part-
nership, a corporation that has made an election under subchapter S
of chapter one of subtitle A of the internal revenue code, or any
other business entity through which income flows as a distributive
share to its owners. A credit received under this section by a partner-
ship, S-corporation, or other such business entity shall be appor-
tioned among the persons to whom the income or profit of the
partnership, S-corporation, or other entity is distributed, in the same
proportions as those in which the income or profit is distributed.
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If the director of the Massachusetts office of business develop-
ment determines that a taxpayer who has received a credit under
this section is not complying with the requirements of this section
he shall notify the commissioner of revenue of the noncompliance
and after giving the taxpayer a hearing, the commissioner of rev-
enue may make an assessment against the taxpayer for an amount
not exceeding the sum of any previously allowed credits under
this section.
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On or before the thirty-first day of March each year, the
director of the Massachusetts office of business development shall
submit a report to the governor, the president of the senate, and
the speaker of the house of representatives on the tax credit pro-
gram under this section. The report shall include information on
the number of agreements that were entered into under this section
during the preceding calendar year, a description of the project
that is the subject of each such agreement, and an update on the
status of projects under agreements entered into before the pre-
ceding calendar year.
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During the fifth year of the tax credit program, the director of
the office of business development in conjunction with the secre-
tary of administration shall conduct an evaluation of it. The evalu-
ation shall include assessments of the effectiveness of the program
in creating new jobs in this state and of the revenue impact of the
program, and may include a review of the practices and experi-
ences of other states with similar programs. The director of the
office of business development shall submit a report of the evalua-
tion to the governor, the president of the senate and the speaker of
the house of representatives on or before January first, nineteen
hundred and ninety-nine.
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