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from Draft No. 14.1 — S.138 excerpted for House Ways and Means

FORITIFIED WINES

* * * Fortified Wines * * *
Sec. A4. 7V.S.A. 82 isamended to read:
§ 2. DEFINITIONS
The following words as used in this title, unless a contrary meaning is required
by the context, shall have the following meaning:
* * *

(15) “Manufacturer’s or rectifier’s license™: a license granted by the
Liquor Control Board that permits the holder to manufacture or rectify spirituous
Hguoers spirits or fortified wines for export and sale to the Liquor Control Board,
or malt beverages and vinous beverages for export and sale to bottlers or
wholesale dealers. This license permits a manufacturer of vinous beverages or
fortified wines to receive from another manufacturer licensed in or outside this
state State bulk shipments of vinous beverages to rectify with the licensee’s own
product, provided that the vinous beverages or fortified wines produced by a
Vermont manufacturer may contain no more than 25 percent imported vinous
beverage. The Liquor Control Board may grant to a licensed manufacturer or
rectifier a first-class restaurant or cabaret license or first- and third-class
restaurant or cabaret license permitting the licensee to sell alcoholic beverages to
the public only at the manufacturer’s premises, which, for the purposes of a
manufacturer of malt beverages, includes up to two licensed establishments that
are located on the contiguous real estate of the holder of the manufacturer’s
license, provided the manufacturer owns or has direct control over those
establishments. A manufacturer of malt beverages who also holds a first-class
restaurant or cabaret license may serve to a customer malt beverage by the glass,
not to exceed eight glasses at one time and not to exceed four ounces in each
glass. The Liquor Control Board may grant to a licensed manufacturer or a
rectifier of malt beverages a second-class license permitting the licensee to sell
alcoholic beverages to the public anywhere on the manufacturer’s or rectifier’s
premises. A licensed manufacturer or rectifier of vinous beverages may serve,
with or without charge, at an event held on premises of the licensee or the
vineyard property, spirits and vinous beverages and malt beverages, provided the
licensee gives the Department written notice of the event, including details
required by the Department, at least five days before the event. Any beverages
not manufactured by the licensee and served at the event shall be purchased on
invoice from a licensed manufacturer or wholesale dealer or the Liquor Control
Board.

* * *

(19) “Second-class license”: a license granted by the control
commissioners permitting the licensee to export malt or vinous beverages and to
sell malt beverages or vinous beverages to the public for consumption off the
premises for which the license is granted. The Liquor Control Board may grant a
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second-class licensee a fortified wine permit that permits the licensee to export
and to sell fortified wines to the public for consumption off the licensed premises.
(20) “Spirits” or “spirituous liquors™: beverages that contain more than one
percent of alcohol obtained by distillation, by chemical synthesis, or through
concentration by freezing; ané vinous beverages containing more than
16 23 percent of alcohol; and aH-vermouths-ofany-alcohol-content; malt
beverages containing more than 16 percent of alcohol or more than six percent of
alcohol if the terminal specific gravity thereof is less than 1.009; in each case
measured by volume at 60 degrees Fahrenheit.

* * *

(22) “Third-class license™: a license granted by the Liquor Control Board
permitting the licensee to sell spirituoustguors spirits and fortified wines for

consumption only on the premises for which the license is granted.

(23) “Vinous beverages™: all fermented beverages of any name or
description manufactured or obtained for sale from the natural sugar content of
fruits; or other agricultural product, containing sugar, the alcoholic content of
which is not less than one percent nor more than 16 percent by volume at 60

degrees Fahrenhelt—exeepethaea#we#meu%m%halwewmhasedﬁ&mwed-by

* k *

(27) “Special events permit”: a permit granted by the Liquor Control
Board permitting a person holding a manufacturer’s or rectifier’s license to sell by
the glass or by unopened bottle spirits, fortified wines, malt beverages, or vinous
beverages manufactured or rectified by the license holder at an event open to the
public that has been approved by the local licensing authority. For the purposes
of tasting only, the permit holder may distribute, with or without charge,
beverages manufactured by the permit holder by the glass no more than two
ounces per product and eight ounces total of malt beverages or vinous beverages
and no more than one ounce in total of spirits or fortified wines to each individual.
No more than 36 104 special events permits may be issued to a holder of a
manufacturer’s or rectifier’s license during a year. A special event permit shall be
valid for the duration of each public event or four days, whichever is shorter.
Requests for a special events permit, accompanied by the fee as required by
subdivision 231(13) of this title, shall be submitted to the Department of Liquor
Control at least five days prior to the date of the event. Each manufacturer or
rectifier planning to attend a single special event under this permit may be listed
on a single permit. However, each attendance at a special event shall count
toward the manufacturer’s or rectifier’s 36 104 special-event-permit limitation.

(28) “Fourth-class license” or “farmers’ market license”: the license
granted by the Liquor Control Board permitting a manufacturer or rectifier of malt
oF beverages, vinous beverages, fortified wines, or spirits to sell by the unopened
container and distribute; by the glass, with or without charge, beverages
manufactured by the licensee. No more than a combined total of ten fourth-class
and farmers’ market licenses may be granted to a licensed manufacturer or
rectifier. At only one fourth-class license location, a manufacturer or rectifier of
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vinous beverages, malt beverages, fortified wines, or spirits may sell by the
unopened container and distribute by the glass, with or without charge, vinous
beverages, malt beverages, fortified wines, or spirits produced by no more than
five additional manufacturers or rectifiers, provided these beverages are
purchased on invoice from the manufacturer or rectifier. A manufacturer or
rectifier of vinous beverages, malt beverages, fortified wines, or spirits may sell
its product to no more than five additional manufacturers or rectifiers. A fourth-
class licensee may distribute by the glass no more than two ounces of malt
beverages or vinous beverage with a total of eight ounces to each retail customer
and no more than one-quarter ounce of spirits or fortified wine with a total of one
ounce to each retail customer for consumption on the manufacturer’s premises or
at a farmers’ market. A fourth class licensee may distribute by the glass up to
four mixed drinks containing a combined total of no more than one ounce of
spirits or fortified wine to each retail customer for consumption only on the
manufacturer’s premises. A farmers’ market license is valid for all dates of

operation for a specific farmers’ market location.
* * *

(38) “Fortified wines”: vinous beverages, including those to which spirits
have been added during manufacture, containing at least 16 percent alcohol but no
more than 23 percent alcohol by volume at 60 degrees Fahrenheit, and all
vermouths containing no more than 23 percent alcohol by volume at 60 degrees
Fahrenheit.

Sec. A.5. 7 V.S.A. 8 104 us amended to read:
§ 104. DUTIES; AUTHORITY TO RESOLVE ALLEGED VIOLATIONS
The Board shall have supervision and management of the sale of spiritdeus
Hguers spirits and fortified wines within the State in accordance with the
provisions of this title, and through the Commissioner of Liquor Control shall:
* * *
Sec. A.6. 7 V.S.A. 8 107 is amended to read:
§ 107. DUTIES OF COMMISSIONER OF LIQUOR CONTROL

The eommissioner-of-liguorcontrol Commissioner of Liquor Control shall:

* % *

(2) Make regulations subject to the approval of the beard Board governing
the hours during which such agencies shall be open for the sale of spirituous
Hguers; spirits and fortified wines and governlng the qualifications-and,
deportment, and salaries of the agencies’ employees thereinand-thesalaries
thereof.

(3) Make regulations subject to the approval of the beard Board governing:

(A) the prices at which spiritteus-Hguers spirits shall be sold #-sueh by
local agencies, and the method ef for their delivery thereef, and the quantities of

spirittous-Hauers-te spirits that may be sold to any one person at any one time;
and

(B) the minimum prices at which fortified wines shall be sold by local
agencies and second-class licensees that hold fortified wine permits, the method
for their delivery, and the quantities of fortified wines that may be sold to any one
person at any one time.
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(4) Supervise the quantities and qualities of spirituous-tHguer spirits and
fortified wines to be kept as stock in sueh local ageney agencies and make

regulations subject to the approval of the beard Board regarding the filling of
requisitions therefor on the eemmissioneref-Hguer-contrel Commissioner of

Liquor Control.

(5) Purchase through the commissioner-of-buildings-and-general-services
spiritousHguers Commissioner of Buildings and General Services spirits and
fortified wines for and in behalf of the liguorcentrel-board Liquor Control Board,
supervise the storage thereof and the distribution to local agencies, druggists and,
licensees of the third class, and holders of fortified wine permits, and make
regulations subject to the approval of the beard Board regarding the sale and
delivery from sueh the central storage plant.

* * *
Sec. A.7. 7V.S.A. 8110 is amended to read:
8 110. SPECIAL BRANDS; PURCHASE BY COMMISSIONER OF
LIQUOR CONTROL
If any person shall desire to purchase any class, variety, or brand of spiritueus
Hguer spirits or fortified wine which any local agency or fortified wine permit

holder does not have in stock, the eemmissioner-of-Higuer-centrol Commissioner
of Liguor Control shall order the same through the eemmissionerefbuildings-and
general-services Commissioner of Buildings and General Services upon the
payment of a reasonable deposit by the purchaser in such proportion of the
approximate cost of the order as shall be prescribed by the regulations of the
Hguercontrol-beard Liquor Control Board.

Sec. A.8. 7V.S.A. 8112 is amended as follows:

§ 112. LIQUOR CONTROL FUND

The hguoercontrel-fund Liquor Control Fund is hereby established. It shall

consist of all receipts from the sale of spirits, fortified wines, and other items by
the department-of-Higuercentrol Department of Liquor Control; fees paid to the
department-ef-liguor-contrel Department of Liquor Control for the benefit of the
department Department; all other amounts received by the department-of-liguor
contrel Department of Liquor Control for its benefit; and all amounts which that
are from time to time appropriated to the department-of-Hguercontrel Department
of Liquor Control.

Sec. A.9. 7V.S.A. §222 is amended to read:

§ 222. FIRST- AND SECOND-CLASS LICENSES, GRANTING OF; SALE

TO MINORS; CONTRACTING FOR FOOD SERVICE
With the approval of the Liquor Control Board, the control commissioners may

grant the following licenses to a retail dealer for the premises where the dealer

carries on business the-folowing:

* * *

(2) Upon making application and, paying the license fee provided in
section 231 of this title, and upon satisfying the Board that such premises are
leased, rented, or owned by the retail dealer and are a safe, sanitary, and proper
place from which to sell malt and vinous beverages, a second-class license forthe

premises-where-such-dealer-shall-carry-en-the business, which shall authorize such
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dealer to export malt and vinous beverages, and to sell malt and vinous beverages
to the publlc from such premises for consumption off the premises anrd-upon

wneus—leeve#ages A retall dealer carrylng on busmess in more than one place
shall be required to acquire a second-class license for each place where he-er-she
shall-so-seH the retail dealer sells malt and vinous beverages. No malt or vinous

beverages shall be sold by a second-class licensee to a minor.
* * %

(5)(A) The holder of a first-class license may serve a sampler flight of up to
32 ounces in the aggregate of malt beverages to a single customer at one time.

(B) The holder of a first-class license may serve a sampler flight of up to
12 ounces in the aggregate of vinous beverages to a single customer at one time.

(C) The holder of a third-class license may serve a sampler flight of up
to four ounces in the aggregate of spiritteusHeuers spirits or fortified wines to a
single customer at one time.

(6) The Liquor Control Board may grant a fortified wine permit to a
second-class licensee if the licensee files an application accompanied by the
license fee as provided in section 231 of this title. The holder of a fortified wine
permit may sell fortified wines to the public from the licensed premises for
consumption off the premises. The Liquor Control Board shall issue no more
than 150 fortified wine permits in any single year. The holder of a fortified wine
permit shall purchase all fortified wines to be offered for sale to the public
pursuant to the permit through the Liquor Control Board at a price equal to no
more than 75 percent of the current retail price for the fortified wine established
by the Commissioner pursuant to subdivision 107(3)(B) of this title.

Sec. A.10. 7 V.S.A. § 224 is amended to read:

§ 224. THIRD-CLASS THIRD-CLASS LICENSES; OPEN CONTAINERS

(@) The hguercontrel-beard Liquor Control Board may grant to a person who

operates a hotel, restaurant, cabaret, or club a license of the third class if the
person files an application accompanied by the license fee as provided in section
231 of this title for the premises in which the business of the hotel, restaurant,
cabaret, or club is carried on. The holder of a third-€lass third-class license may
sell spirituous-tiguors spirits and fortified wines for consumption only on the
premises covered by the license. The applicant for a third-elass third-class license
shall satisfy the liguorcentrel-board Liguor Control Board that the applicant is the
bona fide owner or lessee of the premises and that the premises are operated for
the purpose covered by the license.

* * *

(c) A person who holds a third-elass third-class license shall purchase from the
Heauor-control-beard Liquor Control Board all spiritueus-tiguers spirits and
fortified wines dispensed in accordance with the provisions of the third-€lass
third-class license and this title.

Sec. A.11. 7V.S.A. 8 225 is amended to read:
§ 225. EDUCATIONAL SAMPLING EVENT PERMIT




Excerpts from Draft No. 14.1 — S.138

(a) The hguercontrol-board Liguor Control Board may grant an educational
sampling event permit to a person to conduct an event that is open to the public
and at which malt beverages, vinous beverages, fortified wines, or-spirituous
Heuoers spirits, or all three four are served only for the purposes of marketing and
educational sampling, provided the event is also approved by the local licensing
authority. At least 15 days prior to the event, an applicant shall submit an
application to the department Department in a form required by the department
Department. The application shall include a list of the alcoholic beverages to be
acquired for sampling at the event, and the application shall be accompanied by a
fee in the amount required pursuant to section 231 of this title. No more than four
educational sampling event permits shall be issued annually to the same person.
An educational sampling event permit shall be valid for no more than four
consecutive days. The permit holder shall assure ensure all the following:

* % *

(b) An educational sampling event permit holder:
* % %

(2) May transport malt beverages, vinous beverages, fortified wines, and
spirittous-Haguers spirits to the event site, and those beverages may be served at
the event by the permit holder or the holder’s employees, volunteers, or
representatives of a manufacturer, bottler, or importer participating in the event,
provided they meet the server age and training requirements under this chapter.

(3) [Beleted} [Repealed.]

(d) Taxes for the alcoholic beverages served at the event shall be paid as
follows:

* % *

(3) Spirituous liquors: $19.80 per gallon served.
(4) Fortified wines: $19.80 per gallon served.
Sec. A.12. 7V.S.A. 8§ 231 is amended to read:
§ 231. FEES FOR LICENSES AND PERMITS; DISPOSITION OF FEES
(@) The following fees shall be paid:

* % *

(23) For a fortified wine permit, $100.00.
* k* *
Sec. A.13. 7 V.S.A. 8 422 is amended to read:
§ 422. TAX ON SPIRIHFUOUSHIQUOR SPIRITS AND FORTIFIED
WINES
(a) A tax is assessed on the gross revenue en from the retait sale of spirituous
Hguer spirits and fortified wines in the State of Vermont—ineluding-fortified-wine;
sold by the Liquor Control Board; or seld-by the retail sale of spirits and fortified
wines in Vermont by a manufacturer or rectifier of spiritueus-Heguer spirits or
fortified wines, in accordance with the provisions of this title. The tax shall be at
the following rates based on the gross revenue of the retail sales by the seller in
the current year:
(1) if the gross revenue of the seller is $500,000.00 or lower, the rate of tax
is five percent;
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(2) if the gross revenue of the seller is between $500,000.00 and
$750,000.00, the rate of tax is $25,000.00 plus 10 percent of the gross revenues
over $500,000.00;

(3) if the gross revenue of the seller is ever $750,000.00 or more, the rate
of tax is 25 percent.

* % *
Sec. A.14. STATUTORY REVISION
The Legislative Council, in its statutory revision capacity pursuant to 2 V.S.A.
§ 424, is authorized to correct instances of the words “spirituous liquors” and
“spirits” appearing in Title 7 of the Vermont Statutes Annotated to “spirits and
fortified wines” as necessary to implement the intent of the revisions to 7 V.S.A.
§ 2 in this act.

* k *

Sec. A.15. STUDY; REPORT

(a) On or before January 15, 2018, the Commissioner of Liquor Control, in
consultation with the holders of second-class licenses and fortified wine permits,
shall evaluate whether the number of fortified wine permits issued pursuant to 7
V.S.A. 8 222 is sufficient, and how the issuance of fortified wine permits has
affected the sales of fortified wines in Vermont and the variety of fortified wines
available to Vermont consumers.

(b) The Commissioner of Liguor Control shall report to the House Committee
on General, Housing and Military Affairs and the Senate Committee on Economic
Development, Housing and General Affairs regarding his or her findings on or
before January 15, 2018. The Commissioner’s report shall include a
recommendation regarding the appropriate number of fortified wine permits to be
issued pursuant to 7 V.S.A. § 222.

ACCESS TO CAPITAL

E. Access to Capital
** * \Vermont Economic Development Authority (VEDA); Lending; Green
Manufacture of Microbead Alternatives * * *
Sec. E.1. 10 V.S.A. 8 280bb is amended to read:
§ 280bb. VERMONT ENTREPRENEURIAL LENDING PROGRAM
(@) There is created the Vermont Entrepreneurial Lending Program to be
administered by the Vermont Economic Development Authority. The Program
shall seek to meet the working capital and capital-asset financing needs of
Vermont-based businesses in seed, start-up, and growth stages. The Program
shall specifically seek to fulfill capital requirement needs that are unmet in
Vermont, including:
(1) loans up-te-$1006,000-00 to manufacturing businesses and software
developers with innovative products that typically reflect long-term, organic
growth;
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(2) loans up to $1,000,000.00 in growth-stage companies that do not meet
the underwriting criteria of other public and private entrepreneurial financing
sources; and

(3) loans to businesses that are unable to access adequate capital resources
because the primary assets of these businesses are typically intellectual property
or similar nontangible assets; and

(4) loans to advanced manufacturers and other VVermont businesses for
product development and intellectual property design.

(b) The Authority shall adopt regulations, policies, and procedures for the
Program as are necessary to increase the amount of investment funds available to
Vermont businesses whose capital requirements are not being met by
conventional lending sources.

(c) When considering entrepreneurial lending through the Program, the
Authority shall give additional consideration and weight to an application of a
business whose business model and practices will have a demonstrable effect in
achieving other public policy goals of the State, including:

(1) The business will create jobs in strategic sectors such as the knowledge-
based economy, renewable energy, advanced manufacturing, wood products
manufacturing, and value-added agricultural processing.

(2) The business is located in a designated downtown, village center,
growth center, industrial park, or other significant geographic location recognized
by the State.

(3) The business adopts energy and thermal efficiency practices in its
operations or otherwise operates in a way that reflects a commitment to green
energy principles.

(4) The business will create jobs that pay a livable wage and significant
benefits to Vermont employees.

(5) The business will create environmental benefits or will manufacture
environmentally responsible products.

(d) The Authority shall include provisions in the terms of a loan made under
the Program to ensure that a loan recipient shall maintain operations within the
State for a minimum of five years from the date on which the recipient receives
the loan funds from the Authority or shall otherwise be required to repay the
outstanding funds in full.

Sec. E.2. 10 V.S.A. § 212 is amended to read:
§ 212. DEFINITIONS
As used in this chapter:

* % *

(6) “Eligible facility” or “eligible project” means any industrial,
commercial, or agricultural enterprise or endeavor approved by the authority that
meets the criteria established in the Vermont Sustainable Jobs Strategy adopted
by the Governor under section 280b of this title, including land and rights in land,
air, or water, buildings, structures, machinery, and equipment of such eligible
facilities or eligible projects, except that an eligible facility or project shall not
include the portion of an enterprise or endeavor relating to the sale of goods at
retail where such goods are manufactured primarily out of state, and except
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further that an eligible facility or project shall not include the portion of an

enterprise or endeavor relating to housing. Such enterprises or endeavors may

include:
(A) quarrying, mining, manufacturing, processing, including the further processing of
agricultural products, assembling, or warehousing of goods or materials for sale or
distribution or the maintenance of safety standards in connection therewith, and including
Vermont-based manufacturers that are adversely impacted by the State’s regulation or
ban of products as they transition from the manufacture of the requlated or banned
products to the design and manufacture of environmentally sound substitutes.

G. Tax Credits and Business Incentives
*** Vermont Employment Growth Incentive (VEGI) * * *
Sec. G.1. 32 V.S.A. § 5930a(c)(2) is amended to read:

(2) The new jobs should make a net positive contribution to employment i#
the area, and meet or exceed the prevailing compensation level including wages
and-benefitsfor-theparticularemploymentseetor consistent with the applicable
wage threshold for the labor market area. The new jobs should offer benefits and
opportunities for advancement and professional growth consistent with the
employment sector.

Sec. G.2. 32 V.S.A. § 5930b is amended to read:
§ 5930b. VERMONT EMPLOYMENT GROWTH INCENTIVE
(a) Definitions. As used in this section:

* % *

(24) “Wage threshold” means the minimum annualized Vermont gross
wages and salaries paid, as determined by the Council, but not less than:

(A) 60 percent above the minimum wage at the time of application-n
order for a new job to be a qualifying job under this section; or

(B) 40 percent above the State minimum wage at the time of application
for a businesses located in a labor market area of this State in which the
unemployment rate is greater than the average unemployment rate for the State.

(25) “Labor market area” means a labor market area as designated by the
Vermont Department of Labor.

(b) Authorization process.

(1) A business may apply to the Vermont Economic Progress Council for
approval of a performance-based employment growth incentive to be paid out of
the business’s withholding account upon approval by the Department of Taxes
pursuant to the conditions set forth in this section. Businesses shall not be
permitted to deduct approved incentives from withholding liability payments
otherwise due. In addition to any other information that the Council may require
in order to fulfill its obligations under section 5930a of this title, an employment
growth incentive application shall include all the following information:

(A) application base number of jobs;
(B) total jobs at time of application;
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(C) application base payroll;

(D) total payroll at time of application;

(E) jobs target for each year in the award period;

(F) payroll target for each year in the award period,;

(G) capital investment target for each year in the award period; and

(H) astatement signed by the president or chief executive officer or
equivalent acknowledging that to the extent the applicant fails to meet the
minimum capital investment by the end of the award period, any incentives
remaining to be earned shall be limited, and any incentives taken shall be subject
to complete or partial reversal, pursuant to subdivisions (c)(10) and (11) of this
section.

(2) The Council shall review each application in accordance with section
5930a of this title, except that the Council may provide for an initial approval
pursuant to the conditions set forth in subsection 5930a(c), followed by a final
approval at a later date, before December 31 of the calendar year in which the
economic activity commences.

(3) Except as provided in subdivision (5) of this subsection, the value of the
incentives will be dependent upon the net fiscal benefit resulting from projected
qualifying payroll and qualifying capital investment. An incentive ratio shall be
applied to the net fiscal benefit generated by the cost-benefit model in order to
determine the maximum award the Council may authorize for each application it
approves. The Council may establish a threshold for wages in excess of, but not
less than, the wage threshold, as defined in subsection (a) of this section for
individual applications the Council wishes to approve. The Council shall
calculate an incentive percentage for each approved application as follows:

Authorized award amount =+ the five-year sum of all payroll targets

(4) An approval shall specify: the application base jobs at the time of the
application; total jobs at time of application; the application base payroll; total
payroll at time of application; the incentive percentage; the wage threshold; the
payroll thresholds; a job target for each year of the award period; a payroll target
for each year of the award period; a capital investment target for each year of the
award period and description sufficient for application of subdivisions (c)(10) and
(11) of this section of the nature of qualifying capital investment over the award
period upon which approval shall be conditioned; and the amount of the total
award. The Council shall provide a copy of each approval to the Department of
Taxes along with a copy of the application submitted by that applicant.

(5)(A) Notwithstanding subdivision (3) of this subsection, the Council may
authorize incentives in excess of net fiscal benefit multiplied by the incentive ratio
notto-exceed-an-annual-authorization-established-by-law for awards to businesses
located in a labor market area in which the unemployment rate is greater than the
average unemployment rate for the State or in which the average annual wage is
below the average annual wage for the State.

(B)(i) Except as provided in subdivision (B)(ii) of this subdivision (5),
the total amount of employment growth incentives the Vermont Economic
Progress Council is authorized to approve under subdivision (A) of this
subdivision (5) shall not exceed $1,000,000.00 from the General Fund.
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(if) The Council shall have the authority to exceed the cap imposed in
subdivision (B)(i) of this subdivision (5) upon application to and approval by the
Emergency Board.

(c) Claiming an employment growth incentive.
* * *

(6)(A) A business whose application is approved and, in the first, second,
or third year of the award period, fails to meet or exceed its payroll target and one
out of two of its jobs and capital investment targets may not claim incentives in
that year. To the extent such business reaches its first, second, or third year award
period targets within the succeeding two calendar year reporting periods
immediately succeeding year one, two, or three of the award period, or within the
extended period if an extension is granted under subdivision (B) of this
subdivision (6), whichever is applicable, such business may claim incentives in
five-year installments as provided in subdivisions (1) through (4) of this
subsection. A business which fails to meet or exceed its payroll target and one of
its two jobs and capital investment targets within this time frame shall forfeit all
authority under this section to earn and claim incentives for award period year
one, two, or three, as applicable, and any future award period years. The
Department of Taxes shall notify the Vermont Economic Progress Council that
the first, second, or third year award period targets have not been met within the
prescribed period, and the Council shall rescind authority for the business to earn
incentives for the activity in year one, two, or three, as applicable, and any future
award period years.

(B)(i) Notwithstanding subdivision (6)(A) of this subsection, if a
business determines that it may not reach its first or second year award period
targets within the succeeding two calendar year reporting periods due to facts or
circumstances beyond its control, the business may request that the Council
extend the period to meet the targets for another two reporting periods, reviewed
annually, for award year one, and one reporting period for award year two.

(ii) The Council may grant an extension pursuant to this subdivision
(B) if it determines that the business failed to meets its targets due to facts or
circumstances beyond the control of the business and that there is a reasonable
likelihood the business will meet the award period targets within the extension

period.

(iii) If the Council grants an extension pursuant to this subdivision
(B), the Council shall recalculate the value of the incentive using the cost-benefit
model and adjust the amount of the award as is necessary to account for the
extension of the award period.

* * *

(h) _Enhanced training incentive. Notwithstanding any provision of law to the
contrary, the Council may award an enhanced training incentive as follows:
(1) A business whose incentive application is approved may elect to claim
an enhanced training incentive at any time during the award period by:
(A) notifying the Council of its intent to pursue an enhanced training
incentive and dedicate its incentive funds to training through the Vermont
Training Program or a Workforce Education and Training Fund program; and
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(B) applying for a grant from the Vermont Training Program or the
Workforce Education and Training Fund to perform training for new employees
who hold qualifying jobs.

(2) If a business is awarded a grant for training pursuant to subdivision (1)
of this subsection, the Agency of Commerce and Community Development, or the
Department of Labor, as applicable, shall disburse grant funds for on-the-job
training of not more than 75 percent of wages for each employee in training, or
not more than 75 percent of trainer expense, and the business shall be responsible
for the remaining 25 percent of the applicable training costs.

(3) If the business successfully completes its training and meets or exceeds
its payroll target and either its jobs target or capital investment target, the Council
shall approve the enhanced training incentive and notify the Department of Taxes.

(4) Upon notification by the Council, the Department of Taxes:

(A) _shall disburse to the business a payment in an amount equal to 25
percent of the cost for training expenses pursuant to subdivision (3) of this
subsection (h);

(B) shall disburse to the Agency of Commerce and Community
Development, or the Department of Labor, as applicable, a payment in an amount
equal to 25 percent of the cost for training expenses pursuant to subdivision (3) of
this subsection (h); and

(C) shall disburse the remaining value of the incentive award in annual
installments pursuant to subdivision (c)(2) of this section.

(5)(A) If, during the utilization period for the incentive paid pursuant to
this subsection (h), the business fails to maintain the qualifying jobs or qualifying
payroll established in the award year, or does not reestablish qualifying jobs or
gualifying payroll to 100 percent of the award year level, the Department of Taxes
shall recapture the enhanced incentive pursuant to subsection (d) of this section.

(B) The amount of recapture shall equal the sum of the installments that
the Department would have disbursed if it had paid the incentive in five-year
installments pursuant to subdivision (c)(2) of this section for the years during the
utilization period that the qualifying jobs or qualifying payroll were not
maintained.

(i) Employment growth incentive for value-added business.

(1) As used in this subsection, a “value-added business” means a person that
is subject to income taxation in Vermont and whose current or prospective
economic activity in Vermont for which incentives are sought under this section is
certified by the Secretary of Commerce and Community Development to be
primarily in one or more of the following sectors:

(A) production of tangible products, other than real estate; or

(B) information processing or information management services,

including:

() _computer hardware or software, and information and
communication technologies, such as high-level software languages, graphics
hardware and software, speech and optical character recognition, high-volume
information storage and retrieval, and data compression;
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(i1) technological applications that use biological systems, living
organisms or derivatives thereof, to make or modify products or processes for
specific use;

(iii) custom computer programming services, such as writing,
modifying, testing, and supporting software to meet the needs of a particular
customer;

(iv) computer systems design services such as planning and
designing computer systems that integrate computer hardware, software, and
communication technologies; and

(v) computer facilities management services, such as providing on-
site management and operation of clients’ computer systems or data processing
facilities, or both.

(2) _Any application for a Vermont employment growth incentive under this
section for a value-added business shall be considered and administered pursuant
to all provisions of this section, except that:

(A) the “incentive ratio” pursuant to subdivision (a)(11) of this section
shall be set at 90 percent; and
(B) the “payroll threshold” pursuant to subdivision (a)(17) of this
section shall be deemed to be 20 percent of the expected average industry payroll
growth as determined by the cost-benefit model.
(1)_Overall gross cap on total employment growth incentive and education tax
incentive authorizations.

(1) For any calendar year, the total amount of employment growth
incentives the Vermont Economic Progress Council is authorized to approve
under this section and property tax stabilizations under 32 V.S.A. 8§ 5404a(a) shall
not exceed $10,000,000.00 from the General Fund and Education Fund combined
each year.

(2) The Council shall have the authority to exceed the cap imposed in
subdivision (1) of this subsection upon application to and approval by the
Emergency Board.

Sec. G.3. 2006 Acts and Resolves No. 184, Sec. 11 is amended to read:
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Emergency-Board:- [Repealed.]

Sec. G.4. 10 V.S.A. § 531(d) is amended to read:

(d) In order to avoid duplication of programs or services and to provide the
greatest return on investment from training provided under this section, the
Secretary of Commerce and Community Development shall:

(1) consult with the Commissioner of Labor regarding whether the grantee
has accessed, or is eligible to access, other workforce education and training
resources;

(2) disburse grant funds only for training hours that have been successfully
completed by employees; provided that, except for an award under an enhanced
training incentive as provided in 32 V.S.A. § 5930b(h), a grant for on-the-job
training shall either provide not more than 50 percent of wages for each employee
in training, or not more than 50 percent of trainer expense, but not both, and
further provided that training shall be performed in accordance with a training
plan that defines the subject of the training, the number of training hours, and how
the effectiveness of the training will be evaluated; and

(3) use funds under this section only to supplement training efforts of
employers and not to replace or supplant training efforts of employers.

* ** Employee Relocation Tax Credit Study * * *

Sec. G.5. EMPLOYEE RELOCATION TAX CREDIT; STUDY COMMITTEE;
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REPORT
(a) Creation. There is created an Employee Relocation Study Committee to
research and develop one or more incentive programs to encourage employees
who are qualified for high-demand, unfilled positions within Vermont businesses,
to relocate to Vermont.
(b) Membership. The Committee shall be composed of the following
members:
(1) one current member of the House of Representatives appointed by the
Speaker of the House;
(2) one current member of the Senate appointed by the Committee on
Committees;
(3) _one member who represents the interests of the regional development
corporations, appointed by the Governor;
(4) one member who represents the interests of private business appointed
by the Speaker of the House; and
(5) one member who represents the interests of private business appointed
by the Committee on Committees.
(c) Powers and duties. The Committee shall study potential incentive
programs, tax credits, or other mechanisms, to encourage employee relocation
including the following issues:
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(1) eligibility criteria for employees, employers, and employment positions;

(2) amount and conditions for incentives or credits;

(3) distribution of incentives or credits by region, employer, and by State-
level or regional-level grantors; and

(4) data, and a mechanism for collecting data, to measure the effectiveness
of any proposed program.

(d) Assistance. The Committee shall have the administrative, technical, and
legal assistance of the Agency of Commerce and Community Development.

(e) Report. On or before January 15, 2016, the Committee shall submit a
report to the House Committee on Commerce and Economic Development and
the Senate Committee on Economic Development, Housing and General Affairs
with its findings and any recommendations for legislative action.

(f) Meetings.

(1) The Agency of Commerce and Community Development shall call the
first meeting of the Committee, to occur on or before September 1, 2015.

(2) The Committee shall select a chair from among its members at the first
meeting.

(3) A majority of the membership shall constitute a quorum.

(4) The Committee shall cease to exist on January 16, 2016.

(g) Reimbursement.

(1) For attendance at meetings during adjournment of the General
Assembly, legislative members of the Committee shall be entitled to per diem
compensation and reimbursement of expenses pursuant to 2 V.S.A. 8§ 406 for no
more than four meetings.

(2) Other members of the Committee who are not employees of the State
of Vermont and who are not otherwise compensated or reimbursed for their
attendance shall be entitled to per diem compensation and reimbursement of
expenses pursuant to 32 V.S.A. § 1010 for no more than four meetings.

* **VHFA; Down Payment Assistance Program * * *

Sec. G.6. DOWN PAYMENT ASSISTANCE PROGRAM; FINDINGS
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The General Assembly finds:
(1) The Federal Bipartisan Policy Center’s Housing Commission notes that
homeownership can produce powerful economic, social, and civic benefits that
serve the individual homeowner, the larger community, and the nation.
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(2) Supporting more Vermonters to become homeowners allows them an
opportunity to improve and invest in their neighborhoods and become a stable
member of their community’s life and workforce.

(3) Homeownership, even with the recent decline in housing values, has
continued to be the most reliable source of individual wealth accumulation and
equity for the future.

(4) First-time homebuyers often delay purchasing a home due to the fees
and down payment costs required at closing and need support to achieve their
homeownership opportunity.

Sec. G.7. 32 V.S.A. §5930u is amended to read:
§5930u. TAX CREDIT FOR AFFORDABLE HOUSING
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(a) As used in this section:
(1) “Affordable housing project” or “project” means:
(A) arental housing project identified in 26 U.S.C. § 42(g); or
(B) owner-occupied housing identified in 26 U.S.C. § 143(e)}-and-(H-and
ehigible (c)(1) or that qualifies under the Vermont Housing Finance Agency
aHecation-plan criteria governing owner-occupied housing.

(2) “Affordable housing tax credits” means the tax credit provided by this
subchapter.

(3) “Allocating agency” means the Vermont Housing Finance Agency.

(4) “Committee” means the Joint Committee on Tax Credits consisting of
five members;. a representative from the Department of Housing and Community
Affairs, the Vermont Housing and Conservation Board, the VVermont Housing
Finance Agency, the Vermont State Housing Authority, and the Office of the
Governor.

(5) “Credit certificate” means a certificate issued by the allocating agency
to a taxpayer that specifies the amount of affordable housing tax credits that can
be applied against the taxpayer’s individual or corporate income tax or franchise
or insurance premium tax liability as provided in this subchapter.

(6) “Eligible applicant” means any municipality, private sector developer,
departmentof-state-government-as-definedn-10 VS A-5-6302(); State agency
as defined in 10 V.S.A. 8 6301a, the Vermont Housing Finance Agency, or a
nonprofit organization qualifying under 26 U.S.C. § 501(c)(3); or cooperative
housing organization, the purpose of which is the-creation-and-retention-of- to
create and retain affordable housing for lewerineeme Vermonters; with lower
income and the which has in its bylaws thatreguire a requirement that housing-te
the housing the organization creates be maintained as affordable housing for
lowerineeme Vermonters with lower income on a perpetual basis.

(7) “Eligible cash contribution” means an amount of cash contributed to the
owner, developer, or sponsor of an affordable housing project and determined by
the allocating agency as eligible for affordable housing tax credits.

(8) “Section 42 credits” means tax credit provided by 26 U.S.C. 8§ 38 and

42,

(9) “Allocation plan” means the plan recommended by the Committee and
approved by the Vermont Housing Finance Agency, which sets forth the
eligibility requirements and process for selection of eligible housing projects to
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receive affordable housing tax credits under this section. The allocation plan shall
include:

(A) requirements for creation and retention of affordable housing for
lew-income persons; with low income; and

(B) requirements to ensure that eligible housing is maintained as
affordable by subsidy covenant, as defined in 27 VV.S.A. 8 610 on a perpetual
basis, and meets all other requirements of the Vermont Housing Finance Agency
related to affordable housing.

(b) Eligible tax credit allocations.
(1) Affordable housing credit allocation.

(A) An eligible applicant may apply to the allocating agency for an
allocation of affordable housing tax credits under this section related to an
affordable housing project authorized by the allocating agency under the
allocation plan. In the case of a specific affordable rental housing project, the
eligible applicant must shall also be the owner or a person having the right to
acquire ownership of the building and must shall apply prior to placement of the
affordable housing project in service. In the case of owner-occupied housing
units, the applicant must-apply-prierto-purchase-of-the-unitand-must shall ensure
that the allocated funds-wit-be-used-to-ensure-that-the housing gualifies or
program funds remain as an affordable housing resource for alt future owners of
the-heusing. The allocating agency shall issue a letter of approval if it finds that
the applicant meets the priorities, criteria, and other provisions of subdivision
2)(B) of this subseetion subdivision (1). The burden of proof shall be on the
applicant.

)}(B) Upon receipt of a completed application, the allocating agency
shall award an allocation of affordable housing tax credits with respect to a
project under-this-section-shat-be-granted to an applicant, provided the applicant
demonstrates to the satisfaction of the cemmittee allocating agency all of the
following:

A)(i) The owner of the project has received from the allocating agency
a binding commitment for, a reservation or allocation of, or an out-of-cap
determination letter for, Section 42 credits, or meets the requirements of the
allocation plan for development or financing of units to be owner-occupied:.

{B)(ii) The project has received community support.

(2) Down payment assistance program.

(A) The Vermont Housing Finance Agency shall have the authority to
allocate affordable housing tax credits to finance down payment assistance loans
that meet the following requirements:

(i) the loan is made in connection with a mortgage through an
Agency program;

(ii) the borrower is a first-time homebuyer of an owner-occupied
primary residence; and

(i11) the borrower uses the loan for the borrower’s down payment, or
closing costs, or both.

(B) The Agency shall require the borrower to repay the loan upon the
sale or refinance of the residence.
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(C) The Agency shall use the proceeds of loans made under the program
for future down payment assistance.

(c) Amount of credit. A taxpayer who makes an eligible cash contribution
shall be entitled to claim against the taxpayer’s individual income, corporate,
franchise, or insurance premium tax liability a credit in an amount specified on
the taxpayer’s credit certificate. The first-year allocation of a credit amount to a
taxpayer shall also be deemed an allocation of the same amount in each of the
following four years.

(d) Availability of credit. The amount of affordable housing tax credit
allocated with respect to a project shall be available to the taxpayer every year for
five consecutive tax years, beginning with the tax year in which the eligible cash
contribution is made. Total tax credits available to the taxpayer shall be the
amount of the first-year allocation plus the succeeding four years’ deemed
allocations.

(e) Claim for credit. A taxpayer claiming affordable housing tax credits shall
submit with each return on which such credit is claimed a copy of the allocating
agency’s credit allocation to the affordable housing project and the taxpayer’s
credit certificate. Any unused affordable housing tax credit may be carried
forward to reduce the taxpayer’s tax liability for no more than 14 succeeding tax
years, following the first year the affordable housing tax credit is allowed.

() [Beleted} [Repealed.]

(9)(1) In any fiscal year, the allocating agency may award up to:

(A) $400,000.00 in total first-year credit allocations to all applicants for
rental housing projects, for a total aggregate limit of $2,000,000.00 over any
given five-year period that credits are available under this subdivision; ane-may
award up to

(B) $300,000.00 per-year in total first-year credit allocations for owner-
occupied unit appheants financing or down payment loans consistent with the
allocation plan, including for new construction and manufactured housing, for a
total aggregate limit of $1,500,000.00 over any given five-year period that credits
are available under this subdivision.

(2) In fiscal years 2016 through 2020, the allocating agency may award up
to $125,000.00 in total first-year credit allocations for loans through the down
payment assistance program created in subdivision (b)(2) of this section for a total
aggregate limit of $625,000.00 over the five-year period that credits are available
under this subdivision.

() iceal totalfi Hoeati I i I I
aHocations-shal-net-exceed-$3,500,000:00 The aggregate limit for all credit
allocations available under this section in any fiscal year is $4,125,000.00.

* % * “Cloud Tax” * * *
Sec. G.8. PREWRITTEN SOFTWARE ACCESSED REMOTELY

Charges for the right to access remotely prewritten software shall not be
considered charges for tangible personal property under 32 V.S.A. § 9701(7).

** *\Wood Products Manufacturer Incentive * * *
Sec. G.9. 2014 Acts and Resolves No. 179, Sec. G.100(b) is amended to read:
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(b) Sec. E.100.6 (wood products manufacture incentive) shall take effect
retroactively on January 1, 2014 and apply to tax year years 2014 and 2015.
Sec. G.10. 32 V.S.A. § 5930ii is amended to read:
***R & D Tax Credit * * *
8 5930ii. RESEARCH AND DEVELOPMENT TAX CREDIT
(a) A taxpayer of this State shall be eligible for a credit against the tax
imposed under this chapter in an amount equal to 27 30 percent of the amount of
the federal tax credit allowed in the taxable year for eligible research and
development expenditures under 26 U.S.C. 8 41(a) and which are made within
this State.
(b) Any unused credit available under subsection (a) of this section may be

carried forward for up to 10 years.
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