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The Maryland Department of Commerce supports House Bill 173 – Job Creation Tax Credit –
Sunset Extension.

Bill Summary:

House Bill 173 extends the sunset for the Job Creation Tax Credit (JCTC) from January 31, 2020 to 
January 1, 2027.

Background:

The Job Creation Tax Credit Program (JCTC) was enacted in 1996 as the State’s major effort to 
provide a tax incentive to businesses throughout the State for creating new jobs.  This tax credit 
program is the one of the State’s most widely used tools for economic development.  It is used to 
help bring new jobs to the State and to help existing businesses expand.  It only rewards companies 
that meet job creation goals and provides greater incentives to companies that locate in priority 
funding areas and distressed counties.  This program underwent major reform during the 2017 
legislative session to reflect the current economic climate and to improve compliance – the 
minimum number of new jobs was lowered to 10 jobs for most rural counties and the income tax 
credit per qualified job was tripled.  The updated JCTC program just became effective as of January 
1, 2018.

Credits are available for full-time jobs paying at least 120% of State minimum wage (formerly, 
150% of federal minimum wage) in targeted industry sectors.  The business must create at least 60 
new full-time jobs; OR, if the business is locating or expanding in a JCTC Priority Funding Area, at 
least 25 new full-time jobs; OR if the business is locating in the one of counties with (1) annual 
average employment less than 75,000 or (2) median household income less than two thirds of the 
statewide median household income, at least 10 new full-time jobs.  In addition, the business must 
create the qualifying jobs within 24-month period.  The amount of the income tax credit is $3,000 
(formerly $1,000) per new qualified job.  If the business is locating in a revitalization area (State 
enterprise zone, federal empowerment zone, or DHCD sustainable community), the credit increases 
to $5,000 (formerly $1,500) per new qualified job.

Between FY 2002 and FY 2018, the 238 facilities which were certified for JCTC have reported 
creating over 21,000 jobs with an average salary of approximately $48,000.  The below chart shows 
JCTC annual impacts for FY 2015-2018.
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FY2015 FY2016 FY2017 FY2018
Final Certification Issued 14 16 12 18
Job Creation Reported by Businesses 545 877 958 2384

Rationale:

Under the existing statute, the program will expire on January 1, 2020.  If the program is allowed to 
sunset, Maryland will lose a proven and effective tool in recruiting new businesses and will be 
placed at a disadvantage in competition with other states.  The JCTC program has been one of the 
most popular and valuable incentives available throughout the State.  Although Commerce has been 
experiencing more interest from businesses since the program was reformed, we have not been able 
to fully assess its effectiveness.  The sunset extension provides incentive for the businesses to hire 
more full-time employees under the reformed program, particularly for small business located in 
Western Maryland, the Eastern Shore, and Baltimore City, since the minimum job creation was 
lowered in those jurisdictions.

It is crucial that the sunset provision of JCTC be extended this legislative session for the following 
reasons:

 JCTC effectively ends December 31, 2019, so a business that recently started hiring must 
complete hiring to meet the minimum number of jobs (10, 25 or 60 new full-time 
employees) by December 31, 2019.  

 Business prospects considering locating or expanding in Maryland today are generally one 
to two years away from hiring their workforce.  Further, if a business is constructing a 
facility, it may be three to four years away from hiring.  Businesses need assurance that the 
program will be available to them when factoring it into their location decision.

 Businesses considering locating or expanding in Maryland are also considering Maryland’s 
competitor states, which all offer tax credits for new jobs.

 JCTC recently became more attractive and accessible, especially to small businesses, but 
they will not be able to realize those benefits without the extension of the sunset date.

Commerce respectfully requests a favorable report on House Bill 173. 


