PRINTER S NO. 126

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 129 =55

| NTRODUCED BY McNALLY, PISTELLA, KUKOVI CH, LESCOVI TZ, HAYDEN
BELFANTI, TRICH, STAIRS, KOSINSKI, PESCI, D. R WR GHT,
KENNEY, HALUSKA, MAI ALE, HERMAN, M CHLOVI C, ROBI NSON,
COLAlI ZZO, PRESTON, DALEY, BLAUM CIVERA, BILLOW CAPPABI ANCA,
G Gl OrTl, OLASZ, JAMES, JOSEPHS, MARKGOSEK, TANGRETTI AND
CAWLEY, JANUARY 29, 1991

REFERRED TO COWM TTEE ON FI NANCE, JANUARY 29, 1991

AN ACT

1 Anending the act of March 4, 1971 (P.L.6, No.2), entitled "An
2 act relating to tax reformand State taxation by codifying
3 and enunerating certain subjects of taxation and inposing
4 t axes thereon; providing procedures for the paynent,

5 col l ection, adm nistration and enforcenent thereof; providing
6 for tax credits in certain cases; conferring powers and

7 i mposi ng duties upon the Departnent of Revenue, certain

8 enpl oyers, fiduciaries, individuals, persons, corporations
9 and other entities; prescribing crinmes, offenses and

10 penal ties,"” providing tax exclusions for contributions by
11 t axpayers to qualified enpl oyee-owned export devel opnent
12 corporations and for dividends fromthese corporations.

13 The General Assenbly of the Conmonweal th of Pennsyl vani a
14 hereby enacts as foll ows:
15 Section 1. The act of March 4, 1971 (P.L.6, No.2), known as

16 the Tax Reform Code of 1971, is anmended by adding an article to

17 read:

18 ARTI CLE XXl

19 WORKERS' EXPORT PARTNERSHI P | NCENTI VE EXCLUSI ONS.

20 Section 2101. Short Title.--This article shall be known_and

21 nmay be cited as the "Wirkers' Export Partnership Law. "




Secti on 2102. Legi sl ative Intent.--The General Assenbly of

t he Commonweal th of Pennsyl vani a hereby finds that:

(a) Wiereas, inports threaten the econonic security of

Pennsyl vani a and her citi zens; and

(b) Whereas, Pennsylvania' s history denonstrates that a

partnership of | abor, capital, managenent and governnment is the

nost effective response to foreign aggressi on of any kind; and

(c) Wiereas, the policy of the Coommbnweal th of Pennsyl vani a

is to pronbte cooperati on anobng all partners in Pennsyl vani a;

and

(d) Wiereas, workers of Pennsyl vania require the assi stance

of the Commpbnweal th of Pennsyl vania to establish a nmeani ngf ul

role in a partnership to pronote exports; and

(e) Wiereas, the foreign threat to Pennsyl vania' s econoni c

security requires the enlistnment of all avail able resources to

restore the State's econoni ¢ power;

(f) Therefore, the public interest will be served by the

exclusion fromtaxable i ncone of contributions to qualified

enpl oye- owned export devel opnent corporati ons and di vi dends

earned fromqualified enpl oye- owned export devel opnent

cor porati ons.

Secti on 2103. Definitions.--The foll owi ng words, terns and

phrases, when used in this article, shall have the nmeani ngs

ascribed to themin this section, except where the context

clearly indicates a different neaning:

"Departnent."” The Departnent of Revenue of the Commonweal th.

"Qualified enpl oye-owned export devel opnent corporation."

(1) A corporation organi zed under the laws of this

Commpnweal t h; and

(2) certified by the Departnent of Conmmerce as a qualified
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enpl oye- owned export devel opnent cor porati on.

Secti on 2104. Excl usi on of Certain Contri buti ons and

Di vi dends from Taxabl e | ncone. --Contri buti ons nade to a

qual i fi ed enpl oye- owned export devel opnent corporation in the

anount of two thousand dollars ($2,000) per vear, limted to a

total anpunt of ten thousand dollars ($10,000) per lifetine, and

di vi dends derived therefrom shall be excludable in conputing

i ncone which is subject to tax under Articles Ill and | V.

Section 2105. Certification of Qualified Enpl oye-owned

Export Devel opnent Corporations.--1t shall be the duty of the

Departnment of Commerce to recei ve applications from Pennsyl vani a

corporations for status as a qualified enpl oye- owned export

devel opnent corporati on. The departnent shall certify a

Pennsyl vani a corporation as a qualified enpl oye- owned export

devel opnent corporation if it satisfies the foll ow ng

condi ti ons:

(1) Al sharehol ders of the corporation are individuals and

the corporation is effectively under the control of the

i ndi vi dual shar ehol ders.

(2) Al of the shareholders are enpl oyes of the sane

busi ness.

(3) Al classes of enployes of the business are permtted to

parti ci pate as sharehol ders and each cl ass of enpl oyes is

actual ly represented anpbng t he sharehol ders.

(4) Only one class of stock is issued by the corporation.

(5) The corporation subnits as a part of its application a

busi ness pl an whi ch denponstrates a vi abl e busi ness opportunity

to realize the sale of goods or services in a narket outside the

United States of Anerica, its territories and commpnweal t hs.

(6) The investnent activities of the corporation are
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reasonably cal cul ated to realize bona fide exports of goods

produced in this Commonwealth or, in the case of services, by

i ndi viduals who reside in or are enployed in this Commonweal th

and are not specul ative or intended nerely to realize financial

gain by investnment in securities, commpdities or other

i nstrunents i ssued by governnents or other entities |located in a

foreign country.

(7)) The corporation satisfies other Federal or State | aw

requi renents to do business in this Commonweal th and ot her

requl ati ons pronul gated by the Departnent of Commerce or the

departnent under this article.

Secti on 2106. Powers and Duties.--(a) Pursuant to and in

furtherance of this article, the departnent shall have the power

and duty to:

(1) Publish rules and requl ati ons necessary to carry out the

provisions of this article.

(2) Publish as a notice in the Pennsylvania Bulletin, no

| ater than January 1 of each year, forns upon whi ch taxpayers

may apply for the exclusions fromtaxable i ncone provided for in

this article, and forns upon whi ch corporations nay apply for

certification as qualified enpl oye-owned export devel opnent

corporations as authorized by this article.

(b)Y Pursuant to and in furtherances of this article, the

Departnent of Commerce shall have the power and duty to furnish

the nenbers of the General Assenbly, along with the subni ssion

of the Governor's budget, the follow ng i nformation:

(1) The total anmpbunt of tax expenditures nmade under this

article.

(2) The anmpbunt of tax expendi tures cl ai ned by taxpayers

classified according to the classificati on of the busi ness which
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they are enpl oyes of, such classification of business to be

deterni ned according to the standard i ndustrial classification

code as determ ned by the Departnent of Labor and | ndustry.

(3) The anpunt of enploynent, State and | ocal tax revenues,

profits, capital investnent, increases in export sales and

econonic growh which may be attri buted to the use of excl usions

fromtaxable i ncone for contributions to and di vi dends from

qual i fi ed enpl oye- owned export devel opnent corporati ons.

(4) Publish rules and requl ati ons necessary to carry out the

provisions of this article.

Section 2107. Sunset.--The Departnent of Conmerce may not

certify any corporation as a qualified enpl oye- owned export

devel opnent corporati on nore than seventy-two nonths after the

effective date of this act.

Section 2. This act shall take effect in 60 days.
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