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HOUSE BI LL 2142

St ate of WAshi ngt on 58th Legislature 2003 Regul ar Sessi on
By Representatives Conway, Upthegrove, Canpbell, Cooper, MCoy,
Dunshee, Hudgi ns, Sinpson, Santos, Kenney, Cody and Berkey

Read first tine 02/26/20083. Referred to Commttee on State
Gover nnent .

AN ACT Relating to protecting taxpayers and shareholders from
expatriate corporations; and addi ng a new section to chapter 43.19 RCW

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. A new section is added to chapter 43.19 RCW
to read as foll ows:

(1) The legislature finds and decl ares:

(a) A growing nunber of publicly traded conpanies based in the
United States are flouting United States taxation and | egal protections
of investors by reincorporating, in name only, in Bernuda, the Caynman
| sl ands, and other tax haven countri es;

(b) This practice, also known as "corporate expatriation," is part
of a larger pattern of deception and lack of integrity in the corporate
boardroom t hat has harned the marketpl ace and i nvestors;

(c) An expatriate conpany is a United States based conpany that has
nmoved in nane and on paper only to a tax haven country and has no
substanti al business activities in the country of reincorporation;

(d) These paper relocations result in a substantial weakening of
sharehol ders' rights and significant tax avoi dance;
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(e) The congressional joint commttee on taxation has projected
that United States revenue |osses from corporate expatriations are
estimated to be six hundred twenty-eight mllion dollars over five
years and two billion one hundred twenty-eight mllion dollars over ten
years; and

(f) For these reasons, it is not in the best interests of the state
and its citizens to use public funds to do business with publicly held
expatriate conpani es.

(2) A state agency may not enter into any agreenent or contract
with any publicly held expatriate corporation. The awardi ng agency
director or his or her designee may waive the prohibition in this
subsection if he or she nmakes a witten finding that the contract is
necessary to neet a conpelling public interest.

(3) Each vendor submitting a bid or contract must certify under
penalty of perjury that it 1is not a publicly held expatriate
cor porati on.

(4) The definitions in this subsection apply throughout this
section.

(a) "Conpelling public interest” includes, but is not limted to,
ensuring public health and safety, or the provision of essential
services in an energency.

(b) "Tax haven country" nmeans a country that has no corporate
incone tax or an effective tax rate |less than ten percent on inconme
that does not arise in or is not derived from that country. A tax
haven country does not include any country that is a signatory to a
treaty that woul d contravene this prohibition.

(5 This section may be known and cited as the taxpayer and
shar ehol der protection act.

~-- END ---
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