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Extraterritorial Income Tax

As you may know, the World Trade Organization (WTO) ruled in 2001 that the ETI provisions violated international rules against unfairly subsidizing exports.  The European Union (EU), which initiated the WTO case against the United States, established a March 1, 2004 deadline by which the United States would either repeal the provisions or face retaliatory tariffs.  The European Union (EU) imposed a five percent retaliatory tariff against a number of U.S. exports on March 1, 2004.  The tariff was increased by one percent per month, reaching 12 percent before legislation to repeal the ETI, H.R. 4520, was finally enacted in October.

H.R. 4520 included provisions to bring the tax code into compliance with WTO rules and to establish a number of new corporate tax benefits, variously designed to minimize the burden of the ETI repeal on U.S. companies.  The bill was approved by the House and Senate in early October, and was signed into law by President Bush on October 22.   Because a number of budget offsets accompanied the tax cut provisions of the legislation, it is not expected to reduce revenues to the Treasury over the next ten years.

While I favored several provisions in the bill to establish new tax incentives for companies to maintain and establish jobs for U.S. workers here in the United States, I was disappointed by other provisions to give companies tax breaks for investments made overseas, as well as other tax cut measures that were not sufficiently targeted to economic growth and job creation.  Unfortunately, as a member of the minority party in the House, I am frequently left with the unsatisfying choice of either working for marginal improvements in legislation or simply opposing bills outright.  

In the case of H.R. 4520, I felt compelled to vote for it because it was imperative to repeal the ETI provisions of the tax code in order to eliminate the growing retaliatory tariffs that were beginning to have a severe impact on many U.S. companies and jobs.  I also felt the need to support the bill because it contained a buyout program for tobacco growers and tobacco quota holders, paid for by tobacco companies.  There are not many tobacco growers in the Fourth Congressional District that I represent, but I knew that a buyout was extremely important to thousands of struggling farm families all across our state and that H.R. 4520 would be the only opportunity to establish it.
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