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STATE OF NEW YORK

2184

2019- 2020 Regul ar Sessi ons

| N SENATE

January 23, 2019

I ntroduced by Sens. BAILEY, ADDABBO, COWRI E, HOYLMAN, MONTGOMERY, PARK-
ER, PERSAUD, SAVINO -- read twice and ordered printed, and when print-
ed to be conmitted to the Comm ttee on Conmerce, Economic Devel opnent
and Smal | Busi ness

AN ACT to anend the economni c devel opnent |aw, the public authorities |aw
and the tax law, in relation to the establishnment of a state universi-
ty- based center for enployee ownership; and to repeal certain
provi sions of the econonic devel opnent |aw relating thereto

The People of the State of New York, represented in Senate and Assem
bly, do enact as foll ows:

Section 1. Section 104-a of the econonic devel opment |aw is REPEALED
and a new section 104-a is added to read as foll ows:

8 104-a. Establishnent of a state university-based center for enployee
ownership. Wth respect to enployee ownership, the departnment shal
establish a state wuniversity-based center for enployee ownership "the
center".

1. The center shall

(a) provide education and outreach to inform business owners about the
benefits of enployee ownership successions;

(b) organize workshops and conferences on enpl oyee owner ship
successi ons;

(c) prepare and distribute nmterials concerning enployee ownership
successi ons;

(d) provide initial consultation to business owners exploring the
possibility of transferring full or partial ownership to enpl oyees;

(e) provide a referral service to help business owners find | egal
financial, and technical advice in connection wth enployee ownership
successi ons;

(f) partner with key organizations, such as professional and trade
associations, financial institutions, unions, economc devel opnent

EXPLANATI ON- - Matter in italics (underscored) is new, matter in brackets
[-] is old lawto be onitted.
LBD05608- 02- 9



O©CoOoO~NOUP~WNE

S. 2184 2

organi zations, and other non-profit entities, to pronpte enployee owner-
ship successions;

(g) conduct investigations, research, studies, and analyses on the
subj ect of enployee ownership; and

(h) support the growth of associations of enployee-owned conpani es.

2. The center shall additionally provide support and access in govern-
nent relations, including providing access to information regarding
rules and regulations that relate to enployee ownership and devel op
proposals for changes in policies to pronote enpl oyee ownership

§ 2. Section 1836-a of the public authorities |law, as added by chapter
788 of the laws of 1983, is anended to read as foll ows:
§ 1836-a. Legislative findings. The legislature hereby finds and

deplares t hat [Lhe—hea#;h?—saLeLy—and—geﬂe+aL—ueLLa;e—ei—Lhe—p@epLe—eL

strengtheningthe —economc—bhase—of this gctatae] envlovee owner shi p
programis a mainstream aspect of the United States econony with approx-
imately thirteen and a half mllion workers participating in sone form
of enpl oyee ownership program at over seven thousand conpanies. The vast
majority of such prograns are the result of a transfer fromthe business
owners to the enployees and in accordance with federal law that seeks to
facilitate such transfers. Enployee ownership transfers are in the
interest of business owners, who seek to liquidate their ownership
interest and retire. Such transfers are also in the interest of the
enpl oyees, who gain the opportunity to ensure the future survival of the
firmand their jobs.

The legislature also finds and declares t hat enpl oyee- owned busi -
nesses are nore productive, enjoy increased sales, lower turnover rate
and greater longevity, offer better enploynent opportunities, and are
nore likely to retain jobs in-state and less likely to relocate out-of-
state. Enpl oyee-owned businesses also sustain the state tax base
through enpl oyee and corporate incone tax, while saving costs on unent
ploynment insurance and other state benefit prograns. It is the purpose
of this subtitle to anplify federal prograns in support of enployee
ownership at the state level through |oans and | oan guarantees that
provide financing for the conversion of existing businesses to enployee
owner shi p.

8 3. Subdivisions 3, 4, 5, 6, 7 and 8 of section 1836-b of the public
authorities law, subdivisions 3, 6, 7 and 8 as added by chapter 788 of
the laws of 1983, subdivisions 4 and 5 as anended by chapter 805 of the
| aws of 1985, are anended to read as foll ows:

3. "Eligible project" neans the acquisition [er—+ehabilitation] by an
enpl oyee ownershi p associ ati on of an existing [rdustial—or—manRuiacti—
Hg—plant] business located in this state for the purpose of operating
it as an enpl oyee-owned enterprise.

4. "Enpl oyee ownership association® nmeans a corporation limted
liability conpany, trust, or other association fornmed by or on behal f of
the enployees of [an——+ﬂdHsL#+aL——e;——aanu#ae%u;+ng—p#anp] a busi ness
located in this state for the purpose of assum ng ownership or contro
of the [plant] business and operating it as an enpl oyee-owned enterprise
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or as a worker cooperative as defined in section eighty-one of the coop-
erative corporations |aw.

5. "Enpl oyee-owned enterprise” means a business in which the enpl oyees
are represented on the board of directors or nmanagers and the enpl oyees
control the majority of the voting stock or nenber interest, or if the
business is held in a trust which controls the mgjority of the voting
stock or nenber interest, the trustees are el ected by the enpl oyees. The

term "enpl oyee-owned enterprise” shall also refer to a worker cooper-
ative as defined in section eighty-one of the cooperative corporations
| aw.

8-] Project cost" includes all reasonable and necessary costs to be
incurred in the course of an eligible project, including [ary—antie—
pat-ed—acgu-sition-] the fair market value of the business interest to
be acquired, as well as costs for any additional construction, |and
acqui sition, inprovenents, equipnent, pertinent rights and easenments,
and associ ated technical, engineering, |legal and financial services.

8 4. The opening paragraph and paragraphs (a), (b) and (d) of subdivi-
sion 1 and subdivision 2 of section 1836-c of the public authorities
| aw, as added by chapter 788 of the |laws of 1983, are anended to read as
fol | ows:

Any enployee omnershlp aSSOC|at|on nay apply to [a——LesaL——de#eL@pnanL

Leeaped] the authorltv for an enployee omnershlp aSS|stance Ioan to be

used to help finance an eligible project. Such application nust include
a witten statenent fromthe entity from which the project is being
acquired, stating that such entity consents to the acquisition. The
application shall include [ir—-<detait]:

(a) [the—history—and—merbership] a description of the enployee owner-
ship associ ati on;

(b) [the—history—and —circunstances—of the planttobeacguired] a
description of the business;

(d) estimate of the nunber of jobs [te—be—saved—or—created—by—the
project] before and after the transaction; and

2. The application shall also include a detailed financial statenent
of [fuhdi-rg—parther] actual and anticipated financial participation in
the project, which shall include:

(a) the identity of all funding [partrers] sources; [and]

(b) the nature of the financial participation, which may include, but
is not limted to, seller notes, senior debt, junior debt, and equity
investment; and

(c) the terns of the financing agreenments with the funding [pariners]
sources, including any repaynent schedul es and finance charges to be
i ncluded in such agreenents.

8 5. Subdivision 1 of section 1836-d of the public authorities |aw, as
added by chapter 788 of the laws of 1983, is amended to read as foll ows:

1. have a higher level of funding fromthe funding [pariners] source
or financial participant;
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8 6. The section heading and subdivisions 1 and 3 of section 1836-e of
the public authorities |law, as added by chapter 788 of the |aws of 1983,
are anmended and two new subdivisions 5 and 6 are added to read as
fol | ows:

Loan agreenents and lending authority. 1. |If the authority approves
an application for a loan under this subtitle, the [
corporati+oen] authority may enter into a | oan agreenent with the enpl oyee
owner ship associ ati on whereby the [lecal—developrent—ecorporation]

authority agrees to loan to the enployee ownership association the
remai ni ng funds necessary for the eligible project.

3. The [lecal—developrent—corporation] authority may not enter into
any | oan agreenment unless the authority determ nes through an appropri-
ate nmethod that there is reasonabl e assurance of repaynent. The authori -
ty shall establish such requirenents or ternms as it nmay deem necessary
or desirable to secure the repaynent of the loan and to protect the
interests of the authority and the hol ders of its bonds.

5. (a) The authority may establish a trust fund account for the
purposes of providing a loan or |loan guarantee pursuant to the
provisions of this chapter. The initial deposit of funds to the trust
fund shall be in an anbunt to be determned by the authority but shal
not exceed one hundred nmllion dollars froman amunt otherw se avail -
able fromfunds appropri ated.

(b) The authority shall deposit into the trust fund all incone earned
fromthe noneys paid back fromloans to be used for additional |ending.

6. The authority shall nmake a |l oan decision or |oan guarantee deci-
sion, and informthe applicant of the authority's decision, no later
than thirty days after the authority receives the applicant's applica-
tion for an enployee ownership |loan or enployee owership |oan guaran-
tee. |f the authority requests that an applicant supplenent its applica-
tion by subnmitting additional information. the authority shall have an
additional fifteen days after receiving the additional information by
which the authority nmust nmake a | oan decision or a |oan guarantee deci-
sion and informthe applicant of the authority's decision.

8 7. Subsection (c) of section 612 of the tax |aw is anmended by addi ng
a new paragraph 44 to read as follows:

(44) One hundred percent of the capital gains fromthe sale of stock
or nenber interest from a New York corporation or limted liability
conpany to an enpl oyee-owned enterprise., as defined in subdivision five
of section eighteen hundred thirty-six-b of the public authorities |aw
In order to qualify for such nodification as described in this para-
graph, such enpl oyee-owned enterprise nust have its commercial donicile
in New York. If the enployee-owned enterprise is an "enployee stock
ownership plan.," it nust conply with federal requirenments as such plan
is defined in 26 U.S.C. 8§ 4975(e) (7).

8 8. This act shall take effect imediately; provided, however, that
section one of this act shall take effect on the one hundred eightieth
day after it shall have becone a | aw.




