Support Revenue-Positive Changes to the Corporate Tax Code and
Oppose a Territorial Tax System

Letter signed by 515 National and State Organizations

December 18, 2012

The Honorable Barack Obama
The White House
Washington, D.C. 20050

Dear Mr. President:

We understand that you may be considering changes to the corporate tax system as part of a
deficit-reduction deal. If so, we ask you to do two things: 1) Ensure that corporations pay their
fair share to reduce the deficit by closing corporate tax loopholes and adopting changes to the
corporate tax code that result in significant additional revenues rather than “revenue-neutral”
reform, and 2) oppose adoption of a territorial tax system, which will encourage corporations to
shift U.S. jobs and profits overseas, further reducing revenues and undermining our economy
and families.

The corporate share of federal revenue was just 8 percent in 2011, having declined by 75
percent in the last 60 years, according to Office of Management Budget figures (Table 2.2).
Due to huge loopholes and other factors, dozens of big corporations paid no federal income
taxes in the last four years while reaping billions of dollars in profits, according to Citizens for
Tax Justice.? Overall, corporations paid an average effective tax rate of 25.6 percent between
1987 (the beginning of the last major corporate tax reform) and 2008 but just a 12 percent rate
in 2011, according to the Congressional Budget Office (Figure 4—3).3

Clearly change is needed to raise more revenue from corporations and to make the corporate
tax system fairer, especially to small businesses competing against large companies

and domestic companies competing against multinationals. It should start by closing loopholes
and eliminating tax-avoidance schemes involving tax havens, which are estimated to cost at
least $100 billion a year in lost revenue, according to a U.S. Senate Subcommittee.”

Tax loopholes allow too many large U.S. multinational companies to shift U.S. profits to
offshore subsidiaries and use creative accounting to avoid paying taxes on income legitimately
earned in the United States. Tax haven abuses benefit multinational corporations and Wall
Street banks at the expense of Main Street businesses, rewarding those that exploit the
cleverest loopholes, rather than create incentives for innovation and for investing in America.
A shift to a “territorial” tax system would exacerbate these problems, as corporations would
never have to pay tax on their offshore profits. This would give corporations even greater
incentives to move jobs and profits offshore —an outcome that voters in the 2012 election
clearly opposed. Edward Kleinbard, a former chief of staff of the Joint Committee on Taxation,
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recently likened a territorial tax system to a “repatriation holiday on steroids ... a sort of a
permanent repatriation holiday.” Instead, we urge you to close the loopholes that allow
corporations to avoid U.S. taxes by shifting profits offshore.

By closing loopholes and instituting revenue-positive corporate tax reform the deficit can be
reduced and unmet needs can be funded, from rehiring laid off teachers to rebuilding our
crumbling infrastructure. Those struggling to find work, keep their jobs, feed their families and
retire with the benefits they’ve earned should not be asked to sacrifice more, as corporations
contribute so little.
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