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July 17, 2013

Dear Senator: 

Recently Senators Max Baucus and Orrin Hatch asked you to provide them with advice on how to achieve “a simpler, more efficient and fairer tax code.” They started with a “blank slate”—asking you “to formally submit legislative language or detailed proposals for what tax expenditures meet these tests and should be included in a reformed tax code, as well as other provisions that should be added, repealed or reformed as part of tax reform.”

As you prepare your submission, we strongly urge you to make several points that are explained in more detail in Core Tax Reform Issues in 2013, prepared by Americans for Tax Fairness, a diverse coalition of more than 300 national and state organizations.

· First, we can and should raise well over $1 trillion in new tax revenue from the wealthy and corporations over 10 years.  A primary goal of tax reform should be to raise sufficient revenues needed to meet our long-term fiscal challenges, reverse and prevent further cuts to critical benefits and services, and make needed investments to strengthen our economy and create jobs, not be used for more tax cuts. This position is embodied in the recently-passed Senate budget resolution, but it is absent from the Baucus-Hatch blank-slate rationale. Moreover, any revenues raised in tax reform must not come from budget gimmicks, but must be real and lasting. This means that revenues can’t come from highly uncertain “dynamic scoring” assumptions about the growth effects of tax reform. Revenue savings must not evaporate after the 10-year budget window, but must continue into future years. 

· Second, corporations must pay their fair share of taxes. Corporate tax reform needs to raise significant revenues and not be “revenue-neutral,” which would greatly increase the chance that the burden of deficit reduction falls on working Americans. In the deficit- reduction efforts so far, corporations have contributed almost nothing to help meet America’s fiscal challenges, while middle-class and vulnerable Americans have contributed almost $1 trillion through domestic spending cuts. Yet, corporate profits are at a 60-year high, while corporate taxes are near a 60-year low as a share of federal revenue – just 10% – according to the Office of Management and Budget. Moreover, the tax rate paid by America’s biggest and most profitable corporations has shrunk to a mere 12.6%, according to a new Government Accountability Office report – just one-third of the official corporate tax rate. 
· Third, tax breaks that encourage corporations to ship profits and jobs overseas should end. The United States must not adopt a corporate tax “repatriation” holiday or a “territorial” corporate tax system – measures that would provide a form of temporary and permanent tax amnesty, respectively, for companies that shift profits overseas. The simplest, most efficient and fairest solution to curb offshore tax loopholes would be to end deferral of active income of controlled foreign corporations, which permits U.S. companies to avoid paying taxes on overseas profits until they are brought back (“repatriated”) to the United States. As noted in the Joint Committee on Taxation tax expenditures report (Table 1, p. 30) cited by Sens. Baucus and Hatch, this is a huge corporate tax loophole that will cost $266 billion from 2013 to 2017, and about $600 billion over 10 years. Ending deferral and making those profits subject to U.S. taxation, whether booked in a tax haven or not, would eliminate the accounting gimmicks used to shield this income from federal taxation. If you are not prepared to go that far, a fallback position would be to support provisions contained in Sen. Carl Levin’s bill, the Cut Unjustified Tax (CUT) Loopholes Act, S. 268, which would raise $190 billion over 10 years by cutting numerous corporate tax loopholes that enable corporations to use tax havens and other offshore accounting gimmicks to avoid paying their fair share of taxes.

· Fourth, the wealthy must pay their fair share of taxes.  We must reform our tax code to raise significant new revenue from the richest 2% of Americans. The fiscal-cliff tax deal lowered tax rates for 99% of Americans and modestly raised them on just the richest 1%. Now it’s time to close tax loopholes that benefit the wealthy to raise additional revenue to meet our fiscal and investment needs, not to reduce tax rates once again for those who already receive the biggest tax breaks. 
Americans for Tax Fairness has prepared a tax reform options paper, which provides a more detailed explanation of the reforms cited above and many other loopholes that we urge Congress to close. 

We thank you for giving consideration to our request and look forward to working together in coming months to create a truly “simpler, more efficient and fairer tax code,” as urged by Senators Baucus and Hatch. 



