March 21, 2013
Dear Senator,

We write to ask you to join as a cosponsor of the Cut Unjustified Tax Loopholes Act (S. 268), introduced by
Senators Carl Levin (D-MI) and Sheldon Whitehouse (D-Rl). This bill would close a myriad of corporate tax
loopholes that serve no public purpose and would raise at least $190 billion over ten years. We urge the Senate
leadership to include the provisions of this bill in any budget deal struck this year. The legislation tackles offshore
tax loopholes that allow and even encourage many large U.S. companies to shift U.S. jobs and profits to offshore
subsidiaries. Corporations that benefit from all of the advantages of doing business here are able to use creative
tax planning to avoid paying taxes on income legitimately earned in the United States.

As federal revenues from corporations hover at multi-generational lows, cracking down on offshore tax abuses
should be at the top of the Congressional “to do” list. The Senate Permanent Subcommittee on Investigations has
estimated the cost to taxpayers of tax-avoidance schemes involving tax havens at $100 billion annually. New
estimates put the amount of lost revenue as high as $150 billion: $90 billion from corporate tax avoidance and
$40-$70 billion from individual tax evasion. Tax haven abuse is widespread: at least 83 of America’s top 100
publicly traded companies have subsidiaries in offshore tax havens, according to the GAO. Some of these
subsidiaries are nothing more than P.O. boxes. In fact, 18,857 corporate ‘headquarters’ are registered at one
modest five-story building in the Cayman Islands.

This is also a jobs problem. At a time when far too many Americans are facing unemployment, our tax code is
rewarding U.S. corporations for moving and operating abroad rather than in the U.S. It allows corporations to
immediately deduct some of their expenses for moving and operating those overseas facilities even though the
companies can defer U.S. taxes on the offshore profits indefinitely. The CUT Loopholes Act would promote
investments in American jobs by removing some of these incentives.

The non-partisan Congressional Research Service recently found that U.S. multinational corporations reported
“profits” in offshore tax havens that far-exceeded the entire economies of those tax havens. For example, in 2008,
U.S. multinational corporations’ reported profits in Bermuda and the Cayman Islands exceeded 645% and 545% of
those tax havens’ GDPs, respectively. After surveying the multinational corporate profits reportedly from tax
havens, that report found “these numbers clearly indicate that the profits in these countries do not appear to
derive from economic activities related to productive inputs or markets, but rather reflect income easily
transferred to low-tax jurisdictions.”

Here is an example of how these loopholes work. A recent investigation by the Senate Permanent Subcommittee
on Investigations found that Microsoft avoided $4.5 billion in federal income taxes over three years by using
sophisticated accounting maneuvers to artificially shift its income to tax-friendly Puerto Rico. The company sold
certain intellectual property rights to its Puerto Rican subsidiary. Now the parent company pays that subsidiary
47% of the revenue generated from its American sales despite the fact that its products were developed and sold
in the U.S.

Businesses should compete based on the quality of the products and services they offer, not on the cleverness of
their tax attorneys in exploiting loopholes like these. Tax haven abuse by large multinational corporations puts
small businesses —and even large domestic businesses — at a competitive disadvantage in the marketplace. Along
with individual filers, they must shoulder the extra tax burden through higher taxes, a reduction to public services,
or a larger share of the federal. A 2012 U.S. PIRG report found that the average extra tax burden shifted to just one
ordinary taxpayer due to tax haven abuse adds up to $426 per year. If small businesses were to make up for the
revenue lost just from the corporate abuse of tax havens, each small business in America would have to pay
$2,116. It is time for Congress and President Obama to correct this imbalance and make sure multinational
corporations are contributing their share.



Offshore tax loopholes create winners and losers. The winners are multinational corporations, usually in financial
services, high tech, and pharmaceutical industries. The losers are those businesses who stay here in the U.S. and
those who can’t afford to hire expensive tax planners and lobbyists. Those on the losing end of these loopholes

include retailers, small businesses, and ordinary taxpayers, who are forced to pick up the tab for tax haven abuse.

Due to the substantial loss of revenue, governments at all levels, here and around the world, cut programs and
jobs that are critical to economic recovery and growth. We are finally seeing international bodies such as the
European Union, the G-20 and the Organization for Economic Cooperation and Development and government
leaders from U.K. to India taking action. The United States should be leading these efforts, not following and
certainly not ignoring the fact that these stateless corporations are not going to act until we eliminate these
loopholes for good. Additionally, by closing these corporate tax loopholes we send a message around the globe
that corporate tax avoidance is unacceptable whether it be in the developing or developed world.

As Congress looks for ways to reduce the federal deficit and debates tax reform proposals, members should start
with the elimination of these loopholes, which could raise as much as $1.5 trillion in revenue over the next ten
years. Policies that would close a number of the most egregious of these offshore tax loopholes are included in
the Cut Unjustified Tax Loopholes Act (S. 268). The Levin-Whitehouse bill would end incentives that encourage the
offshoring of jobs and profits.

Diverse constituencies, including small business, labor, faith, and public interest groups support closing these
loopholes. We urge you to stand with taxpayers by joining as a co-sponsor of the Cut Unjustified Tax Loopholes
Act and urging your leadership to close these loopholes as part of any budget agreement made in the next year.
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