
In This Issue:
Anti-Poverty Policies in the States . . . . . . . . . . . . . . . . . 5
President Obama’s  “Buffett Rule” . . . . . . . . . . . . . . . . . 6
ITEP Successes in the States . . . . . . . . . . . . . . . . . . . . . 7

CTJ-ITEP Corporate Tax Study Changes the 
Debate Over Tax Reform 

By the night of November 2, CTJ and ITEP staff couldn’t have slept even if we wanted to. We had to stay up past
midnight and witness our big report on corporate tax avoidance as it went public.  All week we’d worked late,

eating take-out in our conference room, putting finishing touches on the web site and preparing the report for
journalists to get an early look. 

By 12:01 A.M., on November 3rd, we learned that our corporate study, two years in the making, was already
being covered by the New York Times, the Washington Post, and several wire services. By the next morning, we saw
the study covered in all the national newspapers, at major news websites and on CNN, which did a great segment
featuring CTJ director Bob McIntyre. As a result, White House staff invited us to discuss our findings with them
and we understood that those two years of work were well worth it. 

By November 4, the shockwaves from our bombshell study, Corporate Taxpayers and Corporate Tax Dodgers, 2008-
2010, had reached every part of the country. Papers in Atlanta, Boston, St. Louis, Kansas City, Seattle, Palm Beach,
Madison and countless other cities reported our findings that Fortune 500 companies that were profitable over
the last three years only paid about half of the official federal corporate income tax rate, and 30 of those
companies had negative tax rates. Rachel Maddow cited our report on MSNBC, and soon Occupy Wall Street
protestors demonstrated against of some of the most egregious corporate tax dodgers identified in the report. 

Small business organizations and public interest groups published op-eds over the following week citing our
report and demanding that Congress close the tax loopholes that allow corporations we’ve identified to avoid
paying their fair share. By the third week of November, business and finance experts were still citing our study
approvingly in the Washington Post and elsewhere. 

Explosive Findings Point to Alternative to Slashing Public Services 
One reason the study’s conclusions are so arresting is that lawmakers and the President are locked in a battle
to reduce the budget deficit and yet neither the President nor the leaders of either party in Congress have
proposed to collect more tax revenue from corporations. Even President Barack Obama has discussed reforming
the corporate tax code in a way that would be
“revenue-neutral,” meaning that corporate tax
loopholes would be eliminated but all the resulting
revenue savings would be given back to corporations
through a reduction in their tax rate.           

Continued on page 2.
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The CTJ-ITEP study shows how misguided this
approach is. Corporations and their lobbyists
complain that the statutory corporate tax rate
is 35 percent, among the highest in the
developed world, but our study demonstrates
that the effective tax rate (the percentage of
profits that corporations actually pay in taxes)
is around half of that because of the various
tax loopholes they enjoy.

Campaign to Convince Congress to Crack Down
on Corporate Tax Dodging
The CTJ-ITEP study on corporate taxes is the
most recent component of our long-term
effort to prod lawmakers to raise revenue by
closing corporate tax loopholes. 

Throughout 2011, we used several strategies
to explain how Congress can raise revenue
from corporations, including reports and fact
sheets for Congressional staff, testimony
given before the Senate Budget Committee,
op-eds published in USA Today and other
publications, and about 50 meetings
organized and led by CTJ with allied
organizations and Congressional staff. 

In May, about 250 organizations, including groups from every state, signed a letter distributed by CTJ calling on
Congress to close corporate tax loopholes and use the revenue
saved to address our fiscal problems and make needed public
investments (to enact “revenue-positive” corporate tax reform,
in other words). 

In October, CTJ and several other national organizations and
labor unions signed onto a letter that spelled out in more
detail how Congress should reform the corporate tax and
urged lawmakers to reject proposals (favored by many on the
Hill) that would make it easier for corporations to shift
investments offshore.

We plan to continue to work with these organizations to
speak out in favor of a corporate tax reform that raises the
revenue America desperately needs for public investments. 

Highlights of Corporate Taxpayers and Corporate Tax Dodgers:

# The average effective tax rate for all 280 companies in the study
over the three year period was 18.5 percent; for the period 2009-2010
it was 17.3 percent, less than half the statutory rate of 35 percent.

# 78 of the companies enjoyed at least one year in which their federal
income tax was zero or less.

# 30 companies enjoyed a negative income tax rate over the entire
three year period on their combined pre-tax profits of $160 billion.

# Total tax subsidies given to all 280 profitable corporations amounted
to $222.7 billion from 2008-2010.

# Wells Fargo topped the list of 280 U.S. corporations receiving the
most in tax subsidies, getting nearly $18 billion in tax breaks from the
U.S. treasury in the last three years.

# Financial services received the largest share (16.8 percent) of all
federal tax subsidies over the last three years. More than half of
federal corporate tax subsidies for companies in the study went to four
industries: financial services, utilities, telecommunications, and oil, gas
& pipelines.

# The top ten defense contractors saw their combined tax rate decline
from 19.3 percent in 2008 to a mere 10.6 percent rate in 2010.

Warren E. Buffett, take note. It is not just a few
wealthy individuals paying unusually low taxes
to the federal government. Corporate America is
not far behind. A comprehensive study released
on Thursday found that 280 of the biggest
publicly traded American companies faced federal
income tax bills equal to 18.5 percent of their
profits during the last three years — little more
than half the official corporate rate of 35 percent
and lower than their competitors in many
industrialized countries.

New York Times
November 3, 2011
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Details about Corporate Tax Dodgers
For many people familiar with our work on corporate taxes,
the November 3 release of the major CTJ-ITEP study
represents closing arguments in our year-long prosecution
of corporate tax loopholes. The final and most compelling
evidence is the listing of specific examples of corporations
using loopholes to reduce their taxes and even receive
refund checks from the IRS. 

One of the major tax dodgers identified in the CTJ-ITEP
report is Honeywell, whose CEO David Cote was appointed
by President Obama to serve on the National Commission on
Fiscal Responsibility and Reform (often called the
“Bowles-Simpson Commission”). 

As a member of the commission, Cote voted in favor of a broad plan that would rely on spending cuts to achieve
two-thirds of its deficit reduction goal and revenue increases to achieve just one-third of that goal, a plan that
was panned by CTJ and others. The deal also included “tax reform” that clearly would not raise taxes on
corporations overall.

In April, Cote spoke at a public event about the budget deficit where he was asked twice about a press release
issued by CTJ that morning explaining that Honeywell did not pay any corporate income taxes in 2009 or 2010
and paid very low taxes over the past several years despite its profits. Within a matter of hours, Honeywell sent
a letter to CTJ complaining about our “misunderstandings and misrepresentations” and then essentially
conceding that the company correctly reported large profits to its shareholders for the last two years but used
available tax loopholes to report losses to the IRS. 

The defense contractor Boeing is another example of a corporate tax dodger identified in our report. In June,
James Zrust, vice president of tax for Boeing, testified before the House Ways and Means Committee in favor of
a steep reduction in the corporate income tax rate. One member of the committee, Congressman Pete Stark of
California, cited a short report from CTJ (a preview of our major study) explaining that Boeing’s effective
corporate tax rate was already negative. 

Boeing made $9.7 billion in profits over the 2008-2010 period
but received $178 million from the IRS over that period, for
an effective corporate income tax rate of negative 1.8 percent.
How much lower does Boeing think its effective tax rate
should be? Interestingly, Boeing actually had negative
effective tax rates in all three of those years. 

Another example is General Electric (GE). This company’s
nearly 1,000-person tax department has managed to achieve
a negative tax rate for years, partly by lobbying Congress for
more tax loopholes. According to the New York Times , the
director of GE’s tax department at one point literally

The report, compiled by the nonprofit groups
Citizens for Tax Justice and the Institute on
Taxation and Economic Policy, was published as
corporations and White House officials have
pushed for a reform of the corporate tax code.
Powerful business lobbying groups, including the
Business Roundtable, have said they want
lawmakers to lower the overall 35 percent tax
rate in exchange for closing some loopholes.

Washington Post 
November 3, 2011

Advocates for reducing U.S. corporate tax rates
argue that lower corporate rates charged in
other countries impede American
competitiveness. Yet a new study finds that many
of the nation’s top companies are already paying
less in U.S. taxes on their pretax profits than
they do overseas.

CBS News
November 3, 2011
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“dropped to his knees” in the House Ways and Means office as he begged for — and won — the extension of
a tax cut for financing through offshore subsidiaries.

Early this year, President Obama appointed GE’s CEO, Jeffrey
Immelt, to be chairman of his Council on Jobs and
Competitiveness, which is to give “advice to the President on
continuing to strengthen the Nation’s economy and ensure the
competitiveness of the United States.” As more revelations of
GE’s tax dodging became public during the spring, former U.S.
Senator Russ Feingold launched a petition calling on Immelt
to resign from his position as chairman of the council. 

It would be impossible to talk about corporate tax dodging
without also mentioning the big banks. Our study found that the financial industry as a whole had an average
effective federal income tax rate of 15.5 percent for the 2008-2010 period and Wells Fargo’s rate was -1.4
percent. Wells Fargo also topped the list of companies with the largest tax subsidies, receiving $17.9 billion in
tax subsidies over that three-year period.

A significant factor in their low tax rate is the deduction of net operating losses (NOLs) that were bought in the
Wachovia acquisition. Tax law normally limits the deductibility of acquired NOLs, in order to keep companies
from acquiring other companies just to reduce their taxes, but the Bush Treasury Department gave Wells Fargo
a one-time exception from those rules. Congress quickly passed a law to prohibit Treasury from granting those

exceptions in the future, but the law does not apply
retroactively, which means Wells Fargo continues to
enjoy the tax savings from Wachovia’s NOLs. 

Cut Medicare, or Make GE Pay Taxes? 
Our work changes the debate over tax reform and
budget deficits — a debate that will go on long after
the expiration of the Congressional “super committee”
established to address our fiscal problems. The CTJ-
ITEP study begs the question: Should we balance the
budget by cutting Medicare, education and
environmental protection, or by making our most
profitable corporations pay their fair share in taxes? 

So, the next time you hear a member of Congress say
that he or she has no choice but to cut the services that you depend on, you call that lawmaker’s office and say,
“I pay more in federal taxes than GE, Honeywell, Boeing, Wells Fargo and dozens of other corporations combined.
Don’t tell me I have to sacrifice while you continue to lavish subsidies on these corporations!” —

As lawmakers contemplate an overhaul of the
corporate tax code again this year, the CTJ
report may provide ammunition to Democrats
who have repeatedly argued that large
corporations and high-income taxpayers should
pay their “fair share” of taxes.

Congressional Quarterly
November 3, 2011

Business leaders regularly kvetch about the U.S.
corporate tax rate, which, at 35 percent, is in fact one of
the highest in the developed world. But hardly any
company pays taxes at that rate. A recent study by
Citizens for Tax Justice found that after deductions and
exemptions, the effective federal tax rate on 280 big
companies between 2008 and 2010 was 18.5
percent—barely half the official rate. Some companies
paid no tax, even though they were profitable.

U.S. News and World Report
November 14, 2011
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Coinciding with the Census Bureau’s September release of 2010 state-level data on poverty, ITEP published a
comprehensive state-by-state review of tax policies that can make the difference between falling behind and
getting ahead for 46.3 million low-income Americans. 

ITEP’s report, State Tax Codes As Poverty Fighting Tools, found that four states (Maine, Michigan, Minnesota, and
Wisconsin) recently raised taxes on the working poor by reducing targeted tax credits, and seven states (Alaska,
Alabama, Florida, Mississippi, Nevada, Tennessee, and Texas) offer no anti-poverty tax credits at all.

The report reviews four simple anti-poverty policy fixes and explains how they can be quickly implemented to
reduce the impact that taxes have on those families and individuals living at or near poverty levels. Those four
tools are: Earned Income Tax Credits; property tax “circuit breakers;” targeted low-income tax credits; and
child-related tax credits.  

The report also includes a comprehensive appendix showing which states offer these anti-poverty tax policies
and where there is room for improvement.

The new ITEP report is available online: http://www.itepnet.org/poverty2011.php —   

ITEP Weighs in on Anti-Poverty Policies in the States

Stay in Touch with CTJ & ITEP

Here is how you can keep up on the latest news and research about tax fairness from Citizens for Tax Justice
and the Institute on Taxation and Economic Policy:

CTJ’s Weekly Digest
Sign up to receive CTJ’s Tax Justice Digest, our weekly email summary of state and federal tax fairness news,
by visiting www.ctj.org/digest_signup.php

Facebook
Become a fan of CTJ: www.facebook.com/taxjustice 

Twitter
Follow CTJ at www.twitter.com/TAXJUSTICE

YouTube
Watch CTJ staff debate tax issues on YouTube: www.youtube.com/citizens4taxjustice
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In September, President Barack Obama proposed what he calls the “Buffett Rule,” the “guiding principle” that
the super wealthy should not pay a lower rate of federal tax than the middle class.

Warren Buffett has long criticized the loopholes in the tax code that allow him to pay an effective tax rate of 17.4
percent while his secretary who earns $60,000 a year pays an effective tax rate around 30 percent. The Buffett
Rule is the idea that the tax rules should be changed to reduce or eliminate this unfairness.

Anti-tax lawmakers and pundits immediately attacked the Buffett Rule with misleading arguments. For example,
they asserted that because millionaires pay a
higher percentage of their incomes in federal
taxes on average than middle-class people, the
problem cited by Warren Buffett does not exist.
Of course, neither President Obama nor Mr.
Buffett ever claimed that all millionaires pay
lower effective federal tax rates than the
middle-class. The point is that a particular class
of millionaires — those who live on investment income that is taxed far less than wages — do pay effective tax
rates that are lower than those paid by many working class Americans. 

For years, CTJ has pointed out how investment income is under-taxed and has pushed for ending this unfair
preference. First, two key types of investment income (long-term capital gains and qualified stock dividends) are
subject to lower tax rates under the federal personal income tax. Second, investment income is not subject to
the Social Security payroll taxes that apply to most wages that working people earn.

This results in two types of unfairness. The first is that two people with the same income can pay a different
percentage of their income in federal taxes just because one person lives off investments while the other works
for a living. 

The second type of unfairness, which is even more alarming, occurs when a person living off investments pays
a smaller percentage of income in taxes than a person who is less well off and works for a living.

CTJ issued several reports in the fall of 2011 that demonstrated the unfair results of these tax preferences. One
report compared taxpayers who make between $60,000 and $65,000 a year (taxpayers similar to Mr. Buffett’s
secretary) with taxpayers who make $10 million a year. We found that only around 2 percent of the first group
(those with incomes in the $60,000-$65,000 range) receive most of their income from investments. But in the
latter group (those who make at least $10 million), about a third receive most of their income from investments,
and as a result, pay a smaller percentage of their income in federal taxes, on average, than most of the taxpayers
in the $60,000-$65,000 group. CTJ’s reports have also explained the steps Congress can take to implement the
Buffett Rule and solve this problem.

CTJ and the other organizations we work with intend to keep the Buffett Rule alive as a driving principle behind
tax reform. As America struggles to pay for the public investments we need to rebuild our economy, at very least
we should ask those who have benefitted the most from the American system to pay their fair share. —

CTJ Fights for President Obama’s “Buffett Rule”

For years, CTJ has pointed out how investment
income is under-taxed and has pushed for ending
this unfair preference.
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In 2011 states continued to struggle with filling massive budget shortfalls amidst an anemic economic recovery.
Most tax justice advocates were placed in the difficult position of defending against draconian spending cuts,
and reformer Minnesota Governor Mark Dayton’s progressive income tax proposal was defeated. Yet, principled
lawmakers in a few states were able to shift the debate and focus on a balanced approach to closing state deficits
— an approach involving both spending cuts and tax hikes.  

ITEP’s team of analysts made important analytical contributions to the tax reform efforts in each of these states.
As a result, residents will not experience deep and damaging cuts to education, health care, or public safety. In
addition, ITEP assisted in countless other state legislative battles with varying degrees of success, and our team
of analysts are already working on proactive and progressive proposals for the coming legislative session.

District of Columbia
In 2010 and 2011, ITEP authored two reports taking aim at itemized deductions — some of the largest and most
regressive tax giveaways contained in state tax codes.  Following the release of those reports ( Writing Off Tax
Giveaways and Don’t Give Up on Pease), the District of Columbia’s city council adopted one of ITEP’s
recommendations by phasing-out these deductions for high-income earners.  The council also chose to further
reduce the unfairness of DC’s tax code by enacting a new top tax bracket on incomes over $350,000.  They also
gradually eliminated an unusual tax break for DC investors holding other states’ bonds, and acted to implement
“combined reporting,” a measure designed to curb the ability of multi-state corporations to avoid the city’s
corporate income tax.

Hawaii
As in the District, Hawaii also acted to limit itemized deductions during the 2011 legislative session.  These
deductions are now both capped and phased-out for high-income Hawaii residents.  Among other changes,
lawmakers also eliminated an unusual deduction for high-income taxpayers: the state income tax deduction for
state income taxes paid.  The vast majority of states do not offer this deduction because it has no rationale as
state-level tax policy, and Hawaii’s governor rightly referred to it as an “absurdity in the tax code.”  

Connecticut
Connecticut Governor Dan Malloy and legislative leaders also bucked the anti-tax, anti-government, and deep
spending and tax cut trend rampant in most states. Instead, they enacted a budget plan that not only raises
substantial new revenue, but does so in a progressive and reform-minded manner. Connecticut’s tax package
includes increases in personal income taxes for the state’s best-off residents, a new 30 percent refundable state
Earned Income Tax Credit, an increase and expansion of the sales tax, a new ‘Amazon’ tax, a corporate income
tax surcharge, an estate tax hike, and increases in cigarette and alcohol taxes. 

Another noteworthy aspect of Connecticut’s budget is that it shares some of the revenue generated from the tax
increases with municipalities. Local governments will have additional revenue resources available and will no
longer have to rely almost exclusively on property taxes. 

ITEP’s full body of work can be found here: www.itepnet.org —

ITEP’s 2011 Successes in the States
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Help Us Build on Our 2011 Success as We Head into the Election of 2012

What a huge year for CTJ and ITEP. We’ve been all over the news — television, radio, and hundreds of articles.
We are now the ‘go-to’ organizations for lawmakers interested in exposing corporate tax avoidance,
understanding who ultimately pays or benefits under any given tax proposal, and learning how to preserve the
revenue we badly need for public investments. But we can’t continue without your help.  

We’re thrilled that Paul Krugman cited our work in dispelling the myth that half of Americans don’t pay taxes, the
New York Times editorial board used our figures on proposed tax increases for millionaires, and CNN featured CTJ
director Bob McIntyre and our recent report on corporate taxes. But it will be impossible for us to sustain this
kind of success without more funding.

And next year’s election will provide even greater opportunities for us to spread the message about tax fairness.
We’ll need to produce even more research and analyses to address the candidates’ tax proposals and statements.
In addition to that, many lawmakers will continue to claim that our budget deficit requires cuts in Medicare,
education, jobs programs and other investments we vitally need — all while they pledge to extend the Bush tax
cuts at a cost of over $5 trillion and ignore the tax loopholes that allow profitable corporations to avoid paying
anything!

So, as you plan your year-end contributions, we hope you will consider CTJ and ITEP, two organizations
that will have a very busy 2012. 

Citizens for Tax Justice
Institute on Taxation & Economic Policy
1616 P Street, NW
Suite 200
Washington, DC 20036

202.299.1066
e-mail: ctj@ctj.org
www.ctj.org
www.itepnet.org
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