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Why We Have a Corporate Minimum Tax

“The committee believes the tax system is nearing a crisis point. . . . [Clertain tax provisions allow
many corporations to pay relatively little Federal income tax, without stimulating investment and
production as intended. Many firms have made use of tax provisions to reduce their tax liability to zero,
and, in some cases, corporations with substantial book income obtain tax refunds.”
House Ways and Means Committee Report
On what became the Tax Reform Act of 1986 (Dec. 7, 1985)

“The committee finds it unjustifiable for some corporations to report large earnings and pay significant
dividends to their shareholders, yet pay little or no taxes on that income to the government.”

Senate Finance Committee Report

On its version of the same bill (May 29, 1986)

In the first half of the 1980s, the Reagan administration instituted an array of new
corporate loopholes, notably super-accelerated depreciation. The result was massive
corporate tax avoidance. Studies by Citizens for Tax Justice found that half of America’s
largest and most profitable corporations were frequently able to avoid paying any
income tax at all.
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Now, the corporate alternative minimum tax is under attack, from the same
companies whose tax-avoiding ways in the eighties are the reason for its existence. In
fact, these corporations want not only repeal of the alternative tax, but also a huge
increase in depreciation write-offs. That’s the same witches’ brew that produced the
corporate tax avoidance scandals of the eighties.

To read CT]J’s full 1985 report on Corporate Taxpayers and Corporate Freeloaders, go to
www.ctj.org/pdf/corp0885.pdf.




