Congress of the United States

Washington, BDE 20515

February 3, 2025

The Honorable Donald J. Trump
President

United States of America

1600 Pennsylvania Avenue NW
Washington, DC 20220

Dear President Trump,

We appreciate the day one Executive actions you issued on January 20™, 2025, specifically, those relating to the
egregious actions taken by the Organization for Economic Co-operation and Development (OECD)' and
discriminatory taxes aimed at U.S. businesses.” As members of the House Committee on Ways and Means, we
stand ready to work with you and your Administration to defend U.S. sovereignty and protect the American tax
base from extraterritorial taxes.

Your first Administration and the 115" Congress recognized that certain tax planning activities, specifically
profit shifting and base erosion, hampered U.S. economic growth and Treasury revenues. As such, we
completely overhauled the U.S. international tax system in the Tax Cuts and Jobs Act (TCJA) in 2017, creating
the Global Intangible Low-Taxed Income (GILTI), the first global minimum tax, and Base Erosion and Anti-
abuse Tax (BEAT) regimes to ensure both foreign and domestic companies paid a minimum level of tax. At the
same time, we lowered the U.S. corporate tax rate, encouraging companies to place more activities and
operations in the Unted States. TCJA proved extremely successful, not only stopping corporate inversions, but
also increasing U.S. corporate tax revenue beyond all projections.

Around the same time that TCJA was enacted, many countries began considering unilateral Digital Services
Taxes (DSTs), targeting large, mostly U.S.-headquartered companies. Given this patchwork of unprecedented
extraterritorial taxes threated U.S. innovation, your first Administration engaged with the OECD in the Base
Erison and Profit Shifting (BEPS) 2.0 project. While the initial goal of BEPS 2.0 was to address the DST issue,
it transformed into a much broader Two-Pillar inclusive framework: Pillar 1 attempting to address DSTs and
Pillar 2 attempting to create a global minimum tax. By the end of 2020, because of your Administration’s
leadership, thoughtful negotiations on Pillar 1 were underway, and the co-existence of the U.S. international tax
system (GILTI) with Pillar 2 was assumed.**

' U.S. President. 2025. Executive Memorandum. The Organization for Economic Co-operation and Development (OECD) Global Tax
Deal (Global Tax Deal). https://www.whitehouse.gov/presidential-actions/2025/01/the-organization-for-economic-co-operation-and-
development-oecd-global-tax-deal-global-tax-deal/

2U.S. President. 2025. Executive Memorandum. America First Trade Policy.
https://www.whitehouse.gov/presidential-actions/2025/01/america-first-trade-policy/

® An interview with then OECD Center for Tax Policy Administration Director Pascal Saint-Amans, published on May 22, 2020,
reported: “Agreement on pillar 2 is ‘a no-brainer,” especially since the United States has introduced the global intangible low-taxed
income provision of the Tax Cuts and Jobs Act, according to Saint-Amans. ‘Assuming that GILTI would be grandfathered, which we
see as something quite obvious to happen, you [don’t necessarily have] many countries objecting to pillar 2,” he said, although some
countries like China do have concerns. As a result, “there is a fair chance to see something very significant in October on pillar 2,” he
added.

* The revenue estimates in the October 2020 OECD Economic Impact Assessment assumed GILTI regime as enacted would ‘co-exist’
with Pillar 2.



https://urldefense.com/v3/__https:/www.taxnotes.com/featured-news/politicians-refocusing-global-tax-reform-talks-oecd-tax-chief-says/2020/05/21/2ck66__;!!FtR4BK4x7WL3xYs!4ADgZHGdEfI0RZq5iq32mXIp7W9Ln29TXNvCfGz4JL9QJ-61Pb2vTWLtvSkiTsjEAgKBCjnKJZYb4f6UoxrnoQ$
https://urldefense.com/v3/__https:/www.oecd-ilibrary.org/docserver/0e3cc2d4-en.pdf?expires=1691160741&id=id&accname=guest&checksum=F4C8D3B69755B40ADB322D8635B30195__;!!FtR4BK4x7WL3xYs!4ADgZHGdEfI0RZq5iq32mXIp7W9Ln29TXNvCfGz4JL9QJ-61Pb2vTWLtvSkiTsjEAgKBCjnKJZYb4f6lJRacHA$
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Since 2020, the recently denounced Biden Administration repeatedly refused to consult with Congress on
negotiations and chose America last. Instead of completing negotiations on Pillar 1, their focus shifted to Pillar
2. To the detriment of the United States, the armchair academics at Biden’s Treasury Department attempted to
undermine TCJA and prevent Congress from exercising its exclusive Constitutional authority” to set American
tax policies through legislation.

The concessions made by the Biden Administration were inept, numerous, and disastrous. First, they assented to
the creation of the Undertaxed Profits Rule (UTPR), which allows foreign nations to impose a tax on the
domestic income of U.S. companies and their foreign subsidiaries, regardless of any connection between the
U.S. company and the foreign country imposing the tax. The continued existence of this foundational and
extortionary threat at the heart of Pillar 2 violates U.S. sovereignty and our legitimately ratified tax treaties.
Second, they failed to protect certain benefits in our tax code, including the research and development tax credit
and Foreign Derived Intangible Income (FDII) deduction, while favorably treating similar European tax
incentives based on the arbitrary distinction of refundability. This ignores Congressional intent and handicaps
our ability to compete for businesses or address certain situations or crises that arise. Third, they joined the
OECD in advocating for countries to create a 15% “top-up tax” known as the Qualified Domestic Minimum
Top-up Tax (QDMTT) which applies only to large (disproportionately U.S.) companies. Finally, to literally put
America last, they created an ordering rule that placed other countries’ tax rights ahead of GILTI. The clear
result of the Biden Administration’s America last policy is foreign countries will collect more taxes at the
U.S.’s expense, increasing the U.S. deficit and draining the U.S. fisc, and, equally as important, depriving U.S.
companies of the resources need to grow their businesses.

On Pillar 1, the Biden Administration’s negotiators allowed for the reallocation of taxing rights over the income
of the largest 100 global companies, the majority of which are U.S. companies, irrespective of their digital
footprint. Additionally, U.S. business structures, specifically franchises, unrelated distributors, and split-
ownership, were not included in safe harbor guidance, subjecting U.S. companies to pay significantly more
taxes to foreign jurisdictions, predominantly European countries. Finally, Pillar 1 does not prevent unilateral
DSTs from existing concurrently with the agreement. The result is a system that is rigged against U.S.
businesses and drains tax dollars from the U.S. fisc.

We strongly reject the proliferation of extraterritorial taxes. Extraterritorial taxes occur outside of, and in
violation of, our existing global tax treaty network. Accordingly, there is no limitation on either the tax base or
the tax rate associated with such extraterritorial taxes nor is there a framework for dispute resolution.
Furthermore, extraterritorial taxes are poor tax policy as the jurisdictions imposing such taxes are not politically
accountable to the party being taxed.

We applaud the authorization of the use of Sec. 891 in response to UTPR and other extraterritorial and
discriminatory taxes and for requesting more retaliatory options from your Treasury department. As members of
the House Committee on Ways & Means, we are prepared to assist in this task by providing legislative tools to
your Administration, beginning with H.R. 591, the Defending American Jobs and Investment Act. This
legislation would add Sec. 899 to the Internal Revenue Code, which enacts reciprocal taxes on foreign countries
that target American companies with extraterritorial or discriminatory taxes. Your Administration, with

* The Constitution of the United States, Article I, Section 8, Clause 1
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legislative support from Congress, should be able to strongly and unambiguously retaliate against countries that
impose unfair taxation on U.S. companies until such taxes are repealed.

We firmly believe that every country, including the United States, has the sovereign right to address domestic
tax policy as they see fit. We must reject tax policy initiatives that benefit other nations and act in the interest of
our country and its citizens. Our constitution requires it and our citizens demand it.

In plain terms, the Biden Administration and their partners at the OECD not only failed to address the core
reason for the BEPS 2.0 project, extraterritorial DSTs, which continue to proliferate globally, but they then
conspired with unelected bureaucrats at the OECD to create a new extraterritorial tax in Pillar 2°s UTPR that
harms their own nation. While the damage done by the previous Administration is detrimental to the U.S., we
believe that your two Executive actions have helped amplify the resistance we have led for the past four years.
At this inflection point, we are ready to continue to work with your Administration to find a permanent solution
to these matters and to protect the U.S. economy, taxpayer, and business community.

Sincerely,
Ron Estes Vern Buchanan
Member of Congress Member of Congress
Adrian Smith’ Mike Kelly —
Member of Congress Member of Congress
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Member of Congress
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Member of Congress
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Mike Carey
Member of Congress
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Max L. Miller
Member of Congress
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Gregory F. Murphy, M.D.
Member of Congress

Claudia Tenney d
Member of Congress
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Randy Feenstra
Member of Congress
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Member of Congress
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Nathaniel Moran
Member of Congress



