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Chairman Pascrell, Ranking Member Kelly, and members of the subcommittee, thank
you for inviting me to testify and for this hearing on taxpayer fairness.

Who could read the recent New York Times reporting on the president’s taxes without
noting the unfairness of our tax system, which has come to favor the rich at the expense of hard-
working Americans? The articles revealed once again a system that accrues advantage to
advantage and compounds disadvantage with disadvantage. It offers tax breaks for income
received passively from investments while rigidly taxing income earned though toil. There’s no
commercial real estate loophole for the mom or dad who makes ends meet by riding the bus to
work and scrabbling for every opportunity to work overtime.

Not so for the wealthy. The system hedges risk for elites like Donald J. Trump, whose
father’s money opened the door for his investments.! President Trump and other similarly-
situated individuals get to carry over depreciation losses to avoid paying taxes for years and
years.>

The 2017 tax law has accelerated a trend of making things worse for regular people and
even better for the rich. That law, for example, took away the popular mortgage deduction and
capped real estate tax deductions for many homeowners. Estimates are that this loss “has
inflicted a trillion dollars of damage on homeowners — many of them middle class — throughout
the country.” But affluent investors can still deduct real estate taxes on commercial property.*
The new tax law goes further still and lets many commercial real estate investors use a deduction
meant for large employers, even if — like the president — they have only a small number of
employees.®

Incredibly, a person who earns under $20,000 and, therefore, claims the earned income
tax credit is more likely to be audited than someone who earns over $400,000.® When Congress
asked the Internal Revenue Service (“IRS”) why that is true, the IRS explained that it lacks the
resources it needs to take on wealthy tax filers.” In 2018, the New York Times ran a bombshell
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article on the tax practices of the Trump family, going so far as to raise troubling questions about
their legality.® The allegations were shocking, and President Trump has never adequately
addressed them.

Instead, the President has chosen to conceal his tax returns from the American people.
His refusal as a candidate and then as a president is a breach of a longstanding norm. In response
to President Nixon’s tax controversy, modern presidents have recognized and respected the need
to meet a heightened standard of disclosing their tax returns to the American people. In fact, not
only have all presidents since Nixon released their tax returns, all major political party nominees
since 1976 have done so—with the sole exception of Gerald Ford, who released summary data
on his taxes but refused to release his returns before the 1976 election and lost.® Unfortunately,
the Senate has refused to take up HR1, the For the People Act, which passed the House and
would have turned this norm into a law.°

If Congress had mandated the release of tax returns before now, we would have not had
to wait for the New York Times to reveal the details of the president’s filings. Despite the wealth
reflected in President Trump’s executive branch personal financial disclosure reports,'! the New
York Times reported last month that President Trump paid only $750 in taxes for 2016 and
2017.12 That’s significantly less than the average American with an adjusted gross income
between $20,000 and $24,900 paid in taxes for 2016*—this from a man who is estimated to
have spent over $140 million of taxpayer money on trips to his own golf courses.* That’s not tax
fairness.

The New York Times article also included details that raise questions about the legality of
President Trump’s tax avoidance.’ The article indicated that the IRS has been questioning the
legitimacy of his receipt of a $72.9 million refund based on a deduction President Trump may
not have been entitled to claim. The dispute appears to stem from his reported abandonment of
any interest in his Atlantic City casinos. Rather than abandoning it outright, he appears to have
received a 5 percent interest in its new owner—which could invalidate his claimed deduction and
force him to repay as much as $100 million to the IRS. Furthermore, the New York Times
indicates that, over a fifteen-year period ending before 2017, President Trump did not pay any
taxes at all for ten of the years, due largely to a massive carryover deduction for business losses
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one year. The paper also revealed that he deducted $70,000 for haircare—an amount that
exceeded the median household income in the United States in 2018.1°

For his part, President Trump declared the article “fake news.”!’” But he offered no
evidence to contradict it.*® All we have to evaluate his denial is his track record for candor or its
lack thereof.®

President Trump’s taxes may reveal a national security threat to the United States.
According to the New York Times article and Trump’s own public financial disclosure report, he
has massive debts — and many of them are about to come due. The article emphasizes that he
must repay or refinance over $300 million worth of debt in the next four years. Moreover, these
are only the debts we know about. The operations of the Trump Organization, an opaque
network of shell companies, are mysterious. Its revenue, losses, and debts are hidden from
Americans.

It is not at all clear how, or even if, President Trump will be able to repay his debts, nor is
it clear that his businesses can remain solvent. Trump has refused to provide the American
people the information necessary to reassure them that he is not financially vulnerable. It is safe
to say that, if President Trump were a regular executive branch employee, he probably could not
obtain a security clearance at any level. One critical factor in the National Security Adjudicative
Guidelines, which control the issuance of security clearances, focuses on financial
considerations, and President Trump’s financial situation, business dealings, and tax issues
would almost certainly raise a disqualifying security concern.?’® Americans have to worry about
what President Trump could do to curry favor with those who might help him repay the more
than $300 million worth of loans that will come due in the next four years.?

This is not idle speculation.?? It stems from the original sin of this administration:
President Trump’s refusal to divest his conflicting financial interests.?® All presidents elected
since enactment of the Ethics in Government Act in the post-Watergate era either divested their
interests, placed them in blind trusts, or limited themselves to the types of nonconflicting assets
that cabinet officials are permitted to hold.?* All, that is, except for President Trump.
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He kept his conflicting financial interests and set about monetizing the presidency. He
has garnered publicity for his properties by visiting them frequently — 503 times and counting in
under four years.?® He has used many of these trips as taxpayer-funded publicity for his business,
talking about them on camera and bringing foreign leaders to them.® President Trump has
charged the Secret Service for visiting his properties while protecting him.?” He and members of
his administration, including Vice President Mike Pence and U.S. Ambassador to the United
Kingdom Woody Johnson, have gone out of their way to stay at his overseas properties.?® He
doubled the initiation fee at his Mar-a-Lago resort after he was elected, and he has appointed
paying members of his properties to senior government posts.?°

This weekend, the New York Times published further details of its investigation into
President Trump’s taxes. The paper “found over 200 companies, special-interest groups and
foreign governments that patronized Trump’s properties while reaping benefits from him and his
administration” during his time in office.®° The article recounted how President Trump leveraged
the presidency to advance his political ambitions, blurring lines between his official
responsibilities and his personal interests: he was in attendance at 34 fund-raisers that took place
at his properties, bringing them $3 million in revenue. “Sometimes, he lined up his donors to ask
what they needed from the government.” The New York Times offered specific examples in the
article of instances when individuals and businesses or other entities sought to curry favor with
President Trump by patronizing his businesses, including instances when favorable
governmental action followed either payments to the Trump Organization or contributions in
support of his candidacy.

President Trump’s business activities have also violated the Emoluments Clauses of the
U.S. Constitution.3! These clauses of the nation’s governing document were the very first
government ethics restrictions for a reason. As I have written before, “[f]oreign interference in
the American political system was among the gravest dangers feared by the Founders of our
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nation and the framers of our Constitution.”” It renders government officials vulnerable to the
influence of foreign powers intent on harming the United States.

To quote the New York Times article from last month, “When he took office, Mr. Trump
said he would pursue no new foreign deals as president. Even so, in his first two years in the
White House, his revenue from abroad totaled $73 million. And while much of that money was
from his golf properties in Scotland and Ireland, some came from licensing deals in countries
with authoritarian-leaning leaders or thorny geopolitics — for example, $3 million from the
Philippines, $2.3 million from India and $1 million from Turkey.””®

These revelations resonate because they arise in the context of many more unanswered
questions about foreign financial ties. Take President Trump’s abrupt reversal on ZTE, a
telecommunications company linked to the Chinese government.3* The U.S. government had
imposed sanctions on ZTE for violating U.S. law by selling equipment to North Korea and Iran,
then trying to cover up the violations.®® But on May 11, 2018, a Chinese government-controlled
company announced that it would lend $500 million to a project in which the Trump
Organization was involved.*® On May 13, President Trump tweeted: “President Xi of China, and
I, are working together to give massive Chinese phone company, ZTE, a way to get back into
business, fast. Too many jobs in China lost. Commerce Department has been instructed to get it
done!”3” What motivated this abrupt reversal is an unanswered question.®

Indeed, Citizens for Responsibility and Ethics in Washington (“CREW”), an organization
| co-founded and formerly chaired, has documented over 3,400 conflicts of interest afflicting the
President—foreign and domestic. The New York Times reporting sheds important new light on
this profoundly troubling pattern.

In sum, our tax code allows excessive tax avoidance and tax evasion, and that needs to
change. The tax loopholes and tax breaks that wealthy individuals like President Trump exploit
should be closed. The IRS deserves adequate funding to make tax audits a credible deterrent
against exploitation, and it should stop its practice of auditing poor and middle-class Americans
more frequently than it audits the wealthy. Our tax system should reward work, not wealth.

This is a matter of equity. America is long overdue for a fairer tax system. There is an
overlap with governmental conflicts of interest, as well. As Richard Nixon ironically declared,
“people have got to know whether or not their President is a crook.”*® Requiring presidents to
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disclose their tax returns to the public, investigating any suspicion of tax evasion, and holding
them accountable for any proven wrongdoing would be a down payment on making the system
fairer. Faith in the tax system also requires the president to model exemplary behavior in paying
taxes. Instead, Donald Trump is the face of this broken system. It is one that is overdue for
repair—in the name of fairness.



