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By the end of this course you will:  
 
Å Gain an understanding of the US tax laws of 

global operations for US MNCs  
 

Å Discover how other countries may seek to tax 
local activities  
 

Å Explore the planning opportunities that may 
be available between the interplay of the US 
tax rules and the tax rules of other countries  
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The US uses a òhybridó taxing system related to 
cross - border income/taxpayers  

 
ƁWorldwide Income/Tax Credit System  
¶Applicable to US persons  

¶Worldwide income subject to tax  

¶Potential double taxation primarily mitigated with a 
foreign tax credit  

 
ƁTerritorial system  
¶Applicable to non - US persons  

¶Only certain income earned from US activities is 
subject to US taxation  
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}Residency  
ƁTax on residency  

ƁCentral management and control  

¶US looks to place of incorporation  

 

}Territorial  
ƁTax on activities within the territory  

 

}Participation exemption  
ƁExemption from dividends and capital gains  
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}Governments generally use tax systems to 
punish, reward or incentivize behavior  

 

}Tax rates  

 

}Tax holidays  

 

}Tax rulings  
ƁLower tax rates  

ƁExemptions  
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1999  2013  

}Australia   36% 

}Canada  42.9% 

}France  40% 

}Germany   52% 

}Greece  40% 

} Italy   37% 

} Japan  40.9% 

}UK   30% 

}USA  39.4% 

}Australia   30% 

}Canada  26.1% 

}France  34.4% 

}Germany   30.2% 

}Greece  26% 

} Italy   27.5% 

} Japan  30% 

}UK   23% 

}USA  39.1% 
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}Brazil    34% 

}China    25% 

}India    33.66% 

}Ireland    12.5 % 

}Mexico    30% 

}Singapore   17% 
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}PE 
ƁExceptions to PE  

¶Warehouses for distribution  

¶Activities that are prepatory and auxiliary  

 

}Force of attraction  

 

}Lower rates of withholding  
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}Assets, risks and functions  

 

}Art vs. science  

 

}Tax avoidance?  
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}Concluding and signing contracts  

 

}Research and development ð double dipping  
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}ASC 740  

}APB 23 

}ETR? 

}Cash taxes?  

}Deferred taxes vs. current taxes  

}US system of double taxation  
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ƁCorporation for both US and 
foreign purposes  
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ƁPartnership for both US and 
foreign tax purposes  
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ƁBranch (i.e., unincorporated 
activity) for both US and 
foreign purposes  
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ƁPartnership for US tax 
purposes  

ƁCorporation for foreign tax 
purposes  

 

19  



ƁBranch (disregarded single 
member entity (SME)) for US 
tax purposes  

ƁCorporation for foreign tax 
purposes  
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ƁCorporation for US tax 
purposes  

ƁPartnership/branch for 
foreign tax purposes  
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