
 
  

 
 
 

New Administration Tax Proposal Would Repeal Deferral for 9Excess9 Profits  
Earned on Intangible Assets by Worldwide American Companies 

 
 

A #a%or ne* ta, -i/e on *or01*i1e A#eri2an 2o#3anies 5 3ro3ose1 6y t-e A1#inistration in its F9 :;<< 
=>1get 5 *o>01 re3ea0 @1eferra0B for 2ertain in2o#e 1eriCe1 fro# @intangi60e assetsB >se1 in oCerseas 
o3erationsD  Eeferra0 *as 1esigne1 to 3roCi1e a 0eCe0 30aying fie01 for FDGD 2o#3anies 2o#3eting *it- 
foreignH-ea1I>artere1 #>0tinationa0 2o#3anies in internationa0 #ar/etsD 
 
Background 
 

Fn1er 2>rrent 0a*J transa2tions 6et*een a FDGD 3arent 2o#3any an1 its foreign s>6si1iaries are reI>ire1 to 
>se t-e sa#e 3ri2es t-at t-e 3arent 2o#3any an1 its foreign s>6si1iaries *o>01 >se *it- >nre0ate1 
2o#3anies 5 a0so /no*n as t-e @ar#KsH0engt-B stan1ar1D  Lntangi60e assets are ro>tine0y transferre1 
t-ro>g- sa0es or 0i2ense agree#ents 6et*een a FDGD 3arent an1 its foreign s>6si1iaries in e,2-ange for an 
ar#MsH0engt- roya0ty or 2ost s-aring 3ay#entsD 
 
• N-e Fnite1 Gtates -as 0ong 2-a#3ione1 t-e >se of t-e ar#MsH0engt- stan1ar1 an1 it -as 6een an1 it 

2ontin>es to1ay as t-e fo>n1ation of FDGD an1 OPQE transfer 3ri2ing g>i1e0inesD  Ar#sH0engt- transfer 
3ri2ing is a #ainstay of 2or3orate in2o#e ta, 3o0i2y 6e2a>se it 6est ref0e2ts t-e >n1er0ying e2ono#i2s 
of 6>siness o3erationsD  Lt is a0so t-e re2ogniRe1 6asis >se1 to reso0Ce 1o>60e ta,ation iss>es in 
n>#ero>s FDGD ta, treatiesD    

 

• Nreas>ry Seg>0ations -aCe a11resse1 iss>es *it- res3e2t to transfers inCo0Cing intangi60e assets 5 
s>2- as inCentionsJ s2ientifi2 1is2oCeriesJ 3atentsJ 1esignsJ tra1e#ar/sJ 6ran1 na#esJ an1 2o3yrig-tsD    

 
Administration Proposal  

N-e A1#inistrationMs 6>1get 3ro3oses to ta, *or01*i1e A#eri2an 2o#3anies on Te,2essiCe ret>rnsT of 
t-eir foreign s>6si1iaries *it-o>t 1eferra0 *-en an intangi60e asset -as 6een transferre1 to a foreign 
s>6si1iary if t-ere is eCi1en2e of Te,2essiCe in2o#e s-iftingT an1 t-e foreign s>6si1iary -as a T0o*T effe2tiCe 
ta, rateD   
 

U-i0e 0itt0e 1etai0 is 3roCi1e1 in t-e Nreas>ry Ee3art#entMs e,30anation of t-e 3ro3osa0J in20>1ing t-e 
1efinition of Te,2essiCe ret>rnsJT it a33ears t-e A1#inistration 3ro3osa0 *o>01 a330y to transfers of 
intangi60es t-at 2o#30y *it- t-e ar#MsH0engt- stan1ar1D  N-e 3ro3osa0 *o>01 re3ea0 1eferra0 for t-is 
in2o#eJ res>0ting in 2>rrent ta,ation of t-e sa#e in2o#e 6ot- in t-e %>ris1i2tion of t-e foreign s>6si1iary 
an1 in t-e Fnite1 GtatesD 
 
Proposal Creates an Unlevel Playing Field for Worldwide American Companies 

N-e 0oss of 1eferra0 >n1er t-e A1#inistration 3ro3osa0 *o>01 2reate a 2o#3etitiCe 1isa1Cantage for 
*or01*i1e A#eri2an 2o#3anies e,3an1ing into foreign #ar/etsJ e,3osing a 3ortion of t-eir foreign 
earnings to i##e1iate FDGD ta,ationD  Most OPQE tra1ing 3artners W:X of t-e ot-er :Y OPQE 2o>ntriesZ 



 
e,e#3t fro# -o#e 2o>ntry ta, t-e foreign in2o#e of t-eir #>0tinationa0 2o#3aniesJ an1 t-e ot-er fo>r 
OPQE 2o>ntries 1efer fro# -o#e 2o>ntry ta, t-e foreign in2o#e of t-eir 2o#3aniesD 

 

• N-e 3ro3osa0 to ta, 2>rrent0y t-e Te,2essT earnings fro# intangi60es *o>01 1is2o>rage FDGDH
-ea1I>artere1 2o#3anies fro# >n1erta/ing S[E in t-e Fnite1 Gtates an1 fro# #a/ing ot-er FDGD 
inCest#ents an1 a2I>isitions giCing rise to intangi60e assetsJ sin2e in2o#e earne1 fro# t-e transfers 
of t-ese assets *o>01 6e s>6%e2t to i##e1iate FDGD ta,ationD  N-e ne* ta, *o>01 2reate an in2entiCe 
for 2o#3anies to #oCe S[E a2tiCities offs-oreD 

 

o \oss of S[E to foreign 0o2ations *o>01 s0o* FDGD e2ono#i2 gro*t- an1 sa2rifi2e -ig-H3aying 
FDGD %o6sD  

 

• N-e 3ro3osa0 *o>01 faCor foreignH-ea1I>artere1 2o#3anies oCer FDGDH-ea1I>artere1 2o#3aniesD  
ForeignH-ea1I>artere1 2o#3anies 2o>01 e,30oit intangi60es 1eCe0o3e1 in t-e Fnite1 Gtates Wan1 in 
ot-er 2o>ntriesZ in foreign 0o2ations *it-o>t 6eing s>6%e2t to FDGD ta, on t-eir foreign 3rofitsD   

 

o N-is a1Cantage to foreign 2o#3anies #ig-t #a/e FDGD 2o#3anies a2I>isition targets as t-eir 
intangi60e assets 2o>01 6e #ore 3rofita60y e,30oite1 in foreign 0o2ations 6y foreignH
-ea1I>artere1 2o#3anies rat-er t-an re#aining >n1er t-e 2ontro0 of FDGDH-ea1I>artere1 
2o#3anies an1 t-eir foreign s>6si1iariesD 

 

• N-e A1#inistrationKs 3ro3osa0J in 2ir2>#Centing t-e internationa00y a22e3te1 ar#MsH0engt- stan1ar1J 
#ay en2o>rage ot-er 2o>ntries to a1o3t r>0es t-at 1eCiate fro# ar#MsH0engt- 3ri2ing an1 i#3ose 
greater foreign ta, on FDGD foreign s>6si1iaries t-an *o>01 arise >n1er t-e ar#MsH0engt- stan1ar1 5 
f>rt-er ero1ing FDGD 2o#3etitiCenessD   

 
Summary 
 

N-e 3ro3osa0 *o>01 1is2o>rage 2reation of intangi60e assets in t-e Fnite1 Gtates an1 res>0t in a 0oss of -ig-H
3aying FDGD %o6sD  Lt *o>01 re3ea0 1eferra0 for *or01*i1e A#eri2an 2o#3anies on a 3ortion of t-eir foreign 
earnings an1 30a2e *or01*i1e A#eri2an 2o#3anies at a 2o#3etitiCe 1isa1Cantage re0atiCe to t-eir foreign 
2o>nter3artsJ res>0ting in a f>rt-er 0oss of FDGD %o6s an1 0ess gro*t- for t-e FDGD e2ono#yD 
 

As t-e rest of t-e *or01 #a/es it easier for t-eir 2o#3anies to o3erate *or01*i1eJ t-is 3ro3osa0 *o>01 6e a 
#oCe#ent in t-e o33osite 1ire2tionJ en1angering FDGD %o6s an1 #a/ing it #ore 1iffi2>0t for A#eri2an 
2o#3anies to 2o#3ete in oCerseas #ar/etsD 

 
 

  
LetHs maintain the foundation for sustained U.S. economic growth and job creation.  

Business tax policy must promote U.S. international competitiveness. 
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