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Four tax tips for slashing 
international tax bills and 
improving the success of 
overseas ventures. 

Taxes factor heavily into the profitability 
of global operations. Businesses 
expanding across borders can slash tax 
bills by as much as 20 percent as well as 
curtail tax compliance burdens by taking 
the time to prepare for international tax 
regimes before stepping across the border. 
Entity selection, managing global tax 
footprints, strategic transfer pricing and 
profit repatriation all come into play for 
companies with global operations.

Entity Selection
Available legal forms of registration vary 
by country and may include branch, 
partnership, limited liability company 
(LLC), or corporate structures. Consider 
these three tax factors when selecting the 
right entity.

Local taxes. Foreign countries may tax 
types of investment forms in different 
ways. Take advantage of the best local tax 
rates by analyzing how the foreign country 
taxes each type of investment vehicle 
separately. 

Foreign payment treatment. Analyze how 
each foreign country looks at payments 
exiting their country. What are the tax 
ramifications of paying funds out of the 
country in the form of dividends, 

interest, royalties, management fees or a 
return of capital? 

Non-tax items. Tax compliance, 
minimum capital levels, and statutory 
reports or audits may lead your business 
to favor one foreign investment vehicle 
over another.

U.S. Tax Strategies
The tax position of a company in the 
United States is affected by both the type 
of foreign investment vehicle selected as 
well as the legal structure of the 
company. Foreign investments are taxed 
in one of two ways in the U.S. depending 
on whether the investment vehicle is 
treated as a corporation or a flow-
through entity for U.S. purposes. 

Generally, earnings of a foreign 
corporation are not subject to U.S. tax 
until they are repatriated to the U.S. in 
the form of a dividend. As a result, 
corporate U.S. shareholders may prefer 
to have foreign investments set up as 
corporations so earnings can be deferred.
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Flow-through U.S. shareholders, however, 
are subject to immediate taxation and may 
prefer their foreign investment be in the 
form of a flow-through entity to offset 
costs with investment in the form of a 
flow-through entity or a corporation that 
is eligible to be treated as a flow-through 
entity for U.S. purposes under “check-the-
box” rules.

Transfer Pricing Strategy
How a company chooses to split profits 
and losses between related parties for the 
transfer of services, sale of tangible 
property or the use of intangible assets 
can be subjective. Tax authorities on the 
prowl for revenue may dispute a 
company’s transfer pricing policies, 
resulting in price adjustments, tax 
increases, and penalties for pricing 
deficiencies. All global businesses should 
properly structure transfer pricing 
practices on the front-end of transaction 
arrangements to significantly reduce 
global tax and audit risk from competing 
tax authorities.

Deferred Taxation Strategy
A deferred tax strategy should be high on 
the list of tax planning considerations for 
businesses expanding overseas. The 
concept of “deferral” is fundamental to 
international tax planning. Businesses can 
time profit repatriation and country-by-
country profit allocations with a carefully 
thought out deferred taxation strategy 
that optimizes tax savings and addresses 
shareholder preferences for earnings 
recognition. This planning is integral to 
balancing treasury needs and global tax 
minimization.

With taxes a top three expense for most 
companies, successful efforts to slash the 
size of international tax obligations 
directly supports business value. Savvy 
tax planning around these four tax 
strategies can significantly help lower tax 
bills and exposure for companies with 
global expansion plans.   
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How can we help?
To have a deeper discussion about your 
tax obligations, contact us. 

About TaxOps
TaxOps is an award-winning business tax 
specialty and advisory firm. Business tax 
is all we do. This specialization deepens 
our teams’ know-how in solving complex 
tax issues at dynamic businesses 
worldwide. From one-off studies to full-
service tax outsourcing, we deliver small-
firm attention with big-firm expertise in 
the areas of federal, state and local, 
international, tax minimization, and M&A 
transaction tax.

Visit us at TaxOps.com.
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