PLR 200945036 Tax Rate Disparity Calculations Copyright © 2010 Andrew Mitchel LLC

With Multiple Manufacturing International Tax Services
www.andrewmitchel.com
& Sales Branches

Taxpayer
A Flow-.tr.wu for U.S. tax p.urposes - - =D (U.S.) Analvsis
IOM = Indicia of Manufacturing Phe 1. Manufacturing branch rule applies because the manufacturing activities
(see 1.954-3(a)(4)(iv)(b)) e 100% in Countries 2 & 4 occur outside CFC3's country of incorporation (Country
7 5).
, Sub 1 S
/ (U.S) 2. DE2 & DE3 are sales branches because of the sales activities in
,’ Countries 2 & 3 (outside CFC3's country of incorporation [Country 5]).
! 100% .
/I 3. DE 2, DE4, & DE5 are manufacturing branches.
1
1 CFC1 4. Under the facts, the manufacturing location has not yet been
" determined.
I 100% . . . . _
1 5. Only take into account the income taxes in calculating the effective tax
! rates.
: CFC2
1 6. Take into account the advance pricing agreements (APAS) in
Unrelated 1 calculating the actual tax rates in the sales locations.
Customers || 100%
1
¥, Salesof CFC3
N Products 1 (Country 5)
\ N 1
N | 100% 100%
o o 100%
Sales activities Sales activities
\ & some IOM & no IOM Some IOM Some IOM
S Sales of
DE1 “---- : DE2 L EfngC_tS_ > DE3 DE4 DES5
(Country 1) (Country 2) (Country 3) (Country 4) (Country 4)
N+ - A\ AN A\ N
yalties I ) i
1 APAwith Sales 1 APAwith
1 Country 2 ¢ I Country 3
CM 1 0 1 IOM of DE2, DE4 & DES5 evince that CFC3 makes a substantial
Agreement | Products contribution. However, it is not yet clear which entity makes the
! v predominant contribution & is treated as the manufacturing
location.
CMs (unrelated Unrelated
contract
Customers
manufacturers)

= HUNDREDS of additional charts at www.andrewmitchel.com



www.andrewmitchel.com

