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"Developed-country TNCs remained the leading sources of FDI [foreign direct
investments], accounting for 84% of global outflows. While there was a rebound of
FDI from the United States, almost half of world outflows originated from European
Union (EU) countries, notably France, Spain and the United Kingdom in that order.
TNCs from developing and transition economies continued their international
expansion in 2006, led by Hong Kong (China) in the former group of economies and
the Russian Federation in the latter. Total FDI outflows from these groups of
economies reached $193 billion, or 16% of world FDI outflows."*
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Daniel N. Shaviro, The Rising Tax Electivity of U.S. Corporate Residence (2010), available at
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enterprises, but, by reason of those conditions, have not so accrued, may
be included in the profits of that enterprise and taxed accordingly."?
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¥ (ALS) nanxn

NN PTVI (4)7 N7o9 nixn Nx umwn ,0ECD-n 51m nurg nx p1v OECD-n jmx ,ninnxy

I'2 N3N N7I7ng vana OECD-n 9w 97mn nmN Y¥ winn Nonn .7 9'wuT (3)-1 (2) NINFUD
(120 0DTMN Y 2WIMN N1 MY Yinn 7'won XNy yan T0mY 170V 0t

For the purposes of this Article and Article [23A] [23B], the profits that are ”
attributable in each Contracting State to the permanent establishment referred to in
paragraph 1 are the profits it might be expected to make, in particular in its dealings
with other parts of the enterprise, if it were a separate and independent enterprise
engaged in the same or similar activities under the same or similar conditions, taking
into account the functions performed, assets used and risks assumed by the
enterprise through the permanent establishment and through the other parts of the

“enterprise.”

OV Va7 TOm 'nin ¢ nign 2 Nt antnw nanann X 9017 v vapg OECD-n jmax it
7NN1,MTN OXN 112aNAE N2 012N i 7Y 07190 1127 vagn Tom NX 07'W9nY n1tn nnann

Separate ) NTI910 N'UDYWUNAN NIYIND [NV NN 012800 Yl YYJN'J Y' 13 Y371 2010 Mwn

A"JUN NI ,|IN1 1IN Y 00N 1229 UNN NIPRNAN NYINET9I 100 Nuan 1272 7910 12990 1129 YK NI 12 0K (2)8 qwo nixiin %8

D'9NNWN NNX NITNN 0MT/OTM 0N2AY 01712 ' Yagd TIYIN DY U000 NINARY 10 90l ;(TI7IN DY 0NN NN :9nY) 221 'ua 23 1)

NNX NN D'NIM/NITIIN 11aVUNYT 1010 ,F1IY 'KIN 19-7V NN 0N NNYPNNNY Y2711 NINKD 0127702 NIT'W9 9w 102 IX nu'Iwa ,n7nina
0N N1 077X |2 0'YAP) 'Y 19D 0'MINTN O'XIN '9-7Y 1INNNTJ X2nT T NNXT

Jean Pierre Le Gall Can a Subsidiary Be a Permanent Establishment of its Foreign Parent? Commentary on Article 5,

par. 7 of the OECD Model Tax Convention 60 Tax L. REv. 179 (2007).

40 Amended Article 7 of the OECD Model Tax Convention.
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Y192 Timy7 n'yxn oiow (ALS-n) nonxn unt Nyl Tiana L ANT .Wajg TOm InINa Ni7'uen
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UN NIMN NIXNA NiM'7 791921 ,(4)7 9'Y0 XN NPFNN 1NN NUIgNNIY 9 D NDYY |'K,]D D

1D 0MIRU X L(ALS-n) nanxn ynta [y 'e-9y XIW Ot NwoNnan T X nigynn
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YNIYL INNINY UND "NANXT MN9a 3

DI'NY OMIYI 02 ' NI1NN2 12'20 TN NN N'IXAITI9 171NN IXA'RY NIY'YWL TNn "I721TX
NN NIVXNNA QUMD N1'TN2 0N 0I7wnn N21 N2 mn7 o' "oniptg” Ik "omonimnn”
,ANTN N12NT7 N10120 0201 11T N112N2 Nrmn U2 ,IT NU'wa .0'%77n 01N Nuwna a1t n1an
[N WX TY NN Y2 7Y 2Wmn N1Ta Nigmn X IR D100 .7P0nn 0nn gwnn nnny
mIT2 I8 N1 L(N1TN NN2Nn PN X TATAT NN Y nixa) nrmn 'Jua7 nipinn
IUOINY NI01IN J¢ qUIv 10M 1WONT ITUAY TN NUwnN 19010 xR NNNK N0 NinmYy
0NN NUWNN 0'MY N1 1T NITA .1IX NIT1ON 7Y NN9IM 1O NNYWORAY NI TN NNT NNang

1907 v19n3 “,navnn TN uwnn *(I"n) Nt NUYWIN Nann 10wn IR IXNIKY

(CEC, Controlled Foreign Corporation) (1"an) n1t.ny'ywa nmian (X)

10T 0'21M1 UN NIY'Y DY NNNX NITY NI0N U'on Tuny on (o0 vy nnoa Iz
Ui7'aY TN 2WIN )90 RXIT TVUI9D .0mnn 'Juan 11912 10N NTmny 21T 112N npn
T-7V1 17T N12N7 17X 0'021 112N L,IN17Y212Y 0'001 NINT 110100 7Y qUIvn N1gmn NX NiInTJ
TN 112NN 1WND 71 IXIW2 1Ome 198 0'0011 'NIT1DNY 70 XYW On NtnTa not1 )

.112N2 I'NIMM NX 11D AYWINNYI IX 71900, 7172 T 7700 1n17v1ay

7Y NNWI2 NITI710 NI01IN2A 1™ 1T NITT2I0 TN N7'PNT NIrgroa NIvh Ny R 'nang Jamm
[I'RY NIT1IN) AIFAYED AT TY qUIYN 1079 N1MY,MIWRIN 091700 :NR100-"0IRN XN
NPyl TITAT I X2 (27101 MU (NN L, nmIznn NN TTAT NNAT YR nuam

41" MODEL TAX CONVENTION ON INCOME AND ON CAPITAL (22 July, 2010)

42 Reuven S. Avi-Yonah & Zachee Pouga Tinhaga Unitary Taxation and International Tax Rules (forthcoming 2014)

43 Sol Picciotto Towards Unitary Taxation of Transnational Corporations (Tax Justice Network, 2012).
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N'YIX NYIM TN 2 'N2ANYT 'WIFN T2 00 12 770 '770 01wt N'791an X7 Nyl nneyg
J¢ qUIY 1gM VN 0'wEnn (98 0993 ;790 XY U190 L nuam nrRe nonn 1y
VUXIQW 97 701, NRIYN N1I0100N 2102Y 'WI7T 12V .07 07NN -7V 1791NY NIgaon
N2'202 0UNIVIWNN 0N MIXTIAN N0 '9{7'N2 7170 N2 ' N7un 2000 NIw2a 21"NINa
71NN NIX1IN2 NIX1D 0'7X10 UN 11200 VN7 1T 71NN 10Wn NIXIIN 12TV X X0, N{70Un

* nggnanoiNn

YNIWRI NITMNN N10191Y IWRA Y'Y [DIND 01101 N9TIX NI 0'ON0 NYAEIRID AR N
MIDNNA YNIX WX SIRIWT TINN 10N 12'UFON 119 TUl Y992 OX 112 XY 1IN0 10N Nion
TIV2 AI2'T9 NITION Y 71 70 71NN 109w ,IXIU1) NNNK AN DY AXIYN NNXNixn
NANTY Y211 01T DU 12N 99 A0 99 AR 1N N ant Tm XN Nnem ey

*° (1120

(Transfer Pricing) "n1avn 'mn” 1gwn (1)

nNan 2 Nuxannn Nj7oyva 0'vapan 072700 0'NXaNY oxua ontm "nnavn nn’ namn
0'"72720 0'NaNnM 07YNnYT7 NRIWN 0'0NN NNYI T NIDN0 NI "N1avn i’ gwn Nnivpg
V1277 DNV Y OINAN 0172700 0'NANN X ON 1DIXT VIaga1 L oiwnan - 1wagav
172 MDD NIV 19T TIV .0NIWF DIRY O'TTY |'2 NYXINN NgOVn Nt 17 Dhnwpgnna
IN97 NTYUI NWITA TUnT7 70 NN Niontang n1avnn nn ntaig nnoT L INIY MINTI

1991 Nawn

4 Reuven S. Avi-Yonah, The Deemed Dividend Problem, available at SSRN: http://ssrn.com/abstract=
572182 orhttp://dx.doi.org/10.2139/ssrn.572182

2wy mony Y
19,127 ,2”1"31 |IN NI LOYN NN ,N12'TD N1DWN RN N7'9NY NTIINN OXDLUT "N19WNL"/" N0 NFOIvn N1an ¢ noian yuny 12
.0Y ,'D1ONI 17 ;23 W'D

Office of Tax Policy, Department of Treasury, The Deferral of Income Earned Through U.S. Controlled Foreign
Corporations (Dec. 2000] available at http://www.treasury.gov/resource-center/tax-policy/Documents/subpartf.pdf
(Y1 TATT) TNN Uwn IXIWm 7'1an7 071K ,N1109 NN01IN 1P'YY 012N XN NI NI 002N 9K anima ,2"naNa it
Harry Grubert, Timothy Goodspeed, and Deborah Swenson, X1 .n7w nra'gon Nio1anT 71 X731 N1ann N0 737 onn
Explaining the Low Taxable Income of Foreign-Controlled Companies in the United States, in Studies in International
Taxation (Alberto Giovannini, R. Glenn Hubbard and Joel Slemrod eds., 1993); Harry Grubert, Another Look at the Low
Taxable Income of Foreign-Controlled Companies in the United States 1 (1997) (Office of Tax Analysis Working Paper,
Number 74), available at <http://www.treas.gov/ota/otapapers.html.
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on "Y'y |12 NN'TRY NIRXIAA AN NI2NIN [AY TIV2 ,0'2111 UN "IV'Y [22Y NI'TRY nionan X

51
"...NINNINTUI D'U1UD VT NIVJWA,[IN'N ,0'N1N'Y |'22 D"YN" "NT2 01NN 0'Y271,7) IXT 0122

TP9Y MPNRn NNNIN-'UIK XN INIYN FFINAN YA MINTI 1TWMa anlioan N1aona
10221 19X AIXN .ANIYE NN2N 2 DIVXanmn NIMIKTI NINZOY UThn InnnYg NN inivn
NIAYITIANNAN 12N DX NXANRY ZIYN 'KIN NYR2AFI Mun Ng'pn Mgniny nxg g1 9gimny

NWIOYN NI NIINN 1120 99 19 N "mavn ann” own 2.0ECD-n nirt 2372 nyaipnn
*(Arm's Length) 71w 'an '9-9y X9 oy NUXIN N12NY NN'X 92 ,IT 109N JiNn1LNTI9)
0'V1{71 I'NY 0"INTNN O'XINN N1 YIA{77 NI2A0IM N1 TAN NNIK2 0N NNYALELN190 NN 1210
0'V2j71 NIX 0'"INUN O'RAN .0NIYET DINY DU OTTY |2 NUX2NN ANt Njoun 19
71N AWN 1A'TFORN UNN TU1 NYUIT IXT 0'wnwn AIN1,N12800 TN Drgimnn NIvxnNa
Un2 19X NRNPY ym'R7 ni'on Ax rnrnana 1nan OECD-n X .oy nnINg or1Txn Jy

> P97 ,0"MINT-11 DTANNA NNIYE NN 2 NIVX2NNN NIMINTI NIXTOYY

“There are several reasons why OECD member countries and other
countries have adopted the arm’s length principle. A major reason is
that the arm’s length principle provides broad parity of tax treatment
for MNEs and independent enterprises. Because the arm’'s length
principle puts associated and independent enterprises on a more equal
footing for tax purposes, it avoids the creation of tax advantages or
disadvantages that would otherwise distort the relative competitive
positions of wither type of entity. In so removing these tax
considerations from economic decisions, the arm’s length principle
promotes the growth of international trade and investment.”

¥ N1OUTN [NITN2NN Jwaw )22 YIvl 01D UNn NIg'Y U'0aaY TIOW NININ2 Mjg'un I
¥ 7172 OX |'2) 0D™MAIXT-210 D' TINNN 'T-7Y "0'701IN" 0'7'2771 02PNY L ITX NIMINT-11 NN2an
.(NTY N"7272 nNnN w2 0NI7'v9 NN 7'0907 O'XTX1 DN IX 1Y DT, TIRNN 'T-7Y 0DNY1
191 NN I iaN"a NIVXANNN NMIT NINFOY XIXNYT MYOX N71 TY NWF )20 NRXIND
,79N7 72 .112VYNN "'NN 10WN1 Y [DIND D'WNNwN 198 0TIANN 0NV T 117070 NI
7IXT NATI "TIY 9702 NP0V DY 19X DTN L,U9WNN N2 0Y IX 0'UNN NIl 0V 0Nl

.D'NIYNYN NI N2I0 0'917'N2 0'UXIN ONY NIFNNAN-|'2 NINFUY 0'IN0NN 0'NINN NFTXN

51
52

.643-513 "Y1 2 "N J'VT ,'OI0NI 1T
.2006-T"OWNN ,(FIY 'NIN NY'2) NUIIN ON NFN
% Chantal Thomas Customary International Law and State Taxation of Corporate Income: The Case for the Separate
Accounting Method 74 BERK J. INT'L L. 99 (1999); Elizabeth Chorvat, Forcing Multinationals to Play Fair, Proposals for a
Rigorous Transfer Pricing Theory, 54 ALA. L. REV. 89 (1995)

.OECD-n nrmny 1.7 quo %
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Profit ) ninn Nj717n NU'w :nMNan 712UX1 NN2N |2 NIFOY 1Y N21WnT NI9TNR DM ny
-9y nuonn (Comparable Profit Method CPM)  mxiwnn ninn ngian nuwi (Split

77209 9% nmiow (TNNM] Transactional Net Margin Method - OECD-n X
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YT [NFYN NIYID 19X NIY'Y .07 (AR VTN 1TU0 T2 IK XXNI12 DIR DNIT 0NXnY

707 22w 192 19X NIXFOY NIFNINA T AR NRNREY nansn

0'NIN '21,1'NIN ARWNY JU19 077N TAN 72 2 nnn (Profit Split Method) ninn npiyn nu'w
NX 0wy 113 2 NMNonn NNYPNN2 XY 0TTYAN TAK YW 0912'0001 NIYFamnm 0nm (98
D'TTXN |2 AT NN NIX{ZAT71 D70V 19X0 NINN AR 127 n7'nn wam L nimnn Ngian nu'w
N717n Ny ARIYAD NINN NP0 NU'Y NN NPIoNng nmgy nig'y vy nimep .0nigpn

['2 Njova 1oxn ninn 7inn (Profit Split-n) mrrwn ninn NN nu'w 19-y rwn ninn
|'2 NTIN 771NN AWK .DNDXND NININYT OTTXN Y N'ONN DNNNA 19-7Y 0NIYEn 0TTXn
TX ININY "0TRM” 0NIYD NIWAIT (IR N170N0N0 22 077 Wy ANININ NNNN '9-7y 01X
"ATINT'N NNNNN '9-7Y OITTXD 12 NPTV NN9XN NN 1MNN 7700 21 INX71,UXan
N{7'UP192 NNYIN NrEIN NI *°.0ry’'yy 0TTY 2 0M9XD 0NN NPITNYT [TAIR/TX NIK 7Y
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niwa X 1w £/ DuPont de Nemours & Co. v. United States, 608 F.2d 445 (Ct. CL. 1979) ,em=iT [y vwny Xy uimy %

General X1 .99wnN 'N22 MUPY NIUOWUND NMTTANN 722 NFININD ONN NI NT'ODN 1995-7 1980 0IWN |2 N7 NINN D'ONN

Accounting Office, International Taxation Problems Persist in Determining Tax Effects of Intercompany Prices,

.GAO/GGD 92-89 (1992)

%  General Accounting Office Report to the Chairman House Committee on Ways and Means of the United States /RS
Could Better Protect U.S. Tax Interests In Determining The Income of Multinational Corporations (1981) available at
http://www.gao.gov/assets/140/135312.pdf.

"Because of the structure of the modern business world, IRS can seldom find an arm’s length price on which to base
adjustments but must instead construct a price. As a result, corporate taxpayers cannot be certain how income on
inter corporate transactions that cross national borders will be adjusted and the enforcement process is difficult
and time consuming for both the IRS and taxpayers. ... We recommend that the Secretary of the Treasury initiate a
study to identify and evaluate the feasibility of ways to allocate income under s.482, including formula
apportionment, which would lessen the present uncertainty and administrative burden created by the existing
regulations”
011N211 'Y 9911 NU'WN U'022 it npovn Tior CPM -a1, ALS-n [njy 'o-7u nonim nax nxwn ,Profit Split-n nuwa 5uny 73

Reuven S.Avi-Yonah Between Formulary Apportionment and the OECD Guidelines: A Ix1 Tiv.91va omm ¢ nrnin '1m
.Proposal for Reconciliation (2009)
.(2006) 79-77 AMavA "1*AN 71N 172

% NH Highbbotham The Profit Split Method Effective Application for Precision and Applicability 5 TAX MANAGEMENT

TRANSFER PRICING REPORT (2006)
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Tax Expenditures for 2007-2011, 24 (2007).; Martin Sullivan, Shifting Profits Offshore Costs U.S. Treasury $10 Billion or
More, 104 Tax Notes 1477 (2004); Martin Sullivan, U.S. Multinationals Shifting Profits Out of the United States, 118 Tax
Notes 1078 (2008); Rosanne Altshuler and Harry Grubert, Governments and Multinational Corporations in the Race to
the Bottom, 110 Tax Notes International 979 (2006); Kimberly A. Clausing, Multinational Firm Tax Avoidance and Tax
Policy, 62(4) National Tax Journal 307 (2009).
¢ Jerome R. Hellerstein & Walter Hellerstein STATE AND LOCAL TAXATION CASES AND MATERIALS (8™ ed., 2005); Paul R.
McDaniel, Colloguium on NAFTA and Tradition: Formulary Taxation in the North American Free Trade Zone, 49 Tax L.
Rev. 691 (1994); Stefan Mayer, Formulary Apportionment for the Internal Market (2009), BNA State Tax Portfolios;
Kimberly A. Clausing, Lessons for International Tax Reform from the US State Experience under Formulary
Apportionment, (2013); David M. Hudson & Daniel C. Turner, /nternational and Interstate Approaches to Taxing
Business Income, 6 NW. J. INT'L L. & BUS. 562 (1984). Walter Hellerstein, The Business/Non-Business Income
Distinction and the Case for Its Abolishment, 21 STATE TAX NOTES 725 (2001); Michael J. Mcintyre, The Use of Combined
Reporting by Nation-states, THE TAXATION OF BUSINESS PROFITS UNDER TAX TREATIES (edited by Arnold, Sasseville and Zolt)
245 (2003).
Ernest H. Smith, Allocating to Provinces the Taxable Income of Corporations: How the Federal-Provincial: Allocation
Rules Evolved, 24(5) CAN. TAX J. 543 (1976); Joan M. Weiner, Cross-Border Loss Offset and Formulary Apportionment:
How Do They Affect Multijurisdictional Firm Investment Spending and Interjurisdictional Tax Competition? available at
http://ssrn.com/abstract=984076 (2007); Stefan Mayer, Formulary Apportionment for the Internal Market (2009).
¢ Ronald Duss & Richard Bird, Switzerland's Tax Jungle, 27(1) CAN. TAX J. 46 (1979); Stefan Mayer, ibid.
7 Stefan Mayer, ibid.
91021 g Ar'ysa Niyaa Nt NN W (N2 Yaga ,TaRnn YU 0aign N'uon man 1 nanann s atnwa %
(1) unity of ownership, (2] unity of operation as evidenced by central purchasing, advertising, accounting, and "
IN1 "management divisions, and (3) unity of use in its centralized executive force and general system of operations.
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® John Dewey, The Historic Background of Corporate Legal Personality, 35 Yale L.J. 655, 673 (1926); Oliver Hart, An
Economist’s Perspective on the Theory of the Firm, 89 COLUM. L. REv. 1757 (1989).
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2 David Bradford UNTANGLING THE INCOME TAx 130 (1986)

8 Jerome Hellerstein, comment on defining what unitary business is: an economists view, THE STATE CORPORATION INCOME
TAX: ISSUES IN WORLDWIDE UNITARY COMBINATION (Edited by Charles E. McLure, Jr.J 127 (1984); Charles E. McLure Jr.,
Defining unitary business, THE STATE CORPORATION INCOME TAX: ISSUES IN WORLDWIDE UNITARY COMBINATION (Edited by
Charles E. McLure, Jr., 1984)
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/edition-march-2014
ANLIT AT YA'NT 71N NUXD TR TIN =70 nwain qN Ixiwna 7
AN 3 ;http://www.knesset.gov.il/privatelaw/Plaw_display.asp?lawtp=1&find_mk=867
http://www.taxresearch.org.uk/ |31 http://www.taxjustice.net/topics/corporate-tax/country-by-country/
.Documents/CBC2012.pdf
http://www.oecd.org/about/publishing/WhatsNew15Sept2014.html; http://www.oecd.org/ctp/beps-action-13-
guidance-implementation-tp-documentation-cbc-reporting.pdf;
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NN 2 MIKT-2IN TARNN N10220 AR N7nnn (Formulary Apportionment) Nt NN
V19 TINNN [N2Y - 'D1RD TINRD NN2N - NN

IT D'NNIM NTYI.1992 NIYA 21 TN NTYI NATIDY nTRYN NIVAYN 1'% NN IT TN D ,101l
¥ NITANNNN 1121 N1'N22 0NN 'YJ17'Y NN AKX NN (2,002 91K TINRD N12'X) DUun
nY'way o'nmimn ATV ETNINGN 19N U'022Y NRngun AX 9191 990 nnnTL0MeniN 0
TIN'RN NI TN NITYI9N NIMIXT-21 1N20 10MmM7 NIDITN Y2IX NYXN,N2IMn 7V Naw'7 o ax

:[N2,'91'RN

N1TMA Unn T 'e-7u nnann 7nwx v Tnikn nnan tom (HST) Home State Taxation (1)
NN '9-7Y Y19 NIN [N2W NN 12 MIKT-210 TAXNN NITIN TN TIORNN U ¢ awmn
;ginn

-270 TAXNN NN 199 X7 RN 915 nimma mmitn (CCCTB) Tnixn nman 1o (2)
TIN'X2 N1 TN Y21, YNIXNY TINY NNONR '9-7Y DDA TINNRD DI 22 030NN MTNINND MIKY
;NN NNINA UNN 1T 19-9 QYN 1IONIY NITI2N Nonn

nnma |'2 gnNn NIV'Y NTNRN N7700 nniwn TINRN N v onn |'2 arxTIINIA (3)
JOI'RN TIN'X2 NMN2NN NN AT ON NN YI'RENRDIYN

NN NN 7Y 0NN N2 NTNNDT AR UN NU'Y "1)Y NI'DI'RN Unn NIV'Y TIN'X (4)
ni'Tman |2 1221Y Niginnn NX |7'7I'IJ'IUI N'ONNN NI2XIN TSIV UXIANY IDITRD TINR NN
U2y 0T 19-Jy NNann

27 N1I'X12 11T X7 NIRNARD NIWXAN DY JV192,01INDT NI NIDITN Y2IX ¢ g ninn'g
290 MIwN 17'01 7TAYT 121 [XMIRT NNRonY 1N NN D00 12, 0mnmn Nl -y

YN NX 0'XUNI 09N N7 X7 N7 na1 HST-n 97m niniwxan Nvxnn 'y nao
.CCCTB-n -nmwn no17n2 nT7mnn 290 Naiwn 1i7'v 01 & TinsRan ninam 2 nnnng

NN NMixg-21 nnan u nirws nx tnxkg nuxn CCCTB-n nxgrmnin nu'w7 it
TIN'NXA [N17'W97 OXNNA (TINRD NN NNIYEENIYTW NNan 78 700 TINKRN) 'DIRD TINNRD
JOIIND

YIN'y QwIY ,qTYmn 7T '9nRa TINRD Y omnamn N1y -5y anaaw ,CCCTB-n 71m
J10Dn1 NTIAY 10W XTI 0'00) (020 AWITY 71707 AX1an 720 nTNYn N'ONT7PN nNona
MIUON MY 7Y 00201 1NN M7 7710 1'K) 'NFPINARND 217 1NINN2 AT 0'001N 2'1Y TIva

8 CCCTB: “Possible Elements of a Technical Outline” CCCT/WP/057 and CCCTB: “Possible Elements of a Sharing

Mechanism” CCCTB/WP/60.

Conclusions and Recommendation of the Committee of Independent Experts on Company Taxation available at

http://aei.pitt.edu/1332/1/ruding_tax_report.pdf; Malcolm Gammie the Ruding Committee Report: an Initial Response

available at http://www.ifs.org.uk/comms/comm30.pdf.

&  Sven-Olof Lodin & Malcolm Gammie, HOME STATE TAXATION (2001); Charles E. McLure, Replacing Separate Entity
Accounting and the Arm’s Length Principle with Formulary Apportionment 56 INTERNATIONAL BULLETIN 586, 588 (2002);
Ilan Benshalom, 4 Comprehensive Solution for a Targeted Problem: A Critique of the European Union’s Home State
Taxation Initiative, available at http://www.ssrn.com/abstract=1153579.
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O"AI2N1 DUVIXPTA 0AIR 99190 KT '0919-X X KD ¥ oma g1y nwa) TIN mx
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& Reuven S. Avi-Yonah, Kimberly A. Clausing and Michael C. Durst, Allocating Business Profits for Tax Purposes: A

Proposal to Adopt a Formulary Profit Split (December 17, 2008) available at
SSRN:http://ssrn.com/abstract=1317327 or http://dx.doi.org/10.2139/ssrn.1317327.

& http://www.taxjustice.net/
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Ala. Code §40-27-1, Article 50% 25% 25% Alabama 1
IV(9), as amended by 2011 Ala.
H.B. 434, effective retroactively
for all tax years beginning on or
after Dec. 31, 2010; Ala. Admin.
Code r. 810-27-1-4-.09.

Alaska Stat. §43.19.010(1V])(9); 33% 33% 33% Alaska 2
Alaska Admin. Code tit. 15,

819.131.

Ariz. Rev. Stat. Ann. §43-1139. 50% 25% 25% Arizona 3
Alternative single-sales

formula to be fully phased in by
2017. Ariz. Rev. Stat. Ann. §43-
1139, amended by Ariz. H.B.
2001, effective June 30, 2011.

Ark. Code Ann. §26-51-709. 50% 25% 25% Arkansas 4
Calif. Atty Gen., Proposition 100% 0 0 California
39—Tax Treatment For

Multistate Businesses. Clean
Energy and Energy Efficiency
Funding. Initiative  Statute;
Calif. Sec. State, State Ballot
Measures Statewide Results;
Calif. Sec. State, Proposition
39—Tax Treatment For
Multistate Businesses. Clean
Energy and Energy Efficiency
Funding. Initiative Statute.
Colo.Rev. Stat. §39-22- 100% 0 0 Colorado 6
303.5(2)(b); 39 Colo. Code Regs.
§22-303.5.3.[Business income
multiplied by total sales in
Colorado over total sales
everywhere. [Colo. Rev. Stat.
§39-22-303.5(4](a).

101 State Tax Portfolios: Corporate Income Taxes: Corporate Income Tax Apportionment Formulas (2010); Michael C. Durst
Analysis of a Formulary System for Dividing Income, Part Il: Examining Current Formulary and Arm’s-Length
Approaches available at http://www.ictd.ac/sites/ default/files/Files/Durst- Formulary-System-Part-Il.pdf
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Conn. Gen. Stat.§12-218(c).; { 1"7T1 IX '"wnin |27 N1'on
Conn. Gen. Stat. §12-218(b). | D"NTN 02D nwhu;
.ginn
97 71 Ot w73 1227
ninom
Del. Code Ann. tit. 30, §1903 33% 33% 33% Delaware 8
(b)(8).
Fla. Stat. §220.15(1). 33%: 33%: 33% Florida 9
Ga. Code Ann. 8§48-7- 100% 0 0 Georgia 10
31(d)(1)(A); Ga. Code Ann.
§48-7-31(d)(2)(A).
Haw. Rev.Stat. §235-29. 33%: 33%: 33% Hawaii 11
Idaho Code §63-3027(i)(1). 33% 33% 33% ldaho 12
35 ILCS 5/304(h) 100% 0 0 ILlinois 13
Ind. Code Ann. §6-3-2-2(b)(5) 100% 0 0 Indiana 14
lowa Code Ann.§422.33(2](b) (2) 100% 0 0 lowa 15
Kan. Stat. Ann. §79-3279(b](1) 33% 33% 33% Kansas 16
Ky.Rev.Stat.Ann.§141.120(8) (a) 50% 25% 25% Kentucky 17
La. Rev. Stat. Ann. onnw 0 0% 100% Louisiana 18
.§47:287.95(D)
La. Rev. Stat. Ann. niny'wo antyd 100% 0% 0%
.8§47:287.95F
Me. Rev. Stat. Ann. tit. 36, 100% 0% 0% Maine 19
§5211(8); Code Me. R. §18-125-
801.06.
Md. Code Ann. Tax-Gen. §10- 50% 25% 25% Maryland 20
402(c)(1); Md. Regs. Code
§03.04.03.08(C)(1).
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Mass. Gen. L. ch. 63, §38lc); 50% 25% 25%! Massachusett 21
Mass. Regs. Code tit. 830, S
§63.38.1(3)(a).
Mich. Comp. Laws §206.661, 100% 0% 0% Michigan 22
H.B. 4361; Mich. Senate Fiscal
Agency, Tax Restructuring: H.B.
4361, 4362 4479 (2011)
Minn. Stat. §290.191 100% 0% 0% Minnesota 23
Miss. Code Ann. §27-7-23(c)(3) i ;71912 NUITI NI017 W' 79720 Mississippi 24
Miss.Regs.§35.111.8.06.401.02 nroixny NIKNgI  nmtpi
01Y 0'91Y7
Mo.Rev.Stat.§143.451; Mo. 100% 0% 0% Missouri 25
Code Regs. Ann. tit. 12, §10-
2.075 33% 33% 33%
Mo. Rev. Stat. §32.200.1V.9.
Mont. Code Ann. §15-31-305. 33% 33% 33% Montana 26
See 1170 T.M
Neb. Rev. Stat. §77-2734.16 100% 0% 0% Nebraska 27
n0U1dN On 7um N7 NU1dN On 7um N7 Nevada 28
N.H.Rev.Stat.Ann.§77-A:3(ll)(a). 50% 25% 25% New 29
Hampshire
N.J. Rev.Stat. §54:10A-6. 100% 0% 0% New Jersey 30
N.M. Stat. Ann. §7-4-10. 33% 33% 33% New Mexico 31
N.M. Stat. Ann. §7-4-10(B). 50% 25% 25%
N.Y. Tax Law §210(3)(a)(10). 100% 0% 0% New York 32
N.C. Gen. Stat. §105-130.4(i). 50% 25% 25% North 33
Carolina
N.D. Cent. Code §57-38.1-09; 33% 33% 33%! North Dakota 34
N.D. Admin. Code §81-03-09-14
Ohio Rev. Code Ann. §5733.05 60% 20% 20% Ohio 35
(B)(2).
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Okla. Stat. Ann. tit. 68, 33% 33% 33% Oklahoma 36
§2358(A)(5).
Or. Rev. Stat. §314.650; Or. 100% 0% 0% Oregon 37
Admin. R. 150.314-650(2).
72 Pa. Stat. §7401(3)(2)(a)(9) 100% 0% 0%} Pennsylvania{ 38
R.l. Gen. Laws §44-11-14(a). 33% 33% 33%! Rhode Island 39
S.C. Code Ann. §12-6-2252; 100% 0% 0% South 40
Carolina

NNan on 7um N7 nnan on um N7 South Dakota 41
Tenn. Code Ann. §67-4- 50% 25% 25% Tennessee 42
2012(a) ]
Tex. Tax Code Ann. §171.106(a); 100% 0% 0% Texas 43
Tex. Admin. Code §3.591(c)
Utah Code Ann. §59-7-311(2) 100% 0% 0% Utah 44

50% 25% 25%
33% 33% 33%

Vt. Stat. Ann. tit. 32, §5833(a)(1 50% 25% 25% Vermont 45
Va. Code Ann. §58.1-408 50% 25% 25% Virginia 46

N010N On 7Um N7 010N Un Jum X7 Washington 47
W. Va. Code §11-24-7(e). 25% 25% 25%; West Virginia 48
Wis. Stat. §71.25(6)(d); Wis. 100% 0% 0% Wisconsin 49
Admin. Code §Tax 2.39(4)(a).
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"“grIInNn DMIYYA NYIYYWA RINAIDA NIY2Y31 NNan 0N NIY'Y T NO0)

gn "Y'y Un "Y'y on MYy gn  "Iiv'y 1"
2014 NIN2N: 2005 NIN2N; 1995 NINan; 1985 NiNan
30% 30% 36% 50% Australia 1
25% 25% 343% 61.3% Austria 2
34% 34% 40.2% 45% Belgium 3
35.6% 35.6% 35.6% 45.1% Canada 4
26% 26% 25% 60.2% Finland 5
33.3% 33.8% 36.7% 50% France 6
30% 38.3% 56.6% 62.6% Germany 7
24% 32% 40% 4L4% Greece
12.5% 12.5% 10% 10% Ireland
34.1% 37.3% 52.2% 46.4% ltaly; 10
41% 39.7% 50% 56.1% Japan; M
25.5% 31.5% 35% 43% The! 12
Netherlands
28% 28% 28% 50.8% Norwayi 13
27.5% 27.5% 39.6% 55.1% Portugal{ 14
30% 35% 35% 35% Spain{ 15
26.3% 28% 28% 60.4% Sweden; 16
24.24% 33.7% 34.6% 34.6% Switzerland{ 17
28% 30% 33% 40% United{ 18
Kingdom
39.3% 39.3% 39.3% 49.6% United Statesi 19
26.5% 25% 36% 61% Israel 20

02 The data is based on US Treasury Survey and BNA portfolios.
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