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About the Greenlining Institute

The Greenlining Institute is a national policy, research, organizing, and leadership institute
working for racial and economic justice. We ensure that grassroots leaders are participating
in major policy debates by building diverse coalitions that work together to advance solutions
to our nation’s most pressing problems. Greenlining builds public awareness of issues facing
communities of color, increases civic participation, and advocates for public and private policies
that create opportunities for people and families to make the American Dream a reality.

About Greenlining’s Consumer Protection Program and Our Legal Team

Led by General Counsel Samuel Kang, Greenlining uses in house legal experts to ensure that
there is equity in the state’s energy, telecom, and cable industries. Greenlining’s legal team is
one of the few active racial justice advocates at the California Public Utilities Commission,
the Federal Communications Commission, and other regulatory bodies.

They work closely with grassroots leaders to ensure that the needs and solutions of communities
of color are represented in the halls of these commissions. Greenlining plays a critical role
in ensuring that California’s regulated companies remain leaders on issues of diversity and
economic equity. In addition, our legal team builds bridges between grassroots leaders and
corporate CEOs to ensure that positive dialogue leads to win win solutions.
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Executive Summary

I. Tax Avoidance and Offshore Holdings

This report is a follow-up to The Greenlining Institute’s 2011 report, Corporate America
Untaxed: Tax Avoidance on the Rise, which expanded upon the 2008 Government
Accountability Office (GAO) report, Large U.S. Corporations and Federal Contractors
with Subsidiaries in Jurisdictions Listed as Tax Havens or Financial Privacy Jurisdictions.
In this analysis we look primarily at high-tech companies, a sector of the economy that
has boomed despite the recession, with a focus on 30 top tech companies listed in the
Fortune 500. Many of these companies are presently supporting a repatriation campaign
that would allow foreign profits to be brought back to the U.S. at a drastically reduced
tax rate.

The amount of cash held overseas by these companies shot up by 21 percent from 2010
to 2011, to just under $430 billion. Apple and Microsoft had the biggest increases in
cash held offshore.

Simultaneously, the tax rate paid by these companies has plunged — from 23.6 percent in
2009 to 19.9 percent in 2010 and 16 percent in 2011. The hypothetical top corporate
tax rate of 35 percent is almost entirely a fiction.

The tax rate paid by Apple, the world’s most valuable company with a stock valuation
that passed $500 billion in March 2012, has dropped even more dramatically. With
profits soaring past $34 billion last year, the company’s tax rate fell from 24.8 percent in
2009 to 14.7 percent in 2010 and 9.8 percent in 2011. Apple’s tax rate over the last
three years was less than that of middle-income Americans with average household
incomes of $64,500 per year; its 2011 tax rate was lower than that of American
households making an average of $42,500 per year.

These 30 tech companies added a net total of 51 foreign subsidiaries from 2010 to 2011.
Nineteen of these were in tax haven jurisdictions as identified by the GAO. Sixteen of
the companies had 10 or more subsidiaries in tax haven countries.

The 30 tech companies received $18.7 billion in federal contracts during the 2011 fiscal
year, an increase of $76.9 million over 2010, with the majority going to eight firms.
These eight companies earned $82.5 billion worldwide and paid an average tax rate of
19.9 percent, far below the supposed corporate income tax rate of 35 percent.

Despite claims being made in an aggressive lobbying campaign, repatriation is unlikely
to create U.S. jobs or boost the economy. The 2004 repatriation law, which allowed
companies to return profits to the U.S. at a sharply discounted 5.25 percent tax rate, cost
the Treasury billions in revenues, while the top 15 repatriating companies actually cut
U.S. jobs in the aftermath. The money appears to have gone to investors and executives
through stock buybacks, increased compensation to executives and other devices, not
into expanded U.S. production or employment. Since the 2004 holiday, the corporations
that repatriated substantial sums have built up their offshore funds at a greater rate than
before it was enacted, suggesting that the law encouraged the shifting of more corporate
dollars and investments offshore in anticipation of another tax holiday.

Il. Recommendations

Pass the Stop Tax Haven Abuse Act. This legislation, introduced last year, is a broad
package of reforms designed to curb abuse of offshore tax havens. It would prevent
companies run from the U.S. from being able to claim foreign status, as well as closing
multiple loopholes and strengthening enforcement of the tax code.
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Fix the tax code, specifically Subpart F, to end deferral of certain types of income.
Deferral encourages corporations to accumulate profits offshore indefinitely.

Do not enact another repatriation tax holiday. The 2004 measure cost billions in
revenue and failed to promote jobs or investment within the U.S. Congress should
resist the intense pressure from wealthy companies that are essentially asking for
another Christmas present from taxpayers.

Stop rewarding tax avoidance. Corporations using offshore tax havens to dodge
U.S. taxes should be barred from receiving taxpayer-funded federal contracts.

In California, the nation’s leader for high-tech, large, publicly-traded corporations
should disclose tax payment information to the public. In 2011, California began
allowing large corporations to cherry-pick the formula used to calculate their taxes,
which may significantly reduce state revenues. Given the state’s ongoing budget crisis,
full information on the effect of this change should be a matter of public record.

Introduction

In August 2011, The Greenlining Institute published Corporate America Untaxed: Tax
Avoidance on the Rise,' which examined Fortune 100 companies’ uses of foreign
subsidiaries to shift profits offshore and avoid taxes while receiving some $89.6 billion in
federal contracts. That report expanded on a 2008 analysis of foreign tax havens by the
Government Accountability Office.?

Since then, President Obama and all of the leading Republican challengers have proposed
reforms of the corporate tax code. Details vary, but the proposals generally involve some
effort to close loopholes combined with a reduction in corporate tax rates. Meanwhile, a
business-backed lobbying campaign, called WIN America, is aggressively pushing for a
repeat of the 2004 repatriation tax holiday, which allowed companies to bring profits
from overseas subsidiaries back to the U.S. at a sharply discounted tax rate. Given the on-
going debate over the nation’s budget deficit, corporate taxation will likely get continued
attention regardless of the outcome of the 2012 election.

To further this discussion, we examined in detail the high-tech industry, one of the few
areas of the U.S. economy that has boomed even during the recent recession. We focused
our analysis on 30 tech-oriented companies listed in the Fortune 500. This report provides
updated data on cash held overseas by these companies, changes in the numbers of foreign
subsidiaries (including those in tax haven countries), and the tax rates paid. (For details
of the data used and how companies were chosen for analysis, see Mezhodology). In addition,
we analyze the effects of the 2004 tax repatriation law.

The technology sector is one of the most profitable and fastest growing sectors in the
United States. Five of the six companies that have ever been valued at half a trillion dollars
or more are high-tech companies. Their decisions ripple through the economy and create
thousands of jobs. From 2007 to 2011, while employment in many sectors cratered, the
IT Services and software industries together created 58,844 jobs.? The rise of the tech
industry has also led to growing influence in the political sphere. About 10 years ago,
Silicon Valley firms ranked 53rd out of all industries in their total amount of lobbying-
related spending in Washington. Now, Silicon Valley companies as a group rank fourth
nationally. That is more than $1 billion in political spending, or a 250 percent increase
in some cases.? Finally, we focus on high-tech firms because the current corporate tax
system makes it easier for technology companies to shift intellectual property and
manufacturing to low-tax countries as compared to industries in which customers and
the provision of services are largely domestic.

The Greenlining Institute | Tech Untaxed | 2012 | page 5
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Ower 25 years ago, President Ronald Reagan was horrified by a strikingly similar epidemic
of corporate tax dodging, admitting to his Treasury secretary that he “just didn’t realize
that things had gotten that far out of line.”® President Reagan and Congress then swept
away many corporate loopholes in the Tax Reform Act of 1986. But these reforms have
eroded over time, with multiple new loopholes creeping into the tax code. The evidence
suggests it is again time for Congress and the president to take bold action to address the
glaring inequities in our tax system.

Report Findings
OFFSHORE HOLDINGS UP, TAX RATES DOWN

1. Cash held offshore increased by 21 percent between 2010 and 2011.” Twenty-
nine corporations had a total of $429.7 billion in cash held offshore in 2011, money that
is currently not taxed by the U.S. These companies added $90.4 billion to their offshore
cash holdings between 2010 and 2011, a 21 percent increase. The top 10 companies
alone held $379 billion offshore, up by $81.8 billion or 21.5 percent from the prior year.
General Electric held $102 billion offshore. Apple and Microsoft had the largest jumps
in the amount of cash held offshore: $23 billion for Apple and $15 billion for Microsoft.

2. Tech companies’ tax rates have plunged. The 30 high-tech companies in our study
saw their tax rates decrease from 23.6 percent in 2009 to 19.9 percent in 2010 and just
16 percent in 2011. Collectively, these corporations had a healthy year in 2011, posting
$181 billion in profits, yet they paid less as a percentage of income than households
making $91,100 a year.® The hypothetical top corporate tax rate of 35 percent that has
been subject to so much criticism is almost entirely a fiction.

Table: What We Pay in Taxes vs. What High Tech Pays in Taxes

o

Household income earned per
year (2007)*

Income Taxes as Share of Income

30 High Tech Profits by Year

(2009-2011) Income Taxes as Share of Income

$18,400 4.0% Year 2009: $98,067,000,000 23.6%
$42,500 10.6% Year 2010: $153,163,000,000 19.9%
$64,500 14.3% Year 2011; $181,450,000,000 16.0%
$91,100 17.4%
$264,700 25.1%
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Source: “Average Federal Taxes by Income Group,” Congressional Budget Office, June 2010,
available at www.cbo.gov/publication/42870.

3. Apple, now the world’s most valuable company, has reduced its tax rate even
more dramatically. With profits soaring past $34 billion last year and a market capital-
ization now exceeding $500 billion, Apple’s tax rate fell from 24.8 percent in 2009 to
14.7 percent in 2010 and 9.8 percent in 2011. Apple’s tax rate over the last three years
was less than that of middle-income American households earning an average income of
$64,500 per year; its 2011 tax rate was lower than the 10.6 percent rate paid by American
households making an average of $42,500 per year.” As of the end of fiscal year 2011,
Apple had a total of $54.3 billion in deferred foreign income.

4. Some multinationals pay close to nothing in taxes. Advanced Micro Devices,
Amazon, and Western Digital Corp, for example, all had a three-year tax rate that was
less than or equal to the four percent rate paid by housecholds making $18,400 a year.'

The Greenlining Institute | Tech Untaxed | 2012 | page 6
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5. The number of foreign subsidiaries increased. All 30 of the corporations in our
study reported having “significant” subsidiaries' in jurisdictions listed as tax havens or
financial privacy jurisdictions as defined in the GAO report.'? On average, each company
added 1.8 foreign subsidiaries and 0.7 foreign subsidiaries in tax haven countries from
2010 to 2011." As a group, these firms added a total of 51 foreign subsidiaries and 19
subsidiaries in tax haven jurisdictions. Because the rules for reporting of significant
subsidiaries allow omission of subsidiaries that may generate substantial activity, these
figures are almost certainly understated. Sixteen of the 30 corporations had 10 or more
subsidiaries in tax haven countries. Seven companies had at least half of their foreign
subsidiaries in tax haven jurisdictions and five had all of their foreign subsidiaries in tax
havens. In 2011, seven jurisdictions listed as tax havens had more than 20 corporate
subsidiaries; GE owned 16 of the 86 subsidiaries in Ireland.

6. Dollars received in taxpayer-funded federal contracts increased. Of the 30 companies
in our study, 23 received a total $18.7 billion in federal contracts in fiscal year 2011,
$76.9 million more than 2010. The top eight federal contract awardees received approx-
imately 98.9 percent of this sum. The contract amounts for these eight firms range from
a high of $7.3 billion (SAIC, Inc.) to a low of $157 million (Microsoft). Collectively, this
group earned a total of $82.5 billion in worldwide profits and paid an average tax rate of
19.9 percent. As of the end of fiscal year 2011, this group held more than $219.4 billion
offshore and had a total of 719 foreign subsidiaries (34 percent of all foreign subsidiaries),
including 142 in tax haven countries (33 percent of all subsidiaries in tax haven countries).

# of corporation
Tax Havens subsidiaries
Ireland 86
Singapore 68
Hong Kong 55
Luxembourg 40
Bermuda 33
Cayman Islands 30
Switzerland 27
Total 339

Source: Data gathered from company 10-K statements

APPLE, THE TECH INDUSTRY, AND THE AMERICAN PUBLIC

Apple had one of the most successful years on record in 2011. Its profits surpassed all
other companies at $34 billion, and in March 2012 Apple’s stock value topped $500
billion, making it the world’s most valuable company — and one of the six most valuable
companies at any point in history. Only Microsoft, ExxonMobil, Cisco, General Electric,
and Intel have ever surpassed this threshold. Apple’s valuation now exceeds the gross
domestic product of oil-rich Saudi Arabia as well as that of many other nations, including
Poland, Belgium, Sweden, and Taiwan.

While ingenuity and innovation have driven Apple’s triumph, much of its profits have
come from U.S. consumers. Americans purchased $41.8 billion of Apple’s gadgets in
2011, more than any other country.! The U.S. is the only country other than China to
account for more than 10 percent of Apple’s net sales in 2011. Despite the economic
downturn, Americans bought 72.3 million iPhones last year, an 81 percent increase over
2010. Overall, sales of all Apple products in the U.S. increased by 31.5 percent. While
not a large federal contractor, Apple did receive over $21 million in U.S. government
contracts from 2007 to 2011. Other companies that are wholly or largely in the tech field

The Greenlining Institute | Tech Untaxed | 2012 | page 7
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benefited from much larger amounts of federal contract dollars, including General Electric,
IBM, Dell, Oracle, and Microsoft. GE, for example, received $5.8 billion in federal
contracts from 2010 to 2011 and IBM received $3.3 billion. Together, these five
companies alone received a total of $12.7 billion in taxpayer-funded federal contracts
between 2010 and 2011. Altogether, 23 technology companies in our study received
$18.7 billion worth of taxpayer-funded federal contracts in 2011.

Table: Profile of the Top 8 High-Tech Companies Receiving Taxpayer-
Funded Federal Contracts

11 O i

Foreign Tax Average

Federal Contracts Subsidiaries Havens  TaxPaid Undistributed foreign Worldwide profits
Company '10-'11 '11 '11 '10-'11 earnings '11
SAIC, Inc. $14,250,977,284 17 1 37.7% Not provided $883,000,000
Computer Sciences Corp $8,918,890,607 121 21 4.0% $2,285,000,000 $968,000,000
General Electric Co $5,807,409,158 57 28 16.3% $102,000,000,000 $20,098,000,000
International Business Machines Corp $3,335,982,691 90 14 23.5% $37,900,000,000 $17,781,000,000
Dell Inc $2,875,832,532 188 35 16.2% $12,300,000,000 $3,350,000,000
Xerox $435,625,162 239 37 16.3% $8,000,000,000 $1,565,000,000
Oracle Corp $458,074,290 2 2 27.6% $20,400,000,000 $11,411,000,000
Microsoft $264,125,157 5 4 17.7% $44,500,000,000 $28,071,000,000
Total $35,911,291,718 719 142 19.9% $219,385,000,000 $82,562,000,000

1071011
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Source: Federal contract obligations can be found at USA Spending, www.usaspending.gov
Note: Contracts prime awardee data includes procurement data downloaded from Federal
Procurement Data System as of 03/10/2012.

Apple and other high-tech companies deserve great credit for ingenuity and innovation.
But we should not forget that their success is built with U.S. consumer dollars and
substantial contributions from taxpayers. In some cases this takes the form of government
contracts, but in every case it includes the infrastructure and resources paid for by American
taxpayers that make it possible for companies to thrive. A company selling consumer
products moves “goods to market on the roads the rest of us paid for [and] hired workers
the rest of us paid to educate.”” Americans and U.S. corporations are bound by a social
contract that requires all to contribute our fair share if the United States is to continue
to be a place of innovation.

Yet, this relationship has become drastically lopsided in recent decades. Since the
mid-1950s, corporations’ share of the federal budget has plummeted, from 27 percent
to nine percent in 2010."® Despite this, corporations have lobbied Congress to further
lower the 35 percent U.S. corporate income tax rate — a rate which, as the figures above
demonstrate, is largely a sham.

Despite Apple’s record profits in 2011, it only paid a 9.8 percent tax rate, lower than the
tax rate of a household making less than $42,500 a year."” But Apple is no exception.

In 2011, the 30 large tech companies in our study boasted $181 billion in profits, a 15.5
percent jump from 2010, and a whopping 46 percent increase from 2009, and yet they
collectively paid a 16 percent tax rate by employing complicated tricks to move profits
offshore. Their three-year rate, spanning 2009 to 2011, was 19.1 percent. And some
companies paid nothing or close to it. Advanced Micro Devices, Amazon, Broadcom,
and Western Digital Corp, for example, all paid as much or less in taxes as a percentage
of their income than was paid by households making an average of $18,400 a year.'

The Greenlining Institute | Tech Untaxed | 2012 | page 8
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Table: High-tech Worst Offenders (Ranked by 3-year tax rate)
(income in Smillion)

roorg@rnryrogr noorornoorec

Taxes Tax Taxes
Income paid Taxrate Income Taxes Rate Income Paid Income Taxes

Company '09-'11 '09-'11 '09-'11 11 Paid '11 11 '10 '10 '10 '09  Paid'09 '09
Rockwell Automation $1,696 -$30 -1.7% $868 $49 5.7% $554 -$23 -4.1% $274 -$56  -20.4%
Western Digital Corp $2,801 $28 1.0% $780 $10 1.3% $1,520 $7 0.5% $501 $11 2.2%
GUREITEEE AT $1,408 $35 2.5% $491 9 1.8% $509 $12 2.4% $408 $14 3.4%
Devices

Broadcom $2,125 $55 2.6% $956 $23 2.4% $1,097 $15 1.4% $72 $17 23.6%
Amazon $3,592 $156 4.3% $934 $33 3.5% | $1,497 $75 5.0% | $1,161 $48 4.1%
HP $29,371 $3,070 10.5% $8,982 $1,134 12.6% | $10,974  $1,293 11.8% $9,415 $643 6.8%
EMC Corp $7,230 $871 12.0% $3,249 $323 9.9% $2,607 $232 8.9% | $1,374 $316 23.0%
Computer Sciences $2,940 $402 13.7% $968 $126 13.0% | $1,022 -$47 -4.6% $950 $323 34.0%
Apple $64,656 $9,032 14.0% | $34,205 $3,338 9.8% | $18,385  $2,697 14.7% | $12,066 $2,997 24.8%
Xerox $3,007 $487 16.2% $1,565 $115 7.3% $815 $273 33.5% $627 $99 15.8%
Google $31,503 $5,542 17.6% | $12,326  $1,471 11.9% | $10,796  $2,175 20.1% | $8,381 $1,896 22.6%
Total $150,329  $19,649 13.1% | $65,324  $6,631 10.2% | $49,776  $6,709 13.5% | $35,229 $6,308 17.9%

SHIFTING PROFITS OVERSEAS

American technology companies achieve these low tax rates by moving and keeping hundreds
of billions of dollars in profits offshore. Last year, the technology companies in our study
kept more than $429 billion in offshore accounts, avoiding taxes on these profits. From
2010 to 2011, these companies increased the size of these offshore accounts by $90 billion.

Evidence of profit shifting is seen in the ballooning cash corporations stash offshore, where
it is not taxed by the U.S. government. In recent years, U.S. corporations with multinational
operations have reported staggering increases in profits offshore while reducing the taxes
they pay in the United States."

Until foreign income returns to the U.S. parent corporation, the U.S. tax on such income
is deferred. Deferral encourages corporations to shift profits offshore or disguise U.S. profits
as foreign profits by creating subsidiaries in a no- or low-tax country since U.S. corporations
are not taxed on income earned by foreign subsidiaries until they distribute that income
back to the U.S. parent company.?

Technically, corporations only defer paying U.S. income taxes on these profits, but these
deferrals often begin to look permanent. GE, for example, had deferred U.S. taxes on
about $102 billion as of the end of fiscal year 2011.

In practice, corporations rarely repatriate significant portions, thus avoiding U.S. taxes
indefinitely.?! Apple, for example, made $35 billion in pretax profits in 2011 and of that
amount, $24 billion was earned overseas. Apple deferred almost all of this, $23.5 billion.
As of the end of fiscal year 2011, Apple had $54.3 billion in deferred foreign income.

U.S. companies had amassed at least $1 trillion in foreign profits not taxed in the U.S.

due to deferral as of the end of 2009. That cumulative total, based on filings by 135
companies, increased 70 percent over three years, from $590 billion in 2006.? Deferral
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of taxes on income of foreign subsidiaries will cost the U.S. an estimated $199 billion
from 2011 through 2015.% The technology companies in our study currently hold more
than $429 billion in offshore accounts, tax-free.

1010

In an era of large federal deficits and intense discussion of how to reduce them, this is
not a trivial matter. The revenue our nation would have collected if these funds stayed in
111¢ America could help avoid present and future cuts to programs vital to American families.

0831381081001 3100

AR Table: Taxpayer-funded Federal Contracts Given to High-tech

Companies, 2010-2011

~iuman
Company Federal Contracts ('10-'11) Undistributed earnings ('11) Tax Rate (‘10-'11)
SAIC, Inc. $14,250,977,284 Not Available 37.7%
Computer Sciences $8,918,890,607 $2,285,000,000 4.0%
General Electric $5,807,409,158 $102,000,000,000 16.3%
IBM $3,335,982,691 $37,900,000,000 23.5%
Dell Inc $2,875,832,532 $12,300,000,000 16.2%
Xerox Corp $926,005,728 $8,000,000,000 16.3%
Oracle $458,074,290 $20,400,000,000 27.6%
Microsoft $264,125,157 $44,500,000,000 17.7%
Pitney Bowes $189,656,879 $940,000,000 29.1%
EMC Corp $116,292,036 $6,400,000,000 9.5%
Sanmina-SCl Corp $110,663,088 $364,600,000 17.5%
Rockwell Automation $20,073,094 $1,906,000,000 1.9%
Cisco $11,616,316 $36,700,000,000 21.6%
Hewlett-Packard $7,068,011 $29,100,000,000 12.2%
Intel Corp $6,218,071 $17,000,000,000 23.5%
Apple $4,891,970 $54,300,000,000 11.5%
General Cable Corp $2,334,260 $798,000,000 44.0%
NCR Corp $1,165,504 $1,200,000,000 62.7%
Amazon $719,507 $2,000,000,000 4.4%
Applied Materials $696,000 $1,000,000,000 16.2%
Google $148,833 $24,800,000,000 15.8%
Yahoo $93,990 $3,400,000,000 17.3%
Advanced Micro Devices $88,868 $414,000,000 2.1%
Whirlpool $69,537 $3,000,000,000 29.9%
Micron Technology $38,707 $631,000,000 3.9%
Total $37,309,132,118 $411,338,600,000 17.7%

Source: Federal contract obligations can be found at USA Spending, www.usaspending.gov
Note: The assistance prime awardee data includes agency submissions as of 3/10/2012 and the
contracts prime awardee data includes procurement data downloaded from FPDS as of
3/08/2011.

THE REPATRIATION SCAM

The result of the practices described above has been a huge windfall for a relative few,
with surprisingly little of this tech wealth reaching the rest of the economy. General Electric,
for example, has eliminated a fifth of its workforce in the United States while increasing
overseas employment since 2002.* During that period, GE’s accumulated offshore profits
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have risen from $15 billion to $102 billion.” The situation has become so pronounced
that it has become a public relations problem for the companies.

So, perhaps not surprisingly, companies that benefit from tax deferral have proposed a
“solution” to this huge amount of money parked offshore: They propose what would
essentially be a rerun of the American Job Creation Act of 2004, which permitted U.S.
corporations to bring income held outside the country back at an effective rate of 5.25
percent instead of the 35 percent top corporate income tax rate.

A coalition of America’s largest multinational corporations has launched an aggressive
lobbying campaign for a second tax holiday. Leading this growing coalition, called
WIN America, is Chief Executive Officer John Chambers of Cisco Systems Inc., along
with other large technology and pharmaceutical firms.?® Supporting companies, listed
at http://www.winamericacampaign.org/supporters/, include Adobe, Apple, Google
and Microsoft.

WIN America has already invested $50 million in lobbying efforts, hiring 42 former
congressional staffers who worked for either the House Ways and Means Committee or the
Senate Finance Committee, the two committees that write the nation’s tax rules.?” WIN
America is made up of 18 publicly-traded corporations and 24 trade associations, including
the U.S Chamber of Commerce.?® Fifteen of the eighteen corporations leading the charge
for a massive tax holiday repatriated a total $55 billion after the 2004 tax holiday.?” Three
were not part of the 2004 repatriation, including Broadcom, Google, and Loews.

Who Benefited From the 2004 Tax Holiday?

843 companies took advantage of the 2004 tax holiday, while 52 percent of the benefits went
to just 15 of the largest American multinational corporations.® Pharmaceutical and medicine
companies accounted for 32 percent of the total money brought back to the U.S., or $99 billion.
The computer and electronic equipment industry accounted for $58 billion or 18 percent of

the total. These two industries accounted for half of the repatriations.®!

Funds were repatriated primarily from low tax or tax haven jurisdictions. Seven of the surveyed
corporations repatriated between 90 percent and 100 percent of their funds from tax
havens.®? Intel brought back most of its offshore cash from a Cayman Islands corporation
that had no physical office and, according to Intel, “helped reduced the Irish tax on
manufacturing operations in Ireland” and facilitated the flow of funds among its other

offshore subsidiaries.

Oracle repatriated nearly all of its offshore cash from an Irish subsidiary which had no physical
office and was designed, in the words of Oracle, to “facilitate business operations outside the
U.S.” Although the Irish company itself had no office and no full time employees in the

jurisdiction, the four subsidiaries under it had a total of 500 employees.34

Company Total Amount Repatriated % from Tax Havens
Hewlett Packard $16,522,078,519 7.3%

IBM $11,918,494,152 7.4%

Intel $7,560,218,819 63.8%

Oracle $3,326,920,000 94.3%

Microsoft $1,113,952,221 97.0%

Source: Senator Carl Levin, “Repatriating Offshore Funds: 2004 Tax Windfall for
Select Multinationals,” United States Senate Permanent Subcommittee on
Investigations, October 11, 201, p. 50.
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WIN America and its supporters argue that bringing back hundreds of billions of dollars
could help stimulate the ailing economy and plug our growing deficit. A study by the
Chamber of Commerce estimated that repatriated dollars could increase the gross domestic
product by roughly $360 billion and create some 2.9 million new jobs.”

It sounds appealing until one looks at the results of the 2004 tax holiday, which did not
spur domestic investment or create U.S. jobs as promised.*®

The tax holiday saw corporations return $312 billion in qualified repatriation dollars to
the United States while avoiding a reported $3.3 billion in tax payments.?’

But instead of adding jobs, the top 15 repatriating corporations reduced their overall U.S.
workforce by 20,931 jobs.?® Evidence also indicates that repatriated funds did not
increase overall U.S. research and development, according to a government study of 840
corporations that benefited from the tax holiday.”” Overall, the 2004 tax holiday cost the
U.S. Treasury nearly $106 billion in lost revenue, produced no appreciable increase in U.S.
jobs or research investments, and ultimately led to U.S. corporations directing more

funds offshore. %

If cash brought back to the U.S. did not spur investment and create jobs, where did it go?
Much seems to have gone into the pockets of investors and top executives of these corpo-
rations. According to a study by the Senate Permanent Subcommittee on Investigations,
spending on stock buybacks increased by 16 percent from 2004 to 2005 and rose by 38
percent from 2005 to 2006.%! The same study found that each dollar of repatriated cash
was associated with an increase of between 60 and 92 cents in payouts to shareholders.
Annual compensation for the top five executives jumped 27 percent from 2004 to 2005
and another 30 percent from 2005 to 2006, with 10 of the corporations issuing restricted
stock awards of $1 million or more to senior executives.*?

U.S. Jobs Lost

1010

101011 Accelerate

Stock Repurchases Increased

Executive Compensation

Increased

Research and Development
Expenditures Did Not

Reduced overall U.S. workforce
by 20,931 jobs.

No evidence that repatriated funds
increased overall U.S. employment.

No evidence repatriated funds
increased overall U.S. research and
development outlays.

Showed slight decrease in their
U.S R&D expenditures.

Each extra dollar of repatriated cash
increased by 16% from 2004 to was associated with an increase of
2005 and 38% from 2005 to between 60-92 cents in payouts to
2006. shareholders.

Spending on stock buybacks

Of the top 15 repatriating corporations, annual compensation for the top
five executives jumped 27% from 2004 to 2005 and another 30% from
2005 to 2006, with 10 of the corporations issuing restricted stock awards of
$1 million or more to senior executives.
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Source: “Repatriating Offshore Funds: 2004 Tax Windfall for Select Multinationals,” United
States Senate Permanent Subcommittee on Investigations, October 11, 201, p. 4-5.
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The Offshore Fund Saga Continues

Since the 2004 tax holiday, the corporations that repatriated substantial sums have built up
their offshore funds at a greater rate than before the tax holiday, suggesting that repatriation
encouraged increased shifting of corporate dollars and investments offshore in anticipation
of another tax holiday.* Empirical evidence indicates that corporations will benefit even
more than before if another repatriation tax break occurs.** The Joint Committee on
Taxation calculates that a new version of this tax break could cost the Treasury approximately
$78.7 billion in lost tax revenues over 10 years, assuming an 85% decrease in the tax rate.®

THE ROLE OF CALIFORNIA

No state has a closer bond between the high-tech sector and its overall economy than
California. Silicon Valley is home to some of the nation’s largest technology corporations,
and even with the development of other high-tech economic centers throughout the
United States, it continues to be the leading hub for high-tech innovation and development,
accounting for one-third of all venture capital investment in the U.S.% California’s share
of workers in high-tech industries is higher than the national average, representing 4.3
percent of total employment in California as of 2010.¥

It is not a coincidence, then, that 13 of the 30 companies studied in this report are either
incorporated in California or headquartered there. Generally, this group of 13 paid about
the same amount in taxes as their national peers, with California companies paying a
three-year rate of 17.7 percent. Like the group of 30, these 13 book more than half of
their profits offshore, 56.5 percent. Their share of federal contract dollars, however, is
small: just 1.5 percent of total federal contract dollars given to high-tech companies.

Table: Comparing 15 California High-tech Companies with 30 Nationwide
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Foreign  World Wide
Profit ‘09- Profit ‘09- Taxes Paid Tax Rate Federal Contracts
11 ($M) 11 ($M) ‘09-11 ($M) ‘09-11 ('10 -'11) ($M)
CA Companies $130,458 $230,786 $40,881 17.7% $559
All 30 Companies $239,810 $432,682 $84,208 19.6% $37,309

Table: Companies Incorporated in California or Headquartered in California

World Wide

Foreign Profit Profit Taxes Paid Tax Rate Federal Contracts

Company (‘09-'11) (‘09-'11) (‘09-'11) (‘09-'11) (‘10+'11)
Advanced Micro Devices -$1,369,000,000 $1,408,000,000 $35,000,000 2.5% $88,868
Apple $43,600,000,000 $64,656,000,000 $9,032,000,000 14.0% $4,891,970
Applied Materials $1,790,000,000 $3,279,000,000 $744,000,000 22.7% $696,000
Broadcom $2,394,000,000 $2,125,000,000 $55,000,000 2.6% $0
Cisco $20,967,000,000 $24,933,000,000 $5,081,000,000 20.4% $11,616,316
Google $18,283,000,000 $31,503,000,000 $5,542,000,000 17.6% $148,833
Hewlett-Packard $19,736,000,000 $29,371,000,000 $3,070,000,000 10.5% $7,068,011
Ingram Micro $897,000,000 $1,095,000,000 $287,000,000 26.2% S0
Intel Corp $7,716,000,000 $39,530,000,000 $8,908,000,000 22.5% $6,218,071
Oracle $13,083,000,000 $27,488,000,000 $7,589,000,000 27.6% $458,074,290
Sanmina-SCI Corp $144,500,000 $125,900,000 $68,400,000 54.3% $110,663,088
Western Digital Corp $2,537,000,000 $2,801,000,000 $28,000,000 1.0% S0
Yahoo $679,000,000 $2,471,000,000 $442,000,000 17.9% $93,990
$130,457,500,000 $230,785,900,000 $40,881,400,000 17.7% $599,559,437
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HOW TECH COMPANIES GAME THE INTERNATIONAL
TAX SYSTEM

High-tech companies use a variety of techniques to shift profits from one country to
another. In Corporate America Untaxed we outlined Google’s Double Irish/Dutch Sandwich
model, used by Google, Facebook, and other companies to lower tax rates. This model
uses paper transactions between Google, headquartered in Mountain View, California,
and its subsidiaries abroad, allowing Google to allocate expenses and profits among
different countries. Below, we examine a similar strategy involving manufacturing.

The Building Blocks

Generally under U.S. tax law, U.S. corporations do not pay tax on their foreign profits
until those profits return “home.”*® Until then, U.S. tax on such income is considered
deferred. Not all types of income, however, benefit from deferral. When profits have the
appearances of being artificially routed through tax havens by the use of foreign
subsidiaries and other “related-party” entities, foreign profits are supposed to be taxed
immediately.® Since some types of income are easily movable from one taxing jurisdiction
to another, Congress enacted rules in the 1960s for taxing certain undistributed foreign
profits. These rules were created specifically to discourage U.S. firms from using foreign
subsidiaries to artificially shift some income from the parent’s active business into
low-tax jurisdictions.*

The example below illustrates transactions arising from activities conducted by a foreign
subsidiary of a U.S. parent corporation whose profits are supposed to be taxed immediately:

A U.S. company forms and operates a subsidiary in high-tax Germany, which manufactures
computers that will ultimately be sold to customers outside of Germany. But instead of
selling the manufactured computers to these customers directly, the German subsidiary
sells to the Irish subsidiary at a reduced price. The Irish subsidiary then resells the
computers at a much higher price. This way, profits properly attributable to manufacturing
in Germany are booked in low-tax Ireland. Because this scheme is recognized as abusive
under U.S. statutes, the United States taxes the Irish profits immediately, even though
they have not been distributed to the U.S. parent.’! At least, that is how the law is
supposed to work.

German Sub.
Manufactures computers Irish Sub.

for cost at S5

Customers

Sell computers to
Irish Sub. for $10

Tax
$5 x 30% = $1.50

Profit
$5-$1.50 = $3.50

Tax
$40x 12.5% = $5

Profit
$40 - $5=$35

Irish Sub. sells computers to customers
for $50

Note: The IRS will tax profits arising from these types of transactions immediately, even though the
subsidiary does not distribute to USA Co.
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The Growth of Contract Manufacturing

But the laws designed in the 1960s are porous. The new wave of international tax avoidance
gets around these rules by using partnerships and other non-corporate entities and by
having affiliates conduct services for one another without the physical exchange of
goods or materials.*?

As shown above, routing goods through tax havens and then adjusting transfer prices is one
way high-tech corporations lower international taxes. “Because a transaction with a related-
party subsidiary in which no significant business activity takes place is a hallmark of tax
avoidance, U.S. law reaches the low-tax subsidiary and taxes that profit immediately.”>

To get around U.S. tax law, suppose that the German subsidiary makes a part of the
electronic gadget at a cost of $5. It now sells this part of the electronic gadget to Irish
Subsidiary for $10. Instead of manufacturing and assembling the parts into an electronic
gadget, Irish Subsidiary hires Foxconn Technology, a Chinese contract manufacturer, to
manufacture the products under certain specifications at a cost of $10. Irish Subsidiary then
sells the finished gadget to Taiwan Subsidiary at $50 for resale to customers in Asia. Note
that most of the profits from producing the gadgets now sit in Ireland, taxed at a favored
rate, 12.5 percent. Because of how the U.S. law is structured,” there is no U.S. tax on the
profits earned in Ireland until it decides to bring cash back in the form of dividend.
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Parent Co.
(USA)

Irish Sub.
Contracts out
manufacturing at cost
German Sub. sells parts to of $10
Ireland Sub. at $10.

German Sub.
Manufactures gadget
parts for cost of $5

Irish Sub. sells to
Taiwan Sub. at $50

Tax Tax
$5x30% = $1.50 $40x 12.5% = $5
Profit Profit

$5-$1.50 = $3.50 $40-$10 = $30

electronic gadget.

Foxconn

Irish Sub. now contracts with Foxconn in
China to assemble the parts to make
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Contract manufacturing is a common practice used by many high-tech firms, including
Apple. In a similar structure to what is described above, Apple defers its profits from
sales of its gadgets by booking them in low-tax countries. All high-tech firms in our
study, with the exception of SAIC, which did not provide such information, hold more
than $429 billion in cash offshore. Among the top include GE, Apple, and Microsoft.
It is not a coincidence that their share of foreign profits as a percentage of world-wide
profits eclipsed domestic profits.
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Table: Top 9 High-tech Firms Holding the Most Cash Offshore
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(Undistributed Foreign Earnings)

Undistributed Foreign Earnings Foreign Profits as % of World-wide Profits
Company '11 (M) '10 (M) Change ‘11 ‘10
General Electric $102,000 $94,000 +$8,000 49.0% 61.3%
Apple $54,300 $30,800 +$23,500 70.2% 70.7%
Microsoft $44,500 $29,500 +$15,000 68.4% 61.7%
|| 1BMm $37,900 $31,100 +56,800 17.6% 13.2%
$36,700 $31,600 +$5,100 84.5% 88.3%
Hewlett Packard $29,100 $21,900 +$7,200 66.2% 63.3%
Oracle $20,400 $17,700 +$2,700 44.1% 48.1%
Intel $17,000 $11,800 455,200 17.6% 13.2%
$12,300 $11,300 +$1,000 83.6% 88.9%
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Apple, Made in China

“Companies once felt an obligation to support American workers, even when it wasn't the best
financial choice. That's disappeared. Profits and efficiency have trumped generosity.”>
- Betsey Stevenson, former chief economist at the U.S. Labor Department

As recently as 2002, most of Apple’s products were manufactured in the U.S. Now, nearly
all, from Macs to iPhones, are made in China.’® Apple is the envy of many high-tech
corporations, in part for its unrelenting mastery of global operations. Last year, it earned
over $400,000 in profit per employee, more than Goldman Sachs, Exxon Mobil,
or Google.”’

While Apple employs 43,000 people in the United States and 20,000 overseas, many
more work for Apple’s contractors: an additional 700,000 people engineer, build and
assemble Apple’s products,’® and almost none of them work in the U.S. Instead, they
work for foreign companies in Asia, Europe, and elsewhere, at factories that almost all
electronics designers rely upon to build their wares.”” An estimated 90 percent of iPhones’
parts are manufactured abroad. Advanced semiconductors have come from Germany and
Taiwan, memory from Korea and Japan, display panels and circuitry from Korea and
Taiwan, chipsets from Europe, and rare metals from Africa and Asia. And all of it is put
together in China.®

For Apple, China is attractive for two reasons: Factories in Asia “can scale up and down
faster” and “Asian supply chains have surpassed what’s in the U.S.,” according to one
former high-ranking Apple executive.®’ As a result, Apple’s entire supply chain is now in
China, where iPhones and other Apple products are assembled in Foxconn City.®
Foxconn Technology has facilities in Asia, Eastern Europe, Mexico, and Brazil, and it
assembles an estimated 40 percent of the world’s consumer electronics for customers like
Amazon, Dell, Hewlett-Packard, Motorola, Nintendo, Nokia, Samsung, and Sony.*
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Recommendations
1. Congress should pass the Stop the Tax Haven Abuse Act.

In July 2011, Sen. Carl Levin (D-Mich.) in the Senate and Reps. Lloyd Doggett (D-TX),
Sander Levin (D-MI), and Rosa DeLauro (D-CT) in the House of Representatives
proposed legislation targeting the use of tax havens. A key provision of the bill authorizes
Treasury to take specified steps against foreign financial institutions that impede U.S. tax
enforcement. It would also prevent companies run from the U.S. from being able to claim
foreign status and require annual country-by-country reporting by SEC-registered
corporations on employees, sales, financing, tax obligations, and tax payments. Currently,
the government does not require firms to distinguish between U.S. and overseas jobs in
their public reports. Following the 2004 tax holiday, 58 of the corporations responsible
for 70 percent of total repatriated funds slashed nearly 600,000 jobs.* Yet, because the
government does not require firms to distinguish between U.S. and overseas jobs in their
public reports, we do not know precisely how many of those jobs were in the U.S. For a
summary of the bill, see:
http://www.levin.senate.gov/newsroom/press/release/summary-of-the-stop-tax-haven-
abuse-act-of-2011.

2. Congress should fix the tax code, specifically Subpart F, to end deferral on

certain types of income.

Deferral encourages corporations to accumulate profits offshore indefinitely, denying the
U.S. billions of dollars in potential revenue. Tightening laws allowing deferral will permit
the U.S. to raise revenue and discourage companies from keeping cash offshore indefinitely.

3. Congress should not enact a second corporate tax holiday.

The 2004 tax holiday did not produce the result it promised. Instead, it produced a
substantial revenue loss, failed to increase U.S. jobs and created incentives for U.S.
corporations to move jobs and investments offshore. In 2011, U.S. corporations had
record domestic cash assets of around $2 trillion, indicating that the availability of cash
is not constraining hiring or domestic investment. So allowing corporations to repatriate
more cash at ultra-low tax rates would be an ineffective way to spur new jobs.®

4. Congress should stop rewarding corporate tax evasion by giving these
companies federal contracts.

High-tech companies highlighted in this report as sheltering profits in tax havens also
reaped federal contracts worth $37.3 billion in 2010 and 2011 combined. Corporations
using offshore tax havens to dodge U.S. taxes should be barred from receiving taxpayer-
funded federal contracts until their behavior changes.

5. In California, the nation’s leader for high tech, large, publicly-traded
corporations should disclose tax payment information to the public.

Corporations only report profits at the national level, so states use a process known as
“apportionment” to determine how much of a multistate corporation’s profits they can
tax. The states that levy a corporate income tax calculate the taxable profits on the
percentages of property, payroll, and/or sales located in the state. In California, corpora-
tions determine the amount of taxes they need to pay to the state using either the
traditional “double-weighted sales factor” formula, which weighs the company’s property
and payroll at 25 percent each, and sales at 50 percent, or using only the amount of their
sales. The option to use only sales, or the “elective single-sales factor,” was intended to
encourage corporations to produce in California and sell into other states.
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The 2011 tax year was the first year in which companies were able to use this elective
single-sales factor to determine their California taxes. Giving businesses the option to
cherry-pick either formula will allow them to pick the one that lets them pay the least in
taxes. The Franchise Tax Board estimated that the switch from the mandatory double-
weighted sales factor to the elective single-sales factor will reduce state revenues by $900
million annually by 2012-13. However, the true impact that this change will have on
the state’s revenue is unknown until 2011 tax information can be compared to tax
information from prior years. During this difficult budget climate, it is imperative that
state policymakers have the information necessary to determine how large of an impact
this switch will have on state revenues. State legislation authored by Assemblyman Mike
Eng, AB 2439, will disclose which large, publicly-traded corporations are cherry-picking
lower tax rates.

Methodology

Choosing the companies

The methodology in this study parallels the methodology of the 2008 GAO report,
including the definitions of tax havens, and expands on The Greenlining Institute’s
previous report, Corporate America Untaxed: Tax Avoidance on the Rise. We updated the
corporations covered in the original list, focusing on 30 high-tech companies in the
Fortune 500.

We identified companies based on a variety of factors, beginning with firms that fall into
one of the technology industry categories, which include: semiconductor, electronic
computer development or services, computer programming services, computer storage
devices, electronic equipment, software services, office machines, circuit board manufac-
turers, computer peripheral equipment, or computer integrated system design. Second,
we eliminated companies that did not have foreign subsidiaries. Because some companies
do business in multiple industries, industry classifications are inherently imperfect. Third,
we eliminated companies that did not provide sufficient information to accurately
determine their federal income taxes; or companies that had a loss in any one of the three
years. This left 30 companies.

Identifying foreign subsidiaries in tax havens

To find corporate foreign subsidiaries, we followed the method used by the GAO. We
used Form 10-K and Exhibit 21, which are included in the SEC’s Electronic Data
Gathering, Analysis, and Retrieval (EDGAR) database, available at www.sec.gov/edgar,
to determine the locations of corporations’ subsidiaries based on their latest filings with
the SEC at the time of our review. We did not take additional steps to verify the accuracy
of information found in EDGAR. Also, since the SEC only requires public corporations
to report their “significant” subsidiaries, we were only able to identify the subset of
corporate subsidiaries meeting the definition of significant subsidiary. Within Exhibit
21, public corporations may omit information on those subsidiaries that do not constitute
significant subsidiaries when considered in the aggregate.

The SEC considers a subsidiary to be significant if (1) the parent corporation’s and its
other subsidiaries” investments in and advances to the subsidiary exceed 10 percent of
the consolidated total assets of the parent corporation and its subsidiaries, (2) the parent
corporation’s and its other subsidiaries” proportionate share of the total assets (after
intercompany eliminations) of the subsidiary exceed 10 percent of the consolidated total
assets of the parent corporation and its subsidiaries, or (3) the parent corporation and its
other subsidiaries’ equity in the income from continuing operations exceeds 10 percent
of the consolidated income from continuing operations of the parent corporation and
its subsidiaries. Corporations may also omit information on consolidated wholly-owned
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multiple subsidiaries carrying on the same line of business (such as chain stores). Since
the SEC only requires public corporations to report significant subsidiaries, the number
of subsidiaries in jurisdictions listed as tax havens or financial privacy jurisdictions for
each corporation or federal contractor is likely understated in this report.

Identifying tax haven jurisdictions

We followed the GAO’s 2008 methodology. It should be noted that no precise definition
of a tax haven exists. The Organization for Economic Development and Cooperation
(OCED), defined tax havens as sharing the following features: (a) no or low tax rates; (b)
lack of effective exchange of information with foreign tax authorities; (c) lack of
transparency; and (d) no requirement of substantial activity.®® Other sources used
characteristics similar to those in describing tax havens to describe offshore financial
centers or financial privacy jurisdictions.®” ¢

Calculating taxes paid

All public companies list in their SEC 10-K filings how much they think taxes will reduce
their profits. This is listed in the 10-K as their “tax expense” or “provision for income
tax.” However, this is just a provision, a set aside, and not all of this money is sent to the
IRS immediately. Some of it never will be paid.®” The reason for this is that there are two
sets of accounting rules—one for the IRS’® and another for investors and the SEC. Thus,
there are legal methods to lower a company’s taxes that are nonetheless not allowed by
financial accounting rules.”! As a result, companies routinely overstate on their financial
statements to the SEC and their investors how much they pay in taxes.”” A company may
have, for example, “unrecognized tax benefits,” which is money it told investors it spent
on taxes but never did. According to a tax scholar at the University of North Carolina’s
Kenan-Flagler Business School, “It's very dangerous to use a company's stated tax expense
to make statements about what it actually pays in taxes.””?

There are three methods used to report a company’s tax liability. The first two have to do
with the difference between current and deferred tax expenses. A company’s current tax
expenses are taxes that the company says it owes now. Deferred taxes are taxes the company
may owe in the future.

The first method calculates a company’s tax liability by looking at the current tax expense.
Citizens for Tax Justice used this method in its report, Corporate Taxpayers & Corporate
TIax Dodgers, because this is what the company is mostly likely to actually pay the IRS.
The second method calculates tax rates by including a company’s current and deferred
taxes, because that includes “all the money [the company] is putting aside to pay taxes,
which is the company’s best guess at what it will eventually owe.””* Generally, companies
use the latter method to calculate their “income tax provision” or “effective tax rate” stated
in their 10-K. Tax expert Robert Willens thinks using the current tax expense only is
probably closer to reality.”” Still, both methods appear to be estimates, not what companies
actually pay. And both methods of calculating tax rates are based on companies’ accounting
statements, not its tax returns, which neither the companies nor the IRS are required to
release publicly.

The third method, which this report uses, is what a company reports on its 10-K as “cash
taxes paid.” This is how much a company actually paid in taxes in a given year. But that
figure includes the company’s taxes paid everywhere, including taxes paid to states, the
U.S. federal government, and to other countries. Some of that money could be paid for
back taxes and some could eventually be refunded. While imperfect, this is the best
estimate of how much a company actually pays in taxes in a given year. Until the government
or the Financial Accounting Standards Board requires companies to report more, this is
the best figure available.
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Finally, this report does not attempt to determine whether corporations engaged in
transactions with subsidiaries specifically to reduce taxes. The existence of subsidiaries in
jurisdictions listed as tax havens does not prove that a corporation or contractor estab-
lished that subsidiary for the purpose of reducing its tax burden. Research and literature
review, however, do suggest a strong relationship.

Negative tax rates

Generally, a negative tax rate means that a company enjoyed a tax rebate. This can occur
by carrying back excess tax deductions and/or credits to an earlier year or years and
receiving a tax refund check from the U.S. Treasury Department. Negative tax rates can
also result from recognition of tax benefits claimed on earlier years™ tax returns, but not
reported as a tax reduction in earlier annual reports because the company did not expect
that the IRS would allow the tax benefits. If and when these “uncertain tax benefits” are
recognized, they reduce a company’s reported current income tax in the year that they
are recognized.”®

High effective tax rates

Some companies in our report had effective three-year tax rates that are higher than the
35 percent official corporate tax rate. This is usually due to taxes that were deferred in
the past but that eventually came due. Such “turnarounds” often involve accelerated
depreciation tax breaks, which usually do not turn around so long as companies are
continuing to increase or maintain their investments in plants and equipment. But these
tax breaks can turn around if new investments fall off (for example, because a bad
economy makes continued new investments temporarily unprofitable).””

Federal Contracts

Federal contract obligations can be found at USA Spending, www.usaspending.gov. The
assistance prime awardee data includes agency submissions as of 3/10/2012 and the
contracts prime awardee data includes procurement data downloaded from FPDS as of
3/08/2011.

Offshore Cash Funds

Offshore cash can be found in companies’ 10-K. Companies classify this money as
“undistributed foreign earnings for which no U.S. taxes are provided because such
earnings are intended to be indefinitely reinvested outside the U.S.”
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"I Appendix

Table: Profit, World-wide profits, and Foreign profits as a percentage
opllietaniool Y1'ao of world-wide profits, 2009-2011

Foreign Total '09 Foreign

'09 profits as

% of total
profit

Company Foreign Total '11 Foreign Foreign | Total '10 Foreign
'11 profits as '10 profits

% of total as % of

total

Advanced Micro $173 $491 35.2% -$478 $509 -$1,064 $408
Devices

$276 $934 29.6% $611 $1,497 40.8% $632 $1,161 54.4%
Apple $24,000 $34,205 70.2% $13,000 $18,385 70.7% $6,600 $12,066 54.7%
Applied Materials $1,121 $2,378 47.1% $600 $1,387 43.3% $69 -$486

Broadcom $1,088 $956 113.8% $868 $1,097 79.1% $438 S72 608.3%
Cisco $6,611 $7,825 84.5% $8,313 $9,415 88.3% $6,043 $7,693 78.6%

Cognizant Technology $825 $1,169 70.6% $658 $878 74.9% $485 $637 76.1%
Solutions

Computer Sciences Corp $386 $968 39.9% $575 $1,022 56.3% $458 $950 48.2%
$2,800 $3,350 83.6% $1,800 $2,024 88.9% $2,700 $3,324 81.2%
EMC Corp $1,800 $3,249 55.4% $1,200 $2,607 46.0% $900 $1,374 65.5%
General Cable Corp $74 $125 59.0% $91 $123 73.8% $131 $97 135.2%
General Electric Co $9,854 $20,098 49.0% $8,641 $14,085 61.3% $9,578 $9,864 97.1%
Google $7,633 $12,326 61.9% $5,848 $10,796 54.2% $4,802 $8,381 57.3%
Hewlett-Packard $5,943 $8,982 66.2% $6,947 $10,974 63.3% $6,846 $9,415 72.7%
Ingram Micro Inc $258 $388 66.5% $351 $438 80.1% $288 $269 107.1%
Intel Corp $3,122 $17,781 17.6% $2,119 $16,045 13.2% $2,475 $5,704 43.4%
$3,122 $17,781 17.6% $2,119 $16,045 13.2% $2,475 $5,704 43.4%
Micron Technology Inc $294 $551 53.4% $537 $1,920 28.0% -$427 -$1,852

Microsoft $19,209 $28,071 68.4% $15,438 $25,013 61.7% $14,292 $19,821 72.1%
NCR Corp $304 $49 620.4% $195 $93 209.7% $230 $62 371.0%
$5,033 $11,411 44.1% $3,961 $8,243 48.1% $4,089 $7,834 52.2%
Pitney Bowes Inc S5 $414 1.2% $144 $534 27.0% $140 $693 20.2%

Rockwell Automation $503 $868 58.0% $399 $554 72.0% $209 $274 76.3%
Inc

$9 $883 1.0% $18 $799 2.3% $7 $703 1.0%
Sanmina-SCIl Corp $57 $100 57.3% $79 $139 56.5% $9 -$113

Texas Instruments Inc $1,164 $2,955 39.4% $782 $4,551 17.2% $642 $2,017 31.8%
Western Digital Corp $660 $780 84.6% $1,418 $1,520 93.3% $459 $501 91.6%
Whirlpool Corp $212 -$28 $842 $586 143.7% $403 $293 137.5%
Xerox Corp $648 $1,565 41.4% $382 $815 46.9% $582 $627 92.8%
Yahoo Inc $294 $827 35.6% $198 $1,070 18.5% $187 $574 32.6%
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Table: Total Income, Taxes Paid, and Tax Rate for 2009-2011

roaoaprrro nooronoolrc

1ror

Paid

Company Rate '11
$491 $9 1.8%
m $934 $33 3.5%
$34,205  $3,338 9.8%
$2,378 %472 19.8%
$956 $23 2.4%
$7,825  $1,649  21.1%

Cognizant Technology $1.169 $248 21.2%

Sol S

Computer Sciences $968 $126 13.0%
m $3,350 $435 13.0%
$3,249 $323 9.9%
$125 $34  26.8%
$20,098  $2,900  14.4%
$12,326  $1,471 11.9%
_ $8982  $1,134  12.6%
$388 $110  28.4%
$17,781  $3,338  18.8%
_ $17,781  $3338  18.8%
$551 $99  18.0%
m $28071  $5300  18.9%
_ $11,411  $2,931  25.7%
$868 $49 5.7%
$883 $361 40.9%
$100 $12 121%
$2,955 $902  30.5%
$1,565 $115 7.3%
$827 %96  11.6%

Income
'10

$509
$1,497
$18,385
$1,387
$1,097
$9,415
$878
$1,022
$2,024
$2,607
$123
$14,085
$10,796
$10,974
$438
$16,045
$16,045
$1,920
$25,013
$93
$8,243
$534
$554
$799
$139
$4,551
$1,520
$586
$815
$1,070

Taxes
Paid Income
'10 '09
$12 2.4% $408
$75 5.0% $1,161
$2,697  14.7% $12,066
$137 9.9% -$486
$15 1.4% $72
$2,068  22.0% $7,693
$127  14.5% $637
-$47  -4.6% $950
$434  21.4% $3,324
$232 8.9% $1,374
$75  61.4% $97
$2,671  19.0% $9,864
$2,175  20.1% $8,381
$1,293  11.8% $9,415
$87  19.9% $269
$4,627  28.8% $5,704
$4,627  28.8% $5,704
$2  -01% -$1,852
$4,100  16.4% $19,821
$34  36.6% $62
$2,488  30.2% $7,834
$231  43.3% $693
$23 4% $274
$273  34.2% $703
$30  21.4% $113
$1,470  32.3% $2,017
$7 0.5% $501
$31 5.3% $293
$273  33.5% $627
$232  21.7% 574

$114

Taxes paid
rate
average
'09-'11

Income
'09-'11

3.4% $1,408 $35 2.5%
4.1% $3,592 $156 4.3%
24.8% $64,656  $9,032 14.0%

$3,279 $744 22.7%
23.6% $2,125 $55 2.6%
17.7% $24,933  $5,081 20.4%
18.8% $2,684 $495 18.4%
34.0% $2,940 $402 13.7%
24.1% $8,698  $1,669 19.2%
23.0% $7,230 $871 12.0%
40.0% $344 $147 42.8%
25.7% $44,047  $8,106 18.4% L
22.6% $31,503  $5,542 17.6%
6.8% $29,371  $3,070 10.5%
33.5% $1,095 $287 26.2%
16.5% $39,530  $8,908 22.5%
16.5% $39,530  $8,908 22.5%

$619 $140 22.6%
33.3% $72,905  $16,000 21.9%
79.0% $204 $138 67.6% PN
27.7% $27,488  $7,589 27.6%
28.6% $1,641 $474 28.9%
-20.4% $1,696 -$30 -1.7%
38.3% $2,385 $903 37.9% S0

$126 $68 54.3%
16.4% $9,523  $2,703 28.4%
2.2% $2,801 $28 1.0%
17.4% $851 $218 25.6%
15.8% $3,007 $487 16.2%
19.9% $2,471 $442 17.9%

The Greenlining Institute | Tech Untaxed | 2012 | page 25

Oroorc

— =¥ —
[ -

rroro

[TorogrrrorT
nor rnooroaro.r

or

onooa.rrorroororoaro

0 0-F




100101004 17891711 88 ©voi

1010

Table: Cash Held Offshore (Undistributed earnings, 2011)
and Federal Contracts Awarded to Corporations

Company Undistributed earnings from | Federal Contract, '10-
0831383083001 4100 ES '11 11

Advanced Micro Devices Inc
111@i1@an
Apple
0 ol Applied Materials Inc
1icl Broadcom
n1[1ooioanioh 1ooo)h g Cso
Cognizant Technology Solutions Corp

Computer Sciences Corp
Y/1/8/1 1

11ann EMC Corp
General Cable Corp

111010000818 =
General Electric Co

1.1011 10101 1 Google
1 o 1| Hewlett-Packard
11011101011 Ingram Micro Inc
r1o1h 1 0O T Intel Corp
101011 International Business Machines Corp
Micron Technology Inc

o

118103101011 NCR Corp
[ ]

o

101 o

11107107100 100 \\

Pitney Bowes Inc
Rockwell Automation Inc
SAIC, Inc.

Sanmina-SCl Corp

Texas Instruments Inc
Western Digital Corp
Whirlpool Corp

Xerox Corp

Yahoo Inc

$414,000,000
$2,000,000,000
$54,300,000,000
$1,000,000,000
$2,110,000,000
$36,700,000,000
$5,566,000,000
$2,285,000,000
$12,300,000,000
$6,400,000,000
$798,000,000
$102,000,000,000
$24,800,000,000
$29,100,000,000
$1,900,000,000
$17,000,000,000
$37,900,000,000
$631,000,000
$44,500,000,000
$1,200,000,000
$20,400,000,000
$940,000,000
$1,906,000,000
SO

$364,600,000
$4,120,000,000
$4,700,000,000
$3,000,000,000
$8,000,000,000
$3,400,000,000

$88,868
$719,507
$4,891,970
$696,000

$0
$11,616,316
-$23,050
$8,918,890,607
$2,875,832,532
$116,292,036
$2,334,260
$5,807,409,158
$148,833
$7,068,011

$0

$6,218,071
$3,335,982,691
$38,707
$264,125,157
$1,165,504
$458,074,290
$189,656,879
$20,073,094

$14,250,977,284

$110,663,088
$5,914

$0

$69,537
$926,005,728
$93,990

11011 'II:IlTl:IT1T1T1

11011 1011

TTOT1T101T0OT1 1
L.O100.1t0001 11071

J1001010011011. 80101

The Greenlining Institute | Tech Untaxed | 2012 | page 26




roaoaprrro nooronoolrc

Company

Advanced

Micro Devices

5
o

Amazon Com

Apple Inc

I5
(2]

Applied
Materials Inc
Broadcom Corp

Cisco Systems,
Inc.

Cognizant
Technology
Solutions
Computer
Sciences Corp

EMC Corp

General Cable
Corp
General Electric

(o)
o

Google Inc.

Hewlett
Packard Co
Ingram Micro

Intel Corp

Micron
Technology Inc
Microsoft

NCR Corp
Oracle Corp

Pitney Bowes

Rockwell
Automation Inc
SAIC, Inc.
Sanmina-SCI
Corp

Texas
Instruments Inc

(3] (2]

Western Digital

Whirlpool Corp
Xerox Corp
YAHOO

(o]
o
=
b=l

# Foreign
Subsidiaries
(‘10)

31

59

224

54

119

206

78

57

92

88

20
85
12

116
328
116

90

13
65

43
22

138
236
69

# Foreign

Subsidiaries in

Tax Havens
('10)

39

12

20

38

14

17

27

14

25
78
16

10

18

27
43
18

# Foreign
Subsidiaries
(‘11)

54

224

61

121

188

81

57

101

88

21
90
13

119

111

93

17
63

81
22

136
239
72

# Foreign

Subsidiaries in

Tax Havens
(12)

10

39

13

21

35

28

18

26

14

29

16

17

18

27
37
18

#Foreign
Subsidiaries
Change
('10-’11)

-2

38

# Foreign
Subsidiaries in
Tax Havens
Change
('10-'11)
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List of Tax Haven Countries

1010 The table below is a list of countries listed as tax havens or financial privacy jurisdictions
in a recent report by GAO.”®

ke S S I SY [ Jurisdiction Organization of National Bureau of | US District Court order
Economic Co-operation Economic Research granting leave for IRS
and Development List (NBER) to serve a “John Doe”
(OECD) summons
R m B 8w B BRE | Andorra Yes Yes No
Anguilla Yes Yes Yes
Antigua and Barbuda Yes Yes Yes
pon Aruba Yes No Yes
Bahamas Yes Yes Yes
Bahrain Yes Yes No
D 1opnoq Barbados No Yes Yes
Belize Yes Yes Yes
Bermuda Yes Yes Yes
British Virgin Islands Yes Yes Yes
Cayman Islands Yes Yes Yes
Cook Islands Yes Yes Yes
Costa Rica No No Yes
Cyprus Yes Yes Yes
Dominica Yes Yes Yes
Gibraltar Yes Yes Yes
Grenada Yes Yes Yes
Guernsey? Yes Yes Yes
Hong Kong No Yes Yes
Ireland No Yes No
Isle of Man Yes Yes Yes
Jerseya Yes Yes Yes
Jordan No Yes No
Latvia No No Yes
Lebanon No Yes No
Liberia Yes Yes No
Liechtenstein Yes Yes Yes
Luxembourg No Yes Yes
Macao No Yes No
S | Maldives No Yes No
% Malta Yes Yes Yes
Marshall Islands Yes Yes No
Mauritius Yes No No
Monaco Yes Yes No
Montserrat Yes Yes No
Nauru Yes No Yes
Netherlands Antilles Yes Yes Yes
10710 Niue Yes No No
- Panama Yes Yes Yes
a D Samoa Yes No Yes
D010 18 San Marino Yes No No
Seychelles Yes No No
Singapore No Yes Yes
St. Kitts and Nevis Yes Yes Yes
= St. Lucia Yes Yes Yes
St. Vincent and the Grenadines Yes Yes Yes
Switzerland No Yes Yes
Turks and Caicos Islands Yes Yes Yes
U.S. Virgin Islands Yes No No
<-1-U Vanuatu Yes Yes Yes
] (]
elob blleh ‘;'. t a) NBER's list included the Channel Islands. Jersey and Guernsey are part of the Channel Islands.
The two other sources we used to identify tax havens listed Jersey and Guernsey as two separate
= tax havens and did not include the Channel Islands on their lists of tax havens. To be consistent, we
are including Jersey and Guernsey as tax havens on the bureau’s list rather than the Channel Islands.
J LI [ LI L L] Wym L]
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