
Hewlett-Packard Company 

3000 Hanover Street 

Palo Alto, CA 94304 

 

hp.com 

 Page 1 of 2 

 

 

HP favors tax policies that encourage innovation, research and development (R&D), economic growth, 

and job creation. HP supports local and national tax policies that enhance the competitiveness of HP's 

various entities around the world, and welcomes engagement with government officials to discuss tax 

reform proposals. 

As a U.S.-based company and a large domestic employer, HP supports comprehensive U.S. tax reform 

that will contribute to global competitiveness, rather than a disconnected series of incremental changes. 

The U.S. tax code is slowly evolving into a temporary patchwork of provisions, depriving businesses of 

the predictability needed to do long-term planning. The non-partisan Tax Foundation’s International Tax 

Competitiveness Index found that the United States ranked 32nd in competitive tax systems out of the 

34 Organisation for Economic Cooperation and Development (OECD) member countries. 

HP’s Policy Recommendations 

 HP takes very seriously its obligations to accurately follow accounting principles and pay the taxes 

that it owes to the U.S. and foreign governments. HP is closely monitoring the OECD’s efforts to 

address certain unintended consequences resulting from the interaction of various tax regimes, and 

urges proceeding cautiously in the areas of transfer pricing and valuation of intangibles to ensure 

accuracy, minimize the administrative burden on companies, and preserve the benefits achieved 

through wide-spread international acceptance of the arm’s length standard. HP is engaged with 

international corporate reform efforts through the G-20 and OECD, and stands ready to enhance 

understanding of the company’s use of various tax provisions, and provide feedback on suggested 

improvements. 

 U.S. corporate tax reform should include a structural shift to a competitive territorial system, a 
significant rate reduction, and an enhanced, permanent R&D tax credit. Lowering the corporate tax 
rate should be accompanied by structural reforms, such as shifting to a territorial system, which 
would increase U.S. competitiveness on a global level. HP also supports U.S. adoption of an 
innovation box similar to incentives implemented in the United Kingdom and other European 
countries. 
 

 Until comprehensive tax reform occurs, key international tax provisions, such as deferral, the CFC 
look-through rule, and check-the-box rules should be maintained. HP opposes proposals to make 
piecemeal changes to the international tax rules that would eliminate or curtail deferral on active 
foreign earnings or reduce the availability of rules designed to prevent double taxation. 

 

 HP continues to strongly advocate that the Alternative Simplified Credit rate for the R&D credit be 
increased from 14 to 20 percent and made permanent. 

Issue Background 

Global corporate tax reform 

HP is closely monitoring the efforts of the G-20 and Organization for Economic Cooperation and 

Development (OECD) on international corporate tax reform. As the OECD Action Plan on Base Erosion 

and Profit Shifting (BEPS) notes, “in many circumstances, the existing domestic law and treaty rules 

governing the taxation of cross-border transactions produce the correct results and do not result in 

BEPS.” HP recognizes the OECD’s efforts to address certain unintended consequences resulting from 

HP Policy Position  
Tax 

http://www.hp.com/
http://taxfoundation.org/article/2014-international-tax-competitiveness-index?mc_cid=097db67ed9&mc_eid=d015d95ece
http://taxfoundation.org/article/2014-international-tax-competitiveness-index?mc_cid=097db67ed9&mc_eid=d015d95ece


 Page 2 of 2 

 

the interaction of various tax regimes. HP urges proceeding cautiously in the areas of transfer pricing 

and valuation of intangibles to ensure accuracy, minimize the administrative burden on companies, and 

preserve the benefits achieved through widespread international acceptance of the arm’s length 

standard.  HP is engaged with these reform efforts to enhance understanding of the company’s use of 

various tax provisions, and provide feedback on suggested improvements. HP takes very seriously its 

obligations to accurately follow accounting principles and pay the taxes that it owes, both to the U.S. 

and foreign governments. 

 

U.S. comprehensive tax reform 

International tax provisions: HP derives 65 percent of its sales from customers outside the United 

States, which makes U.S. international tax provisions important to HP’s ongoing operations. The United 

States taxes companies on a worldwide basis. The ability to defer taxes on active foreign earnings is 

essential to HP until a competitive territorial system is adopted. Deferral helps maintain a level playing 

field with foreign-based competitors, who are typically taxed on a territorial basis.  

Territorial system: Most of HP’s foreign competitors operate under a territorial tax system, where 

income earned by foreign subsidiaries is subject to little or no domestic income tax, and where there is 

no significant tax penalty on distributing foreign profits to their home country. All other G-7 and nearly all 

OECD countries use territorial systems.   

 

The core U.S. international tax provisions were enacted over 50 years ago, and the U.S. is the only 

major country that has not updated these laws to reflect the modern global economy and to attract 

investment. Transitioning the U.S. to a territorial system would replace an overly complex worldwide 

approach and would better enable U.S. firms to compete in global markets while increasing investment 

in the United States. HP is a member of the Let’s Invest for Tomorrow (LIFT) coalition that advocates 

adoption of a territorial system that strengthens America’s competitiveness in the global marketplace, 

promotes increased U.S. investment and protects America’s tax base. 

Corporate rate: The combined U.S. federal and state corporate tax rate is now the highest in the OECD. 

Many emerging economies not only have corporate tax rates of 10-20 percent, but offer tax holidays 

and other incentives for the high-technology industry.  

U.S. R&D Credit: In 2014, HP invested $3.45 billion in R&D, a 10% increase over 2013, with the 

majority conducted in the United States. The R&D tax credit is an essential tool for HP to continue to 

make investments to stimulate U.S. innovation. Over the past decade, the U.S. Congress has only been 

able to pass short-term extensions of the R&D credit or has allowed it to lapse, requiring retroactive 

extensions. While HP appreciates that Congress extended the R&D credit retroactively through 

December 31, 2014, the continued lack of long-term predictability around the R&D credit makes it 

difficult for companies to plan. Other countries have adopted much more aggressive incentives to 

promote high-value R&D activity.  
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