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The Guillen Pujol CPA Group Guide to U.S. Tax Incentives

Editor’s Note

This post is part of the ‘The Guillen Pujol CPA Group Guides,’” an initiative dedicated to empowering
international businesses with the knowledge and strategies needed to navigate the complexities of the U.S.
tax system and financial strategies. Explore our growing library of guides for expert insights and actionable
advice tailored to your success.

By The Guillen Pujol CPA Group Newsroom

U.S. tax incentives offer international businesses a chance to turn challenges into growth. Navigating the U.S.
tax system can feel complicated, but these incentives make a difference. Programs like the R&D tax credit and
state-level initiatives provide tools to help companies grow and save money. These U.S. tax incentives are
more than just compliance—they are opportunities to innovate, expand, and succeed.

This guide provides an overview of the most impactful U.S. tax incentives available to international companies.
By leveraging these programs with the right strategy and expert support, your business can unlock new levels
of profitability and thrive in one of the world’'s most dynamic markets.
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1. One of the most valuable U.S. tax incentives: The Research &
Development (R&D) Tax Credit.

It provides a dollar-for-dollar reduction in tax liability for businesses that engage in qualifying research
activities. This program encourages innovation and technological progress, making it a critical tool for global

businesses expanding into the U.S.
To claim the R&D tax credit , businesses must:

e Show that activities aim to develop or improve a product, process, or software.
e Conduct experiments to address technological uncertainties.
o Keep detailed records of project goals, costs, and outcomes.
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2. Foreign-Derived Intangible Income (FDII) Deduction.

The FDII deduction lowers the effective tax rate on income from foreign sales of goods and services. This
incentive encourages U.S.-based corporations to expand internationally while keeping their pricing competitive
in global markets.

Key Benefits

e Promotes domestic production for export.
e Supports long-term, sustainable export-driven growth.

3. Tax Treaties: Strengthening Cross-Border Collaboration

The U.S. has tax treaties with more than 60 countries, including economic partners like Canada, Mexico,
Chile, the United Kingdom, Germany, Japan, and Australia. These agreements simplify cross-border
operations by clarifying taxing rights and reducing double taxation on income such as dividends and royalties.

For Individuals and Corporations:

¢ Individuals: Tax treaties clarify taxing rights on wages and pensions, business income, interest,
dividens income and other preventing double taxation.
e Corporations: Treaties lower withholding taxes, improving cash flow and boosting profitability.

To qualify for treaty benefits

Entities must meet residency and documentation requirements, such as filing IRS Forms W-8BEN (for
individuals) or W-8BEN-E (for entities).

4. Qualified Opportunity Zones (QOZs)

QOZs are designed to attract investments into underserved areas across the U.S., offering significant tax
benefits to businesses and investors. Benefits Include:
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o Deferral or reduction of capital gains taxes: Investors can defer taxes on capital gains by reinvesting
in QOZs.

e Incentives for long-term investments: Additional tax benefits apply to gains earned from sustained
investments in economically distressed areas.

5. Extraterritorial Income Exclusion (ETI)

Although scaled back in recent years due to global trade compliance regulations, the ETI still provides
valuable exclusions on qualifying foreign sales income. This incentive helps U.S. companies maintain
competitive pricing while expanding their global operations, making it an appealing option for businesses

engaged in international trade.

6. Tax Deferrals on Foreign Earnings

The Tax Cuts and Jobs Act (TCJA) of 2017 introduced significant changes to U.S. tax policy, including a shift
to a territorial taxation system. This reform allows U.S. corporations to defer taxes on foreign earnings that are

reinvested in active overseas operations, fostering flexibility for international growth.
Key Highlights

e Promotes Global Expansion: Businesses can reinvest foreign earnings in fixed depreciable assets
without immediate tax liabilities, creating opportunities for international development.

e Balances Compliance: Safeguards like the Global Intangible Low-Taxed Income (GILTI) tax ensure
that foreign income is subject to a minimum level of taxation, maintaining fiscal responsibility. However,
GILTI, actually does not refer to intangible assets but to the proportion of income that is not attributable
to fixed depreciable assets as defined by a formula in the regulations.

7. State-Level U.S. Tax Incentives

States across the U.S. offer a variety of tailored tax incentives, including income tax credits, property tax
abatements, and workforce training grants. These programs are designed to attract investment and fuel local
economic growth, making them particularly appealing for international businesses.
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To take advantage of these opportunities, companies must align their operations with state priorities and
present strong cases for eligibility. Early engagement with state economic development agencies can provide
valuable guidance on requirements and application processes. Precise compliance tracking is equally
essential to meet program conditions and avoid penalties or clawbacks.

The GPCPAs Advantage

At Guillen Pujol CPA Group, we specialize in turning tax complexitiesinto opportunities.

Navigating U.S. tax incentives requires more than knowledge—it demands expertise and precision. At Guillen
Pujol CPA Group, we specialize in transforming tax complexities into strategic opportunities. Our tailored
approach helps businesses unlock growth, optimize profitability, and thrive in the dynamic U.S. market.
Schedule a consultation today and let our team guide you toward success.

e LinkedIn
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e Instagram
e Facebook

e Mail
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