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In brief 
The Automotive Tax Rate Benchmarking Study for 2014 provides insight into the effective tax rate (ETR_ 
reported by automotive companies in 2013, the trend in ETR over the last three years and the drivers of 
the ETR. The analysis incorporated company data from 63 automotive companies for accounting periods 
ending in 2013. The companies included in the study are detailed at the end of this Insight.  

With a record breaking winter in the US, political turmoil in South America and Eastern Europe and 
seemingly endless recall announcements around the globe highlight some of the hurdles the industry has 
encountered to start the year. The good news? Consumer confidence remains high and global sales and 
production are still expected to grow. 

 

In detail 

The near-record snowfall across 
the Midwest and eastern US 
significantly depressed 
automotive sales in January and 
February. A strong March 
helped get sales back on track, 
and PwC Autofacts is still 
anticipating a full-year sales 
topline of 16.2 million units. 

Meanwhile, political unrest 
across several regions emerged 
during the first quarter of 2014. 
Protests in Venezuela resulting 
from a government crackdown 
and currency control issues have 
essentially halted vehicle 
assembly in the country. I 
remains unclear when, or if, any 
assembly will resume. As a 
result, Autofacts is forecasting a 
nearly 50 percent year-over-
year decline in 2014 with a very 
real possibility of an indefinite 
suspension of vehicle 
production. A potentially larger 

impact on vehicle assembly and 
sales exists in Eastern Europe as 
the recent annexation of the 
Crimean Peninsula by Russia 
has increased tensions within 
the region, resulting in 
economic sanctions with 
possibly ore on the way. While 
both the length and depth of 
this development remain largely 
unclear, it continues to be 
closely followed by industry 
participants looking to invest in 
the growing Russian market. 
The world’s largest market, 
China, is expected to continue 
its strong growth through 2014, 
driven by record investment in 
assembly capacity and dealer 
distribution networks. Autofacts 
is forecasting assembly in the 
country to reach 21.4 million 
units this year, potentially 
reaching 30 million by the end 
of the decade. 

Another major setback in recent 
months has been the onslaught 

of vehicle recalls related to 
myriad past and current issues. 
This is not entirely surprising, 
as the best time to make a recall 
is generally when your 
competitors are as well. The real 
surprise has been the sheer 
volume of recalls—almost 12 
million to date globally. Despite 
these issues, both consumer and 
industry confidence remain 
high. Autofacts is forecasting 
global light vehicle production 
to reach approximately 86.8 
million units in 2014, a modest 
4.8 percent year-overyear 
increase, but a sign industry 
conditions will continue to 
improve. Longer-term, the 
industry will be impacted by 
new technologies related to 
emission and safety standards, 
autonomous vehicles, new car-
sharing models, and other 
innovations. 
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Sixty-three automotive 
companies were included in this 
year’s benchmarking study: 46 
companies with December year-

ends, 14 companies with March 
year- ends, and the remainder 
with other year-ends. Data for 
seven companies were not 

available at time the study was 
finalized. The companies 
included in the study are listed 
at the end of this section. 

 

Sources: 2014 PwC's Tax Rate Benchmarking Survey. 

Quartile 1 = less than 25% of the companies; Quartile 3 less than 75

ETR for all companies 
 
Figure 1 shows the three-year 
average ETR was 26.3 percent 
for the Automotive sector as a 
whole. ETRs for the average and 
Quartile 3 had a steady upward 
trend over three years. The ETR 
for Quartile 1 decreased between 
2011 and 2012 and increased in 
2013, indicating more 
companies with losses and tax 
benefits in 2012 compared to 
other years as a result of 
recovery in this sector. Two 
companies (six in 2012) 
incurred losses and five 
companies (seven in 2012) 
incurred a tax benefit in 2013. 
Ten companies in the study saw 
a reduction in ETR of more than 
10 percentage points from 2012, 
and 10 companies saw an 
increase of more than 10 
percentage points 
 
ETR for profitable 
companies 
 
With the data for companies 
with a loss or tax benefit 

removed, the three-year average 
ETR for profitable companies 
was 29.1 percent. For these 
companies, the maximum ETR 
in 2013 was 140.0 percent and 
the minimum was 14.0 percent.  
 
ETR for US-based and non 
US-based companies 
 
There were nine profitable 
North American-based 
companies with an ETR of 29.25 
percent. For 17 profitable 
companies in Asia, the ETR was 
33.2 percent, and for 13 
profitable companies in Europe, 
it was 28.2 percent.  
 

 

ETR for subsectors 
 
The study included the 
following subsectors: 
Automobiles (23 companies) 
and Auto Parts (40 companies). 
The three-year average ETR for 
the automobile companies was 
23.8 percent (29.7 percent for 
profitable companies) and 26.8 
percent for the auto parts 
companies in 2013 (29.1 percent 
for profitable companies). 
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Source: 2013 PwC's Tax Rate Benchmarking Survey. 

Drivers of the ETR 

Forty-three companies disclosed 
a reconciliation between their 
statutory and effective rates in 
their company accounts. For 26 
companies, the ETR was below 
the statutory rate, and for 17 
companies, it was above. The 
reconciling items as disclosed in 
the statutory/effective tax rate 
reconciliation were analyzed, 
collated, and averaged for the 
sample. 

Figure 2 shows how frequently 
the drivers appeared in 
statutory/effective rate 
reconciliations and the impact 
they had on the ETR. The bars 
on the left of the chart show the 
number of companies reporting 
the driver. The 0 percent line 
represents the statutory rate, 
and the bars on this line show 
the impact of the driver, both 

favorable and unfavorable, 
excluding single, outlying 
distorting ratios. 

The impact of foreign 
operations had the greatest 
benefit for the Automotive 
sector, reducing the ETR on 
average by 4.9 percentage 
points for 38 companies. This 
reconciling item had a greater 
favorable impact on the ETRs 
for companies headquartered in 
countries with high statutory tax 
rates: 10.6 percentage points in 
France, 5.6 in Japan, and 8.6 in 
the US. 

Tax incentives for the 
Automotive sector ranked third 
highest after the A&D sector. 
This item, reported by 27 
companies, decreased the ETR 
on average by 3.7 percentage 
points in 2013. The benefit 
varied by country: 4.2 

percentage points in the US, 3.1 
in Japan, and 2.5 in France. 

Tax losses and change in the 
valuation allowance, reported by 
37 companies, had an 
unfavourable impact of 3.4 
percentage points. This 
reconciling item can increase 
the ETR where losses cannot be 
recognized and decrease the 
ETR where losses previously 
unrecognized have been used. 
There were 11 companies with a 
favorable impact and 25 
companies with an unfavorable 
impact.  
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Source: 2014 PwC's Tax Rate Benchmarking Survey 

Unrecognized tax benefits 

Accounting for uncertainty in 
income taxes can be complex, 
but criteria exist in the US for 
recognizing and measuring 
unrecognized tax benefits 
(UTBs). Figure 3 shows total 
UTB balances in 17 US-based 
companies decreased by 36.5 
percentage points between 2010 
and 2013, using 2010 UTB 
balances as a baseline (100 
percent). Total UTBs for all 
companies by 2013 were 
approximately $6.6 billion. On 
an individual company basis, 
the average UTB was $386 
million. 

The UTB balances for 
companies that disclosed 
drivers decreased by 4.3 percent 
over the last year. As indicated 
in Figure 4, the largest 
movements were in the 
additions for tax positions of the 
prior year (PY). 

Unrepatriated earnings 

US-based multinationals doing 
business outside of US are 
required to account for the tax 
effects (deferred tax liability) 
associated with remitting such 
earnings to the US, unless those 
unremitted earnings are 
permanently reinvested outside 

the US. The amount of 
undistributed non-US earnings 
has grown in recent years. 
Fourteen US-based 
multinationals disclosed the 
cumulative amount of 
undistributed earnings from 
their foreign subsidiaries on 
which the parent company had 
not recognized income tax. Two 
companies were omitted from 
the analysis due to a distorting 
effect. 
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Source: 2014 PwC's Tax Rate Benchmarking Survey

Figure 5 shows the 12 US-
based multinationals that 
disclosed the average 
movement of undistributed 
earnings as a percentage of 
income before tax. The 
average increase in 
unrepatriated foreign 
earnings between 2012 and 
2013 as a percentage of 
income before tax in 2013 
was 18.2 percent.  

Statute of limitations  

Figure 6 shows the number of 
tax years for 15 companies 
that remain subject to 
examination by US tax 
jurisdictions. The majority of 
companies have agreed years 
prior to 2010, but one 
company still has 14 years 
under negotiation with US 

tax authorities. The average number of open tax years was six.  

 

Source: 2014 PwC's Tax Rate Benchmarking Survey 
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Source: 2014 PwC's Tax Rate Benchmarking Survey 

Automotive companies 

AB Volvo  
Aisin Seiki Co., Ltd.  
Audi AG  
Autoliv, Inc.  
Bayerische Motoren Werke AG  
BorgWarner, Inc.  
Bridgestone Corp.  
Brilliance China Automotive 
Holdings Ltd.  
Caterpillar, Inc.  
China FAW  
Chrysler Group LLC  
Continental AG  
Cooper Standard Automotive 
Inc.  
Cooper Tire & Rubber Co.  
Cummins, Inc.  
Daimler AG  
Dana Holding Corp.  
Delphi Automotive plc  
Denso Corp.  
Dongfeng Motor Group Co., Ltd.  
Faurecia  

Federal Mogul Corp.  
Fiat S.P.A.  
Ford Motor Co.  
General Motors Co.  
GKN plc  
Goodyear Tire & Rubber Co.  
Honda Motor Co., Ltd.  
Hyundai Mobis Co., Ltd.  
Hyundai Motor Co.  
Johnson Controls, Inc.  
JTEKT  
Kia Motors Corp.  
Lear Corp.  
Magna International, Inc.  
Mazda Motor Corp.  
Meritor, Inc.  
Michelin Corp.  
Navistar International  
Nemak S.A.  
Nissan Motor Co., Ltd.  
NSK  
Pirelli & C. S.P.A.  
Plastic Omnium  

Porsche Automobile Holding SE  
PSA Peugeot Citroën  
Renault S.A.  
SAIC Motor Corp. Ltd.  
SKF  
Sumitomo Electric Industries, 
Ltd.  
Suzuki Motor Corp.  
Tata Motors, Ltd.  
Tenneco, Inc.  
Toyoda Gosei  
Toyota Boshuku  
Toyota Industries Corp.  
Toyota Motor Corp.  
Trelleborg Automotive  
TRW Automotive Holdings 
Corp.  
Valeo  
Volkswagen AG  
Yokohama Tire Corp.  
Zhejiang Geely Holding Group



 

© 2014 PricewaterhouseCoopers LLP. All rights reserved. PwC refers to the United States member firm, and may sometimes refer 
to the PwC network. Each member firm is a separate legal entity. Please see www.pwc.com/structure for further details. 

 Let’s talk 
For a deeper discussion of how this issue might affect your business, please contact your PwC  
Automotive Tax representative, or one of the subject matter professionals shown below. 
Visit www.publications.pwc.com to select from a variety of publication topics that may interest you. Or 
simply call or email Kristin McCallum Ritter at 313-394-6349 or kristin.m.ritter@us.pwc.com to be added 
to the subscriber list. 

Automotive Tax Practice 
Neil Bristol, Detroit 
US Automotive Tax Leader 
(313) 394-3915 
neil.g.bristol@us.pwc.com 

Alexander Unfried, Stuttgart 
Global Automotive Tax Leader 
+49 711 25034 3216 
alexander.unfried @de.pwc.com 

Automotive and Tax Events 
June 3-4, 2014 
Automotive Tax Roundtable: Europe 
Location: Frankfurt, Germany 
Attendees: Requirements to qualify for inviting clients 

June, 2014 
Automotive Tax Roundtable: China 
Location: China 
Attendees: Requirements to qualify for inviting clients 

October 9-12, 2014 
SAE Global Leadership Conference 
The Greenbrier, West Virginia US 
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