
MANUFACTURING & DISTRIBUTION

IC-DISC: Tax 
Savings for 
Exporters

A Competitive Advantage for U.S. Manufacturers

Export a product overseas or a product that’s eventually sold internationally? 
Closely-held companies that export – including the many family- or privately-
owned manufacturers that comprise a large portion of Central and Eastern PA’s 
business community – have a unique tax-savings opportunity in creating an 
Interest Charge – Domestic International Sales Corporation or IC-DISC.

What is an IC-DISC?
The IC-DISC is an export tax incentive that was originally designed as a means 
by which a U.S. Exporter could borrow funds from the U.S. Treasury.  However, 
favorable qualifi ed dividend rates for the last several years have expanded the 
benefi ts of using IC-DISC into a vehicle for permanent tax savings.  For small- 
to medium-sized companies that manufacture and export, creating an IC-DISC 
can shift high marginal tax rates to a qualifi ed dividend income that is currently 
taxable at a maximum Federal rate of 23.8%. 

Generally speaking, the IC-DISC strategy should be evaluated for companies 
with qualifi ed export receipts of $3 million or greater, or companies with an-
nual taxable income from qualifi ed export receipts of $250,000 or greater. 
Simply put, if your company meets the previously mentioned criteria, this is a 
tax-savings opportunity that warrants a second look.

Why Now?
Over the past several years, many manufacturers have opted not to pursue 
the IC-DISC due to the pending expiration of the “Bush Era Tax Cuts.”  However, 
with the passage of The American Taxpayer Relief Act of 2012, the top tax 
rates on qualifi ed dividend income are now fi xed at a rate less than the top 
ordinary income rate, making the IC-DISC a viable strategy for years to come.

One of the biggest oversights related to IC-DISC is that the defi nition of 
qualifi ed export property is broader than most think. Under a complex set of 
rules, many companies that don’t consider themselves exporters, but 
manufacture and sell products to U.S. customers that are shipped to a foreign 
destination within one year may have sales that qualify. 

The good news for U.S. Manufacturers is that the key to obtaining tax benefi ts 
using an IC-DISC is that the export property must be manufactured in the 
United States and must have a minimum of 50% U.S. content in order for the 
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POTENTIAL TAX-SAVINGS WITH 
AN IC-DISC

There are many alternatives and 
opportunities available to maximize 
the commissions and tax benefi t 
from using an IC-DISC, but the 
typical actual tax benefi ts of the 
strategy are generally calculated to 
be the greater of 0.63% of quali-
fi ed export gross receipts or 10% 
of taxable income from qualifi ed 
exports. 

Therefore, a company with either 
$16 million of qualifi ed export 
receipts or $1.3 million of 
qualifi ed export profi ts could 
expect an annual permanent tax 
benefi t of approximately $100,000.

www.RKLcpa.com



manufacturer to benefi t.  These rules, and related tax savings, help to put our 
smaller, closely-held, U.S.-based manufacturing companies on a more level 
playing fi eld with large multi-nationals that have chosen to have their products 
manufactured offshore.

Getting Started.
Want to know more about whether you’d benefi t from creating an IC-DISC? It’s 
critical to work with a tax fi rm that understands how to form and operate an 
IC-DISC to your greatest benefi t. RKL’s Tax Services Group stands apart among 
Central and Eastern PA based fi rms for our experience and knowledge of 
IC-DISCs.

Our professionals start with an analysis of your company’s revenue to determine 
which sales qualify for the benefi t. Should you decide to move forward, RKL will 
work with you and your legal counsel to establish IC-DISC commission practices 
and determine the best structure and ownership of the IC-DISC to meet the 
business, tax and estate planning goals of the business owners. We prepare the 
proper tax elections and help to establish the proper domicile of the IC-DISC, 
ensuring the entity complies with federal and state income tax rules related to 
this type of entity. 

RKL’s MANUFACTURING & DISTRIBUTION SERVICES GROUP

RKL provides a portfolio of accounting, tax planning and compliance and 
specialized consulting services aimed directly at the challenges and 
opportunities facing Central and Eastern PA manufacturers. Comprised of 
leaders from RKL’s Audit, Tax and Business Consulting Services, the group 
brings unmatched experience serving manufacturing and distribution 
companies and draws on that experience and their discipline-specifi c 
expertise to serve you. To learn more, visit www.RKLcpa.com.
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