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how many times have you turned over a 
product you’ve recently purchased only 
to discover it was “Made in China” or 

“Made in (insert here any country other than 
the united states)?”  have you ever wondered 
how often people in China, Japan, the united 
Kingdom, Germany, or other countries turn 
over their recently purchased products and read 
“Made in the usA?”  not often enough.

People on both sides of the political dividing 
line generally support the exportation of goods 
manufactured here in the u.s.  why?  Because 
u.s. exports are the key to a better economy.  
increased u.s. exports means a greater demand 
on u.s. goods and services, and a greater 
demand translates to higher production and the 
need for skilled employees.

Throughout history, our government has 
recognized the importance of exports to the 
u.s. economy. in an effort to stimulate u.s. 
exporting and encourage companies to maintain 
their manufacturing operations in the u.s., the 
federal government introduced the first export 
tax incentive in 1971. That export tax incentive 
evolved over time and is now known as the 
“interest Charge – Domestic international sales 
Corporation” (iC-DisC).

Think of the iC-DisC as a tax-saving 
machine that converts ordinary income taxed 
at regular tax rates as high as 39.6 percent to 
income taxed at the qualified dividend rate of 
15 percent or 20 percent (depending on income 

level). On $10,000 of income, an iC-DisC could 
save you almost $2,460 or almost 25 percent of 
your profit margin.

Although iC-DisCs must meet strict 
requirements imposed by the internal Revenue 
Code, iCDisCs are not required to perform 
substantial functions. no office space, 
employees, or other tangible assets are required. 
Because iC-DisCs cost very little to maintain 
and operate, the tax savings stated above go 
directly into the pockets of the iC-DisC owner.

The structure or relationship between the 
business with the goods and the iC-DisC is 
simple. The business grants a sales franchise 
to the iC-DisC and agrees to pay the iC-DisC 
a commission based on the “qualified export 
gross receipts” (more to come on this later).  
The iCDisC “earns” the commission, but the 
business continues to solicit its own customers, 
invoice or bill customers, collect on the sales, 
and maintain all the records and accounts related 
to those sales. The iC-DisC has no duties under 

the agreement other than to receive commissions 
(and the iC-DisC should keep its own books 
and records on those commissions).  The 
complicated part is qualifying a corporation to be 
an iC-DisC.

To qualify as an iC-DisC, a corporation 
must be incorporated under the laws of any state 
(i recommend the great state of wisconsin) and 
must satisfy the following requirements:

1. The corporation must have capital of at 
least $2,500 and only one class of stock.

2. The corporation must make an election to 
be treated as an iC-DisC.

3. 95 percent or more of the corporation’s 
gross receipts must be qualified export receipts.

4. 95 percent of the assets of the corporation 
must be qualified export assets.

Requirements 1 and 2 are easy. An iC-DisC 
can be started with a small capital contribution 
of $2,500 into a bank account, and that $2,500 
can never be withdrawn while the iC-DisC 
is in existence.  (Remember, an iC-DisC will 
save you almost $2,500 on the first $10,000 of 
income).  

One class of stock simply means all the 
owners of the iC-DisC must be treated the 
same — meaning, every share is worth the same, 
but same doesn’t mean equal. Ownership can 
be 50/50, 90/10, or any other variation.  Also, a 
corporation elects to be treated as an iC-DisC by 
filing a one page form (Form 4876-A) with the 
iRs. Basic information is needed to complete the 

form — name and address of the corporation and 
names and addresses of shareholders. 

Requirements 3 and 4 are too complicated to 
discuss here in detail, but they certainly aren’t 
difficult to achieve. Qualified export receipts are 
simply the gross receipts from the sale, lease, 
exchange, or other disposition of qualified export 
property. The key is to ensure the property 
exported is “qualified export property.”  

To qualify as export property, the property 
must meet all of the following:  (1) it must be 
manufactured, produced, grown, or extracted 
in the u.s.; (2) it must be sold, leased or rented 
in the ordinary course of business for use or 
consumption outside the u.s.; and (3) not more 
than 50 percent of the value of the property 
may be attributable to components or materials 
imported into the u.s.  

Thus, if a business manufactures, produces, 
grows, or extracts a product here in the u.s. 
and most of that product’s parts are also made 
in the u.s., that product is likely eligible for 
exportation through the iC-DisC machine. 
exportation through the iC-DisC machine 
means greater profit percentage by decreasing 
the tax due on the sale of that product by almost 
25 percent.

Moral of the story – Made in the usA is good 
for our economy and good for your bottom line.

Think of the IC-DISC as a tax-saving machine

Amy Wesner is an attorney with Ruder Ware.
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Business and Industry Solutions helps businesses stay competitive and 
successful by providing quality on-site training and consulting, workshops 
and use of Northcentral Technical College (NTC) facilities.

Solutions for success include:
• Building a supervisory training program for your new leaders 
• Providing expertise on your process improvement efforts
• Continually developing a qualified workforce to meet your business needs

Enhance your skills through professional development in:
• Business
• Computers 
• Health 
• Insurance 

 
Partner with Business and Industry Solutions at NTC to develop and 
implement your training solutions. Call an NTC representative today at 
715.675.3331 or visit www.ntc.edu and click on “Business & Industry.”

• Workplace Safety 
• International Exporting 
• Food Safety & Sanitation


