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Introduction
Welcome to Your Guide to Unlocking Export Tax Savings, brought to you by 
Export Tax Management. 

This guide is your key to unraveling the complexities of IC-DISC, a tax 
incentive tailor-made for U.S. exporters. The Interest Charge Domestic 
International Sales Corporation (IC-DISC) can be a game-changer for 
businesses involved in or considering international sales. 

IC-DISC might seem intricate, but with the right guidance, you can harness its 
benefits to boost your company's profitability. In this guide, we will delve into 
the definition of IC-DISC, its mechanics, its beneficiaries, and the process of 
setting one up. 

Join us as we uncover how you can utilize IC-DISC to elevate your financial 
performance in the export business.
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1. What is IC-DISC?

1. What is IC-DISC?
The Interest Charge Domestic International Sales Corporation (IC-DISC) 
is a unique tax incentive mechanism, specifically designed to benefit U.S. 
exporters. As its name suggests, IC-DISC offers tax advantages to domestic 
corporations that engage in international sales.

Established in the 1970s, IC-DISC was created as a strategy for boosting 
export activity in the United States. It operates by forming a separate 
corporate entity that receives commissions on export sales. This entity can 
significantly reduce a company's overall tax liability, which is achieved by 
converting some taxable income into lower-taxed dividends.

At Export Tax Management, we recognize the potential that IC-DISC holds 
for U.S. businesses. We are here to help you navigate its complexities, from 
its origins and legislative history to its operation and benefits. 

By developing a clear understanding of what IC-DISC is, you can unlock its 
potential and use it as a powerful tool to enhance your company's financial 
health.
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2. The Inner Workings of IC-DISC

2. The Inner Workings of IC-DISC
The IC-DISC operates by creating a separate legal entity that acts as an 
"export sales department". The exporting company pays tax-deductible 
commissions to the IC-DISC, which are treated as business expenses. 
The IC-DISC doesn't pay tax on these commissions, instead, the income is 
distributed as qualified dividends to its shareholders, who are taxed at a 
lower rate.

While the mechanics may seem complex, the fundamental idea is simple: 
income that would be taxed at a higher corporate rate is converted into 
dividends, which are taxed at a lower rate. This effectively reduces your 
overall tax liability and potentially increases your after-tax profits.

At Export Tax Management, our team of experts is adept at managing 
the complexities of IC-DISC operations. We guide businesses through the 
intricate details, ensuring a thorough understanding of the mechanisms 
involved. Our goal is to make IC-DISC's inner workings transparent and 
accessible to you, maximizing your business' tax savings potential.
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3. Who Can Benefit From IC-DISC?

3. Who Can Benefit From IC-DISC?
IC-DISC can be a rewarding tax strategy for a wide range of businesses 
involved in exporting. Whether you're a manufacturer, distributor, or a 
service provider with foreign construction projects, if your business exports 
goods or services produced in the U.S., you could be eligible to leverage IC-
DISC.

A key requirement is the "Export Property" rule. Your products or services 
qualify as export property if they are made, grown, or extracted in the U.S. 
and are destined for use outside the U.S. Typically, they should have at least 
50% U.S. content.

At Export Tax Management, we help businesses across the spectrum 
evaluate their eligibility for IC-DISC. From small to medium-sized enterprises 
to larger corporations, we can guide you through the eligibility criteria and 
help determine if IC-DISC can benefit your specific business model. With 
our expert insights, you can fully understand if and how your business can 
benefit from IC-DISC.
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4. Setting Up an IC-DISC

4. Setting Up an IC-DISC
Establishing an IC-DISC involves a structured process. The first step 
is creating a new corporation that elects to be treated as an IC-DISC 
for federal tax purposes. This involves filing specific forms with the 
Internal Revenue Service (IRS) and adhering to certain capitalization and 
organizational structure requirements.

Once set up, the IC-DISC must maintain proper accounting records separate 
from the operating company. It's essential to handle transactions between 
the IC-DISC and the operating company appropriately to maintain the 
validity of the IC-DISC structure.

At Export Tax Management, we have the expertise to simplify this process. 
Our team guides businesses through each step of setting up an IC-DISC, 
from filing the necessary paperwork to ensuring ongoing compliance 
with all requirements. With our support, you can confidently establish an 
IC-DISC that aligns with your business's export activities and financial 
objectives.
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5. Optimizing Your IC-DISC Strategy

5. Optimizing Your IC-DISC Strategy
While setting up an IC-DISC is a major step, optimizing your IC-DISC 
strategy is crucial for maximizing your tax savings. This requires a 
comprehensive understanding of the intricacies of IC-DISC regulations and 
the ability to apply them effectively to your unique business situation.

Key strategies include accurately calculating the commission paid to the 
IC-DISC, managing cash flow effectively, and avoiding common pitfalls that 
can jeopardize the IC-DISC's tax benefits. It's also essential to stay updated 
with the ongoing changes in tax laws that could impact your IC-DISC.

At Export Tax Management, we specialize in optimizing IC-DISC strategies 
for businesses of all sizes. Our expertise ensures that you not only establish 
an IC-DISC but also leverage it to its full potential. We work closely with 
you, tailoring strategies to your business model and industry, and helping 
you navigate changes in tax laws, ensuring sustained benefits over the long 
term.
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6. Case Study: Gourmet Food Distribution

6. Case Study: Gourmet Food Distribution
Let's consider a practical scenario from our clientele at Export Tax 
Management.

One of our clients is a gourmet food distributor, with headquarters in South 
Carolina, and an impressive product range exceeding 2,000 items sold 
worldwide. They have robust annual sales of $200 million, with $25 million 
in export sales to Canada and Europe.

The client was confronted with competitive pressures and escalating 
shipping costs to Canada and Europe, which significantly eroded their 
export sales margins. The management was contemplating if they could 
sustain exporting their products to these markets.

Seeking a solution, the client consulted their CPA firm, which suggested the 
implementation of an IC-DISC. To make this a reality, the client engaged 
us at Export Tax Management to maximize the federal income tax savings 
available.

We incorporated an IC-DISC for our client and successfully filed the 
election to be treated as an IC-DISC with the IRS. This move resulted in 
an annual federal tax savings of over $500,000 for the client, leading to a 
significant increase in net margin of 5% on export sales. This success story 
demonstrates how IC-DISC can contribute significantly to a business's 
financial health amid challenging market conditions.
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Further Support
In this guide, we've introduced you to IC-DISC, explored its inner workings, 
discussed its beneficiaries, and walked you through the process of setting it 
up. We've also presented a real-world case study to demonstrate the tangible 
benefits of employing this tax strategy. IC-DISC is a powerful tool that can 
significantly enhance the financial health of U.S. exporters.

At Export Tax Management, we are dedicated to helping businesses unlock 
their tax-saving potential through the effective use of IC-DISC. Whether 
you need assistance in evaluating your eligibility, setting up an IC-DISC, or 
maximizing its benefits, our team of experts is ready to provide personalized 
support tailored to your business needs.

As a next step, we invite you to reach out to us for a complimentary 
consultation. We would be more than happy to discuss your unique situation 
and explore how IC-DISC could benefit your business. Contact us today and 
let's begin the journey towards optimizing your export profits.
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TEL: (843) 459-7801

EMAIL: INFO@EXPORTTAXMGT.COM 

WEBSITE: EXPORTTAXMANAGEMENT.COM/


