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www.woodtruss.com. Listing as of May 11, 2005.

Important Tax Relief 
for Manufacturers

If you haven’t talked to your tax advisers yet about these important changes to the Internal
Revenue Code effective in 2005, you may be missing out on a significant opportunity to
reduce your company’s (and possibly your own) tax liability.

Section 199
In October 2004, Congress gave final approval to the American Job Creation (JOBS) Act
of 2004, which, among other things, provides tax relief for manufacturers in hopes of
boosting domestic economic activity.  

Effective January 1, 2005, JOBS amends Section 199 of the Internal Revenue Code to enti-
tle U.S. manufacturers to a tax deduction for a portion of income from domestic produc-
tion activities. The deduction applies to C and S corporations, sole proprietorships, part-
nerships, cooperatives, and estates and trusts.

Essentially, the tax deduction amounts to 3 percent of manufacturing-related income in
2005, and incrementally increases the rate to 9 percent of this income by 2010. The only
significant limitations are that the deduction can’t amount to more than 50 percent of your
total manufacturing-related W-2 wages, it can only apply to activities attributable to
domestic manufacturing, and it cannot exceed your total overall net income.

For example,

1. Let’s say you sell $5 million in structural components in 2005, and your manufactur-
ing-related income is 10 percent, or $500,000.

2. Multiply the $500,000 by 3 percent for a total of $15,000, this is your allowable tax
deduction.

3. Let’s say your W-2 manufacturing wages total an additional $500,000. Ensure that 50
percent of that amount ($250,000) is greater than the 3 percent of income calculated
above ($15,000).  

4. Next, look at your total net income, from all your operations (including your engineered wood
products distribution business, for example). Let’s say your EWP distribution ran at a loss of
$100,000, so your total net income was $400,000. Since this deduction cannot cause your
company to have a negative net income for tax purposes, ensure that your total net income
is greater than the 3 percent of expenses calculated above ($15,000). In this case, it is.

5. As a result, your tax deduction is $15,000!  

Don’t delay! Congress is considering amending these tax code changes because they are
concerned it may cost the government too much in lost tax revenue. Waiting until 2006 to
utilize this tax deduction may mean you miss it entirely.

Section 179
An additional well kept secret is Section 179 of the Internal Revenue Code, which refers
to depreciation of business assets. For 2005, you can claim an immediate, one-year
depreciation on up to $105,000 in assets purchased or placed in to service during the
2005 calendar year.  Continued on page 84
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Dear Reader:

Copyright © 2005 by Truss Publications, Inc. All rights reserved. For permission to reprint materials
from SBC Magazine, call 608/310-6706 or email editor@sbcmag.info.

The mission of Structural Building Components Magazine (SBC) is to increase the knowledge of and
to promote the common interests of those engaged in manufacturing and distributing of structural
building components to ensure growth and continuity, and to be the information conduit by staying
abreast of leading-edge issues. SBC will take a leadership role on behalf of the component industry
in disseminating technical and marketplace information, and will maintain advisory committees 
consisting of the most knowledgeable professionals in the industry. The opinions expressed in SBC
are those of the authors and those quoted solely, and are not necessarily the opinions of any of the
affiliated associations (SBCC, WTCA, SCDA & STCA) .
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