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Successful Seminars

Flynn & Company provides educational seminars
and discussion forums directed at improving your business.
Attending these seminars is a great way to network with other
professionals in your field and to identify opportunities that
will help you address the challenges of your industry. Our
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seminars have been very well received by clients and friends Your Road to
of our Firm. Our focus in on, but not limited to, financial Future Growth

and Profits

institutions, manufacturing, construction and not-for-profits.
To see a detailed schedule of these seminars, please visit, www.flynncocpa.com/seminars.






Manufacturing Deduction

he manufacturing deduction allows for

businesses to take a deduction for activi-
ties carried on inside the Unites States. The
deduction provides currently a 6% deduction
on qualified production activities income,
with the rate increasing to 10% in 2010. Quali-
fied production activities income is the excess
of domestic production gross receipts over
the sum of the costs of goods sold allocable
to such receipts, as well as other deductions,
expenses and losses directly allocable to such
receipts and a ratable portion of not directly
allocable items to such income. The deduc-
tion is limited to the lower of the calculated
income or taxable income before the deduc-
tion. In addition it is further limited to 50% of
the total wages paid during the year.

Domestic production gross receipts
are defined as the taxpayer’s gross receipts
that are derived from any lease, rental,
license, sale, exchange or other disposition of
qualifying property that was manufactured,
produced, grown or extracted by the taxpayer
in whole or in significant part within the
United States. The following is an example of
the types of businesses that may qualify for
the deduction:

¢ Manufacturers

® Developers

¢ Producers

* Growers of agricultural products

¢ Producers of qualified films

® Producers of electricity, natural gas
or portable water

* Businesses that extract minerals

¢ Contractors

¢ Engineers

¢ Architects

¢ Installers

The definition of what qualifies for the
deduction is broad, almost any manufacturer
may be eligible. The activities that qualify are
any sale, exchange, rental, license, lease or
other disposition of tangible property that is
manufactured, produced, grown or extracted
by the taxpayer either in whole or in signifi-
cant part within the U.S.

If you are a pass-through entity such as
a partnership, S corporation, estate or trust,
generally the manufacturers deduction is
passed through to the partner, shareholder or
beneficiary and taken as a deduction on his or
her tax return. However, the wage limitation on
the deduction has specific guidelines as to how
much of the wages are to be allocated to each
individual, so be aware of these guidelines when
making the calculation on your tax return.

In the case of an individual who is self-
employed, the rules provide that the deduction
is equal to the applicable percent of the lesser
of the taxpayer’s qualified production activi-
ties income for the tax year or the individual’s
adjusted gross income for the tax year.

The new manufacturing deduction can
save a company or an individual substantial
tax dollars.
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Timing is Key
in Disposing of 1\
Business Property

ver the past several years many

companies pursued extremely aggres-
sive growth, resulting in an accumulation of
fixed assets on balance sheets. Many of these
assets (especially land and buildings) have
enjoyed an unprecedented appreciation in
value. However, the current recession and ac-
companying credit crunch have caught some

companies in a crisis of having to raise cash or
face going out of business.
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For example, among the measures
General Motors Corp. was consider-
ing in late 2008 to stave off bank-
ruptcy was a plan to sell its new
corporate headquarters in the land-
mark Renaissance Center in Detroit
for approximately $500 million and
to rent facilities there instead.
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The credit crunch has also dramatically af-
fected small businesses. In a survey of small and
midsize businesses, the National Small Business
Association found that two-thirds of the respon-
dents had been affected by the credit crunch,
with more than 30% indicating a decline in the
conditions surrounding traditional bank loans.

continued on next page



