Dear Client,

As you know, the tax field is an ever changing environment, and with these changes, come new guidelines provided by the IRS on a regular basis.  And recently, the IRS has provided Golden State Tax with some guidance on the Domestic Production Activities Deduction.

Even though the deduction is a complicated calculation, the basic requirements to qualify for the deduction are fairly simple.  Please take a look at the following qualified production activities to see if any may apply to you.

· Manufacture, grow, or produce tangible property (e.g. clothing, goods, and food), software development, or sound recordings, or
· Construct, or substantially renovate real property, including residential and commercial buildings, or
· Engineering, and architectural services, relating to construction services in the United States, or
· Production of electricity, natural gas, or potable water, or
· Any qualified film produced by the taxpayer.

If one of the qualified activities listed above apply to you, look at the two items below to see if these both apply to you:

· You paid employees W-2 wages for the qualified activities, and
· The qualified activity took place inside the continental United States.

If you think that you may qualify for any of these qualified production activities, and you have employees that you have paid wages to, and the activity has taken place in the United States, please look at the attached document.  This worksheet provides you with a guideline of the information that is needed to calculate the deduction.  

If you have any questions regarding this deduction, please contact us at your earliest convenience.

Sincerely,

Golden State Tax

