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The Domestic International Sales Corporation (DISC) regime was enacted by Congress in 1971 in an attempt to stimulate U.S. exports. The DISC 
provisions allow U.S. exporters to avoid U.S. tax on a portion of it’s export pro�ts by allocating those pro�ts to a special type of domestic corporation 
known as a DISC. 
The DISC is usually owned by the same shareholders who own the exporting manufacturing company. The exporter pays a portion of it’s annual pro�ts 
to the DISC in the form of a commission. This commission is a dedcutible expense to the exporter. The DISC does not pay tax on the commission it 
receives. Subsequently the DISC pays a dividend of the commission income to it’s shareholders at which time the shareholders pay tax at a 15% rate. 
In e�ect, the shareholders are converting a 35% tax on corporate income (the amount of the commission) to a 15% tax.
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