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TAX CREDITS / DEDUCTIONS 
FOR BREWERIES 

 Manufacturing Sales Tax Exemption (CA 
Breweries)

 FICA Tip Credit

 Research and Development (R&D)

 Domestic Production Activities Deduction 
(DPAD)
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Manufacturing Sales Tax 
Exemption

 Sales and Use Tax lowered 4.1875% (from 7.5% to 
3.3125%)

 Items purchased after 07/01/14

 Must be for Qualifying Business

 Purchase of Qualified Property

 Use Qualified Property for certain activities

 Purchaser should provide an exemption certificate 
(“Partial Exemption certificate”) to seller.
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FICA TIP CREDIT
 Breweries with Tasting Rooms

 Employers are required by law to pay taxes on tips 
paid to employees.

 Tip income should be reported on payroll which 
would then be subject to Payroll Taxes.

 Credit calculated when filing annual business tax 
return

 Credit can equal up to 7.65% that has been paid 
on tip income



R&D Tax Credit

 Applies to improvements in processes
 Bottling line/canning process and improvements
 General Process Improvements
 Efficiency Improvements
 Experimental brewing Process
 Barrel Aging Process and Improvements

 Does not Apply to “taste”
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DPAD
 Business Must pay W2 wages and must be profitable

 Deduction that amounts to approximately 9% of sales 
related to production.

 For Breweries that sell wholesale.
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Maximizing Deductions
 Depreciating new equipment

 Cost Segregation

 Expenses
 Auto
 Travel
 Education
 Seminars
 Cell Phone
 Other
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Potential Changes to Tax 
Code

Big Unknown at this point

Would anticipate some changes to current tax code

Should have some clarity in the next few months.

Talk with your CPA about how any upcoming changes 
could impact you.
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Proactive Tax Planning
 Tax Planning is a year long process

 Run your Brewery like a business

 Talk to your CPA throughout the year

 Discuss significant changes or strategies with your 
CPA prior to implementation.



AUDITS & REVIEWS

BUSINESS SERVICES

BUSINESS TAX

ESTATE & TRUST

PROFESSIONAL SERVICES

REAL ESTATE

RETIREMENT PLANNING

CONSULTING SERVICES

Thank You !!

Questions !!
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