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DESCRIPTION

A tax on a company's net income is known as corporation tax.
Domestic businesses are subject to a 30% tax for the assessment
year 2014-15. Taxes are paid on a company's taxable income, which
is revenue less General and Administrative (G&A), selling and

marketing, R&D, depreciation, and other operating expenditures.

Corporate tax rates vary greatly amongst nations, with some
having extremely low rates and being labeled as tax havens. The
effective corporate tax rate, or the rate a corporation actually
pays, is typically lower than the statutory rate, which is the
declared amount before any deductions, because corporate taxes
can be reduced by a variety of deductions, government subsidies,
and tax loopholes.

Corporations are allowed to deduct some usual and necessary
business expenses from taxable income. Every current cost
incurred in running the business is fully deductible from taxes.
Deductions are also available for investments and real estate
bought with the goal of generating income for the company.
Salaries, health benefits, tuition reimbursement, and bonuses
are all allowable deductions for businesses. A corporation can
also exclude insurance premiums, travel costs, bad debts, interest
payments, sales taxes, fuel taxes, and excise taxes from its taxable
revenue. Other expenses that can be deducted from business
income include tax preparation fees, legal fees, accounting costs,

and advertising expenses.

The idea of double taxation is a key concern in corporate
taxation. On a certain corporation's taxable income, taxes are
due. If this net income is delivered to shareholders, the
dividends they receive must be taxed as individual income.
Instead, a company could file as an S corporation, with all
profits going directly to the proprietors. Due to the fact that all
taxes are paid through individual tax returns, an S corporation
does not pay corporate tax.

Like in the United Kingdom or the United States, the majority
of jurisdictions tax corporations on their income. In the US, the

majority of corporate income is taxed at a rate of 21%. With
some exceptions linked to the intrinsic characteristics of
companies and people or unincorporated entities, the United
States taxes corporations under the same general framework of
tax law as persons. Corporations do not create, combine, or
acquire individuals, and they do not incur medical costs outside
of compensating individuals. Most taxation regimes levy taxes on

oth domestic and foreign businesses. Domestic corporations
are frequently subject to local taxes while international firms are
only subject to local taxes on their local sources of income.

In the United States, taxable income for a company is defined as
all gross income, which includes sales + other revenue less cost of
products sold and income from tax-exempt sources less available
tax deductions, but excludes the standard deduction that applies
to individuals. The American system mandates that criteria for
recognizing income and deductions, such as the timing of
income or deduction, tax exemption for specific income, and
disallowance, differ from principles of financial accounting.

For business owners, paying corporate taxes may be preferable to
paying additional individual income taxes. Losses can be written
off more easily for corporations as well. A corporation may write
off all of its losses, but a sole proprietor must show that they
have the intention to make a profit before they can do so.
Finally, a corporation's profit can be retained within the
business, providing for tax planning and potential future tax
benefits.

The majority of jurisdictions let a corporation to deduct interest
costs spent while conducting its business. Such a deduction
might be restricted if the interest was given to relatives. Without
this restriction, owners may organize the corporation's funding
so that a large portion of the profits could be deducted from
taxes, potentially without affecting the tax rate for shareholders.
Consider a firm that, under normal circumstances, would
allocate 50 of its 100 pre-interest profits to shareholders. The
firm will pay half as much tax as it would have if it had simply
paid a dividend if it were set up so that shareholders would
receive 50 percent deductible interest.
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