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LECTURE 4 
BUSINESS TAXATION
CHAPTER REFERENCE – CHP 1
Regardless of their legal form, ALL BUSINESSES can earn two types of income – 
ORDINARY INCOME – is income earned through the sale of goods or services

CAPITAL GAIN – the amount by which the sale price of an asset exceeds the asset’s initial purchase price

CORPORATE TAX RATE SCHEDULE

	INCOME RANGE
	BASE TAX             +
	MARGINAL RATE X AMOUNT OVER BASE BRACKET

	$0 -$50,000
	0
	15% X amount over $0

	$50,000 – 75,000
	7,500
	25% X amount over 50,000

	$75,000 – 100,000
	13,750
	34% X amount over 75,000

	$100,000 – 335,000
	22,250
	39% X amount over 100,000

	$335,000 – 10,000,000
	113,900
	34% X amount over 335,000

	OVER $ 10,000,000
	3,400,000
	35% X amount over 10,000,000


AVERAGE TAX RATE – a firm’s taxes divided by its taxable income.

MARGINAL TAX RATE – the rate at which ADDITIONAL income is taxed

I
NTEREST INCOME – any interest received by a corporation is included as ordinary income.

DIVIDEND INCOME – Dividends that a firm receives on common and preferred stock held in other corporations and representing less than 20% ownership in them are subject to a 70 % exclusion for tax purposes. ONLY 30 % OF DIVIDEND INCOME IS TAXED.

Q. WHAT IS DOUBLE TAXATION?

TAX DEDUCTIABLE EXPENSES – Operating expenses and interest expenses
DIVIDEND EXPENSE VS. INTEREST EXPENSE 

.







