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~2.Describe key elements such as taxable income, deductions, credits,

-____._;;_..--1-_'.'_ff--*_;_','.---’rl|ab|llty, considering various income sources and allowable
. “deductions.

LEARNING OUTCOMES

At the end of this module, the student will be able to:

1. Define corporate taxation and explain its role and significance in
the economy.

and tax rates for corporations.
i 5 Apply tax rules and reqgulations to compute a corporation’s tax

4. Explore strategies corporations use to manage their tax
obligations, including tax credits, deductions, and international tax
considerations.
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DEFINITION AND ROLE

Corporate Taxation

Corporate taxation plays a vital role in the economic landscape; serving-as.a. significant
revenue source for governments and influencing the strategic decisions of bustnesses.
Unlike individual income tax, which targets personal earnings, corporate tax focuses on
the profits generated by business entities. The lecture notes provide a-clear overview:-of
the key aspects of corporate taxation.

Definition and Role:

Corporate taxation is essentially a tax on the profits of corporations. Its primary role is
to generate revenue for governments, funding public services and infrastructure.
However, it also serves as a tool for economic policy, influencing business investment,
operational decisions, and overall economic activity. The rates and structures of
corporate taxes can incentivize or discourage certain business behaviors.
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Components of Corporate Taxation

The components of corporate taxation is crucial for comprehending how tax
liabilities are determined.

o JTaxable Income: This is the core of corporate taxation. It's the-portion of a
corporation’s income that is subject to tax, calculated by subtracting
allowable deductions from gross income.

» Deductions: These are expenses that can be subtracted from gross income,
reducing taxable income. Common deductions include business expenses,
depreciation, and interest payments. These deductions are critical for
businesses as they allow for a reduction of their taxable income.
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Components of Corporate Taxation

o JTax Credits: Unlike deductions, which reduce taxable income, tax credits
directly reduce the tax liability. Credits are often used to"‘*if.”rj}‘:‘entivize specific
business activities, such as research and development or iﬁvestments N
renewable energy.

e Jax Rates: The percentage at which corporate income is taxed varies across
jurisdictions and can be influenced by factors such as income level and
Industry.
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Calculating Corporate Tax Liability

The calculation of corporate tax liability involves a systematic process:

» Determine Gross Income: This involves calculating the total revenue
generated from business operations.

o Apply Deductions: Allowable expenses are subtracted from gross incometo
determine taxable income.

 Calculate Tax Liability: The applicable tax rates are applied to the taxable
Income, and any tax credits are subtracted to determine the final tax liability.
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Corporate Tax Planning

Effective tax planning is essential for corporations to optimize their tax situations.

o Tax Credits and Incentives: Corporations should explore and utilize:available tax cre
and incentives, such as those for energy-efficient technologies or-new investments. T
can significantly reduce tax liabilities.

e Deduction Strategies: Maximizing allowable deductions is crucial. This involves
analyzing strategies for timing expenses and capital investments to optimize.tax benefi

o International Tax Considerations: Corporations with international operations face
complex tax rules and regulations. This includes issues related to transfer pricing, tax
treaties, and the impact of global tax policies. Transfer pricing, specifically, requires
careful attention to ensure that transactions between related entities are conducted at
arm’s length. Tax treaties avoid double taxation. AU TR
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International Tax Considerations:

* |International tax considerations add a layer of complexity to corporate taxation. Transfer pri
tax treaties, and the impact of global tax policies are crucial aspects for multinational
corporations.

 Transfer pricing, for instance, requires careful consideration to ensure that transactions betwee
related entities are conducted at arm’s length.

* Tax treaties play a vital role in avoiding double taxation and promoting internationat trade.

* In conclusion, corporate taxation is a multifaceted aspect of the tax system, influencing both
government revenue and business decisions.

Understanding its components, calculation, and planning strategies is essential for corporations to
navigate the complexities of tax laws and optimize their financial performance.



COURSE CONTENT

Corporate taxation refers to the tax imposed on the profits of corporations, playing a critical role
In the modern tax system.

* Unlike individual income taxes, which target personal earnings, corporate taxes are:levied
on the income generated by business entities.

* This form of taxation is a significant revenue source for governments and.influences
business decisions, including investment strategies, operational practices, and financial
planning.

* Understanding corporate taxation involves grasping the components that affect a
corporation’s tax liability, such as taxable income, deductions, and credits. Corporate tax
rates and the application of various tax strategies, including deductions for business
expenses and credits for specific activities, determine the overall tax burden.

* Additionally, corporations with international operations must navigate complex global tax
rules and regulations, including transfer pricing and tax treaties.
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COURSE CONTENT

Lecture Notes:

Calculating Corporate Tax Liability:

V' Determine Gross Income: Calculate total revenue from business.operations.
v' Apply Deductions: Subtract allowable expenses from gross income to determine
taxable income.

v' Calculate Tax Liability: Apply the applicable tax rates to taxable income, considering
any tax credits that reduce the final tax liability.

IV E X




Corporate Taxation in the Philippines (2026)

In the Philippines, corporations generally pay Regular.Corporate
Income Tax (RCIT) on their net taxable income. The standard-rate is
25%, while some small corporations may qualify for a'20% rate.

Corporations may also be subject to Minimum Corporate Income Tax
(MCIT) of 2% of gross income starting in the 4th year of operations if
this amount is higher than the regular tax.
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Company: ABC Manufacturing Corporation
Tax Year: 2026

Financial Information

Gross Sales: £#10,000,000

Cost of Goods Sold: £#6,000,000
Operating Expenses: #1,500,000
Administrative Expenses: #500,000

Step 1: Compute Net Taxable Income
Taxable Income = Gross Sales — Expenses

Total expenses:
6,000,000 + 1,500,000 + 500,000 = 8,000,000

Taxable income:
10,000,000 — 8,000,000 = 2,000,000
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Company: ABC Manufacturing Corporation
Tax Year: 2026

Step 2: Compute Regular Corporate Income Tax (RCIT)

Corporate tax rate = 25%
Tax = 2,000,000 x 25%
Tax = 500,000

Step 3: Compute Net Income After Tax
Net Income = 2,000,000 — 500,000
Net Income = 1,500,000
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Summary Table:

Gross Sales
Total Expenses
Taxable Income

Corporate Tax (25%)
Net Income After Tax

£10,000,000
£8,000,000
#2,000,000
£500,000
#1,500,000
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Example with MCIT (Alternative Scenario)

Assume the company has low profit but high gross income.
Gross Income: £8,000,000
Net Taxable Income: £#200,000
Regular Corporate Tax
200,000 x 259% = 50,000

Minimum Corporate Income Tax

8,000,000 X 29% = 160,000
Since MCIT is higher, the company pays:
Corporate tax = £#160,000
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KEY POINTS

25% — Regular corporate income tax for most corporations.
20% — Reduced rate for qualified small corporations

(income < #5M and assets < #100M).
2% MCIT — Minimum tax based on gross income starting the 4th year of operations.
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FOCUS QUESTIONS

1. What are the key components of corporate taxation, and how do-they.influence a
corporation’s tax lLiability?
2. How are corporate taxable income and deductions determined; and what impact

do they have on the overall tax burden?

3. What strategies can corporations use to effectively manage their tax obligations
and take advantage of available tax credits and deductions?

4. How do international tax considerations affect corporate tax planning and

compliance?
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LEARNING ACTIVITIES

Corporate Tax Calculation Exercise:
v/ Given a set of financial statements for a corporation, calculate the taxable income
and tax liability, applying appropriate deductions and tax rates.

Case Study Analysis.

v/ Review a case study of a corporation’s tax strategy, including how it utilizes
deductions, credits, and tax planning techniques. Discuss the effectiveness-and
potential improvements.

Group Discussion on International Taxation:

v/ Engage in a group discussion on the challenges and strategies associated with
International corporate taxation. Explore how different countries’ tax policies impact
multinational corporations
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ASSIGNMENT

v Detailed Tax Calculation Project:

* Prepare a detailed tax calculation for a hypothetical corporation.include
calculations for taxable income, deductions, and tax credits,and provide a final
tax Liability summary.

v' Tax Planning Strategy Report:

* Develop a report outlining tax planning strategies for a corporation. Consider
various tax credits, deductions, and international tax issues. Provide
recommendations for optimizing the corporation’s tax position.

v'_Reflection Paper on Corporate Taxation:

» Reflect on what you have learned about corporate taxation and its implications
for business operations. Discuss how understanding corporate tax principles can
Impact business decision-making and strategic planning. (TTHEWRIM E X
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RELATED READINGS/REFERENCES

e https.//www.oecd.org/en/topics/corporate-
taxation.html#:~:text=The%20taxation%200f%20business%20income,investment%2€%20productivit
%620and%20growth%20worldwide.

e https.//www.oecd.org/en/data/indicators/tax-on-corporate-
profits.html#:~:text=Tax%200n%20corporate%20profits%20is,allowable%20tax%20reliefs)%200f%20e
nterprises.

e https.//www.britannica.com/procon/corporate-tax-rate-
debate#:~:text=Pro%2035%3A%20Raising%20the%20corporate,needed%20social%20and%20infrastruc
ture%20programs.

e https://www.pajak.go.id/en/artikel/why-government-taxes-corporations-
0#:~:text=Corporate%20Taxes%20as%20Policy%20Tools,achieve%20economic%200r%20social%20go
als.

e https.//www.hrblock.com/tax-center/filing/credits/difference-between-tax-deduction-and-tax-
credit/#.~text=Because%20a%20deduction%20lowers?%20your,by%20directly%20lowering%20your%
20tax.
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