Corporate Taxes- According to Bruce Harrell, CPA, the amount of federal income tax for a class C corporation is deductible on the Louisiana state tax return, and the amount of state income tax for a class C corporation is deductible on the federal tax return. So for a state tax rate of 5%and a federal tax rate of 30%, we have


State tax = 0.05(taxable income- federal tax)

And

Federal tax = 0.30(taxable income – state tax)

Find the amounts of state and federal income tax for a class C corporation that has a taxable income of $100,000.
Solution: Given state tax rate – 5%

                        Federal tax rate - 30%
Using direct method:

Let x=federal tax owned

      Y= state tax owned

Federal tax is given by

X=0.3(100,000 – y)

X+0.3 y = 30000 -- ((1)
State tax is given by

Y= 0.05(100,000 –x)

0.05x+y=5000    -- ((2)
Solving both of these equations:

      1x+0.3y = 30000

      0.05x+y = 5000

Using Substitution Method.

Expressing x as a function of y (from the first equation) x = (30000 -0.3y)/1

Substituting this expression into the second equation:


0.05(30000+0.3y)/1+y = 5000

Simplifying this expression:


0.985y = 3500

or


 y = 3553.29949238579


Now, substituting y = 3553.29949238579 back into the x expressed as a function of y:


x = (30000-0.3y)/1 = 28934.0101522843

            x= 28934.0101522843

Federal tax =x=$28934.01

State tax = y = $3553. 3

