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How to use a corporate account to lower taxes drastically
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Here's what you'll find in this thread:
1. Forming a Private Ltd Company
2. How you get surcharge benefits
3. Loans

4. Paid up Capital

5. NBFC license required?

6. When should you think about opening a company?

Let's go: |

1. Make a Pvt Ltd Company.

Form a company with family members and trade under it.

The family members should be directors of the company. Will explain why later.

Why form a company?

You will only need to pay 25% flat tax.

Individuals have to pay 30% tax above 10 lakh profits.

2. Surcharge Benefits:

You will be charged a lower surcharge in a corporate account.

Check the picture below:
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Current rates of Surcharge

Following are the thresholds and the rates of surcharge applicable in case of various assesses.

D Individuals, Hindu Undivided Family (HUFs), Body of Individuals (BOI), Association of Persons (AOP)
and Artificial Judicial Person (AJP)

Total Income Rate of Surcharge applicable

Less than Rs. 50 Lakhs MNil
Rs. 50 Lakhs to Rs. 1 Crore 10%
More than Rs. 1 Crore 15%

2 » Domestic Company - the following are the surcharge rates that are applicable in case domestic companies:

Total Income Rate of Surcharge applicable
Less than Rs. 1 Crore Mil

Rs. 1 Crore to Rs. 10 Crore 7%

More than Rs. 10 Crore 12%

Total Tax Outlay:

The total tax outlay for individuals is 30% plus surcharge.

If you really earn a lot (10 cr +) then you will be paying 42% tax.

Whereas in a company you'll be paying a maximum of 28% tax.

This is how rich people save a lot of their money by paying low taxes.

3. More Expenses can be deducted.

All expenses can be deducted from a company account.

Companies:

1. First make a profit.

2. then deduct the expenses

3. & Pay tax on the remaining income

Individuals:
1. First Profit
2. Then Pay tax



3. Expenses with whatever is left.

This makes a huge difference in companies as you get to deduct expenses first and then have to pay tax on the remaining
amount.

Individuals are first charged taxes and then get to spend with the remaining amount.

Over a long period, this turns into a huge gain for companies.

4. Which Expenses to charge?

. Office Rent

. Petrol

. Car Depreciation
. Salaries

. Travel
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. Food in restaurants

Additionally, get to deduct housing loans as well.

5. Give a loan from your account to your company account.

Since all the family members will be directors in the company, the company can receive a loan from its directors without any
hassle.

Start trading with that loan that you've given yourself.

Then don't repay the loan.

6. Low Paid-up capital:

Keep paid-up capital as 1 lakh only.

Anything above that is a loan from directors.

I have confirmed this with multiple traders.

7. NBFC license required?

No NBFC licence is required.

Have confirmed this with multiple CA's and multiple traders too.

https://t.co/KxVJcQroN4



https://t.co/KxVJcQroN4

My CA told me, if | form a company to trade then | have to register it as an NBFC. Is this true?

Whoever trades in company accounts can you dm me, please?

— Aditya Todmal (@AdityaTodmal) January 7, 2022

8. When should you open a corporate account?

If you're making a profit of higher than 50 lakhs then it makes sense to transfer money to a corporate account and trade from
it rather than on an individual name as there are compliance costs as well.

9. Depreciation

In a corporate account, it is going to be easy to claim depreciation.

Tough to do in an individual account.

Additionally, if you buy a property in the company name, all interest paid is considered an expense.

Conclusion:

Everything you buy, buy under the company name.

The total tax you pay will be lesser than 25%.

These are the advantages of trading in a corporate account. If you know of any other benefits list them below.

If you like such threads, here's the last one | wrote on Short Straddle Adjustments.
https://t.co/0QkmD4K74y

Short Straddle is the highest payoff strategy in Option Selling.

However, it comes with huge risks as well.

You become good at managing Straddles with adjustments.

Here's a step-by-step breakdown on them:

Collaborated with @niki_poojary
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— Aditya Todmal (@AdityaTodmal) November 5, 2022

That's a wrap!

If you enjoyed this thread:
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1. Follow us @Adityatodmal & @niki_poojary for more threads on Price action, Option Selling & Trading growth.

We've got you covered.

2. RT the first Tweet to share it with your audience.

| appreciate it!
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