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1. What is Taxation?

e Taxation is the process by which governments collect money from individuals and
businesses to fund public services and projects.

2. Types of Taxes:

Income Tax: Tax levied on the income of individuals and businesses.

Sales Tax: Tax imposed on the sale of goods and services.

Property Tax: Tax based on the value of real estate or personal property.

Corporate Tax: Tax on the profits of corporations.
3. Taxation Process:

e Tax Return: Individuals and businesses report their income and calculate the tax owed.

e Tax Deductions: Expenses that can be subtracted from taxable income to reduce the
amount of tax owed.

e Tax Credits: Direct reductions in tax liability that are subtracted from the total amount owed.

4. Importance of Taxation:

e Funds essential public services like education, healthcare, infrastructure, and defense.
¢ Redistributes wealth and reduces income inequality.
e Encourages economic growth and development.

5. Tax Compliance:

e Obligation of individuals and businesses to pay taxes in accordance with the law.
e Non-compliance can result in penalties, fines, and legal action.

6. Tax Planning:

e Strategic management of financial affairs to minimize tax liabilities.
e Involves utilizing deductions, credits, and tax-efficient investment strategies.

7. Taxation Systems:



Taxation Basics

e Progressive Taxation: Tax rates increase as income levels rise.
e Regressive Taxation: Tax rates decrease as income levels rise.
e Proportional Taxation: Tax rates remain the same regardless of income levels.

Understanding taxation basics is crucial for individuals and businesses to fulfill their tax
obligations and manage their finances effectively.
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