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Why are you paying more tax
than Amazon and Netflix2?

This tax season, mil-
lions of Americans will be
receiving smaller refunds
from the IRS, or worse, a
bill. At the same time, two
of the most profitable com-
panies in the country are
not only avoiding paying
taxes altogether, but one is
receiving a federal rebate
check of hundreds of mil-
lions of dollars.

Both corporations and
individuals are subject to
federal income taxes. For
those individuals who earn
their money through work,
the rates are anywhere from
10% to 37%. For those of
us who live off investment
income, marginal tax rates
are 0%, 15% and 20% (this
sucks too, but I'll get into

that at another time).

On the other hand, the
corporate tax rate is 21%.
It would be reasonable to
assume that companies like
Amazon and Netflix would
pay 21%, or at least close
to that figure, after applying
deductions and other tax
credits. This has not been
the case.

From 2012 to 2017, Ama-
zon paid federal income tax
at an average rate of 11.4%
on over $8 billion in prof-
its, almost half the highest
marginal tax rate for corpo-
rations now and less than
one-third the marginal tax
rate for corporations be-
fore 2018, which was 35%.
In both 2017 and 2018, the
company paid $0, and this

year the company will be
receiving a $129 million re-
bate. Netflix didn’t do much
better, either. The stream-
ing service paid $0 in tax in
2017, and their tax rate was
1% for 2018. This is despite
Netflix boasting 139 mil-
lion paying subscribers in
2018, with a profit of about
$845 million.
Unfortunately, this is a
longstanding problem with
the tax code, not simply a
result of Republicans’ Tax
Cuts and Jobs Act going
into effect. In 2017, after
raking in $5.6 billion in US
profits, Amazon paid $0 in
federal income tax. They
achieved this zero-dollar
tax bill in in part by claim-
ing tax credits for executive
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stock options.

The company gets a tax
deduction when people with
stock options exercise these
options. To illustrate with
an example, say two years
ago (when the stock price
was $140) the company is-
sued stock options with an
exercise price of $140. Say
that now, the stock price
is $340, and the employ-
ees cash in their options.
The company issues them
shares of stock, and the
company gets a tax deduc-
tion of $200 per share even
though the company does
not actually have any cash
expenses (on a cash basis,
the company is actually up
$140 per share). In fact, for
financial accounting pur-
poses the company only has
the much smaller expense
of the value of the option at
the time it is granted.

Netflix did the same, as

well as something even
more ridiculous. To lower
their tax contribution, Net-
flix claimed a number of
research and development
credits. This credit doesn’t
just mean that research is
deductible (like any other
expense), but that (for the
eligible R&D costs) the
federal government actually
pays 100% of the costs one
of two ways. A company can
either take 100% of the eli-
gible R&D costs and deduct
it from whatever they owe,
or have it added to their re-
fund. Interestingly, in all of
the discussions of that cred-
it that I read, members of
Congress were always talk-
ing about inventing lifesav-
ing drugs to cure cancer or
something similar. I never
heard anyone discuss the
need for taxpayers to pay
for research into making
better recommendations for

what shows you might like
to stream, but alas.

Obviously, Netflix’s ef-
fective tax rate of 1% is
fundamentally unfair, and
Amazon getting a refund is
absurd. But, after Repub-
licans’ tax overhaul in late
2017, one can be sure their
tax rate being lower than
that of middle class Ameri-
cans is now absolutely by
design and not a mistake.

There’s no reason why
two extremely successful
companies have lower ef-
fective tax rates than the av-
erage middle class Ameri-
can, but here we are.

*Morris Pearl is a former
managing director at Black-
Rock, Inc. and Chair of the
Patriotic  Millionaires, a
coalition of high-net worth
Americans concerned about
the destabilizing concentra-
tion of wealth and power in
the U.S.
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Value You
Can Trust

Auto Home Life

wrw_Alfalnsurance.com

Kimble Winstead
98 Wall Street
Lexington, MS 39095
Bus: (662) B34-0169
KWinstead@alfains.com

Call Alfa*. The best agents in the business.

FRANKS
s CHEVIROLET

www.frankschevy.com

sfranks@frankschevy.com
Office (662) 289-4611

Fax (662) 633-4400
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STEPHEN FRANKS

1001 Hwy 35 N » Kosciusko, MS 39090

Need help getting approved for
Long Term Care?

Let us guide you through
the application process.

Durant

Healthcare, LLC
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LEXINGTON!

109 Carrollton St. '
Lexington ® 662-834-9007

Locally owned and operated!

center
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FINANCI

INTERSECTION OF
HWY. 12 W & 51
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©°s Diney-
51 Depot St. Lexington

(662) 450 -S131 Mon-Wed

Monday - Thursday

' a 10 a.m. to 9 p.m.
Friday - Saturday

10 am. - 12 p.m. (May Vary) “§

Senior
Citizen
Discount

KENNY JOINER

SCOTT PETROLEUM CORPORATION

www.scottpetroleuminc.com

309 Depot St
Lexington, MS 39095

Office: 662-834-1089

Fax: 662-834-6082

Cell: 662-299-7461
kjoiner@scottpetroleuminc.com
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REBATESy
AVAILABLE!
CHECK OUT OUR

PRE-OWNED
VEHICLES @

Nammettmotorco.com

662-653-3141
DURANT

THE CUT OVER

Barber Shop

Rristy
Ingecld

Appoinbwment .

Only
662-792-9949

Courtuey
Steverson

662-528-3919
Monday - Friday
10:00 - 5:00
Walk ins
Welcome
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Reach Your
Customers...

By Advertising Your
Business in the
Herald’s Business
Directory. Call
662-834-1151
to find out how.

Visit us in Tchula, Lexington,
Durant, Pickens and Canton.

Aforaabte

FUNERAL HOME
OF DURANT

Division Manager

James and Veronica Smith, Owners

1ppi -
2-653-3711 fax

im Arnold
Attorney at Law
e Chapter 13 Bankruptcy ®
No upfront fee except filing fee

e Chapter 7 Bankruptcy
$750 plus filing fee

* No Fault Divorces ®
$399 plus court fees

Call for an appointment 662-653-6448 or 601-656-6914



