State taxes overview
Most states have a corporate income tax. These taxes are separate from the federal corporate income tax. 

Do corporations pay income taxes in every state? 
Corporations are required to file and pay income taxes in states in which they have nexus. Nexus is the legal connection between a business and a state that allows the state to impose tax obligations. A corporation has nexus in a state if it meets certain criteria, such as having a physical presence in the state (i.e., offices, employees, inventory, or property in the state) or having a significant economic presence in the state (i.e., exceeding a specific threshold of sales transactions or sales dollars within the state). Each state may define nexus differently, and thresholds vary, so always check the rules in each jurisdiction.

If a corporation has nexus with a state, do they pay tax just as for federal purposes on the taxable income calculated on Form 1120, U.S. Corporation Income Tax Return?
No. While corporations do pay state income tax on taxable income, it is not the same taxable income that is calculated for federal income tax purposes. Each state a corporation has nexus with can tax a portion of its federal taxable income. 

How is that portion calculated?
There are two important concepts to understand in the calculation of taxable income for each state: allocation and apportionment.  
Allocation: Allocated income (allocation) is taxable income that is attributed 100% to a single state. This is generally nonbusiness income, such as income from investments, i.e., interest or dividends. This investment income is 100% allocated to the business’s home state (commercial domicile). 
Apportionment: Apportionment is the process used to determine how much business income is taxable to a specific state. Business income is equal to federal taxable income minus the income allocated to a single state (as discussed above). Apportionment uses one or more factors to calculate the percentage of a company’s business that is conducted within a state.
There are a few ways to calculate the percentage of business (apportionment formula) conducted within a state, and each state can choose how it wants to calculate the percentage, so always research each state’s rules. Some common apportionment formulas are:   
· Three-factor formula: This formula assumes the corporation’s percentage of business activity is the average of three measures of a corporation’s activity within the state: (1) the property factor, which measures the percentage of property used within the state; (2) the payroll factor, which measures the percentage of payroll paid within the state; and (3) the sales factor, which measures the percentage of sales revenue earned within the state   (property factor + payroll factor + sales factor) / 3.
· Property factor = average property within state / average property in total.
· Sales factor = sales within state / sales in total.
· Payroll factor = payroll within state / payroll in total.
· Double-weighted sales factor formula: This formula is similar to the three-factor one; however, it includes the sales factor twice (property factor + payroll factor + sales factor + sales factor) / 4.
· Single-sales factor: This formula uses only the corporation’s sales factor.
Once the applicable apportionment formula is calculated for a state, it is then multiplied by the corporation’s business income to determine the business income taxable in that state. This amount is added to any nonbusiness income that was allocated to the state to get the total taxable income.

Do states use the same 21% tax rate used for federal income taxes?
No. Every state has its own tax rate. Some are flat rates, while some are progressive. Be sure to research the appropriate rate. A few states do not have a corporate income tax, so always check. 

