C Corporations:

The corporation pays its own taxes.  Any profit to the corporation is subjected to at most 40% tax to the Federal Government.  Shareholders are then taxed on the same profits via a K-1.  This is called double taxation.  Shareholders do not get any benefit of a loss on a C corporation.  A shareholder should draw a W-2 wage.  The corporation must file an 1120 tax return and is responsible for all payroll reports and deposits.

Resources: Internal Revenue Service Publication 542, 583.

