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Pre-tax income is often termed as a company’s income that is subject tax (Aparna, 2016). The effective tax for pre-tax income is relatively 20% higher than the one calculated using income tax. Companies can however accumulate operating losses during their recession periods and use them later in the years once they start making profits to lower their pre-tax incomes. Corporations can have zero tax liability under three circumstances; the first is when they are making no profits, the second is when they are making losses and the last one is when they chose to use pre-accumulated operating losses to lower income subject to tax to zero. We hear cases of profitable companies not paying taxes, well, as Aparna (2016) states, GOA  in 2012 gave a staggering  figure of 1.6 million in corporate tax, 51% were  returns on positive net incomes whereas, 32% were those that had positive pre-tax incomes. Despite the fact that the above returns are measures of pre-tax income but they are significantly different in that, net income encompasses a company’s net losses or profits subject to deductions such as depreciation allowances and interests among others while “income subject to tax” gives corporations the chance to deduct pre-existing operation losses to net income a model called the net operating loss deductions (NOLD). This is to say that 20% of the companies that remitted no tax at all despite having positive net incomes claims net operating loss deductions that result in zero tax liability (Aparna, 2016).
A very important metric to measure the success of a business is the pre-tax profit margin and it clearly shows how much profit has been made by a business. The net profit before taxes is given by the quotient of the financial period and sales. It can is a good indicator of a company’s expenditure and the need to effectively manage expenses by decreasing certain expenses to limit their downtrodden impact on revenues (Mary, 2013).
Sage works in 2012 estimated the average net profit for private companies to be roughly 7% a figure that varied across industries. Gas stations recorded the lower profits of 2% with legal firms having as high as 20% profits (Mary, 2013). In order to give a clear and accurate picture of a company’s operational performance, the net profits are calculated excluding taxes but including the company’s owners compensations in excess of their market rates salaries
The current and quick ratios and quick ratios are vital ratios in the management of company revenues. How so?  Well, these ratios show the liquidity of a business and an indecent ration would warrant a significant reduction in expenses as Schaefer states. The current rations show the assets that can be quick can cover the current liabilities (Mary, 2013). For a ratio of less than one, the company might run into revenue shortages in less than a year and thus the need to generate more and more revenues.   This metric unlike the prior discussed ones has its limitations that include a distorted understanding of a company’s short-term cash flow especially when inventory is added the quick ratio, on the other hand, gives the quotient of accounts receivable and current liabilities (Mary, 2013).
Pre-tax income can be analysed using a year plan vs, actual or actual +SRO chart.  This kind of chart tells us what our actual incomes. The actual +SRO additionally tells us what our expected pre-tax incomes will be if all quarters are hit as planned.
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