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State Update

Illinois

Effective 06/17/2021, limits the carryover deduction for net operating losses to $100,000 for any
taxable year ending on or after December 31, 2021 and prior to December 31, 2024. Additionally,
Illinois will decouple from the federal 100% bonus depreciation deduction. For taxable years
ending on or after June 30, 2021, corporations must add back any amount treated as a dividend
under IRC § 1248, and the dividends received deduction will not apply to dividends for which a
deduction is allowed under IRC § 245(a).
https://www2.illinois.gov/rev/questionsandanswers/Pages/607.aspx

Indiana

The directives contained in the Executive Orders issued by Indiana Governor Holcomb after
Executive Order 20-02 and prior to the issuance of Executive Order 21-15 will be rescinded and
cease on June 30, 2021. These orders directed the Department of Revenue to take certain actions
and also gave the department the authority and discretion to take other actions to help Indiana
residents and businesses during the public health emergency. Pursuant to this authority, the
department announced that it would not use an employee's relocation to working from home in
Indiana as a basis for establishing Indiana nexus or for exceeding the protections provided by P.L.
86-272 when the relocation was the result of a federal, state or local governmental work from
home declaration or pursuant to the order of a physician. This accommodation will end upon the
end of the applicable work from home declaration. If the person remains in Indiana after that
date, such presence can be used in determining whether the employer has Indiana nexus. The
accommodation for workers subject to a physician's order will expire the later of June 30, 2021,
or the expiration of an existing physician's order in place prior to June 30, 2021.
https://www.in.gov/dor/coronavirus-information/

Louisiana 

Effective for tax years beginning on and after 01/01/2022, LA repeals the income tax deduction
for federal income taxes paid for purposes of calculating corporation income tax. Current law
provides a deduction for federal income taxes paid for corporate income tax, and for a graduated
five-rate corporate income tax rate and bracket structure as follows: 4% up to the first $25,000 of
net income, 5% on $25,000 to $50,000, 6% on $50,000 to $100,000, 7% on $100,000 to
$200,000, and 8% on net income greater than $200,000. The legislation eliminates the federal
income taxes paid deduction and modifies the rate and bracket structure to a graduated four-rate
structure as follows: 3.5% upon the first $50,000 of Louisiana taxable income, 5.5% on $50,000 to
$150,000, and 7.5% on Louisiana taxable income greater than $150,000. The legislation also
repeals present law authorizing certain S corporations to deduct federal income taxes paid on
returns and reduces the income tax rates for S corporations that elect to be taxed at the
corporate level. Currently, the rates are computed at 2% upon the first $25,000 of Louisiana
taxable income, 4% on $25,000 to $100,000, and 6% on Louisiana taxable income greater than
$100,000. As amended, the rates are 1.85% upon the first $25,000 of Louisiana taxable income,
3.5% on $25,000 to $100,000, and 4.25% on Louisiana taxable income greater than $100,000.
http://www.legis.la.gov/Legis/ViewDocument.aspx?d=1214036

https://www2.illinois.gov/rev/questionsandanswers/Pages/607.aspx
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Tennessee

The Tennessee Department of Revenue has advised that if a company is treated as a foreign
corporation under the Internal Revenue Code (IRC) but has income effectively connected with a
United States trade or business, then its net earnings and net worth connected with its United
States trade or business will be its net earnings and net worth for franchise and excise tax purposes.
Only property used in, payroll attributable to, and receipts effectively connected with its company's
United States trade or business will be considered when calculating its apportionment factors.
Whether a company has income effectively connected with a United States trade or business and
the amount of its net earnings and net worth connected with its United States trade or business will
be determined in accordance with the provisions of the IRC.

Tennessee

The Tennessee Department of Revenue has advised in its Franchise and Excise Tax Manual that
reimbursed expenses received from an affiliate as a reimbursement of costs are included in the
sales factor even if they are posted as a credit to the respective expense account unless the
apportionment schedule is a consolidated net worth apportionment (Schedule 170NC).

New 
Hampshire

The New Hampshire Department of Revenue Administration has issued a technical information
release that provides guidance on recently passed legislation that excludes the business income of a
taxpayer received because of forgiveness of indebtedness under the Paycheck Protection Program
(PPP). As a result, the New Hampshire tax treatment of forgiven PPP loans will mirror the federal
treatment, as enacted by the federal CARES Act and the Coronavirus Response and Relief
Supplemental Appropriations Act for taxable periods ending after March 3, 2020.
https://www.revenue.nh.gov/documents/2021-003.pdf

Colorado

On June 23, 2021, Governor Jared Polis signed the SALT Parity Act which authorizes, beginning in
tax year 2022, pass-through entities to elect to pay state income tax at the entity level, rather than
the individual level. L. 2021, H1327, effective 6/23/2021.
https://tax.colorado.gov/nonresident-partners-shareholders

Illinois 

The Illinois Department of Revenue issued an informational bulletin to all corporate filers with tax
years ending on or after June 30, 2021 regarding foreign dividend reporting changes. For tax years
ending on or after June 30, 2021, Illinois is decoupling from the federal 100% foreign dividends
received deduction, the deduction for global intangible low-taxed income (GILTI), and the
deduction under IRC § 243(e) for foreign dividends treated as domestic dividends. Illinois will also
be disallowing a subtraction modification for foreign dividends eligible for a federal deduction
pursuant to IRC § 245(a) and IRC § 1248 gain. The changes are detailed in Schedule M (Other
Additions and Subtractions for Businesses) and Schedule J (Foreign Dividends). (Illinois Dept. of Rev.
Info. Bulletin No. FY 2021-27, 06/01/2021.)
https://www2.illinois.gov/rev/research/publications/bulletins/Documents/2021/FY%202021-
27.pdf

Iowa 

The Iowa Department of Revenue has adopted, effective August 4, 2021, Iowa Admin. Code § 701—
40.85; –53.29, and –59.31 related to interest expense and deduction adjustments. The rules
implement the adjustments to income for Iowa individual and corporate income and franchise
taxes for interest expense deductions, which are limited for federal income tax purposes but
permitted in full for Iowa purposes for tax years beginning on or after January 1, 2020. The rules
also cover adjustments that may be needed due to Iowa’s changing conformity with the federal
limitations for tax years 2018 and 2019.
https://rules.iowa.gov/Notice/Details/5612C

https://www.revenue.nh.gov/documents/2021-003.pdf
https://tax.colorado.gov/nonresident-partners-shareholders
https://www2.illinois.gov/rev/research/publications/bulletins/Documents/2021/FY%202021-27.pdf
https://rules.iowa.gov/Notice/Details/5612C


STATE SALES AND USE TAX

State Update

Georgia

The Georgia Department of Revenue has issued guidance on changes made to the state hotel-

motel fee by L. 2021, H317, effective July 1, 2021 (as reported in State Tax Update ,

04/26/2021). The law expanded the definition of "innkeeper" to include "marketplace innkeepers"

and imposes the fee on certain accommodations not previously subject to the fee. The $5 per night

fee applies to the rental or lease of any accommodation (not just hotel rooms in hotels) by an

innkeeper that provides physical shelter, unless an exemption or exclusion applies. The guidance

provides definitions and examples of marketplace innkeepers, franchisors and nexus amount

thresholds; discusses collection and remittance of the fee by marketplace innkeepers; non-

inclusion of the fee in the sales tax base when separately stated in the invoice; instances when a

marketplace innkeeper is not liable for the fee due to incorrect or insufficient information, and that

a provider of accommodations is not required to collect or remit the fee for which a marketplace

innkeeper is required to collect and remit the fee. (Ga. Dept. of Rev. Policy Bulletin FET-2021-01,

06/21/2021.)

https://dor.georgia.gov/fees-and-excise-tax-bulletin-changes-state-hotel-motel-fee-effective-july-

1-2021

New Mexico

Beginning July 1, 2021, most New Mexico businesses will pay gross receipts taxes based on the rate

in effect where their goods or the products of their services are delivered. The so-called

destination sourcing method was mandated by legislation adopted in 2019 and 2020. The 2019

legislation also allowed the state to begin taxing internet-based sales by out-of-state

businesses. Since 2019, internet sales have been taxed using the statewide 5.125% rate. Starting

July 1, those businesses will pay both the statewide rate and local-option gross receipts taxes. Most

New Mexico-based businesses starting July 1 must now also use destination sourcing. Retailers

whose sales are wholly or primarily at their place of business will see little or no effect. However, if

some of their sales are completed through deliveries, they will need to pay the rate in effect where

the purchaser has them deliver the merchandise. For services subject to destination sourcing, the

rate is determined by the location where the product of the service is delivered. That often will be

the same location as where the service is performed, but not always. (N.M. Taxation and Rev. Dept.

press release, 06/28/2021.)

https://www.tax.newmexico.gov/wp-content/uploads/2021/06/New-GRT-rules.pdf
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KNAV was founded in 1999 and is a full-service firm providing Accounting, Taxation and Advisory. The firm is
headquartered in Atlanta and has a remote delivery center in Mumbai, India. In addition, the firm has offices in
Canada, United Kingdom, Netherlands, India & Singapore through its network of member firms in these locations.

All member firms of KNAV in India, North America, Singapore are a part of the US$ 4.11 billion, US headquartered
Allinial Global; which is an accounting firm association, that provides a broad array of resources and support for
its member firms, across the globe. The International Accounting Bulletin has released the result of its 2020 world
survey and has ranked Allinial Global as the world’s second largest accounting association.

For any queries, please get in touch with us at tax@knavcpa.com or visit us at www.knavcpa.com

USA office: One Lakeside Commons, Suite 850, 990 Hammond Drive NE, Atlanta, GA 30328

Other offices: Canada  | India  |  Netherlands  |  Singapore  |  UK | 
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