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State Update

Alabama

The Alabama Department of Revenue has issued a notice reminding taxpayers that the Alabama
Electing Pass-Through Entity Tax Act (Acts 2021-1 and 2021-423) allows Alabama S corporations
and Subchapter K entities (pass-through entities or PTEs) to elect to pay Alabama income tax at
the entity level. PTEs must make this election by submitting Form PTE-E through My Alabama
Taxes (MAT), the Department's internet portal. The Department expects Form PTE-E to "go live"
on MAT sometime in January of 2022. All PTEs that choose this election must be registered to use
MAT and must submit Form PTE-E through MAT prior to the 15th day of the third month
following the close of the tax year for which the entity is making the election. New entities
without a department account will need to complete a new taxpayer/account registration
application on MAT. Taxpayers with questions regarding the election process are advised to
contact the Pass-Through Entity Tax Section of the Department at (334) 242-1170, Option 6.
https://revenue.alabama.gov/2021/10/notice-alabama-electing-pass-through-entity-tax-act-
guidance/

Iowa

The Iowa Department of Revenue has released updated guidance on Iowa's additional first-year
depreciation under IRC § 168(k) (bonus depreciation) for property placed in service on or after
January 1, 2021. Iowa taxpayers who claim the bonus depreciation in tax year 2021 or later will
not need to make depreciation adjustments on their Iowa returns for those assets. Iowa-specific
depreciation adjustments may still be required for property placed in service in prior years when
Iowa did not conform with bonus depreciation or certain other federal expensing and
depreciation provisions. The law change applies to both individual and corporate income taxes
and to franchise taxes, including pass-through entities.
https://tax.iowa.gov/idr-releases-new-tax-guidance-iowa-corporate-income-tax-changes

Massachuses

The Massachusetts Legislature, on September 30, 2021, overrode the governor's veto of H4009
and enacted an elective pass-through entity (PTE) tax. Under the new legislation, if a PTE elects to
pay the new entity-level tax, the aggregated income would be subject to a 5% tax at the entity
level. Each partner or member would then be allowed a credit on their Massachusetts individual
tax return equal to 90% of the tax paid by the entity on their share of the entity’s income.
Effectively, the PTE tax enables Massachusetts taxpayers who are PTE owners to deduct, for
federal income tax purposes, state and local taxes exceeding the annual $10,000 deduction
limitation ($5,000 for married individuals filing separately) imposed by IRC § 164(b)(6) under the
Tax Cut and Jobs Act. L. 2021, H4009, effective for tax years beginning 01/01/2021
https://www.mass.gov/info-details/dor-news-october-2021
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SALES AND USE TAX

State Update

California

L. 2021, A1402, effective 01/01/2022, revises the Marketplace Facilitator Act (MFA) to require
marketplace facilitators to register, collect, and remit specified fees under the Fee Collection
Procedures Law (FCPL) that are imposed on the retail sale of tangible personal property in
California. Existing law treats any marketplace facilitator that is registered or required to register
with the California Department of Tax and Fee Administration (CDTFA) under the Sales and Use Tax
Law and who facilitates a retail sale of tangible personal property by a marketplace seller, as
defined, as the retailer selling or making the sale of the tangible personal property sold through its
marketplace for purposes of paying any sales taxes and collecting any use taxes
https://leginfo.legislature.ca.gov/faces/billTextClient.xhtml?bill_id=202120220AB1402

Iowa

The Iowa Department of Revenue has issued guidance on the taxability of web hosting. "Web
hosting" is not defined by the Iowa Code or existing rule, but it is generally understood as an online
service that allows users to publish their website files onto the internet to make the website
available for public access. The Director of Revenue has previously determined that web-based
storage is taxable as "storage of tangible or electronic files, documents, or other records," a taxable
service in Iowa Code § 423.2(6)(bq) (see Amazon Web Services, Inc. , Iowa Dept. of Rev., Dkt. No.
2018-300-2-0508, 12/18/2018). However, web hosting in its traditional sense is focused on the
publication of the data and not its mere storage. Web hosting is also not an otherwise enumerated
service when provided in a traditional, stand-alone manner. Some additional cloud-based services
may include web hosting, but those services are generally considered "infrastructure as a service
(IaaS)." Iowa law only imposes tax on "software as a service" (SaaS). Thus, web hosting is not a
taxable service in Iowa.
https://tax.iowa.gov/idr-releases-new-tax-guidance-web-hosting-taxability
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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
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