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Potential Denial of Treaty Benefit for Japanese Investors in US Limited Partnerships  

On July 17, 2015, Japan’s Supreme Court held that a Delaware Limited Partnership (Delaware LP) is treated as a 

corporation for Japanese tax purposes. Under the U.S./Japan Income Tax Treaty (the Treaty), Article 4 paragraph 

6(e) denies treaty benefits when income is derived from the U.S. through a U.S. entity that, under the tax laws of 

Japan, is treated as income of the entity.  As the Supreme Court held that Japan would view a Delaware LP as a 

corporation, treaty benefits for U.S.-sourced payments made through a Delaware LP (or other similar entity) to 

Japanese residents may be denied since, under the laws of Japan, such income may be treated as income that is 

derived by a U.S. entity (i.e., the Delaware LP) and treated as income of that entity. Consequently, withholding tax 

agents should carefully consider whether they are now required to withhold U.S. tax at the full 30% domestic tax 

rate on payments to such Japanese residents. 

In the case at hand, the plaintiffs were individual residents of Japan who contributed funds to a real-estate leasing 

project in the United States through a Delaware LP. The individual investors treated the Delaware LP as a pass-

through entity for Japanese tax purposes and, as limited partners, claimed an offset of their losses arising from the 

project against their other income on their Japanese tax returns. The Japanese Supreme Court reasoned that, where 

the governing law does not clearly grant the entity a status corresponding to a Japanese corporation, but the entity 
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has corporate characteristics under the governing law, any profit or loss of such entity should be treated as that of 

the entity itself for Japanese tax purposes. Relying on the fact that a Delaware LP has its own rights and obligations 

under the governing law, the Japanese Supreme Court concluded that the Delaware LP should be treated as a 

corporation for Japanese tax purposes. Please note that it is not clear whether all U.S. limited partnerships would 

be characterized in a similar manner.  

As a result of the Japanese Supreme Court’s decision, the tax implications for many Japanese investors in U.S. 

funds and their U.S. withholding tax agents have likely been impacted and should be reconsidered. For example, 

whereas a Japanese pension fund investing in US corporate stock or in shares of a REIT through a Delaware LP 

previously enjoyed a 0% dividend withholding tax rate under the Treaty, the withholding tax rate may now be 30% 

as a result of the Japanese Supreme Court ruling. Conversely, a withholding tax agent that wrongfully fails to 

withhold the full amount of U.S. tax on payments to Japanese investors may be liable for any withholding tax 

underpayment, interest and penalties. 

 

State Income Tax Effect of Proposed Federal Intercompany Debt Regulations  

On April 4, 2016, the Internal Revenue Service (IRS) issued proposed Treasury regulations under Section 385 of 

the Internal Revenue Code1 (Proposed Regulations) that would, if adopted in their current form, have a wide-ranging 

impact on intercompany debt, including requiring certain debt instruments issued between related parties to be 

recharacterized as equity, and establishing minimum documentation requirements that must be satisfied for 

intercompany debt instruments to be respected.  While the Proposed Regulations are not intended to affect debt 

between members of a consolidated federal return for federal tax purposes, they may have implications for state 

income tax purposes, especially in states that do not fully conform to the federal consolidated return regulations. 

 

Debt instruments could be recharacterized as equity  

The Proposed Regulations generally apply to “expanded group instruments” (EGIs) between members of an  

“Expanded Group,” which is an affiliated group as defined in Section 1504 of the Internal Revenue Code (Code), 

plus many other entities affiliated through direct or indirect ownership, including foreign corporations, tax exempt 

corporations, insurance companies, RICs, REITs, and S corporations otherwise excludable from a federal 

consolidated group.2 

 

 

 

 

                                                           
1 Prop. Treas. Reg. §§ 1.385-1, et seq., REG-108060-15 (Apr. 4, 2016).   
2 Prop. Treas. Reg. § 1.385-1(b)(3); IRC § 1504.  Other provisions apply to instruments between members a “modified expanded group,” as 

explained further below. 
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Proposed Regulations impose new documentation requirements    

Under the Proposed Regulations, an EGI will be recharacterized as stock unless a taxpayer satisfies certain 

minimum documentation and information requirements contemporaneously with the issuance of the debt, unless 

the taxpayer can establish that the failure is due to reasonable cause.3  The documentation requirements apply to 

expanded groups (1) which are publicly traded; (2) whose total assets exceed $100 million; or (3) whose total annual 

revenue per financial statements exceeds $50 million, as of the date the instrument first becomes an EGI.4  Meeting 

the new documentation criteria does not definitively establish that an EGI is properly treated as debt for tax 

purposes, but only serves as a minimum threshold that the EGI may qualify as debt.  The analysis of whether an 

EGI is properly treated as debt or equity (apart from those discussed above which are classified as equity by default) 

will continue to be done by weighing the relevant factors outlined in federal common law.5    

 

Proposed Regulations could apply domestically in separate filing states and combined filing states that do not 

follow the federal consolidated return rules   

Because most states that impose a corporate income tax generally use federal taxable income as the starting point 

for calculating state taxable income, the recharacterization of debt as equity for federal income tax purposes would 

typically result in the disallowance of the deduction of interest for state income tax purposes as well.  Although 

likely not intended by the IRS, as explained below, the Proposed Regulations also could have an effect for state 

income tax purposes even where they are not applicable for federal income tax purposes.   

The Proposed Regulations treat all members of a federal consolidated group as one corporation, and thus their 

provisions do not apply to transactions between members of a group filing a consolidated federal income tax return.6  

However, many states have specific provisions requiring taxable income to be calculated for state income tax 

purposes as if a separate federal return had been filed, without regard for the federal consolidated return rules.  In 

such states, the Proposed Regulations may likely apply for state-only purposes to affiliated indebtedness between 

members of a group filing a federal consolidated return.  In addition to separate company filing states, the Proposed 

Regulations could also potentially apply in combined filing states where there are differences between the federal 

consolidated group and the combined filing group, such as where state rules exclude certain types of entities (e.g., 

non-unitary entities, 80/20 companies, captive insurance companies, etc.). 

The provisions in the Proposed Regulations which involve the discretionary authority of the Commissioner (such 

as the partial recharacterization of an EGI as equity) would arguably be considered the authority of only the IRS 

and not as an express authority to be asserted by a state taxing authority; however, many state taxing authorities 

already have wide discretion to redetermine income. 

                                                           
3 Prop. Treas. Reg. § 1.385-2(b), (c). 
4 Prop. Treas. Reg. § 1.385-2(a)(2). 
5 Prop. Treas. Reg. § 1.385-2(a).   
6 Prop. Treas. Reg. § 1.385-1(e). 
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Proposed Regulations could override certain existing state intercompany interest provisions  

States currently have a number of methods available under state law to adjust or disallow the payment of interest 

between related parties.  Since the early 2000s, many separate company filing states have enacted statutes that 

require taxpayers to add back the deduction for interest paid to an affiliated entity (addback statutes).  However, 

most addback statutes contain various safe harbors.  Many states also provide other exceptions, such as a conduit 

exception when the interest is ultimately paid to a third party.  The Proposed Regulations have no such safe harbors 

or exceptions and could potentially disallow the state-level deduction when applied to recharacterize an EGI as 

stock.   

The Proposed Regulations, if enacted in their present form, would likely require taxpayers to make affirmative 

adjustments to their separate company pro-forma federal returns due to mandatory recharacterization under the 

General Rule, Funding Rule, or minimum documentation standards in certain states.  Accordingly, what previously 

may have been an exposure analysis consideration may now become a required state adjustment on an originally-

filed state return under the Proposed Regulations, absent state authority to the contrary.   

 

Effective dates  

Proposed Regulation provision Application 

Mandatory Recharacterization rules Debt instruments issued on or after April 4, 2016.  Any 

instrument that would be recharacterized as equity that 

is issued after April 4, 2016, but before the issuance of 

final regulations, would be treated as debt until 90 days 

after final regulations are issued.7 

Minimum documentation requirements Debt instruments issued on or after the issuance of final 

regulations. 

 

While debt issued prior to these effective dates generally would not fall under the Proposed Regulations, a number 

of transactions (e.g., a material modification by refinancing or other changes; a transfer of the debt; or change in 

entity classification) could trigger the deemed issuance of a new note that would be subject to these rules.    

Because many states adopt the Code and Treasury Regulations as of a particular date, the Proposed Regulations 

would only potentially be applicable in states which adopt the Code and its interpretation under the Treasury 

                                                           
7 In addition, indebtedness issued before April 4, 2016, would be subject to the mandatory recharacterization rules of debt under the 

General Rule and the Funding Rule as a result of an entity classification election made under Treas. Reg. § 301.7701-3 that is filed on or 

after April 4, 2016. Prop. Treas. Reg. § 1.385-3(h)(1). 
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Regulations contemporaneously or in a manner that includes the effective dates of the Proposed Regulations upon 

final adoption.   

URL: http://www2.deloitte.com/us/en/pages/tax/articles/state-income-tax-effect-of-proposed-federal-

intercompany-debt-regulations.html 

 

IRS Extends Transitional Relief Period to File Form 8850 To Claim WOTC Through September 28, 2016 

On June 17, 2016, the Internal Revenue Service (IRS) issued Notice 2016-40, providing guidance to employers 

claiming the Work Opportunity Tax Credit (WOTC) under Internal Revenue Code (IRC) §§51 and 3111(e).8  For 

certain employers seeking to qualify for the WOTC, Notice 2016-40 provides additional time beyond the original 

transitional relief period noted in Notice 2016-22 (issued by the IRS on March 7, 2016) which had the effect of 

temporarily waiving the 28-day deadline specified in IRC §51(d)(13)(A) to submit Form 8850 (Pre-screening 

Notice and Certification Request for the Work Opportunity Credit) to Designated Local Agencies (DLA).    

 

Protecting Americans from Tax Hikes of 2015  

The Protecting Americans from Tax Hikes Act of 2015 (PATH),9 retroactively extended the WOTC expiration 

date from December 31, 2014 to December 31, 2019, as applied to business that hire employees who fall within 

certain targeted groups.10 

 

Notice 2016-22 Transitional Relief – additional time to submit Form 8850  

In Notice 2016-22, issued March 7, 2016, the IRS acknowledged that the PATH’s retroactive extension of the 

WOTC may cause employers to “need additional time to comply with the requirements of IRC §51(d)(13)(A)[,]” 

namely, the filing of Form 8850 with a DLA.11  To address this concern, Notice 2016-22 provided transitional 

relief applicable to the timing for filing Form 8850 (generally through June 29, 2016) for employers that hire a 

member of certain targeted groups. 

 

Notice 2016-40 Transitional Relief – extends period to submit form 8850 by three months  

Notice 2016-40 extends the transition relief period in the following manner:  For employers hiring members of a 

targeted group described in IRC §51(d)(1)(A) through (d)(1)(I) of the Code on or after January 1, 2015, and on or 

before August 31, 2016, employers will now be considered to have satisfied the requirements of §51(d)(13)(A)(ii) 

if they submit the completed Form 8850 to the applicable DLA to request certification not later than September 

                                                           
8 The WOTC is a federal income tax credit of up to $9.600 for each qualified newly hired employee, depending upon qualified category. 

See, IRC §51(a), (b). 
9 H.R. 2029 114th Cong. (2015-2016). 
10 The members of the target groups that qualify under WOTC are defined in IRC §51(d).   
11 Notice 2016-22. 
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28, 2016.12 Notice 2016-40 also extends the transition relief period for employers that hire a member of the new 

targeted group, qualified long-term unemployment recipients,13 on or after January 1, 2016 and on or before 

August 31, 2016.  As specified in the Notice, similar to the previously existing WOTC target groups noted above, 

employers will be considered to have satisfied the requirements of §51(d)(13)(A)(ii) if they submit the completed 

Form 8850 to the applicable DLA to request certification not later than September 28, 2016.   

Notice 2016-40 only modifies the transition relief provided in section IV.B of Notice 2016-22, and does so by 

extending the period of the transition relief as indicated in Section III of Notice 2016-40.  In all other respects, 

Notice 2016-40 does not modify or add to the guidance originally provided in Notice 2016-22. 

URL: http://www2.deloitte.com/content/dam/Deloitte/us/Documents/Tax/us-tax-mts-alert-irs-notice.pdf 

 

 

Various State Tax Developments 

State of Florida: Florida Legislative Update 

Florida Governor Rick Scott recently signed into law House Bill 7099 (H.B. 7099),14 which makes various changes 

to Florida’s tax laws.  Notable provisions of the new law include: 

 Updating Florida’s federal tax conformity date to the Internal Revenue Code (IRC) as in effect on January 

1, 2016 

 Decoupling from federal bonus depreciation for property placed in service after December 31, 2014 and 

before January 1, 2021 

 Changing the due dates for corporate income tax returns, partnership information returns and estimated 

payments 

 Making permanent the sales and use tax exemption for industrial machinery and equipment purchased by 

an eligible manufacturing business for use in manufacturing 

 Establishing a three-day back-to-school sales tax holiday beginning August 5, 2016 

 

Bonus depreciation  

Prior to the enactment of H.B. 7099, a bonus addition modification was required for Florida tax purposes for 

property placed in service after December 31, 2007 and before January 1, 2015.  H.B. 7099 updates Florida bonus 

depreciation decoupling provisions, requiring an addition modification for the calculation of Florida taxable income 

                                                           
12 Notice 2016-40. 
13 The term qualified long-term unemployment recipient is defined as “any individual who is certified by the designated local agency as 

being in a period of unemployment which—(A) is not less than 27 consecutive weeks, and (B) includes a period in which the individual 

was receiving unemployment compensation under State or Federal law.”  PATH Sec 142(b), amending IRC §51(d). 
14 H.B. 7099, 2016 Leg. Reg. Sess. (Fla. 2016), Chap. 2016-220, Laws of Florida (signed by Governor Scott on April 13, 2016) 

http://www2.deloitte.com/us/en/pages/tax/articles/multistate-tax-alert-multistate-impact-of-federal-path-act-business-extenders-provisions.html
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equal to 100 percent of any federal bonus depreciation deductions taken under IRC §§ 167 and 168(k) for property 

placed in service after December 31, 2014 and before January 1, 2021.15    

H.B. 7099 made no changes to the subtraction modifications relating to bonus deprecation.16  A subtraction equal 

to one-seventh of the addition modification for bonus deprecation is provided for the taxable year in which the 

addition modification is required, and for each of the six subsequent taxable years.  As was the case with the prior 

Florida bonus deprecation provisions, the subtraction modifications are to be made regardless of whether the 

property remains in the taxpayer’s possession. 

Prior to H.B. 7099, an addition modification was required for Florida tax purposes for IRC § 179 expense in excess 

of $128,000 for property placed in service during taxable years ending after December 31, 2007 and before January 

1, 2015.  However, H.B. 7099 does not include a decoupling provision for IRC § 179 expenses for property placed 

in service during taxable years ending after December 31, 2014.    

 

Corporate income tax return and partnership information return filing due dates for taxable years beginning on 

or after January 1, 2016 are changed 

H.B. 7099 changes the due dates for Florida corporate income tax returns and partnership information returns for 

taxable years beginning on or after January 1, 201617 and are a response to the federal tax return due date changes 

enacted by the Surface Transportation and Veterans Health Care Choice Improvement Act of 2015 (Pub. L. No. 

114-41).  Prior to H.B. 7099, Fla. Stat. § 220.222(1) provided that partnership information returns were due on the 

first day of the fifth month following the close of the taxable year and that corporate income tax returns were due 

on the first day of the fourth month following the close of the taxable year or the fifteenth day following the due 

date of the related federal return without extensions.    

For taxable years beginning on or after January 1, 2016, H.B. 7099 amends Fla. Stat. § 220.222(1) to provide that 

partnership information returns are due on the first day of the fourth month following the close of the taxable year 

and corporate income tax returns are due on the first day of the fifth month following the close of the taxable year 

or the fifteenth day following the due date of the related federal return without extensions.18  The following chart 

illustrates changes to the Florida original and extended due dates: 

 

 

 

 

 

                                                           
15 H.B. 7099, Sec. 14, amending Fla. Stat. § 220.13(1)(e)1.    
16 As previously provided in Fla. Stat. § 220.13(1)(e)1. 
17 H.B. 7099, Sec. 16, amending Fla. Stat. § 220.222. 
18 H.B. 7099 Sec. 16, amending Fla. Stat. § 220.222(1)(a)-(b). 
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Return Type Prior Law New Law 

 Taxable years beginning before 

January 1, 2016 (extension due 

date in parentheses) 

Taxable years beginning on or 

after January 1, 2016, and before 

December 31, 2025 (extension due 

date in parentheses) 

Partnership (calendar year) May 1 (November 1) April 1 (September 1) 

Partnership  

(fiscal year ending other than 

June 30 or December 31)19 

1st day of the 5th month following 

the close of taxable year (6 months) 

1st day of the 4th month following 

the close of taxable year (6 months) 

C-corporation (calendar year) April 1 (October 1) May 1 (October 1) 

C-corporation  

(fiscal year ending other than 

June 30 or December 31) 

1st day of the 4th month following 

the close of taxable year or the 15th 

day following the due date of the 

related federal return without 

extensions  

(6 months)   

1st day of the 5th month20 following 

the close of taxable year or the 15th 

day following the due date of the 

related federal return without 

extensions  

(6 months) 

 

H.B. 7099 changes the date many taxpayers are required to file a declaration of estimated tax.  Applicable for 

taxable years beginning on or after January 1, 2017, the first date taxpayers may be required to file a declaration of 

estimated tax is changed to the first day of the sixth month of each taxable year, except for taxpayers with a June 

30 year end, which may be required to file the declaration on the first day of the fifth month of the taxable year.21 

URL: http://www2.deloitte.com/content/dam/Deloitte/us/Documents/Tax/us-tax-mts-alert-florida-legislative-

update.pdf 

 

                                                           
19 H.B. 7099 Sec. 16, amending Fla. Stat. § 220.222(2)(d); providing that a taxpayer with a June 30 taxable year end is entitled to a seven-

month extension. 
20 Id. H.B. 7099 Sec. 16, amending Fla. Stat. § 220.222(1)(b); providing that a taxpayer with a June 30 taxable year end is required to file a 

return on the first day of the fourth month following the close of tax year or the fifteenth day following the due date of the related federal 

return without extensions.  A June 30 taxable year-end taxpayer is entitled to a seven-month extension. 
21 H.B. 7099 Sec. 17, amending Fla. Stat. § 220.241(1)-(2). 
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State of New York: 2016-2017 Budget Act Amends State Tax Law 

On April 13, 2016, Governor Andrew Cuomo of New York signed into law the 2016-2017 Budget Act  

(S6409C/A9009C) (Budget Act).22  This legislation includes amendments to the New York tax reform legislation 

contained in the 2014-2015 New York State Budget and the New York City tax reform legislation contained in the 

2015-2016 New York State Budget; certain state credits and incentives; and state sales tax provisions. The 

legislation also conforms New York State and New York City filing due dates for certain tax returns to the recent 

changes made to federal income tax return due dates.   

 

Income and franchise taxes  

The more significant changes enacted in the Budget Act include the following: 

 In determining the inclusion of receipts and net gains for apportionment purposes from specified types of 

“qualified financial instruments” (QFIs) described in New York Tax Law Sec. 210-A.5(a)23 that are marked 

to market under IRC Secs. 475 or 1256 (and generally any non-marked instrument of the same type as such 

instruments), taxpayers may annually elect to use a fixed percentage method (QFI election). If a QFI 

election is made, generally 8 percent of all income from QFIs is treated as business income. 

 For federal income tax purposes, the required due dates have changed for filing calendar year corporate and 

partnership returns for tax years beginning after December 31, 2015.24  For calendar-year taxpayers, federal 

corporate returns generally will be due April 15; federal partnership returns generally will be due March 

15.  The federal S corporation return due date of March 15 for a calendar-year taxpayer has not changed. 

- The Budget Act conforms certain New York State and New York City tax return due dates to the 

recently amended federal income tax return due dates.  Note that the first installment payment due 

date for corporations will not change and will remain as March 15, although the first installment 

will be based on the second preceding year’s tax due—except for certain S corporations, whose 

first installment would be based on the preceding year’s tax due,25 as described below. 

 For New York State purposes, calendar-year federal S corporations that have not elected 

to be treated as “New York S corporations”—and therefore are treated as C corporations—

now must file a return by April 15, a month later than the federal calendar-year S 

corporation return due date of March 15. Calendar-year federal S corporations that have 

                                                           
22 Chapter 60, Laws of 2016.   
23 Specifically, loans; federal, state, and municipal debt; asset backed securities and other government agency debt; corporate bonds; 

dividends and net gains from sales of stock or partnership interests; other financial instruments; and physical commodities.  N.Y. Tax Law 

Sec. 210-A.5(a). 
24 On July 31, 2015, President Obama signed H.R. 3236, the Surface Transportation and Veterans Health Care Choice Improvement Act of 

2015 which contains, among other things, important changes to the due dates for income tax returns of C corporations, partnerships, 

estates, and trusts.  This enacted federal legislation also makes changes to the extension periods allowed for such filings.  Generally, the 

effective date of the changes will affect tax filings for taxable periods beginning after December 31, 2015. 
25 N.Y. Tax Law Sec. 213-b(a), as amended by Section 10, Part Q, Chapter 60, Laws of 2016. 
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elected to be treated as “New York S corporations” continue to have a filing deadline of 

March 15. 26  Although the new statutory provision pertaining to the mandatory first 

installment merely refers to “S corporations,” the legislative intent may be for the provision 

to solely address “New York S corporations.”27  Based on this interpretation, calendar-year 

federal S corporations that have elected to be treated as “New York S corporations” would 

have a mandatory first installment due on March 15 based on the preceding year’s tax due.  

Similarly, calendar-year federal S corporations not electing to be treated as “New York S 

corporations” would have a mandatory first installment due on March 15 based on the 

second preceding year’s tax due. 

 The due date to file New York City returns for federal S corporations, which are taxed as 

corporations under the pre-2015 New York City tax reform provisions, has not changed 

and will remain March 15 for calendar-year taxpayers,28 with a first installment based on 

the preceding year’s tax.29 

 The corporate tax reform changes within the 2014-2015 and 2015-2016 New York State Budgets provided 

various subtraction modifications—essentially an additional interest or bad debt deduction—for certain 

New York State and New York City taxpayers, including certain thrift institutions and qualified community 

banks and taxpayers that own qualified affordable housing and low income community loans (applicable 

to New York City only) to encourage small business and residential loans.  In each case, the computation 

of the deduction takes into account the taxpayer’s amount of total assets. 

 The Budget Act also: 

- Changes the due date of the Partnership, Limited Liability Company and Limited Liability 

Partnership Filing Fee Payment Form (Form IT-204 LL) to the fifteenth day of the third month 

following the close of the tax year (March 15 for calendar year taxpayers) for tax years beginning 

on or after January 1, 2016; 

- Changes the filing/payment date of the New York City Unincorporated Business Tax from the 

fifteenth day of the fourth month following the close of the tax year (April 15 for calendar year 

taxpayers) to the fifteenth day of the third month following the close of the tax year (March 15 for 

calendar year taxpayers) for tax years beginning on or after January 1, 2016; 

- Extends New York’s current e-filing requirements until December 31, 2019; and 

                                                           
26 N.Y. Tax Law Sec. 658(c)(2). 
27 This is despite seemingly inconsistent language in amended N.Y. Tax Law Sec. 213-b(a) providing (i) for an alternative first installment 

amount where a taxpayer’s preceding year’s tax exceeds $100,000, when a New York S corporation has a maximum fixed dollar tax of 

$4,500 (N.Y. Tax Law Secs. 210.1 and 210.1(d)(1)(A)); and (ii) special first installment rules for S corporations subject to the MTA 

surcharge which by statute does not apply to New York S corporations (N.Y. Tax Law Sec. 209-B.1(a)). 
28 N.Y. City Admin. Code Sec. 11-605.1.   
29 N.Y. City Admin. Code Sec. 11-608.1.    
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- Extends New York’s disclosure and other requirements related to “listed transactions” and 

“reportable transactions” until a repeal date of July 1, 2019.  This provision applies retroactively as 

of July 1, 2015 (when the law was previously repealed by statute). 

 

Credits and incentives  

The more significant changes to the New York State tax law related to tax credits and incentives include the 

following—which, unless indicated otherwise, are effective immediately: 

 Amends New York’s “Excelsior Jobs Program”30  by reducing caps on total credits allocated for this 

program by New York for tax years 2016-2024, and permitting the issuance of tax credits unallocated as of 

2024, when such program is scheduled to expire, for taxable years beginning in 2025 and 2026—

notwithstanding certain limitations.  No such tax credit may be allowed for taxable years beginning on or 

after January 1, 2027. 

 Increases the funding available for New York’s “Urban Youth Jobs Tax Credit Program” for 2016 and 2017 

from the previous $20 million per year to $50 million per year.  The amendments also make a portion of 

the available funding for 2016 and 2017 available for jobs created statewide. 

 Amends the “Qualified New York Manufacturer Real Property Tax Credit” to indicate that taxpayers 

principally engaged in the production of goods by farming, agriculture, horticulture, floriculture, viticulture, 

or commercial fishing may qualify for this tax credit as a lessee of real property, even if the lease is with a 

related party. Previously, all qualifying leases must have been entered into with an unrelated party.    

 Extends New York’s “Hire-A-Vet Credit” to include taxable years beginning before January 1, 2019. 

 Extends New York’s “Commercial Production Credit” to include taxable years beginning before January 

1, 2019. 

 Extends New York’s “Credit for Companies Who Provide Transportation to Individuals with Disabilities” 

to include taxable years beginning before January 1, 2023. 

 Creates a new tax credit for retention of farm employees available to Article 9-A and Article 22 taxpayers.  

The credit is applicable to taxable years beginning on or after January 1, 2017, and is initially equal to $250 

per eligible retained farm employee.  This credit amount per retained job will increase to $600 per eligible 

retained farm employee in tax years beginning on or after January 1, 2021, and before January 1, 2022. 

URL: http://www2.deloitte.com/content/dam/Deloitte/us/Documents/Tax/us-tax-mts-alert-new-york-2016-2017-

budget-act-amends-state-tax-law.pdf 

 

 

                                                           
30 Excelsior Jobs Program Tax credits are available for strategic businesses such as hi-tech, bio-tech, clean-tech, and manufacturing that 

create jobs or make significant capital investments.    

http://www2.deloitte.com/us/en/pages/tax/articles/multistate-tax-alert-us-tax-new-louisiana-corporate-income-and-franchise-laws-address-budget-issues.html
http://www2.deloitte.com/us/en/pages/tax/articles/multistate-tax-alert-us-tax-new-louisiana-corporate-income-and-franchise-laws-address-budget-issues.html
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State of Texas: Net Loss Not Included in Apportionment Factor Denominator 

On April 15, 2016, in Hallmark Marketing Company, LLC, v. Hegar, the Texas Supreme Court reversed a Texas 

Court of Appeals’ decision and held that the Texas Tax Code does not require taxpayers to include a net loss from 

the sale of investments and capital assets in its apportionment factor denominator for Texas franchise tax 

purposes. The case involved the application of Texas Tax Code § 171.105(b), which for purposes of determining 

the denominator of the franchise tax apportionment factor states: “If a taxable entity sells an investment or capital 

asset, the taxable entity’s gross receipts from its entire business for taxable margin include only the net gain from 

the sale” (emphasis added). The taxpayer argued the proper interpretation of this statute was that gains only are 

included and, thus, losses are disregarded. 

URL: http://www2.deloitte.com/content/dam/Deloitte/us/Documents/Tax/us-tax-mts-hallmark-marketing-

decision-tx-supreme-court.pdf 

 

State of Maryland: New Law Revises Corporate Income Return Due Dates to Accommodate Federal Law 

Changes 

H.B. 484, signed by gov. 5/19/16. Effective July 1, 2016, and applicable to all taxable years beginning after 

December 31, 2015, new law revises the due date for filing Maryland corporate income returns to accommodate 

the new federal due dates for corporate tax returns. The new due date in Maryland for corporate income tax 

returns is now April 15th for calendar year taxpayers (previously, March 15th), and the 15th day of the fourth 

month (previously, the “third” month) after the end of the fiscal year for fiscal year taxpayers. 

URL: http://www2.deloitte.com/content/dam/Deloitte/us/Documents/Tax/us-tax-statetaxmatters-160527.pdf 

 

State of Louisiana: Governor Signs Various Tax Bills from Second Special Session, Including Single Sales 

Factor Apportionment and Market-Based Sourcing Provisions 

Governor John Bel Edwards recently signed into law a number of tax bills that include the following changes to 

Louisiana income tax law: 

 Single sales factor apportionment regime for most industries; 

 Double weighted sales factor apportionment for certain oil and gas taxpayers; 

 Market-based sourcing for services and certain other revenues; and 

 Sales factor apportionment “throw-out” rule 

URL: http://www2.deloitte.com/content/dam/Deloitte/us/Documents/Tax/us-tax-statetaxmatters-160701.pdf 

 

 

 

http://www2.deloitte.com/content/dam/Deloitte/us/Documents/Tax/us-tax-statetaxmatters-160701.pdf
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State of Connecticut: New Law Adopts Market Sourcing for Income from Services and Sales Other than Sales 

of TPP 

S.B. 502, signed by gov. 6/2/16. Effective immediately and applicable to income years commencing on or after 

January 1, 2016 for C corporations, new law generally adopts a set of market-based sourcing rules for sourcing 

income from certain services and sales other than sales of tangible personal property for state corporation business 

tax apportionment purposes. These same new sourcing provisions generally will apply to pass-through entities 

effective January 1, 2017, applicable to income years commencing on or after January 1, 2017. The new law also 

provides that if a taxpayer concludes that it cannot reasonably determine the assignment of its receipts in 

accordance with these adopted market sourcing rules, the taxpayer may petition for use of a methodology that 

reasonably approximates the assignment of such receipts. 

URL: http://www2.deloitte.com/content/dam/Deloitte/us/Documents/Tax/us-tax-statetaxmatters-160610.pdf 
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Talk to us
Please visit www.deloitte.com/us/jsg for additional information about Deloitte’s Japanese Services Group. 

If you have questions or comments regarding the content of this newsletter, please contact one of the following leaders: 

George  Warnock  

JSG Americas Leader  

Tel: 1 (212) 436-733 

Email: gwarnock@deloitte.com

Tsuneichiro Shimotsuya 
JSG East Region Leader 

Tel: 1 (212) 653-6563 

Email: tsushimotsuya@deloitte.com

Akira Yamamoto 
JSG Central Region Leader 

Tel: 1 (313) 396-3373 

Email: ayamamoto@deloitte.com

Naofumi Yamazumi 
JSG West Region Leader 

Tel: 1 (415) 783- 6328  

Email: nyamazumi@deloitte.com 

Steven Imp 
Tax Leader –  

US Japanese Services Group 

Tel: 1 (212) 436-2892 
Email: simp@deloitte.com

Toshiro Ikeda 
Deputy Tax Leader –  

US Japanese Services Group 

Tel: 1 (212) 436-4956 
Email: toshikeda@deloitte.com

Troy Biddix  
Deputy Tax Leader –  

US Japanese Services Group 

Tel: 1 (313) 396-3201 
Email: tbiddix@deloitte.com

Tetsuya Ishida 
Deputy Tax Leader –  

US Japanese Services Group 

Tel: 1 (213) 553-1337 
Email: tishida@deloitte.com 

Additional Local Contacts for this Edition 

Susan Eisenhauer 

Tax Director | East Region 

Tel: 1 (973) 602-4343 

Email: seisenhauer@deloitte.com 

Emiko Hashimoto 

Tax Director | East Region 

Tel: 1 (212) 436-6854 

Email: emhashimoto@deloitte.com 

Kazuki Konno 

Tax Senior Manager | East Region 

Tel: 1 (404) 631-2329 

Email: kkonno@deloitte.com 

Tomoko Miyahara 

Tax Senior Manager | East Region 

Tel: 1 (212) 436-6883 

Email: tmiyahara@deloitte.com 

Yusuke Nakatake 

Tax Senior Manager | East Region 

Tel: 1 (212) 653-6063 

Email: ynakatake@deloitte.com 

Kayoko Ohashi 

Tax Director | East Region 

Tel: 1 (212) 436-3344 

Email: kaohashi@deloitte.com 

Joseph Paradiso 

Tax Director | East Region 

Tel: 1 (212) 436-3175 

Email: jparadiso@deloitte.com 

Jim Ryan 

Tax Director | East Region 

Tel: 1 (860) 725-3608 

Email: jiryan@deloitte.com 

Mike Schmidt 

Tax Principal | East Region 

Tel: 1 (404) 220-1505 

Email: mikeschmidt@deloitte.com 

Akiko Tateishi 

Tax Manger | East Region 

Tel: 1 (212) 436-4315 

Email: aktateishi@deloitte.com 

Yuka Wakino 

Tax Director | East Region 

Tel: 1 (212) 436-5933 

Email: ywakino@deloitte.com 

Akiko Yamamoto 

Tax Manager | East Region 

Tel: 1 (404) 942-6570 

Email: akyamamoto@deloitte.com 

Todd Best 

Tax Partner | Central Region 

Tel: 1 (513) 784-7129 

Email: tbest@deloitte.com 

Tanya Crawford 

Tax Director | Central Region 

Tel: 1 (614) 229-4828 

Email: tcrawford@deloitte.com 

Emi Hatano 

Tax Senior Manager | Central Region 

Tel: 1 (317) 656-6958 

Email: ehatano@deloitte.com 

Takashi Kishimoto 

Tax Senior Manager | Central Region 

Tel: 1 (513) 723-4118 

Email: tkishimoto@deloitte.com 

Yasunori Kobayashi 

Tax Senior Manager | Central Region 

Tel: 1 (313) 396-2804 

Email: yakobayashi@deloitte.com 

Terrance Kurtenbach 

Tax Partner | Central Region 

Tel: 1 (414) 347-6160 

Email: tkurtenbach@deloitte.com 

Annie Li 

Tax Director | Central Region 

Tel: 1 (312) 486-1582 

Email: annli@deloitte.com 

John Marcheschi 

Tax Director | Central Region 

Tel: 1 (312) 486-5136 

Email: jmarcheschi@deloitte.com 

Midori Nakamura 

Tax Manager | Central Region 

Tel: 1 (312) 486-5581 

Email: minakamura@deloitte.com 

Hiromi Nakazawa 

Tax Manager | Central Region 

Tel: 1 (312) 486-0659 

Email: hnakazawa@deloitte.com 

Tomonori Okabe 

Tax Manager | Central Region 

Tel: 1 (316) 486-2221 

Email: tokabe@deloitte.com 

Aya Ozeki 

Tax Senior Manager | Central Region 

Tel: 1 (312) 486-3300 

Email: ayaozeki@deloitte.com 

Yoshimasa Umehara 

Tax Manager | Central Region 

Tel: 1 (312) 486-5739 

Email: youmehara@deloitte.com 

Maki Andrews 

Tax Manager | West Region 

Tel: 1 (619) 237-6762 

Email: makiandrews@deloitte.com 

Junko Enomoto 

Tax Manager | West Region 

Tel: 1 (408) 704-2804 

Email: junenomoto@deloitte.com 

Madoka Endo 

Tax Manager | West Region 

Tel: 1 (213) 688-4176 

Email: madendo@deloitte.com 

Kaoru Fu 

Tax Director | West Region 

Tel: 1 (415) 783-4738 

Email: kfu@deloitte.com 

Hiroko Fukui 

Tax Director | West Region 

Tel: 1 (408) 704-2453 

Email: hfukui@deloitte.com 

Mika Hayashi 

Tax Senior Manager | West Region 

Tel: 1 (213) 593-3603 

Email: mhayashi@deloitte.com 

Rumiko Imanaka 

Tax Senior Manager | West Region 

Tel: 1 (408) 704-4431 

Email: rimanaka@deloitte.com 

Reiko Ishii 

Tax Director | West Region 

Tel: 1 (213) 553-1097 

Email: rishii@deloitte.com 

Hirofumi Kashiwai 

Tax Manager | West Region 

Tel: 1 (213) 593-3650 

Email: hkashiwai@deloitte.com 

Joel Littleford 

Tax Partner | West Region 

Tel: 1 (213) 688-5415 

Email: jlittleford@deloitte.com 

Tamie Luna 

Tax Manager | West Region 

Tel: 1 (415) 783-7565 

Email: tluna@deloitte.com 

Hiroko Mitsui-Shimomura 

Tax Senior Manager | West Region 

Tel: 1 (213) 593-3727 

Email: hishimomura@deloitte.com 

Yukiko Modegi 

Tax Manager | West Region 

Tel: 1 (408) 704-2333 

Email: ymodegi@deloitte.com 

Nana Numata 

Tax Senior Manager | West Region 

Tel: 1 (415) 783-6789 

Email: nnumata@deloitte.com 

Mana Ota 

Tax Manager | West Region 

Tel: 1 (415) 783-4287 

Email: mota@deloitte.com 

Kent Pham 

Tax Senior Manager | West Region 

Tel: 1 (213) 593-4228 

Email: kentpham@deloitte.com 

Randee Tan 

Tax Senior Manager | West Region 

Tel: 1 (213) 593-4243 

Email: rantan@deloitte.com 

Tomoko Tanega 

Tax Senior Manager | West Region 

Tel: 1 (808) 543-0729 

Email: ttanega@deloitte.com 

Junko Takahashi 

Tax Manager | West Region 

Tel: 1 (408) 704-4327 

Email: jutakahashi@deloitte.com 

Yuki Takahashi 

Tax Manager | West Region 

Tel: 1 (213) 688-3357 

Email: yutakahashi@deloitte.com 

Michiko Ueda 

Tax Senior Manager | West Region 

Tel: 1 (408) 704-4341 

Email: miueda@deloitte.com 

Yuki Utsunomiya 

Tax Manager | West Region 

Tel: 1 (213) 553-1643 

Email: yutsunomiya@deloitte.com 

Eigen Yanagi 

Tax Partner | West Region 

Tel: 1 (408) 704-4717 

Email: eyanagi@deloitte.com 

http://www.deloitte.com/us/jsg
mailto:gwarnock@deloitte.com
mailto:hirnakamura@deloitte.com
mailto:ayamamoto@deloitte.com
mailto:simp@deloitte.com
mailto:simp@deloitte.com
mailto:toshikeda@deloitte.com
mailto:tishida@deloitte.com
mailto:tishida@deloitte.com
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About Deloitte  

 

Member of Deloitte Touche Tohmatsu Limited 

 

The information contained in The Japanese Services Group Tax Newsletter is for general purposes only and Deloitte is not, by means of this 

newsletter, rendering accounting, business, financial investment, legal, tax, or other professional advice or services.  This material is not a substitute 

for such professional advice or services, nor should it be used as a basis for any decision or action that may affect your business.  Before making any 

decision or taking any action that may affect your business, you should consult a qualified professional advisor.  Deloitte shall not be responsible for 

any loss sustained by any person who relies on this newsletter.   

 

As used in this document, “Deloitte” means Deloitte Tax LLP, a subsidiary of Deloitte LLP.  Please see www.deloitte.com/us/about for a detailed 

description of the legal structure of Deloitte LLP and its subsidiaries.  Certain services may not be available to attest clients under the rules and 

regulations of public accounting. 
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