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Our customized, cost-effective 
approach can help you with:
State and Local Tax Services
Our State and Local Tax Practice focuses on multistate 
income and franchise tax, sales and use tax, and credits 
and incentives, including: 

• City gross receipt taxes
• Employment taxes
• Multistate income and franchise tax
• Multistate sales and use tax
• State credits and incentives
• State gross receipt tax
• Property tax abatements and reductions
• Unclaimed property 

Federal Tax Services
By staying current with the regulatory and legislative 
developments, we are able to help our individual and 
corporate clients with federal tax planning and compliance 
issues. Additionally, we can advise clients regarding:

• Accounting for income taxes
• Estate tax
• IRS appeals 
• Tax audits
• Tax compliance

Corporate Tax Services
As companies search for innovative ways to cut costs and 
maintain their businesses during these tough economic 
times, we work with our corporate clients to ensure they 
remain compliant while maximizing their tax benefits. 
We assist clients with tax issues related to:

• Commercial and residential real estate transactions
• Mergers and acquisitions
• R&D credits and other technology-related incentives
• Spin-offs and divestitures
• Tax due diligence 

International Tax Services
Our International Tax Practice works with our clients to 
meet international tax compliance requirements while 
maximizing their tax benefits through proper planning 
and structuring. Additionally, through our affiliation 
with HLB International, we have access to tax resources 
in most major cities throughout the United States and 
the world, which helps us serve our clients with 
multistate and international interests. Services include: 

• Cross-border structuring
• Foreign tax credit planning
• Global tax minimization

Individual, Estate and Trust Tax Services
Our professionals assist families, corporate executives, 
trustees, banks and law firms with a variety of individual, 
estate and trust tax issues, including:

• Cash-flow planning
• Estate planning
• Income tax planning
• Insurance planning
• International tax compliance
• Investment planning
• Retirement planning
• Tax return preparation

At Green Hasson Janks, our tax department is comprised of over 40 professionals, the majority of whom 
have post-graduate degrees in tax, law or business and have 
previously worked with “Big Four” accounting firms. 

We have a dedicated team specifically trained in dealing with 
complex tax issues for privately held businesses, including federal, 
state and local tax strategies, tax credit maximization, estate 
planning and international matters. 

Deep Expertise. Personalized Service.

We believe that 
collaboration is 
the foundation 

for success. State Implication of the Tax Cuts and Jobs Act
By: Frances Ellington (Senior Manager, Green Hasson Janks) and Lucia Hong (Associate, Green Hasson Janks)

The Tax Cuts and Job Act (“TCJA”) was signed into law on Dec. 22, 2017. The TCJA enacted modifications to the Internal Revenue Code 
(“IRC”) that will affect all areas of federal taxes including individual, corporate, partnership and others. State taxes were impacted due to its 
close relationship with federal tax. Since its enactment late last year, many states have expressed an opinion on the new tax law. For many of 
the changes, the state tax implication will be dependent upon the state. It is important that taxpayers pay close attention to the various state 
tax laws to accurately calculate state taxes.

In this blog post, we will briefly discuss state implications of notable changes implemented by the TCJA as it relates to corporations. International 
provisions of tax reform and their impact to corporations are outside the scope of this blog and will not be discussed.

Expensing of Certain Property
One notable change of the TCJA is the full expensing of certain property.  Prior to the enactment of the TCJA, 168(k) allowed businesses a 
50-percent bonus depreciation, for federal income tax purposes, on the cost of new machinery and equipment in the first year. Many states 
did not conform to this law and require taxpayers to make a state tax adjustment to depreciation for state tax purposes.  Under post-TCJA 
law, taxpayers are allowed a 100-percent expense of qualified property acquired and placed in service after Sept. 27, 2017. While ultimately 
most states will not conform to the full expensing, one of the first states to decouple from this is Pennsylvania. In Dec. 2017, Pennsylvania 
released guidance stating that any deduction for depreciation of qualified property under 168(k) must be added back to Pennsylvania taxable 
income for purposes of the corporate net income tax.  Most states that currently do not conform to bonus depreciation are likely to also 
decouple from allowing the full expensing of assets either used or new that are acquired and subject to the post TCJA law. 

Interest Deduction Limitation
Another area of change is the interest deduction limitation. Under the TCJA, business interest deduction is limited to 30 percent of the 
taxpayer’s EBITDA for the first four years then 30-percent EBIT thereafter.  Any disallowed business interest deduction can be carried forward 
indefinitely. Taxpayers that meet the $25 million gross-receipts test are exempt from the interest deduction limitation. Every state except 
Mississippi conforms to the federal definition of interest expense and are likely to also conform to the TCJA business interest deduction 
limitation.

Net Operating Loss
Lastly, treatment of net operating losses (“NOL”) and their carryback and carryforward provisions were notably modified. Corporations were 
previously allowed an NOL carryforward of up to 20 years and carryback up to two years for federal tax purposes. Current law eliminates the 
carryback provision but allows indefinite carryforwards. Further, the amount of losses that can be taken in a year is limited to 80 percent of 
the tax liability. For state tax purposes, the post-tax reform NOL provisions will vary by state and will need to be analyzed on a per state basis.  
Many states already do not allow for the carryback provision and this is likely to continue.  It remains to be seen whether states like California 
that allow for a carryback of net operating losses will consider changing its rules to disallow the carryback similar to the disallowance now in 
place for federal income tax purposes. Taxpayers should take care to analyze the state income tax net operating loss rules on a state by state 
basis and not really on the disallowance provisions enacted for federal income tax purposes.

Multistate Taxation
Multistate taxation remains as an area of vast complexity and nuances. With the many changes of the TCJA, it is essential that taxpayers seek 
the assistance of tax advisers.

If you have any questions regarding the above, please contact the Green Hasson Janks Tax Team at 310.873.1600. 



Tax Cuts and Jobs Act – Meals and Entertainment and Employee Fringe Benefits Update
The changes to the meals and entertainment (“M&E”) and employee fringe benefits has been one of the most confusing and misunderstood 
areas under the new Tax Cuts and Jobs Act (“TCJA”).  As more information becomes available about the TCJA, there appears to be some 
consensus as to what M&E and employee fringe benefit expenses will qualify for a deduction either in whole or in part and what, if any, 
expenses are non-deductible.

Under the pre-TCJA law, a 50-percent deduction for ordinary and necessary expenses for entertainment, amusement, or recreation was 
allowed to the extent the expenses were directly related to or associated with the active conduct of the taxpayer’s trade or business. In 
addition, some meals such as meals provided in an employer-operated eating facility or other de minimis meals were 100-percent deductible 
for tax purposes.

The TCJA has changed the tax treatment of M&E expenses and employee fringe benefits. One significant change is the complete elimination of 
the deduction for business entertainment expenses as well as reductions in the amount that can be deductible for employer provided meals.  
Effective Jan. 1, 2018 the TCJA modifies Section 274 by eliminating the deduction for business entertainment expenses. Expenses related to 
client or employee business meals and beverages, however, remain 50-percent deductible.  Effective for the period Jan. 1, 2018 through Dec. 
31, 2025, employer provided meals and other de minimis meals remains deductible, but the deduction amount has been reduced from 100 
percent to 50 percent.  After Dec. 31, 2025, employer provided meals and other de minimis meals are 100-percent nondeductible.

Given the changes under the TCJA to meals and entertainment and employee fringe benefits, it will become important that taxpayers 
maintain separate accounting and documentation for the cost of business meals and entertainment so deductible meals and nondeductible 
entertainment expenses can be tracked accurately. Taxpayers must meet substantiation requirements to qualify for any meal expenditure 
deductions. This includes substantiating the amount, time and place of the meal, business purpose and other requirements as necessary. 
Upon an audit by the Internal Revenue Service (“IRS”) and/or state taxing authorities, this will likely be one area that is heavily scrutinized 
and therefore proper documentation and accounting will be important.

To the right is a high-level overview of the changes made to the M&E and employee fringe benefits deduction, a summary of deductibility 
percentages and some practical examples of typical M&E and employee fringe benefits that many taxpayers incur as part of their active trade 
or business.

As more information becomes available, particularly guidance provided by the IRS, Green Hasson Janks will provide further Tax Alerts 
accordingly. For more information on how these changes may impact you, contact us a GHJ Tax Advisor at 310.873.1600.



Changes to Bonus Depreciation under the Tax Cut and Jobs Act
Bonus Depreciation

Bonus depreciation is a method of accelerated depreciation, which allows a business to make an additional first-year deduction of the cost of 
qualifying property in the year it is placed in service. Qualified property must either:

• Have a regular depreciation life of 20 years or less
• Be computer software
• Be water utility property
• Be qualified improvement property

Bonus depreciation is not available for any asset that is required to use Alternative Depreciation System (“ADS”).

Pre-TCJA:
Taxpayers were allowed to deduct 50 percent of the cost of most new tangible property (other than buildings and some building improvements) 
and most new computer software in the year that it was placed in service. This additional depreciation was available only for new property 
(the first use has to start with the taxpayer).

TCJA:
IRC Section 168(k) was amended to provide for 100-percent bonus depreciation for property acquired and placed in service after Sept. 
27, 2017. This is effective until tax year ending Dec. 31, 2022. It further relaxed the rules that the property must be new. Used and new qualified  
properties are now eligible for the new 100-percent bonus depreciation. Furthermore, the 100-percent deduction will be available for a 
“qualified film or television production” as well as a “qualified live theatrical production.”

Rules:
Assets qualifying under the bonus rules must meet both the acquisition and placed-in-service rules. With the change in the bonus depreciation 
percentage in 2017, it is imperative that both of these rules are reviewed carefully to determine the bonus eligibility under the TCJA.

Acquisition Rules:
1. Acquired Property:

A written contract must be entered into during the specified dates when the bonus depreciation is effective and must 
meet two conditions:

• The contract is legally binding under the state law
• The contract does not limit damages to a specified amount

In case of acquired property, the binding contract date trumps the placed-in-service date.

2. Self-Constructed Property:
The taxpayer must begin the construction, production or manufacturing of the asset during the specified dates when the bonus 
depreciation is effective.

• Physical work of a significant nature (preliminary activities such as planning, designing, securing finance, researching etc. do not count)
• 10-percent safe harbor – paid or incurred more than 10 percent of the total cost of the property (not including land or preliminary 

activities)
• Placed in service rules:

An asset is considered placed in service on the date that it is in a condition or state of readiness for a specifically assigned 
function. If the asset is not yet put to use, it is still considered placed in service if the taxpayer has done everything needed to 
put the asset to use. For example, a building that is intended to house machinery and equipment is placed in service when the 
building’s construction is complete, whether or not the machinery and equipment have been placed in the building. Furthermore, 
trade or business must have commenced before depreciation can begin.



Supreme Court Rules on Online Retailers Collecting State Sales Tax
On Thursday, June 21, the U.S. Supreme Court ruled that out-of-state (i.e., internet) retailers may be required to collect sales taxes in states 
where they have no physical presence. In the South Dakota v. Wayfair case, the ruling gives states the authority to impose sales tax against 
these businesses, and the Quill case was deemed incorrect and overruled. Therefore, substantial nexus may be established in states with 
annual sales of $100,000 or more or 200 or more transactions even if the seller has no physical presence (i.e., employees, offices, or inventory) 
in the state.

Background of Wayfair
The basis of the decision was the new interpretation of the substantial nexus provisions under the Commerce Clause of the U.S. Constitution. 
Since the modern economy is heavily engrained with e-commerce transactions, internet retailers can function and be highly profitable in 
states in which they have customers without being physically present. Now, gross receipts alone may meet the nexus requirements for South 
Dakota and other states which have enacted an “economic” nexus standard.

Historically, issues arise when unfair competition exists between online and brick-and-mortar retailers. Online retailers essentially allow a 
discounted product compared to their brick-and-mortar counterparts when sales tax is not charged. This decision now levels the playing field.

The practical concern is that individual customers generally do not self-report use tax, and states need a way to enforce businesses to pay 
their fair share of taxes. The increase in online sales over the past two decades is estimated to cost state governments between $8 to $33 
billion per year (per Sales Tax Report 11-12 and Brief for Petitioner 34-35 of Case No. 17-494) due to uncollected sales and use tax and 
corresponding loss of state tax revenue. States have aimed to close this loophole by requiring that online sellers collect sales tax in the state 
if the annual sales into the state exceed a certain dollar threshold or if the number of sales transactions in the state exceed a certain arbitrary 
number. In light of the Quill case, the physical presence standard that has been in place for many years and the aggressive response by states 
to impose an “economic” nexus threshold for sales taxes, it was only a matter of time until a case would be determined at the U.S. Supreme 
Court level. That case was Wayfair.

Important Considerations
In the opinion by Justice Kennedy, the Court maintained the need for a reasonable presence standard (i.e., safe harbor for de minimis activity), 
which is appropriate for states to prevent undue burdens upon interstate commerce. The results of the case provided acknowledgement of 
the compliance burden economic nexus rules will place on small businesses and startups, although the Court was satisfied that South Dakota’s 
standards were reasonable and necessary to preserve fairness in interstate commerce.  This ruling is not retroactive, and the Court was clear 
that anything otherwise would risk double-taxation of the same receipts. In such retroactive applications, the buyer and sellers would be 
legally liable for collecting and remitting the tax on a transaction.

Looking to the Future
There are currently a number of uncertainties that will be played out over the next few weeks and months. For one, we expect that many 
states will look to aggressively pass legislation requiring that online retailers collect sales tax on sales to customers in the state. The question 
will be when these laws are enacted. A reasonable guess would be that a number of states will impose collection requirements immediately 
(e.g., July 1, 2018), while others may provide some reasonable time (e.g., Jan. 1, 2019) for both the states and companies to determine filing 
requirements and to put in place the necessary systems to allow for collection and reporting. Several states (i.e., Vermont, Wyoming and others) 
have pending laws that will be enacted and enforce sales and use taxes on online retailers with the outcome of this case in South Dakota’s 
favor. One thing is for sure and that is that many online retailers will now find that their sales tax collection and reporting requirements will 
now be much more complicated and cumbersome. 

On the next page is a chart from the Tax Foundation with a map of current sales tax rules.



Steps Online Retailers Should Take Now that Wayfair Has Been Decided
By Akash Sehgal (Partner, Green Hasson Janks)

The U.S. Supreme Court’s decision last week in South Dakota v. Wayfair (please see our previous Tax Alert on the subject) is one of the 
biggest, if not the biggest, state tax cases in the past 25 years. The high court’s decision allowing South Dakota the ability to require that sales 
tax be paid on online retail sales – even when a company does not have a physical presence in the state – has a wide range of implications for 
online retailers who sell on an interstate commerce basis.

The decision has left many online retailers scrambling to figure out how they will deal with what is likely to be a slew of legislation by states 
following a path similar to that in South Dakota. For wholesale companies, it remains to be seen if states will require registrations and filings 
for businesses that meet nexus thresholds for sales tax.

Changes to Come
It is likely that many states will try as soon as possible to pass legislation that will require online retailers start collecting sales tax when certain 
requirements are met, such as when a certain arbitrary dollar level of sales or a certain arbitrary number of 
transactions in the state are exceeded.

We expect that a number of states will impose collection requirements immediately while other states may allow taxpayers a grace period to 
get the proper systems in place to start collecting, as well as allowing states to get their systems ready for what could be a large number of new 
taxpayers filing and reporting sales tax.

Actions to Start Taking Now
Whatever happens in the future, online retailers should consider focusing on the following plan of attack as soon as possible:

• Online retailers should start internal discussions and discussions with their tax advisors on a policy for reporting sales taxes on a 
multi-state basis: For example, some companies may choose to start filing and collecting sales tax on a state-by-state basis as soon 
as a state passes its law and makes the change effective, while other companies may choose to start filing and reporting as of a certain 
date (e.g. Jan. 1, 2019). Either way, companies should take the steps necessary to determine their policy for filing and collecting. If a 
decision is made to file as of a certain date, they should understand what, if any, exposure exists for non-filing periods.

• Online retailers should take the steps necessary to understand whether their products are taxable or not taxable in states: For 
example, some states may tax food products while other states, such as California, are generally exempt from taxing the sale of food. 
In some states digital products such as music downloaded remotely, books downloaded from Amazon or Apple and video games are 
taxable (e.g. Washington State) while in states such as California, digital products are generally exempt. Understanding in which 
states an online retailer’s products are taxable vs. nontaxable is an analysis that should be performed sooner rather than later. 

• Online retailers should focus now on whether they have the proper sales tax collection technology in place for collecting sales tax 
on a multi-state basis:  If an online retailer sells products as a third-party merchant on e-commerce platforms such as Amazon or 
Shopify, then these retailers should speak with their third-party reps to ensure that they understand how to “turn on” sales tax 
collection on a state-by-state basis. Third-party sales tax software companies such as Avalara and Vertex often provide streamlined 
technology that offers online retailers the ability to attach or “bolt” these programs to their online e-commerce and point of sale 
systems.  

Looking to the Future
Given the amount of uncertainty at this point, there does not appear to be any reason to start filing in states until legislation is passed 
on a state-by-state basis. It remains to be seen whether states will simplify the reporting process for online retailers or whether they 
will impose similar reporting requirements as they do for any other company that files in the state. Keeping track of new legislation 
on a state-by-state basis will be a daunting task for those online retailers that do not have the internal infrastructure to manage the 
process; however it will be important to either designate someone internally to lead this process or rely on external advisors to guide 
companies through the reporting and filing process. Companies can ensure that they get ahead of this by following the steps above as 
soon as possible. 

As more information becomes available, we will provide updates to this tax alert as they occur. If you have any questions regarding the 
above information and its implications, please reach out to Akash Sehgal or Frances Ellington.
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10990 Wilshire Boulevard, 16th Floor
Los Angeles, CA 90024
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Six decades, one overriding focus: our clients
Founded in 1953, Green Hasson Janks is an independent accounting and business 
advisory firm located on the west side of Los Angeles. We believe collaboration and 
maintaining strong relationships are the cornerstone of our success.

• Awarded the 2018 Employee Champion For Life Work Harmony Award by the Los 
Angeles Chamber of Commerce

• Named a “Best Places to Work in Los Angeles” by the Los Angeles Business 
         Journal eight times since 2008
• Named “Beyond the Top 100: Firms to Watch” and “Top Firms: West” in the 2014, 

2015, 2016 and 2017 Accounting Today Top 100 Firms 
• Named a “Best of the Best” firm and “Beyond the IPA 100 Firm” by Inside Public 

Accounting 
• Named a “Fastest-Growing” firm twice by Beyond the IPA 100 rankings
• Ranked 17th largest CPA firm in Los Angeles County
• Ranked 121st largest accounting firm in the nation by  INSIDE Public Accounting

At Green Hasson Janks, we are passionate about helping 
our clients, and our people, #BeMore by focusing on 
building thriving businesses and creating a better future. 

We believe every day is a chance to #BeMore. Not do 
more. Not work more. Instead, we encourage one another 
to be the best we can be and enjoy life to the fullest.

Partnering with our clients inspires us every day to 
deliver innovative solutions and create a path to ongoing 
success.

Our audit, tax and consulting teams believe we can  
always help clients #BeMore. It is our goal to be a trusted  
advisor to provide strategic growth strategies that  
improve operations and grow revenue.

#BeMore with Green Hasson Janks


