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Agenda

= State Tax Planning
» Sales Tax Exemptions
» Credit and Incentive Opportunities

= State Tax Legislative Updates
» OBBBA Conformity
» California, Massachusetts, New York Updates
» Ohio Capital Gain Deduction
» State Tax Amnesty Programs
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Sales/Use Tax Exemptions

= Manufacturing Exemption

» Manufacturing machinery, tools and equipment, material handling equipment
purchased for the purpose of transporting materials, parts, foundations and
supplies used.

» Transactions involving tangible personal property are exempt from tax if the
property acquired is incorporated as a material part of other tangible
personal property the purchaser manufactures, assembles, refines or
processes for sale.

= Utilities Exemption

» The purchase and use of steam, natural and manufactured gas, electricity,
bottled gas, fuel oil or kerosene for use in a manufacturing process
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Sales/Use Tax Exemptions (cont.)

= Warehouse Exemption

» Sales of machinery, equipment and software to a “qualified direct selling
entity” for use in a warehouse or distribution center used primarily in storing,
transporting, or handling purchased inventory that is held for sale to direct
sellers and that is primarily (>50%) distribution out of state.

= Packaging Exemption

» Wrapping equipment and supplies, including internal packing materials, used
in packaging.

» The sale or use of returnable containers if in the business of manufacturing,

processing and the returnable container is used in the delivery of the product
to the ultimate consumer.
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Sales/Use Tax Exemptions (cont.)

= Pollution Control Exemption

» Equipment, machinery, and supplies designed and used to control, abate or
prevent air, water or noise pollution generated in the manufacturing or

processing operation.

= Multiple Points of Use Exemption (Software)

» For companies with multiple locations and a large remote work force, business
software that will be used by employees in multiple geographies may be subject
to a refund if tax was paid on all licenses in an applicable state.

» Example: Texas company purchases companywide software from Texas
office, pays Texas sales tax on full software spend but has material volume

of users outside Texas.
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Sales/Use Tax Exemptions (cont.)

= Transportation Exemption
» Companies with truck fleets that ship third party product.

» Opportunities to expand the applicability of exemptions to include the
purchase/lease of tractors/trailers, repairs to vehicles, purchase of tires, etc.

» Very broad in some states and more narrow in others.

= Leasing Tax Deferral

» Purchasing fleets or other equipment for resale with the implementation of a
leasing company.

» Leasing company leases to parent and collects sales tax on lease payments
(instead of full equipment cost at time of purchase).
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Organizational Planning

= Warehousing Exemption

» Certain qualifying entities that ship more than 50% outside of Ohio and use
common carriers.

» Potential opportunity to eliminate sales tax on qualifying warehouse
purchases.
= Purchasing Entity Tax Deferral

» Create/use a separate legal entity to purchase items (inventory, materials,
equipment) with a resale exemption certificate.

» Purchasing entity may sell or lease goods to the operating entity and only
collect sales tax on the inventory or equipment, when necessary.
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Polling Question #1

Have you taken steps to
maximize sales tax exemptions?

A. Yes, always ahead of the curve
B. Not yet, but | should consider
C. Unsure
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Credits and Incentives

= Negotiated Incentives

» Building/moving to a new facility/headquarters
» Expanding current facilities/offices

» Planned hiring/job creation

» Planned capital expenditures

» ldentify early — prior to entering into contractor, lease or purchase
agreements and prior to public announcements

» Maintain agreed-upon incentive criteria, such as:
* Employment thresholds
* Minimum wage thresholds
 Sufficient investment to meet commitments

* Complete annual reporting requirements
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Credits and Incentives (cont.)

Negotiations include applications, site evaluations, contract
execution, efc.

= Types of Negotiated Incentives
» Property tax abatements
» Cash grants
» Job creation credits
» Infrastructure assistance
» Investment tax credits
» Training grants
» Local government assistance, e.g., workforce training and permitting
» Tax Increment Financing
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Credits and Incentives (cont.)

= Statutory Tax Credits » Types of Statutory Credits

» Available for all taxpayers that * R&D credits

satisfy statutory requirements: * Job creation credits

 Negotiations not necessary * Investment tax credits

« Controlled by state statutes e Historic rehabilitation credits

« Expanding current facilities/offices * Film and development credits

* Primarily against state income tax * Training credits

and claimed on tax returns * Renewable energy credits

- Some states allow credits against
payroll or sales/use taxes
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Polling Question #2

Have you discussed tax credits and
incentives with your engagement team?

A. Yes, always ahead of the curve
B. Not yet, but | should consider
C. Unsure
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State Legislative Updates —
OBBBA Conformity

= One Big Beautiful Bill Act (OBBBA) was signed
on July 4, 2025

» State IRC conformity: Rolling, static, selective.

» SALT deduction cap increase and PTET (pass-through entity tax)
applicability.
» Federal vs. SALT conformity:
« Section 168(k) 100% bonus depreciation
* Sec. 168(n) 100% expensing qualified production property (QPP)
* Sec. 163(j) interest limitations
* Sec. 174 research and experimental expensing (R&E)

» States continue to pass retroactive legislation clarifying OBBBA
conformity.
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State Legislative Updates —
Massachusetts

= Governor Healy signed H. 5470 on June 12, 2026.

= Delays conformity to several OBBBA provisions:

» Decouples from OBBBA R&E for tax years beginning on or after January 1,
2022. Retroactive for 2025 tax year.
* Decouples from accelerated Sec. 174 expensing
* Disallows immediate expensing under Sec. 174A

» Decouples from OBBBA in 2025 and 2026 regarding:
* Sec.163())
* Sec. 179
* Sec. 168(n)
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State Legislative Updates —
Massachusetts (cont.)

= Delays conformity to several OBBBA provisions (cont.):

» Taxpayers that filed 2025 returns before enactment of H.5470 have 90

days to file an amended return from the enactment date for interest and
penalty relief.

> MA Millionaire’s 4% surtax effective January 1, 2023, for qualified
taxpayers with over $1 million in income.

» MA PTET filing did not account for this surtax.

* For years beginning on or after January 1, 2026, pass-through entities may
annually elect to pay the 4% surtax as a PTET tax.

 Eligible owners receive a 90% refundable PTET credit.
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Polling Question #3

Does your business incur research
and experimental expenses?

A. Yes
B. No
C. Unsure
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State Legislative Updates — New York

= New York enacted 2026-2027 state budget S.9009-C
on May 28, 2026.

= Provisions apply to tax years beginning on or after
January 1, 2025

» Sec.174 & 174A Decoupling: Full addback of federal R&E
* January 1, 2025 — Amortize over 60-month period (both domestic and foreign)

» Before January 1, 2025 — Amortize using federal rules in place on January 1, 2022

» Sec. 168(n): QPP federal accelerated depreciation must be added back, and
a subtraction is calculated as if special deduction election was not made.
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State Legislative Updates —
New York (cont.)

= NYC decoupled from:

» 163(j) interest provisions requiring ATl using prior EBIT-based calculation
(earnings before interest and taxes).

» 174A R&E domestic expenditures applying midpoint-of-the-taxable year
convention.
* NYC conforms to 15-year foreign R&E amortization

= New York extended increased tax rates:

» 7.25% top corporate franchise rate when business income > $5 million and
0.1875% capital rate.
» Three-year extension thru tax years beginning before January 1, 2030.

2026 .
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State Legislative Updates —
New York (cont.)

= Amended Returns: If a 2025 New York or NYC return was

previously filed, guidance requires filing an amended 2025
NY/NYC return.

» Interest/penalty relief available if budget bill created the underpayment.

= New NYC Pied-a-Terre Tax:

» Residential property surcharge on second home properties and
co-ops located in New York City.

» Surcharge Exemption Application Due
* August 215t — Residential homes/condos
 August 24t — Co-op units
* https://www.nyc.gov/npsurcharge
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Polling Question #4

Should there be a federal law prohibiting
retroactively state legislation after the tax
year began?

A. Yes, absolutely no tax increases after the year began!
B. Yes, if the state is offering a tax decrease

C. No, we don’t mind not hitting the prior year budget
D. Huh, I didn’t know this was even legal
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State Legislative Updates — California

= Governor Newsom signed SB 122 on June 29, 2026.

» Reduces first-year annual minimum franchise tax to $400 (from $800)
for tax years beginning on or after January 1, 2027, and before
January 1, 2030.

» Extended $5M R&E business credit limitation thru 2029 tax year

» Did not extend net operating loss (NOL) suspension; stays in place
through 2024-2026. NOL usage resumes for years beginning on or
after January 1, 2027.

» Effective January 1, 2027: adds sales and use tax on digitally
delivered or remotely accessed software, including SaaS.
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State Legislative Updates — California

Market-Based Sourcing Amendment effective January 1, 2026

= During 2025, CA amended Title 18, Section 25136-2 of the CA Code of
Regulations

» Goal to enhance sales factor apportionment, simplify the rules for
assigning sales and establish industry-specific guidelines

= MBS rules apply to sales other than sales of tangible personal
property. Key changes introduced include:

» Presumptions for determining the location of the benefit of services
> New rules for large volume professional services

» Revised guidelines for receipts for provision of a service, intangible
property or tangible property

» New guidelines for receipts from Asset Management Services
» New rules for reasonable approximation
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Ohio Capital Gains Deduction

= Effective 2026 (pursuant to HB 110), Ohio will offer a capital
gains deduction to owners selling their ownership in a
qualifying Ohio-based business.
= Eligibility
» Transaction requirement: Equity sale.

»  Ohio-based business: OH headquartered and must be incorporated,
registered or organized in OH.

y Owners:

* Materially participated during all five pre-sale years, or
* $1 million venture capital investment

2026
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Ohio Capital Gains Deduction (cont.)

= Deduction Calculation
» Lesser of;
* Capital gains, or

* Deductible payroll

= Deductible Payroll
»  Ohio payroll
* Exclude payroll of owners and their relatives
» Payroll period
 MP Owner - Five pre-sale calendar years

* $1 million Venture Capital Investor — investment period up to five pre-sale
calendar years
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Ohio Capital Gains Deduction

= Ohio Venture Capital Operating Companies (VCOC) may also
qualify for an Ohio capital gains deduction.

» Tax Incentive
* 100% capital gains deduction — Ohio HQ business & 50% FTEs in Ohio
» 50% capital gains deduction — Other business investments
» Eligibility
* VCOC must:
- Manage or maintain $50M in active assets,
- 2/3 of its managing & general partners are Ohio residents, and
- Must obtain certification from Ohio Director of Development
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2026 State Tax Amnesty Programs

Nature of Authority Timeframe Taxes Covered Applicable Penalties Interest Special Provisions
Amnesty tax Years waived Waived
IN Statutory H.B. 1001 Active 7/15/2026 - Most all taxes Tax Yes Yes Individuals and businesses that have
9/9/2026 administered by the periods participated in either the 2005 or
Indiana Department of ending 2015 Amnesty programs are
Revenue before LelERs
1/1/2024 Taxpayers that are eligible must
have their liability paid in full prior to
9/9/2026 or have their amnesty
payment plan paid in full by
6/7/2027.
IL Statutory H.B. 2755 Future 8/1/2026 — Illinois sales / Retailers' Tax Yes Yes Remote retailers only; must meet
10/31/2026 Occupation Tax (ROT) periods the $100,000 gross receipts or 200-
owed by remote beginning transaction economic nexus
Y after threshgld. Participants report at
hvsical presence in 1/1/2021 simplified flat rates (9% general
phy P merchandise; 1.75% food, drugs, and
Illinois and medical appliances) instead of local
ending destination rates. Payment plans
before available. Taxpayers in pending
6/30/2026 litigation for nonpayment,
delinquency, or fraud are ineligible.
NY Statutory FY 2026-27 Active Discounted Sales & use tax Any Yes Partial Only for vendors holding a
Budget Bill, liability must liabilities (including liability (50% of  Certificate of Authority subject to
Part N be paid in full related fixed and interest ~ thereregistration program.
(5.9009-C / by 12/31/2026 penalties/interest) that final on or accrued tfz'gle;i;ﬂsisiﬁ;r:;gp:rrz::;t
A.10009-C; (reregistration are “fixed and final” on before through are ineligible. Taxpayers under an
enacted program runs or before 9/1/2026 9/1/2026 12/31/2  installment agreement may
5/28/2026) through 026) participate if the discounted amount
12/31/2030) is paid in full by 12/31/2026.
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2026 State Tax Amnesty Prog rams (cont.)
ﬂm

Administrative Washington Active 7/1/2026 - Businesses with Lookback Up to Temporary expansion of the
(Voluntary State 4/30/2027 unreported investment period for 39% VDP offered by the WA DOR.
Disclosure Department of income subject to B&O tax liability Itis not open to businesses
Program) Revenue tax (unless the taxpayer is limited to engaged |: banl;mfg.’ lednf]“ng’
has been notified of an prior 4 years :rév\fg;lf&n;;; nedin
audit or agency plus the
enforcement action as of  current year
7/1/2025)

WA Administrative Washington Active 6/11/2026 Penalties and interest on ~ 10/2/2019-  Yes Yes Businesses that have
(Voluntary State — B&O taxes 3/31/2026 unreported income as a
Disclosure Department of 12/31/202 ;isel:nltp(:if::f:iériither R
Program) sz\sls?ue (= 6 82.04.320 or 82.04.322 (or

both) on gross income not
subject to insurance
premiums tax under chapter
48.14 or 48.15 RCW

WA Administrative Washington Active Before Only waives penalties 10/1/2025—-  Yes No Temporary program to waive
(Voluntary State 9/30/2027 for uncollected retail 12/31/2026 certain penalties for
Disclosure Department of sales tax and unpaid use businesses that voluntarily
Program) Revenue (ESSB tax caused by ESSB 5814 gl e £y (el 2alies

5814) changes. and use taxes for these

services
Evasion, negligence, and tax
avoidance penalties are not

eligible for relief via this
program
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Thank You!

Please join us for the remaining webinar in this series.
Register at

I Examining the Guidance: Key Technical Updates for CFOs & Controllers
Tuesday, August 11, 11 a.m. to Noon ET
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https://www.cohenco.com/knowledge-center/events/august-2026/2026-virtual-summer-cpe-series

Disclosure

“Cohen & Co" is the brand name under which Cohen & Company, Ltd. and Cohen & Co Advisory, LLC, and its subsidiary entities

Cohen & Company, Ltd. and Cohen & Co Advisory, LLC practice in an alternative practice structure in accordance wi
Conduct and applicable law, regulations and professional standards.

Cohen & Company, Ltd. is a licensed independent CPA firm that provides attest services to its clients. Coh
provide tax, advisory and business consulting services to their clients and are not licensed CPA firms.

The entities operating under the Cohen & Co brand are independently owned and are not respo

operating under the Cohen & Co brand. Our use of terms such as “our firm,” “we,” “us” and c
practice structure of Cohen & Company, Ltd. and Cohen & Co Advisory, LLC.
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