California Reportedly Plans to Withdraw
Examples Regarding Look-through Sourcing for
Asset Managers
A representative from the California Franchise Tax Board (FTB) has indicated
informally that the state plans to withdraw examples in the proposed 25136-2
regulations that indicate that an asset manager should source income from services
to a fund to the location of the investors in the fund. The representative confirmed
that the state has not changed its position that such a look-through approach is an
appropriate method for sourcing income. However, the examples in the proposed
regulations have raised many questions and a few concerns from taxpayers.
Therefore, the FTB plans to issue a notice before the end of 2015 that will announce
the removal of these examples from the regulations and will likely schedule an
interested parties meeting to discuss the appropriate sourcing of income by an asset
manager. If the FTB issues new examples that are substantively different than the
ones being withdrawn, it is our understanding that the state does not plan to make
the rules in the new examples retroactive to 2015 and prior years. However, we
believe there is a position for taxpayers to take such a position if they choose to do
so. It is also our understanding that the remainder of the regulation will be finalized
as written. Thus, the standard cascading rules will apply.
Contact information:
For more information on this Alert, please contact SALT professionals Steve Sims,
Scot Grierson, Hernan Stigliano or one of our AI Tax Professionals:

Jay Freedman
New York
T: 212-954-3693

Jeffrey Millen
New York
T: 212-872-4490

Joe Pacello
Stamford
T: 203-406-8027

Emmanuel Tuffuor
New York
T: 212-872-4475

Michael Oates
Roseland
T: 973-577-2408

Privacy | Legal
You have received this message from KPMG LLP. If you wish to unsubscribe from Alternative Investment
Tax Matters, please click here. If you wish to unsubscribe from all KPMG communications, please click here.
KPMG LLP, 3 Chestnut Ridge Road, Montvale, NJ 07645
© 2015 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network
of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a
Swiss entity. All rights reserved. NDPPS 527852
The KPMG name, logo and “cutting through complexity” are registered trademarks or trademarks of KPMG
International.

