
NYS HAS JUST RELEASED NEW 
GUIDANCE REGARDING THE 

PTET
~

WE HAVE ADDED A 20 MINUTE 
ADDENDUM EXPLAINING THESE 

NEW RULES

 New York finally issues guidance (but not the credit form)
 See: TSB-M-21(1)I (Aug. 25, 2021) – available at: 

https://www.tax.ny.gov/pdf/memos/ptet/m21-1c-1i.pdf

 Some interesting points:

1. Only “authorized persons” of the entity can make the election (not the 
entity’s tax professionals)

2. An electing entity must file an annual PTET return using the online 
return application to report the information required under Article 24-A 
for the PTETtaxable year.

3. A fiscal-year taxpayer does not recompute its income on a calendar-
year basis. Instead, its PTE taxable income must be computed for the 
fiscal year that ends within the PTET calendar year.

4. The electing entity must provide sufficient information on its return to 
identify all PTET credit-eligible taxpayers and their credit amounts

5. Eligible taxpayers that receive a PTET credit from an electing entity 
may claim the credit on Form IT-653, Pass-Through Entity Tax Credit, 
and attach it to their New York State personal income tax return.
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 Some more interesting points from TSB-M-21(1)(I):

1. A partner, member or shareholder that is not subject to tax under Article 
22, including but not limited to a corporate partner, is not eligible for the 
PTET credit. Additionally, a partner that is itself a partnership is not 
eligible for the PTET credit.

2. Each eligible taxpayer’s PTET credit is equal to the taxpayer’s direct 
share of PTET that was reported by the electing entity on the entity’s 
PTET annual return. If a taxpayer receives more than one PTET credit, 
the credits will be aggregated on the taxpayer’s personal income tax 
return. 

3. If the amount of the PTET credit allowable for any taxable year exceeds 
the taxpayer’s tax due for the year, the excess will be treated as an 
overpayment, to be credited or refunded without interest.

4. Eligible taxpayers allowed a PTET credit must file an individual personal 
income tax return to claim the credit. The PTET credit may not be 
claimed on Form IT-203-GR, Group Return for Nonresident Partners, or 
Form IT-203-S, Group Return for Nonresident Shareholders of New York 
S Corporations
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Some more interesting points from TSB-M-21(1)(I):

1. For tax years beginning on or after January 1, 2021, resident 
partners, members, or shareholders will be allowed a resident tax 
credit against their New York State personal income tax for any 
pass-through entity tax imposed by another state, local government, 
or the District of Columbia, that is substantially similar to the PTET
imposed under Article 24-A paid by a partnership or New York S 
corporation to another jurisdiction. 

2. In the case of taxes paid by an S corporation, the S corporation 
must be treated as a New York S corporation. An ineligible S 
corporation will be deemed to have met this requirement to the 
extent it is treated as a New York S corporation for purposes of 
computing the New York adjusted gross income of the resident 
shareholder.

3. A list of substantially similar taxes that qualify for the resident tax 
credit will be posted on the Tax Department’s  website.
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Some more interesting points from TSB-M-21(1)(I):

1. For tax years beginning prior to January 1, 2021, a shareholder of a 
subchapter S corporation or a partner in a partnership is not allowed 
a resident tax credit for any tax imposed upon or payable by the S 
corporation or partnership to another state, local government, or the 
District of Columbia, even if the tax is substantially similar to New 
York’s PTET. 

2. However, a shareholder or partner is allowed a resident tax credit if 
the taxes are calculated on the income of the S corporation or 
partnership, but are imposed upon and payable by the shareholder 
or partner.

3. See also: https://www.tax.ny.gov/bus/ptet/. 
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 Here’s an example:  Assume a taxpayer with $500,000 of partnership 
income (entity with over $25 million net income)
 Personal estimate taxes paid (6.85%) - $34,250
 Share of NY PTET (10.9%) - $54,500
 Total prepayment - $88,750.

 Actual NY tax due - $34,250 - $88,750 (total amount prepaid) = ($54,500 
refund)

 Federal tax impact
 Income- $500,000
 less deduction (or credit) for PTET ($54,500)
 Taxable income - $445,500
 Savings @ 37% = $20,165

 Taxable overpayment         
$54,500
- $34,250
$20,250 

 Federal tax on that amount = $7,492.50
 Net FIT savings $20,165 - $7,492.50 = $12,672.50
 If the SALT limitation did not exist = $34,250 – actual NYS tax at 37% = 

$12,672.50 – savings.  So it all works out.
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