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SEA 2- Taxation of pass-
through entities



30 states, now including 
Indiana, and 1 municipality 
have passed PTET related 
legislation as a workaround to 
the federal $10,000 cap on 
individual SALT deductions.
All of these are effective in 
2022 or earlier.

PTET Across the 
Country
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30 states (& 1 locality) that enacted a PTE tax 
since TCJA SALT deduction limitation, 
effective for 2021 (or earlier) unless noted:

AL, AR1, AZ1, CA, CO2, CT3, GA1, ID, IL, IN1, KS1, 
LA, MA, MI, MD, MN, MO1, MS1, NC1, NJ, 
NM1, NY, OH1, OK, OR1, RI, SC, UT1, VA, WI, 
and NYC1

1 Effective in 2022 or later – on map (2022) or 
(2023)
2 Retroactive to 2018
3 Mandatory

As of March 1, 2023

5 states with proposed PTE tax bills:
HI – HB1362, SB 1437, in committee
IA - HF 352, (HSB 69) in committee
KY - HB 37, in committee

VT – (HB 153 other bill) HB61/SB45 passed 
Senate, in House
WV - HB 2608/SB 151, (HB 2934/SB 496, HB 
3245/SB 442) passed Senate

9 states with no owner-level personal 
income tax on PTE income:
AK, FL, NH, NV, SD, TN, TX, WA, WY

7 states with an owner-level 
personal income tax on PTE 
income that have not yet 
proposed or enacted PTE taxes:
DC, DE,  ME, MT, NE, ND, and PA

https://tax.ri.gov/tax-sections/corporate-tax/pass-through-entities
https://www.mass.gov/service-details/elective-pass-through-entity-excise
https://www.tax.ny.gov/bus/ptet/
https://nyassembly.gov/leg/?term=2021&bn=A09009
https://portal.ct.gov/DRS/News---Press-Releases/2018/Information-on-the-Pass-Through-Entity-Tax
https://www.state.nj.us/treasury/taxation/baitpte/index.shtml
https://www.ncdor.gov/important-notice-regarding-north-carolinas-recently-enacted-pass-through-entity-tax-0
https://dor.sc.gov/resources-site/lawandpolicy/Advisory%20Opinions/RR%2021-15.pdf
https://www.legis.ga.gov/legislation/59024
https://www2.illinois.gov/rev/research/publications/pubs/Pages/Pass-through-Information.aspx
https://search-prod.lis.state.oh.us/solarapi/v1/general_assembly_134/bills/sb246/PH/04/sb246_04_PH?format=pdf
https://iga.in.gov/legislative/2023/bills/senate/2
https://www.michigan.gov/taxes/business-taxes/flowthrough-entity-tax
https://www.revenue.wi.gov/Pages/FAQS/ise-passthroughpartnr.aspx
https://revenue.alabama.gov/individual-corporate/electing-pass-through-entities/
http://billstatus.ls.state.ms.us/2022/pdf/history/HB/HB1691.xml
https://www.dfa.arkansas.gov/income-tax/pass-through-entity/
http://revenue.louisiana.gov/LawsPolicies/RIB%2019-019%20Guidance%20on%20the%20Pass-Through%20Entity%20Election.pdf
https://oklahoma.gov/tax/helpcenter/businesses.html?q=BUSPASS1
https://www.house.mo.gov/billtracking/bills221/hlrbillspdf/5038S.04T.pdf
http://www.kslegislature.org/li/b2021_22/measures/documents/hb2239_enrolled.pdf
https://www.revenue.state.mn.us/pass-through-entity-pte-tax
https://www.nmlegis.gov/Sessions/22%20Regular/final/HB0102.pdf
https://azdor.gov/news-events-notices/news/arizona-estimated-tax-notice-partnerships-and-s-corporations-making-pass
https://tax.colorado.gov/sites/tax/files/documents/Special_Instructions_FormDR0106EP_2022.pdf
https://le.utah.gov/~2022/bills/static/HB0444.html
https://www.oregon.gov/dor/programs/businesses/Pages/Pass-Through-Entity-Elective-Tax.aspx
https://tax.idaho.gov/n-feed.cfm?idd=4436
https://www.ftb.ca.gov/file/business/credits/pass-through-entity-elective-tax/index.html
https://www.tax.virginia.gov/elective-pass-through-entity-tax-guidelines
https://www.marylandtaxes.gov/business/income/2021-income-tax-forms.php
https://revenue.alabama.gov/individual-corporate/electing-pass-through-entities/
https://www.dfa.arkansas.gov/income-tax/pass-through-entity/
https://www.arkleg.state.ar.us/Bills/Search?tbType=&ddBienniumSession=2021%2F2022F&hdnSessions=b2021%2Cz2021R%2Cz2021S1%2Cz2021S2%2Cz2022F%2C&ddChamber=H&tbActNumber=&tbBillNumber=HB1209&ddSponsor=&ddCoSponsor=&tbAllWords=&tbExactPhrase=&tbOneWord=&tbWithoutWords=&ddExclusivity=Only
https://azdor.gov/news-events-notices/news/arizona-estimated-tax-notice-partnerships-and-s-corporations-making-pass
https://www.ftb.ca.gov/file/business/credits/pass-through-entity-elective-tax/index.html
https://tax.colorado.gov/sites/tax/files/documents/Special_Instructions_FormDR0106EP_2022.pdf
https://portal.ct.gov/DRS/News---Press-Releases/2018/Information-on-the-Pass-Through-Entity-Tax
https://www.legis.ga.gov/legislation/59024
https://tax.idaho.gov/n-feed.cfm?idd=4436
https://www2.illinois.gov/rev/research/publications/pubs/Pages/Pass-through-Information.aspx
https://iga.in.gov/legislative/2023/bills/senate/2
http://www.kslegislature.org/li/b2021_22/measures/documents/hb2239_enrolled.pdf
http://revenue.louisiana.gov/LawsPolicies/RIB%2019-019%20Guidance%20on%20the%20Pass-Through%20Entity%20Election.pdf
https://www.mass.gov/service-details/elective-pass-through-entity-excise
https://www.michigan.gov/taxes/business-taxes/flowthrough-entity-tax
https://www.marylandtaxes.gov/business/income/2021-income-tax-forms.php
https://www.revenue.state.mn.us/pass-through-entity-pte-tax
https://www.house.mo.gov/billtracking/bills221/hlrbillspdf/5038S.04T.pdf
http://billstatus.ls.state.ms.us/2022/pdf/history/HB/HB1691.xml
https://www.ncdor.gov/important-notice-regarding-north-carolinas-recently-enacted-pass-through-entity-tax-0
https://www.state.nj.us/treasury/taxation/baitpte/index.shtml
https://www.nmlegis.gov/Sessions/22%20Regular/final/HB0102.pdf
https://www.tax.ny.gov/bus/ptet/
https://search-prod.lis.state.oh.us/solarapi/v1/general_assembly_134/bills/sb246/PH/04/sb246_04_PH?format=pdf
https://www.arkleg.state.ar.us/Bills/Search?tbType=&ddBienniumSession=2021%2F2022F&hdnSessions=b2021%2Cz2021R%2Cz2021S1%2Cz2021S2%2Cz2022F%2C&ddChamber=H&tbActNumber=&tbBillNumber=HB1209&ddSponsor=&ddCoSponsor=&tbAllWords=&tbExactPhrase=&tbOneWord=&tbWithoutWords=&ddExclusivity=Only
https://oklahoma.gov/tax/helpcenter/businesses.html?q=BUSPASS1
https://www.oregon.gov/dor/programs/businesses/Pages/Pass-Through-Entity-Elective-Tax.aspx
https://tax.ri.gov/forms/business-tax-forms/pass-through-entity-election-forms
https://dor.sc.gov/resources-site/lawandpolicy/Advisory%20Opinions/RR%2021-15.pdf
https://le.utah.gov/~2022/bills/static/HB0444.html
https://www.tax.virginia.gov/elective-pass-through-entity-tax-guidelines
https://www.revenue.wi.gov/Pages/FAQS/ise-passthroughpartnr.aspx
https://nyassembly.gov/leg/?default_fld=&leg_video=&bn=S08009&term=2021&Summary=Y&Actions=Y
https://www.capitol.hawaii.gov/session/measure_indiv.aspx?billtype=HB&billnumber=1362&year=2023
https://www.capitol.hawaii.gov/session/measure_indiv.aspx?billtype=SB&billnumber=1437&year=2023
https://www.legis.iowa.gov/legislation/BillBook?ga=90&ba=HF%20352
https://legiscan.com/IA/text/HSB69/id/2654183
https://apps.legislature.ky.gov/record/23rs/hb37.html
https://legislature.vermont.gov/bill/status/2024/H.153
https://legislature.vermont.gov/bill/status/2024/H.61
https://legislature.vermont.gov/bill/status/2024/S.45
http://www.wvlegislature.gov/Bill_Status/Bills_history.cfm?input=2608&year=2023&sessiontype=RS&btype=bill
https://www.wvlegislature.gov/bill_status/bills_history.cfm?INPUT=151&year=2023&sessiontype=RS
http://www.wvlegislature.gov/Bill_Status/Bills_history.cfm?input=2934&year=2023&sessiontype=RS&btype=bill
http://www.wvlegislature.gov/Bill_Status/Bills_history.cfm?input=496&year=2023&sessiontype=RS&btype=bill
http://www.wvlegislature.gov/Bill_Status/Bills_history.cfm?input=3245&year=2023&sessiontype=RS&btype=bill
http://www.wvlegislature.gov/Bill_Status/Bills_history.cfm?input=3245&year=2023&sessiontype=RS&btype=bill
http://www.wvlegislature.gov/Bill_Status/Bills_history.cfm?input=442&year=2023&sessiontype=RS&btype=bill


Retroactive to 1/1/ 2022

SEA 2: Key Provisions

State safe 
harbor 
provisions to 
waive penalties 
for 2022 and 1st

year of election

Election is 
irrevocable 
once made 
for tax year

Allows credit
for PTE income 
related taxes 
paid to other 
states

Election is not 
mandatory

Safe 
Harbors

Irrevocable Taxes paid to 
other states



Retroactive to 1/1/ 2022

SEA 2: Key Provisions

Election is made 
annually but 
once made it is 
irrevocable.

2022 election 
made after March 
31, 2023 and 
before August 31, 
2024

Election can 
be made any 
time during 
the taxable 
year but …

By due date of entity 
return or

By date electing entity 
files return

Whichever is earliest

Annual 
Election

Timing of 
Election

Future 
Elections

TY 2023 and 
beyond



Retroactive to 1/1/ 2022

SEA 2: Key Provisions

IC 6-3-2-1(b)

For 2022 elections 
the composite 
schedule will allow 
residents to be 
included using 
Code 15

Tax Rate In the 
form…

Non 
Residents

Residents



• Specifically says the 2022 PTET will be paid 
and filed in conjunction with and 
consistent with COMP tax returns

• No 2022 estimated payments are due for 
PTET; 
• However, COMP payment due dates 

have not changed
• No P&I related to 2022 PTET if paid by 

8/30/24

Non-Code Provision



• Hold returns for DOR guidance, file 
timely by 4/15/23

• File return at 4/15/23 without the 
2022 PTET election; amend later
• Have through 8/30/24 to do this

• Extend return and elect later in 
2023; have to elect by the extended 
due date.

Timing of Elections



• Legislative and policy staff involved in 
every step of the development of the 
legislation 

• Provided input regarding timing, 
implementation, processes

• Assured legislators it could be 
implemented retroactively

• Working on guidance documents and 
practitioner communications

• INCPAS requested a designated staff 
person(s) to direct member questions to 
or specific training of CSRs to handle 
complex questions.

IN Department of 
Revenue



• Assessing clients-creating a plan

• Getting staff on board

• Communicating with clients

• Determining which clients will benefit 
most and offer options

• Communicating with clients, again

What to do or not to 
do…



• Society will continue to update the 
member PTET Resource Hub

• https://www.incpas.org/home/advocacy/g
overnment-relations/indiana-sea-2-ptet-
resource-hub

• Webinar with John Lawrence after DOR 
issues guidance

• Help build our FAQs Click on Submit your 
questions in FAQ section of hub page

• Sharing DOR’s guidance as soon as 
available

• Recording available 3/1 (No CPE)

INCPAS Next Steps

https://www.incpas.org/home/advocacy/government-relations/indiana-sea-2-ptet-resource-hub
https://www.incpas.org/home/advocacy/government-relations/indiana-sea-2-ptet-resource-hub
https://www.incpas.org/home/advocacy/government-relations/indiana-sea-2-ptet-resource-hub

