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State Tax Observations

The 2022 New York State Pass-Through Entity Tax Election
By Alan S. Kufeld, CPA, Partner and Steven J. Eller, JD, CPA, Partner

The New York State Department of Taxation and Finance (Taxation) issued Technical Memorandum TSB-
M-21(1)C, (1)l August 25, 2021. It addresses several unresolved issues regarding New York’s new Pass-
Through Entity Tax (PTET). A link to our article containing an overview of the TSB-M may be found here.
Since that time, many taxpayers have elected into the PTET tax regime for the 2021 calendar year. It is
now time to consider making your 2022 election.

2022 Election

The optional annual election is due by March 15™ of the year for which the election is to be effective.
Therefore, in order to be effective for 2022, an election must be made online through the entity's Business
Online Services account no later than March 15, 2022. Only an authorized person can opt into the PTET
regime on behalf of an eligible entity.

Taxpayers that have made an election in 2021 should have received a reminder email for the 2022 tax
year. Please remember the election is irrevocable for the tax year that it is made.

2022 Estimated Tax Payments

In 2021, taxpayers that elected into the PTET regime were not required to make any estimated tax
payments throughout the tax year. That is not the case for 2022. Quarterly estimates are due March 15,
June 15%, September 15" and December 15" and must be made online. Each quarterly payment should
be equal to at least 25% of the required annual payment for the taxable year. The required annual
payment is the lesser of:

e 90% of the PTET shown on the return of the electing entity for the taxable year; or
e 100% of the PTET shown on the return of the electing entity for the preceding taxable year.

If the entity did not opt into the PTET for the preceding year, the required annual payment is 90% of the tax
reported on the PTET return for the taxable year. In determining the required annual payment, taxpayers
may annualize their pass-through entity income.

2022 PTE Overpayments

To the extent that the total PTET estimates exceed that year’s actual PTET, current guidance states that
such overpayment be refunded. However, we have asked Taxation whether the overpayment can be
applied to the subsequent year’s PTET rather than being refunded. We are waiting for their response to
this question.
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About PKF O'Connor Davies

PKF O’Connor Davies, LLP is a full-service certified public accounting and advisory firm with a long history of serving clients both domestically
and internationally. With roots tracing to 1891, the Firm has 16 offices in New York, New Jersey, Connecticut, Maryland, Massachusetts,
Florida and Rhode Island and more than 1,200 professionals providing a complete range of accounting, auditing, tax and management
advisory services. PKF O’Connor Davies is led by over 135 partners who are closely involved in the day-to-day management of engagements,
ensuring a high degree of client service and cost effectiveness.

The Firm is a top-ranked firm, according to Accounting Today’s 2021 “Top 100 Firms” list and was recently recognized as one of “America’s
Best Tax Firms” by Forbes. PKF O'Connor Davies was named one of Vault's 2022 Accounting 50, a ranking of the 50 best accounting
employers to work for in North America and ranked among the top 50 most prestigious accounting firms in America in a complementary Vault
survey.

PKF O’Connor Davies is the lead North American representative of the international association of PKF member firms. PKF International is a
network of legally independent member firms providing accounting, tax and business advisory services in over 400 locations in 150 countries
around the world. With its tradition, experience and focus on the future, PKF O’Connor Davies is ready to help clients meet today’s ever-
changing economic conditions and manage the growing complexities of the regulatory environment. For more information, visit
www.PKFOD.com.

Our Firm provides the information in this e-newsletter for general guidance only, and it does not constitute the provision of legal advice, tax
advice, accounting services, or professional consulting of any kind.
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