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Disclaimer

This presentation is intended for general educational purposes only, 
nothing should be construed as legal advice. The Iowa Department of 
Revenue could take a contrary position in the future to one stated in this 
presentation. 

Any oral or written opinion by Department personnel not pursuant to a 
Petition for Declaratory Order under Iowa Administrative Code rule 
701—7.24 is not binding upon the Department.
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PTET Introduction

What is this?

• Voluntary election for Partnership or S Corporation to be subject to Iowa 
income tax at the entity level

• Owners receive a % of PTET as a refundable credit

• Applies to tax years beginning on or after January 1, 2022 (retroactive)

• Detailed website guidance available at: 
tax.iowa.gov/pass-through-entity-tax

https://tax.iowa.gov/pass-through-entity-tax


PTET Introduction

Why would a PTE make this election?

• PTET may be deductible on federal income tax return of partnership/S 
corporation without regard to $10K SALT deduction limit applicable to 
individual owners. 

• Consult with a tax professional about availability and timing of federal 
PTET deduction.

• Iowa deduction? 
• Not deductible on a 2022 IA 1065/IA 1120S
• Deductible on 2023 or later IA 1065/IA1120S



PTET Introduction

Making a PTET Election

• Must be made by someone with authority to sign the PTE’s Iowa income 
tax return and bind the PTE and owners for Iowa income tax purposes.

• Election is irrevocable and only applies to one tax year. 



PTET Introduction

Interaction with IA PTE-C Composite Return

• Electing PTE is not required to file an IA PTE-C Composite Return for 
same tax year

• PTEs that already filed their 2022 Composite Return will not be 
prohibited from making a 2022 PTET election



PTET Introduction

Information for PTE owners

• Each owner receives a refundable PTET credit equal to % of electing 
PTE’s net PTET liability.

• TY 2022: 91.47% of net PTET liability (8.53% reduction)
• TY 2023: 94% of net PTET liability (6% reduction)

• PTET credits must be allocated to each owner in the same ratio that the 
entity’s taxable income was allocated to that owner.



PTET Introduction

Information for PTE owners

• PTET credits are claimed on owners’ Iowa returns for same tax year as 
related K-1 income. 

• 2 exceptions–the following are not eligible to claim their PTET credit
• Insurance company owner
• Credit union owner

• Tiered PTEs claim these credits at entity level, and may receive a 
refund–credits not further allocated to tiered PTE owners (similar to 
composite credits).



PTET Introduction

Information for PTE owners

• Owners of electing PTE must still file Iowa tax returns and report 
distributive income from electing PTE

• Exception: nonresident individual owner is not required to file IA 1040 
if only Iowa-source income is from one or more electing PTEs, and 
their PTE credits equals or exceeds the individual’s Iowa tax liability.  
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PTET For Tax Year 2022

TY 2022 Retroactivity 
• Forms–Making Election

• 2022 tax forms will not be modified 
• 2022 PTET form will be available on tax.govconnect.iowa.gov. 

● Expected by October 1.
• Will be supplement to 2022 IA 1065 or 1120S. Entities must file their 2022 income 

tax return on or before day they file 2022 PTET form.

• Owners’ Credits
• Will report 2022 PTET credits to owners on separate schedule (not amended 

K-1s)
• Owners will claim their PTET credits in similar manner as composite credits

https://tax.govconnect.iowa.gov


PTET For Tax Year 2022

Who can file the 2022 PTET form on GovConnectIowa?

• “Authorized person” from PTE: Individual from PTE with authority to sign the PTE’s Iowa 
income tax return and bind the PTE and its owners for Iowa income tax purposes.  

OR
• 3rd party individual (preparer) if authorized person completes a 2022 Iowa 

Pass-Through Entity Tax Electronic Filing Authorization Form  
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PTET for Tax Year 2022 – PTET Credits

● Report PTET credits to each owner using 
the 2022 Iowa PTET Credit Schedule. 

● Owners may claim a 2022 PTET credit on 
their Iowa tax return in the same manner 
as a composite credit.

● Claim 2022 PTET credit for the same tax 
year you report your related K-1 income. 

● May be claimed on an original or amended 
tax return.

● Must be claimed within the statute of 
limitations for requesting a refund 
(generally 3 years from return due date).    



PTET for Tax Year 2022 – Election Deadline

What is the deadline for filing a 2022 PTET form?

• Deadline for filing 2022 PTET form will be later of:
• January 2, 2024
• Due date of 2022 IA 1065 or 2022 IA 1120S, including extensions

• Late PTET elections are subject to rejection by the Department  

 



PTET for Tax Year 2022 – Estimated Tax Payments

Is an electing PTE required to make estimated PTET payments for Tax Year 
2022?

No 



PTET for Tax Year 2022 – Penalties and Interest

Will PTE be subject to penalties and interest related to PTET election for tax 
year 2022?

• If PTE’s 2022 tax year ends prior to May 11, 2023: 
• No penalty or interest if 2022 PTET form is filed and paid by later of:

• January 2, 2024, or
• Due date for filing 2022 IA 1065/IA 1120S, including extensions

• If PTE’s 2022 tax year ends on or after May 11, 2023: 
• No penalty or interest if 2022 PTET form is filed and paid by due date for filing 2022 IA 1065/IA 

1120S, including extensions

Extension – automatic if PTE pays 90% of Iowa tax due (including PTET) by 
original due date of income return



PTET for Tax Year 2022 – Composite Payment 
Transfers



PTET for Tax Year 2022 – Other Account Transfers
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PTET for Tax Year 2023 and Later 

How can PTET election be made? 

Two methods:
1. Can be made before income tax 

return is filed on GovConnectIowa
a. Election method still in development
b. Must be logged into GovConnectIowa 
c. Only records election, PTET calculation is 

made on IA 1065/IA 1120S return 
2. Can be made directly on IA 1065 or 

IA 1120S return



PTET for Tax Year 2023 and Later 

When must PTET election be made?

• Due date for filing IA 1065/IA1120S return, including extensions
• Extension – automatic if PTE pays 90% of Iowa tax due (including 

PTET) by original due date of IA 1065/IA 1120S
• Important note: PTEs that fail to make PTET election or pay 

90% of Iowa tax due (including PTET) by original due date of IA 
1065/IA1120S will lose ability to make a PTET election on an 
extended Iowa return.  

• Late PTET elections are subject to rejection by the Department



PTET for Tax Year 2023 and Later 

Penalties and Interest
• If timely PTET election is made, PTE will incur late file and pay penalties 

if 90% of Iowa tax due not paid by original due date of IA 1065/IA 1120S
• Interest on PTET is computed from original due date of IA 1065/IA 1120S

Quarterly Estimated PTET Payments
• If PTE tax year begins between 1/1/23 and 5/10/23: Not required
• If PTE tax year begins after 5/10/23: Required

• Underpayment penalties may apply. Use IA 2220 Underpayment of 
Estimated Tax.  

  



PTET for Tax Year 2023 and Later 

• PTET credits:
• Total PTET credits available to owners 

will be computed and reported on IA 
1065/IA 1120S. 

• Each owner’s share of PTET credits 
will be reported on IA Schedule K-1.

• PTET credits will be claimed similar to 
composite credits. Schedule CC is 
revised to account for both credit 
types.  



Questions?


