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Key Attributes:
vBegan tax year 2021.

vElective tax up to 9.3 percent of business entity’s income.

vCredit is nonrefundable with no discount.

vIn lieu of estimated payments, required prepayment for business entities in 
required June 15 that must be the greater of $1,000 or 50 percent of the 
prior year’s liability.

vTaxpayers on the PIT side are allowed to adjust their estimated payments 
to account for PTE without penalty.
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Legislative Changes in First Year:
vCalculation of Other State Tax Credit

vOrdering with Other State Tax Credit

vElection at Member Level
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2021 Tax Year California PTE Elective Tax
S Corporations Partnerships LLCs

Total Returns (Thousands) 756 148 743

Returns with PTE (Thousands) 72 11 25

PTE Generated ($s, Billions) 7.5 3.4 3.5



California PTE Elective Tax Payments and Credits (Billions)
2021 Tax Year

Total Amount Reported on Business Entity Returns* 14.3

Amount on Calendar Year Returns 13.6

Amount on Fiscal Year Returns 0.7

Amount Claimed on Personal Income Tax Returns 11.9

Amount Carried Over on Personal Income Tax Returns 1.3

Personal Income Tax Total 13.2

*Amount may differ from total on previous slide due to rounding



Lessons from Earlier Work on Responses to a New Credit

• Large Taxpayers 
Often Overpay

• Full Adjustment 
Takes 3 -4 Years



Why we don’t have 2022 
Tax Data



Recent Trends and Observations:
vProgram is highly successful. Current expected revenue run rate is roughly 

13 percent of annual personal income tax revenue.

vBased on strong payments to date despite the shifting deadlines, we expect 
about $18.5 billion for year 2 of the program, which is growth of nearly 30 
percent.
vConsiderable bubble of uncertainty, however, roughly $17 billion in payments received 

through September.

vSignificant payments in early in December versus March to allow their 
members to get federal deduction one year early.

vPersonal income taxpayers appeared to have adjusted their PIT payments 
in April or sooner versus adjusting in October.
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Longer-Run Issues:
vLonger-run credit usage versus payments unknown; we are currently 

assuming 98 percent.

vThe amount of business entity refunds due to overpayments is unknown 
due to data limitations.

vThe amount of overpayments that are reducing normal business entity 
payments.

vIt is never known precisely how taxpayers adjust their payments patterns 
on the PIT side as a result of the expected credit usage.
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