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Recapture of section 179 deduction 

(code L). This amount represents recapture 

of the section 179 deduction if business use 

of the property dropped to 50% or less before 

the end of the recapture period. If the 

business use of any property for which a 

section 179 deduction was passed through to 

shareholders dropped to 50% or less (for a 

reason other than disposition), the 

corporation must provide all the following 

information. 

• The shareholder's pro rata share of the 

original basis and depreciation allowed or 

allowable (not including the section 179 

deduction). 

• The shareholder's pro rata share of the 

section 179 deduction (if any) passed 

through for the property and the 

corporation's tax year(s) in which the 

amount was passed through. 

See Regulations section 1.179-1(e) for 

details. 
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Section 453(l)(3) information (code M). 

Supply any information needed by a 

shareholder to figure the interest due under 

section 453(l)(3). If the corporation elected to 

report the dispositions of certain timeshares 

and residential lots on the installment 

method, each shareholder's tax liability must 

be increased by the shareholder's pro rata 

share of the interest on tax attributable to the 

installment payments received during the tax 

year. 

Section 453A(c) information (code N). 

Supply any information shareholders need to 

figure the interest charge under section 

453A(c). See Pub. 537, Installment Sales. 

This information must include the following 

from each Form 6252 where the shareholder's 

pro rata share of the selling price, including 

mortgages and other debts, is greater than 

$150,000. 

• Description of property. 

• Date acquired. 
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• Date property sold. 

• Selling price, including mortgages and 

other debts (not including interest, 

whether stated or unstated). 

• Mortgages, debts, and other liabilities the 

buyer assumed or took the property 

subject to. 

• Gross profit. 

• Contract price. 

• Gross profit percentage. 

• Current year payments and deemed 

payments received during the year, not 

including interest whether stated or 

unstated.  

• Origination year payments and deemed 

payments received during the year, not 

including interest whether stated or 

unstated.  
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• Payments received in prior years, not 

including interest whether stated or 

unstated. 

• Installment sale income. 

• Character of the income—capital or 

ordinary. 

See section 453A(c) for information on how to 

compute the interest charge on the deferred 

tax liability. The section 453A interest charge 

is reported on the other tax line of the 

shareholder's tax return. See Interest on 

Deferred Tax in Pub. 537 for additional details 

on how to compute the section 453A(c) 

interest. 

Section 1260(b) information (code O). 

Supply any information needed by a 

shareholder to figure the interest due under 

section 1260(b). If the corporation had gain 

from certain constructive ownership 

transactions, each shareholder's tax liability 

must be increased by the shareholder's pro 
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rata share of interest due on any deferral of 

gain recognition. See section 1260(b) for 

details, including how to figure the interest. 

Interest allocable to production 

expenditures (code P). Supply any 

information needed by a shareholder to 

properly capitalize interest as required by 

section 263A(f). See Section 263A uniform 

capitalization rules, earlier, for more 

information. 

CCF nonqualified withdrawals (code Q). 

Report nonqualified withdrawals by the 

corporation from a capital construction fund. 

Attach a statement to the shareholder's 

Schedule K-1 providing details of the 

withdrawal. See Pub. 595. 

Depletion information—Oil and gas (code 

R). Report gross income and other 

information relating to oil and gas well 

properties to shareholders to allow them to 

figure the depletion deduction for oil and gas 

well properties. Allocate to each shareholder a 
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proportionate share of the adjusted basis of 

each corporate oil or gas well property. See 

section 613A(c)(11) for details. 

The corporation can't deduct depletion on oil 

and gas wells. Each shareholder must 

determine the allowable amount to report on 

the shareholder's return. 

Codes S and T. Reserved for future use. 

Net investment income (code U). Use 

code U to report any information that may be 

relevant for shareholders to figure their net 

investment income tax when the information 

isn't otherwise identifiable elsewhere on 

Schedule K-1 or Schedule K-3. Attach a 

statement that shows a description and dollar 

amount of each relevant item. 

Examples of items reported using code U may 

include the following. 

• Net rental real estate income reported on 

Form 1120-S,  
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• Schedule K, line 2, and other net rental 

income reported on Form 1120-S, 

Schedule K, line 3c, derived from a 

section 212 for-profit activity (and not 

from a section 162 trade or business). 

• Gains and losses from dispositions of 

assets attributable to a section 212 for-

profit activity (and not from a section 162 

trade or business). 

• Gain reported on the installment sale 

basis (or attributable to a private annuity) 

that is attributable to the disposition of 

property held in a trade or business. 

• Gain or loss from the disposition of a 

partnership interest, but only if such 

partnership was engaged, directly or 

indirectly, in one or more trades or 

businesses, and at least one of those 

trades or businesses wasn't trading in 

financial instruments or commodities. 
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• The shareholder’s pro rata share of 

interest income, or interest expense, that 

is attributable to a loan between the 

corporation and the shareholder (self-

charged interest). 

• If the corporation received a Form 1065, 

Schedule K-1, the detail and amounts 

reported to the corporation using box 20, 

code Y. 

• If the corporation received a Form 1041, 

Schedule K-1, the amount of the 

adjustment reported. 

In addition, Regulations section 1.1411-10 

provides special rules with respect to stock of 

CFCs and passive foreign investment 

companies (PFICs) owned by the corporation. 

If the corporation owns, directly or indirectly, 

stock of a CFC or PFIC, then additional 

reporting may be required under code U. 
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CFCs and QEFs. In the case of stock of CFCs 

and QEFs owned directly or indirectly by the 

corporation, the corporation must provide the 

name and EIN (if one has been issued) for 

each CFC and QEF the stock of which is 

owned by the corporation for which an 

election under Regulations section 1.1411-

10(g) is not in effect and with respect to 

which the corporation isn't engaged in a trade 

or business described in section 1411(c)(2). 

For each of these entities, the corporation 

must provide the following information on an 

entity-by-entity basis (to the extent such 

information isn't otherwise identifiable on 

Schedule K-3). 

• Section 951(a) inclusions. 

• Section 951A inclusions to the extent 

allocated to the CFC under section 

951A(f)(2) if the corporation has elected 

entity treatment under Notice 2020-60, 

2020-39 I.R.B. 604. 

• Section 1293(a)(1)(A) inclusions. 
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• Section 1293(a)(1)(B) inclusions. 

• Section 959(d) distributions subject to 

section 1411. 

• Section 1293(c) distributions subject to 

section 1411. 

• Amount of gain or loss derived with 

respect to dispositions of the stock of 

CFCs and QEFs that is taken into account 

for section 1411 purposes. 

• Amounts that are derived with respect to 

the disposition of the stock of CFCs and 

QEFs and included in income as a dividend 

under section 1248 for section 1411 

purposes. 

In the case of stock of CFCs and QEFs directly 

or indirectly owned by the corporation for 

which an election under Regulations section 

1.1411-10(g) is in effect, the corporation 

must provide the following information (to the 

extent such information isn't otherwise 
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identifiable on Schedule K-3), on either an 

aggregate basis or an entity-by-entity basis. 

• Section 951(a) inclusions. 

• Section 951A inclusions to the extent 

allocated to the CFC under section 

951A(f)(2) if the corporation has elected 

entity treatment under Notice 2020-60. 

• Section 1293(a)(1)(A) inclusions.  

• Section 1293(a)(1)(B) inclusions. 

In the case of stock of CFCs and QEFs directly 

or indirectly owned by the corporation with 

respect to which the corporation is engaged in 

a trade or business described in section 

1411(c) (2), the corporation must provide the 

following information (to the extent such 

information isn't otherwise identifiable on the 

Schedule K-3), on either an aggregate or an 

entity-by-entity basis, or may aggregate this 

information with other income derived by the 

corporation that is net investment income 

under section 1411(c)(1)(A)(ii). 
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• Section 951(a) inclusions. 

• Section 951A inclusions to the extent 

allocated to the CFC under section 

951A(f)(2) if the corporation has elected 

entity treatment under Notice 2020-60. 

• Section 1293(a)(1)(A) inclusions. 

• Section 1293(a)(1)(B) inclusions. 

Section 1296 mark-to-market PFICs. In 

the case of stock of PFICs directly or indirectly 

owned by the corporation for which an 

election under section 1296 is in effect, the 

corporation must provide the following 

information (to the extent such information 

isn't otherwise identifiable on Schedule K-3), 

on either an aggregate basis or an entity-by-

entity basis (except as provided below). 

• Amounts included in income under section 

1296(a)(1). 

• Amounts deducted from income under 

section 1296(a)(2). 
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In the case of PFIC stock owned directly or 

indirectly by the corporation for which an 

election under section 1296 is in effect and 

with respect to which the corporation is 

engaged in a trade or business described in 

section 1411(c)(2), the corporation may 

aggregate this information with other income 

derived by the corporation that is net 

investment income under section 1411(c) 

(1)(A)(ii). 

Section 1291 funds. In the case of stock of 

PFICs directly or indirectly owned by the 

corporation with respect to which direct or 

indirect shareholders are subject to section 

1291, the corporation must provide the 

following information (to the extent such 

information isn't otherwise identifiable on 

Schedule K-3), on an entity-by-entity basis. 

• Excess distributions made by a PFIC with 

respect to which the shareholder is 

subject to section 1291. 



354 

• Gains derived with respect to the 

disposition of stock of a PFIC with respect 

to which a shareholder is subject to 

section 1291. 

Section 199A information (code V). The 

qualified business income (QBI) deduction 

may be taken by eligible taxpayers, including 

individuals and some trusts and estates. The 

deduction is determined at the shareholder 

level. S corporations are required to report 

information necessary for their shareholders 

to figure the deduction. Use the code with an 

asterisk (V*) in box 17 on each shareholder’s 

Schedule K-1 and enter “STMT” in the entry 

space to indicate that the information is 

provided on an attached statement separately 

identifying the shareholder’s pro rata share 

of: 

• Qualified items of income, gain, 

deduction, and loss; 

• W-2 wages; 
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• Unadjusted basis immediately after 

acquisition (UBIA) of qualified property; 

• Qualified publicly traded partnership (PTP) 

items; and  

• Section 199A dividends, also known as 

qualified real estate investment trust 

(REIT) dividends. 

Don’t add amounts into a single 

number and report it in box 17 on 

Schedule K-1. The section 199A 

information must be separately identified for 

each trade or business the S corporation 

directly conducts, including specified service 

trades or businesses. 

The S corporation must make an initial 

determination of which items are qualified 

items of income, gain, deduction, and loss at 

its level and report to each shareholder their 

pro rata share of all items that may be 

qualified items at the shareholder level. These 

items must be separately stated where 
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necessary for the shareholder to figure the 

deduction. See Determining the S 

corporation’s QBI or qualified PTP items, later. 

The shareholder must then determine 

whether each item is includible in its QBI. 

In addition, the S corporation must also 

report whether any of its trades or businesses 

are specified service trades or businesses 

(SSTBs) and identify on the statement any 

trades or businesses that are aggregated. 

Note. The S corporation must report the pro 

rata share of qualified items of income, gain, 

deduction, and loss from a PTP so that 

shareholders can determine their qualified 

PTP income. However, W-2 wages and UBIA 

of qualified property from the PTP shouldn’t 

be reported because shareholders can’t use 

that information in figuring their QBI 

deduction. 

S corporations should use Statement A—QBI 

Pass-Through Entity Reporting, or a 

substantially similar statement, to report each 
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shareholder’s pro rata information from each 

trade or business, including QBI items, W-2 

wages, UBIA of qualified property, qualified 

PTP items, and section 199A dividends by 

attaching the completed statement(s) to each 

shareholder’s Schedule K-1. The S 

corporation should also use Statement A to 

report each shareholder’s pro rata share of 

QBI items, W-2 wages, UBIA of qualified 

property, qualified PTP items, and section 

199A dividends reported to the S corporation 

by another entity. 

S corporations should use Statement B—QBI 

Pass-Through Entity Aggregation Election(s), 

or a substantially similar statement, to report 

aggregated trades or businesses and provide 

supporting information to shareholders on 

each Schedule K-1. 

S corporations should use Statement C—QBI 

Pass-Through Entity Reporting—Patrons of 

Specified Agricultural and Horticultural 

Cooperatives, or a substantially similar 
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statement, to report pro rata QBI and W-2 

wages allocable to qualified payments from a 

specified agricultural or horticultural 

cooperative for each trade or business. This 

statement should also be used to report each 

shareholder’s pro rata section 199A(g) 

deduction reported to the S corporation by 

the specified cooperative. 

The S corporation must also report all QBI 

information reported to it by any entity in 

which the S corporation has an ownership 

interest. 

Determining the S corporation’s qualified 

trades or businesses. The S corporation’s 

qualified trades or businesses include its 

section 162 trades or businesses, except for 

SSTBs, or the trade or business of providing 

services as an employee. A section 162 trade 

or business generally includes any activity if 

the taxpayer’s primary purpose for engaging 

in the activity is for income or profit and the S 

corporation is involved in the activity with 
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continuity and regularity. For more 

information on what qualifies as a trade or 

business for purposes of section 199A, see 

the instructions for Form 8995, Qualified 

Business Income Deduction Simplified 

Computation, or Form 8995-A, Qualified 

Business Income Deduction. 

Rental real estate. Rental real estate may 

constitute a trade or business for purposes of 

the QBI deduction if the rental real estate: 

• Rises to the level of a trade or business 

under section 162;  

• Satisfies the requirements for the rental 

real estate safe harbor in Rev. Proc. 2019-

38, 2019-42 I.R.B. 942; or 

• Meets the self-rental exception (that is, 

the rental or licensing of property to a 

commonly controlled trade or business 

conducted by an individual or relevant 

pass-through entity) described in 

Regulations section 1.199A-1(b)(14). 
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The determination of whether rental real 

estate constitutes a trade or business for 

purposes of the QBI deduction is made by the 

S corporation. The S corporation must first 

make this determination and then only 

include the pro rata share of QBI information 

for rental real estate that constitutes a trade 

or business on the statement provided to 

shareholders. Rental real estate that doesn’t 

meet any of the three conditions noted above 

doesn’t constitute a trade or business for 

purposes of the QBI deduction and must not 

be included in the QBI information provided 

to shareholders. 

Specified service trades or businesses 

excluded from qualified trades or 

businesses. SSTBs are generally excluded 

from the definition of a qualified trade or 

business. An SSTB is any trade or business 

providing services in the fields of health, law, 

accounting, actuarial science, performing arts, 

consulting, athletics, financial services, 
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brokerage services, investing and investment 

management, trading or dealing in securities, 

partnership interests, or commodities, or any 

other trade or business where the principal 

asset is the reputation or skill of one or more 

of its employees or owners. The term “any 

trade or business” where the principal asset is 

the reputation or skill of one or more of its 

employees or owners means any trade or 

business that consists of (i) a trade or 

business in which a person receives fees, 

compensation, or other income for endorsing 

products or services; (ii) a trade or business 

in which a person licenses or receives fees, 

compensation, or other income for the use of 

an individual’s image, likeness, name, 

signature, voice, trademark, or any other 

symbols associated with the individual’s 

identity; or (iii) receiving fees, compensation, 

or other income for appearing at an event or 

on radio, television, or another media format. 
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Note. S corporations must separately report 

QBI information for all trades or businesses 

engaged in by the S corporation, including 

SSTBs, and must also identify which trades or 

businesses are SSTBs. 

Aggregation of trades or businesses. An S 

corporation engaged in more than one trade 

or business may choose to aggregate multiple 

trades or businesses into a single trade or 

business for purposes of section 199A if it 

meets the following requirements: 

1. The same person, or group of persons, 

either directly or through attribution, 

owns 50% or more of each trade or 

business for a majority of the tax year, 

including the last day of the tax year, 

and all trades or businesses use the 

same tax year-end; 

2. None of the trades or businesses is an 

SSTB; and 
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3. The trades or businesses to be 

aggregated meet at least two of the 

following three factors: 

a. They provide products, property, 

or services that are the same or 

that are customarily offered 

together; 

b. They share facilities or share 

significant centralized business 

elements, such as personnel, 

accounting, legal, manufacturing, 

purchasing, human resources, or 

information technology 

resources; or 

c. They are operated in coordination 

with, or reliance upon, one or 

more of the businesses in the 

aggregated group. 

If the S corporation chooses to aggregate 

multiple trades or businesses, it must report 

the aggregation on Statement B, or a 
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substantially similar statement, and attach it 

to each Schedule K-1. The statement must 

provide the information necessary to identify 

each separate trade or business included in 

each aggregation, a description of the 

aggregated trades or businesses, and an 

explanation of the factors met that allow the 

aggregation in accordance with Regulations 

section 1.199A-4. The aggregation statement 

must be completed each year to show the S 

corporation's trade or business aggregations. 

Failure to disclose the aggregations may 

cause them to be disaggregated. 

The S corporation's aggregations must be 

reported consistently for all subsequent 

years, unless there is a change in facts and 

circumstances that changes or disqualifies the 

aggregation. The S corporation must provide 

a written explanation for any changes to prior 

year aggregations that describes the change 

in facts and circumstances. 
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If the S corporation directly or indirectly owns 

an interest in another relevant pass-through 

entity (RPE) that aggregates multiple trades 

or businesses, it must attach a copy of the 

RPE's aggregation to each Schedule K-1. The 

S corporation can’t break apart the 

aggregation of another RPE, but it may add 

trades or businesses to the aggregation, 

assuming the requirements above are 

satisfied. 

Determining the S corporation’s QBI or 

qualified PTP items. The S corporation’s 

items of QBI include qualified items of 

income, gain, deduction, and loss from the S 

corporation’s trades or businesses that are 

effectively connected with the conduct of a 

trade or business within the United States. 

This may include, but isn’t limited to, items 

such as ordinary business income or losses, 

section 1231 gains or losses, section 179 

deductions, and interest from debt-financed 

distributions. 
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QBI may also include rental income or losses 

or royalty income, if the activity rises to the 

level of a trade or business, or is a qualified 

trade or business for purposes of section 

199A; and gambling gains or losses, but only 

if the S corporation is engaged in the trade or 

business of gambling. Whether an activity 

rises to the level of a trade or business must 

be determined at the entity level and, once 

made, is binding on shareholders. 

Qualified PTP items include the S 

corporation’s share of qualified items of 

income, gain, deduction, and loss from a PTP 

and may also include gain or loss recognized 

on the disposition of the S corporation’s 

partnership interest that isn’t treated as a 

capital gain or loss. QBI and qualified PTP 

items don’t include the following: 

• Items that aren’t properly includible in 

income; 

• Income that isn’t effectively connected 

with the conduct of business within the 
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United States (go to IRS.gov/ECI for more 

information); 

• Items that are treated as capital gain or 

loss under any provision of the Internal 

Revenue Code; 

• Dividends or dividend equivalents, 

including qualified REIT dividends; 

• Interest income (unless received in 

connection with the trade or business); 

• Wage income; 

• Commodities transactions, or foreign 

currency gains or losses described in 

sections 954(c)(1)(C) or (D); 

• Income, loss, or deductions from notional 

principal contracts under section 

954(c)(1)(F); 

• Annuities (unless received in connection 

with the trade or business); 

• Guaranteed payments described in section 

707(c) received by the entity for services 

rendered to a partnership; or  

https://www.irs.gov/individuals/international-taxpayers/effectively-connected-income-eci
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• Payments described in section 707(a) 

received by the entity for services 

rendered to a partnership. 

Specific instructions for Statement 

A—QBI Pass-Through Entity 

Reporting.  

QBI or qualified PTP items. The S 

corporation must first determine if it is 

engaged in one or more trades or businesses. 

It must then determine if any of its trades or 

businesses are SSTBs. It must also determine 

whether it has qualified PTP items from an 

interest in a PTP. It must indicate the status 

in the appropriate checkboxes for each trade 

or business (or aggregated trade or business) 

or PTP interest reported. 

Note. SSTBs and PTPs can’t be aggregated 

with any other trade or business. So, if the 

aggregation box is checked, the SSTB and 

PTP boxes for that specific aggregated trade 

or business shouldn’t be checked.  
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QBI Flowchart 

S corporations may use this flowchart to determine if an item of income, gain, deduction, or loss is 

includible in QBI reportable to shareholders. 

  



370 

This page intentionally left blank 

 



371 

Next, the S corporation must report to each 

shareholder their pro rata share of all items 

that are QBI or qualified PTP items for each 

trade or business the S corporation owns 

directly or indirectly. Use the QBI flowchart 

above to determine if an item is reportable as 

a QBI item or qualified PTP item subject to 

shareholder-specific determination. 

The descriptions on the statement generally 

match the descriptions reported on Schedule 

K-1. So the amounts should reflect each trade 

or business’s portion of the qualified items of 

income, gain, deduction, or loss reported in 

the applicable box of the shareholder’s 

Schedule K-1. For example, the amount 

reported on the “Ordinary business income 

(loss)” line of this statement should reflect 

the attributable portion of qualified items of 

income, gain, deduction, and loss for each 

trade or business included in the “Ordinary 

business income (loss)” reported in box 1 of 

the shareholder’s Schedule K-1. Each item 
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included under “Other income (loss)” and 

“Other deductions” must be stated separately, 

identifying the nature and amount of each 

item. 

W-2 wages and UBIA of qualified 

property. The S corporation must determine 

the W-2 wages and UBIA of qualified property 

properly allocable to QBI for each qualified 

trade or business, including SSTBs, and 

report the pro rata share to each shareholder 

on Statement A, or a substantially similar 

statement, attached to Schedule K-1. This 

includes the pro rata share of W-2 wages and 

UBIA of qualified property reported to the S 

corporation from any qualified trades or 

businesses of an RPE the S corporation owns 

directly or indirectly. However, S corporations 

that own a direct or indirect interest in a PTP 

may not include any amounts for W-2 wages 

or UBIA of qualified property from the PTP, as 

the W-2 wages and UBIA of qualified property 
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from a PTP aren’t allowed in figuring the W-2 

wage and UBIA limitations. 

The W-2 wages are amounts paid to 

employees described in sections 6051(a)(3) 

and (8). If the S corporation conducts more 

than one trade or business, it must allocate 

the W-2 wages among its trades or 

businesses. See Rev. Proc. 2019-11, 2019-09 

I.R.B. 742 for more information. 

The unadjusted basis of qualified property is 

figured by adding the unadjusted basis of all 

qualified assets immediately after acquisition. 

Qualified property includes all tangible 

property subject to depreciation under section 

167 for which the depreciable period hasn’t 

ended that is held and used for the 

production of QBI by the trade or business 

during the tax year and held on the last day 

of the tax year. The depreciable period ends 

on the later of 10 years after the property is 

placed in service or the last day of the full 
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year for the applicable recovery period under 

section 168. 

Section 199A dividends. The S corporation 

must report the pro rata share of any section 

199A dividends, also known as qualified real 

estate investment trust (REIT) dividends, to 

each shareholder on Statement A, or a 

substantially similar statement, attached to 

Schedule K-1. Section 199A dividends don’t 

have to be separately reported by trades or 

businesses and can be reported as a single 

amount to shareholders. Section 199A 

dividends include any dividend the S 

corporation receives from a REIT held for 

more than 45 days, for which the payment 

isn’t obligated to someone else, isn’t a capital 

gain dividend under section 857(b)(3), and 

isn’t a qualified dividend under section 

1(h)(11), plus any qualified REIT dividends 

received from a regulated investment 

company (RIC). 
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Fiscal year S corporations. For purposes of 

determining the QBI or qualified PTP items, 

UBIA of qualified property, and the aggregate 

amount of qualified section 199A dividends, 

fiscal year-end S corporations include all 

items from the fiscal tax year. 

For purposes of determining W-2 wages, 

fiscal year-end S corporations include 

amounts paid to employees under sections 

6051(a)(3) and (8) for the calendar year 

ended with or within the  

Statement A—QBI Pass-Through Entity 

Reporting 

S corporation’s tax year. If the S corporation 

conducts more than one trade or business, it 

must allocate W-2 wages among its trades or 

businesses. See Rev. Proc. 2019-11 for more 

information. 
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Specific instructions for Statement B—

QBI Pass-Through Entity Aggregation 

Election(s). If the S corporation elects to 

aggregate more than one trade or business 

that meets all the requirements to aggregate, 

the S corporation must report the aggregation 

to shareholders on Statement B, or a 

substantially similar statement, and attach it 

to each Schedule K-1. The S corporation must 

indicate trades or businesses that were 

aggregated by checking the appropriate box 

on Statement A for each aggregated trade or 

business. The S corporation must also provide 

a description of the aggregated trade or 

business and an explanation of the factors 

met that allow the aggregation. 
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Statement A—QBI Pass-Through Entity Reporting  
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The aggregation statement must be 

completed each year to show the S 

corporation's trade or business aggregations. 

Failure to disclose the aggregations may 

cause them to be disaggregated. The S 

corporation's aggregations must be reported 

consistently for all subsequent years, unless 

there is a change in facts and circumstances 

that changes or disqualifies the aggregation. 

The S corporation must provide a written 

explanation for any changes to prior year 

aggregations that describes the change in 

facts and circumstances. 

If the S corporation holds a direct or indirect 

interest in an RPE that aggregates multiple 

trades or businesses, the S corporation must 

also include a copy of the RPE’s aggregations 

with each shareholder’s Schedule K-1. The S 

corporation can’t break apart the aggregation 

of another RPE, but it may add trades or 

businesses to the aggregation, assuming the 

aggregation requirements are satisfied. 
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Specific instructions for Statement C—

QBI Pass-Through Entity Reporting—

Patrons of Specified Agricultural and 

Horticultural Cooperatives.  

QBI items and W-2 wages allocable to 

qualified payments. If the S corporation is a 

patron of a specified agricultural or 

horticultural cooperative, the S corporation 

must provide the pro rata share of QBI items 

and W-2 wages allocable to qualified 

payments from each trade or business to 

each of its shareholders on Statement C, or a 

substantially similar statement, and attach it 

to each Schedule K-1 so each shareholder can 

figure their patron reduction under section 

199A(b)(7). 

QBI items and W-2 wages allocable to 

qualified payments include QBI items included 

on Statement A that are allocable to the 

qualified payments reported to the S 

corporation on Form 1099-PATR from the 

cooperative. 
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Statement B—QBI Pass-Through Entity Aggregation Election(s)  
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Statement C—QBI Pass-Through Entity Reporting—Patrons of Specified Agricultural and 

Horticultural Cooperatives  
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Section 199A(g) deduction. The S 

corporation must report to its shareholders 

their pro rata share of any section 199A(g) 

deduction passed through from the 

cooperative, as reported on Form 1099-PATR. 

Section 199A(g) deductions don’t have to be 

separately reported by trades or businesses 

and can be reported as a single amount to 

shareholders. 

Codes W through Z. Reserved for future 

use.  

Excess taxable income (code AA). If the S 

corporation is required to file Form 8990, 

Limitation on Business Interest Expense 

Under Section 163(j), it may determine it has 

excess taxable income. If so, enter the 

amount from Form 8990, Part III, line 41, for 

excess taxable income on Schedule K. Report 

the shareholder's pro rata share in box 17 of 

Schedule K-1.  
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Excess business interest income (code 

AB). If the S corporation is required to file 

Form 8990, it may determine it has excess 

business interest income. If so, enter the 

amount from Form 8990, Part III, line 42, for 

excess taxable income on Schedule K. Report 

the shareholder's pro rata share in box 17 of 

Schedule K-1. 

Gross receipts for section 448(c) (code 

AC). Provide information shareholders need 

to complete the gross receipts test for section 

448(c) purposes. See the Instructions for 

Form 8990 for details. 

Codes AD through AI. Reserved for future 

use. 

Excess business loss limitation (code 

AJ). If the corporation has deductions 

attributable to a business activity, provide a 

statement showing the aggregate gross 

income or gain and the aggregate deductions 

from the business activity that shareholders 

need to figure any excess business loss 
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limitation. See section 461(l) and the 

Instructions for Form 461 for details. 

Codes AK through AM. Reserved for future 

use. 

Farming and fishing business (code AN). 

In box 17 of  

Schedule K-1, enter code AN followed by an 

asterisk and enter “STMT” in the entry space 

for the dollar amount. Attach a statement to 

Schedule K-1 that provides the shareholder's 

pro rata share of the following amounts. 

1. Gross farming and fishing income the 

shareholder will need to report on line 

42 of Schedule E (Form 1040). See the 

Instructions for Schedule E (Form 

1040) for details. 

2. Gross farming and fishing income and 

gains as well as losses and deductions 

attributable to farming and fishing 

business activities the shareholder 

may need to figure the amounts to 
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report on Schedule J (Form 1040). See 

section 1301. 

Code AO. Reserved for future use. 

Inversion gain (code AP). Any income or 

gain reported on lines 1 through 10 of 

Schedule K that qualifies as inversion gain, if 

the corporation is an expatriated entity or is a 

partner in an expatriated entity. For details, 

see section 7874. Attach a statement to Form 

1120-S that shows the amount of each type 

of income or gain included in the inversion 

gain. The corporation must report each 

shareholder's pro rata share of the inversion 

gain in box 17 of Schedule K-1 using code AP. 

Attach a statement to Schedule K-1 that 

shows the shareholder's pro rata share of the 

amount of each type of income or gain 

included in the inversion gain. 

Codes AQ and AR. Reserved for future use. 
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Qualifying advanced coal project 

property and qualifying gasification 

project property (code AS). Basis in 

qualifying advanced coal project property and 

qualifying gasification or advanced energy 

project property. Attach a statement to 

Schedule K-1 that provides the shareholder's 

pro rata share of the basis amounts the 

shareholder will need to figure the amounts to 

report on Part II, lines 1a, 2a, and 3a; or 

lines 4a and 5a of Form 3468. See the 

Instructions for Form 3468 for details. 

Qualifying advanced energy project 

property (code AT). Basis in qualifying 

advanced energy project property. Attach a 

statement to Schedule K-1 that provides the 

shareholder's pro rata share of the basis 

amounts the shareholder will need to figure 

the amounts to report on Part III, line 1a, of 

Form 3468. See the Instructions for Form 

3468 for details. 
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Advanced manufacturing investment 

property (code AU).  

Basis in advanced manufacturing investment 

facility property. Attach a statement to 

Schedule K-1 that provides the shareholder's 

pro rata share of the basis amounts the 

shareholder will need to figure the amounts to 

report on Part IV, line 1b, of Form 3468. See 

the Instructions for Form 3468 for details. 

Code AV. Reserved for future use. 

Reportable transactions (code AW). If the 

corporation participates in a transaction that 

must be disclosed on Form 8886 (discussed 

earlier), both the corporation and its 

shareholders may be required to file Form 

8886. The corporation must determine if any 

of its shareholders are required to disclose 

the transaction and provide those 

shareholders with information they will need 

to file Form 8886. This determination is based 

on the category(ies) under which a 

transaction qualified for disclosures. See the 
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Instructions for Form 8886 for details. Codes 

AX through BD. Reserved for future use. 

Other information (code ZZ). Any other 

information the shareholders need to prepare 

their tax returns, including information 

needed to prepare state and local tax returns. 

Line 18. More Than One At-Risk Activity 

If the corporation entered into more than one 

activity subject to the at-risk rules (at-risk 

activity), the corporation is required to 

provide information separately for each at-

risk activity to its shareholders. This 

information is reported on an attachment to 

Schedule K-1. Check the box to indicate there 

is more than one at-risk activity for which a 

statement is attached. See At-Risk Activity 

Reporting Requirements under At-Risk 

Limitations, earlier, for details. 

Line 19. More Than One Passive Activity 

If the corporation entered into more than one 

activity (determined for purposes of the 
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passive activity loss and credit limitations), 

the corporation is required to provide 

information separately for each activity to its 

shareholders. This information is reported on 

an attachment to Schedule K-1. Check the 

box to indicate there is more than one 

passive activity for which a statement is 

attached. See Passive Activity Reporting 

Requirements under Passive Activity 

Limitations, earlier, for details. 

Reconciliation 

Line 18. Income/Loss Reconciliation 

(Schedule K Only) 

To the extent the corporation has an amount 

on line 16f of Schedule K (foreign taxes paid 

and accrued), subtract that amount for 

purposes of figuring the corporation's net 

income (loss). The amount reported on line 

18 must be the same as the amount reported 

on line 8 of Schedule M-1 or line 26, column 
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(d), in Part II of Schedule M-3 (Form 1120-

S). 

Schedule L. Balance Sheets 

per Books 

The balance sheets should agree with the 

corporation's books and records. Schedule L 

isn't required to be completed if the 

corporation answered “Yes” to question 11 on 

Schedule B. If the corporation is required to 

complete Schedule L, include total assets 

reported on Schedule L, line 15, column (d), 

on page 1, item F. 

Corporations with total assets of $10 million 

or more on the last day of the tax year must 

file Schedule M-3 (Form 1120-S) instead of 

Schedule M-1. However, see the instructions 

for Schedule M-1, later. See the separate 

Instructions for Schedule M-3 (Form 1120-S) 

for provisions that also affect Schedule L. 
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If the S election terminated during the tax 

year and the corporation reverted to a C 

corporation, the year-end balance sheet 

should generally agree with the books and 

records at the end of the C short year. 

However, if the corporation elected under 

section 1362(e)(3) to have items assigned to 

each short year under normal tax accounting 

rules, the year-end balance sheet should 

agree with the books and records at the end 

of the S short year. 

Line 5. Tax-Exempt Securities 

Include on this line: 

• State and local government obligations, 

the interest on which is excludable from 

gross income under section 103(a); and  

• Stock in a mutual fund or other regulated 

investment company that distributed 

exempt-interest dividends during the tax 

year of the corporation. 

Line 24. Retained Earnings 
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If the corporation maintains separate 

accounts for appropriated and unappropriated 

retained earnings, it may want to continue 

such accounting for purposes of preparing its 

financial balance sheet. Also, if the 

corporation converts to C corporation status 

in a subsequent year, it will be required to 

report its appropriated and unappropriated 

retained earnings on separate lines of 

Schedule L of Form 1120. 

Line 25. Adjustments to Shareholders' 

Equity 

The following are some examples of 

adjustments to report on this line. 

• Unrealized gains and losses on securities 

held “available for sale.” 

• Foreign currency translation adjustments. 

• The excess of additional pension liability 

over unrecognized prior service cost. 
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• Guarantees of employee stock ownership 

plan (ESOP) debt. 

• Compensation related to employee stock 

award plans. 

If the total adjustment to be entered is a 

negative amount, enter the amount in 

parentheses. 

Schedule M-1. Reconciliation of 

Income (Loss) per Books With 

Income (Loss) per Return 

In completing Schedule M-1, the following 

apply. 

• Schedule M-1 isn't required to be 

completed if the corporation answered 

“Yes” to question 11 on Schedule B. 

• Corporations with total assets of $10 

million or more on the last day of the tax 

year must file Schedule M-3 (Form 1120-

S) instead of Schedule M-1. 
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• A corporation filing Form 1120-S that isn't 

required to file Schedule M-3 may 

voluntarily file Schedule M-3 instead of 

Schedule M-1. See the Instructions for 

Schedule M-3 (Form 1120-S) for more 

information. 

• For 2023, corporations that (a) are 

required to file Schedule M-3 (Form 1120-

S) and have less than $50 million total 

assets at the end of the tax year, or (b) 

aren't required to file Schedule M-3 (Form 

1120-S) and voluntarily file Schedule M-3 

(Form 1120-S), must either (i) complete 

Schedule M-3 (Form 1120-S) entirely, or 

(ii) complete Schedule M-3 (Form 1120-S) 

through Part I, and complete Form 1120-

S, Schedule M-1, instead of completing 

Parts II and III of Schedule M-3 (Form 

1120-S). If the corporation chooses to 

complete Schedule M-1 instead of 

completing Parts II and III of Schedule M-

3, line 1 of Schedule M-1 must equal line 
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11 of Part I of Schedule M-3. See the 

Instructions for Schedule M-3 (Form 

1120-S) for more information. 

Line 2 

Report on this line income included on 

Schedule K, lines 1, 2, 3c, 4, 5a, 6, 7, 8a, 9, 

and 10 not recorded on the books this year.  

Describe each such item of income. Attach a 

statement if necessary. 

Line 3b. Travel and Entertainment 

Include any of the following applicable 

expenses. 

• Entertainment expenses not deductible 

under section 274(a). 

• Meal expenses not deductible under 

section 274(n). 

• Qualified transportation fringes not 

deductible under section 274(a)(4). 
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• Expenses for the use of an entertainment 

facility. 

• The part of business gifts over $25. 

• Expenses of an individual over $2,000 

that are allocable to conventions on cruise 

ships. 

• Employee achievement awards of 

nontangible property or tangible property 

over $400 ($1,600 if part of a qualified 

plan). 

• The cost of skyboxes. 

• The part of luxury water travel expenses 

not deductible under section 274(m). 

• Expenses for travel as a form of 

education. 

• Nondeductible club dues. 

• Other nondeductible travel and 

entertainment expenses. 
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An S corporation should include tax-

exempt income from the forgiveness 

of PPP loans on line 5 of the Schedule 

M-1 (if it was included on line 1 of the 

Schedule M-1), or on Part II, line 22, of the 

Schedule M-3, column (c), as a negative 

number (if it was included on line 22 in 

column (a) as income per income statement). 

If the corporation has an amount on 

line 16f of Schedule K (foreign taxes 

paid and accrued), take that amount 

into account for purposes of figuring expenses 

and deductions to enter on lines 3 and 6. 
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Schedule M-2. Analysis of 

Accumulated Adjustments 

Account, Shareholders' 

Undistributed Taxable Income 

Previously Taxed, Accumulated 

Earnings and Profits, and Other 

Adjustments Account 

Column (a). Accumulated Adjustments 

Account 

The accumulated adjustments account (AAA) 

is an account of the S corporation that 

generally reflects the accumulated 

undistributed net income of the corporation 

for the corporation's post-1982 years. S 

corporations with accumulated earnings and 

profits (AE&P) must maintain the AAA to 

determine the tax effect of distributions 

during years as an S corporation, the post-

termination transition period, and cash 

distributions following a post-termination 

transition period. An S corporation without 
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AE&P doesn't need to maintain the AAA in 

order to determine the tax effect of 

distributions. Nevertheless, if an S 

corporation without AE&P engages in certain 

transactions to which section 381(a) applies, 

such as a merger into an S corporation with 

AE&P, the S corporation must be able to 

calculate its AAA at the time of the merger for 

purposes of determining the tax effect of 

post-merger distributions. Therefore, it is 

recommended that the AAA be maintained by 

all S corporations. 

On the first day of the corporation's first tax 

year as an S corporation, the balance of the 

AAA is zero. At the end of the tax year, adjust 

the AAA for the items as explained below and 

in the order listed. 

1. Increase the AAA by income (other 

than tax-exempt income) and the 

excess of the deduction for depletion 

over the basis of the property subject 

to depletion (unless the property is an 
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oil and gas property the basis of which 

has been allocated to shareholders). 

2. Generally, decrease the AAA by 

deductible losses and expenses, 

nondeductible expenses (other than 

expenses related to tax-exempt 

income), and the sum of the 

shareholders' deductions for depletion 

for any oil or gas property held by the 

corporation as described in section 

1367(a)(2)(E). If deductible losses and 

expenses include the fair market value 

(FMV) of certain contributed property 

(discussed earlier), further adjust AAA 

by adding back the FMV of the 

contributed property and subtracting 

instead the property's adjusted basis. 

If the total decreases under (2) exceed 

the total increases under (1) above, 

the excess is a “net negative 

adjustment.” If the corporation has a 

net negative adjustment, don't take it 
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into account under (2). Instead, take it 

into account only under (4) below. 

3. Decrease AAA (but not below zero) by 

property distributions (other than 

dividend distributions from AE&P), 

unless the corporation elects to reduce 

AE&P first. See Distributions, later, for 

definitions and other details. 

4. Decrease AAA by any net negative 

adjustment. For adjustments to the 

AAA for redemptions, reorganizations, 

and corporate separations, see 

Regulations section 1.1368-2(d). 

The AAA may have a negative balance 

at year end. See section 1368(e). 

Column (b). Shareholders' Undistributed 

Taxable Income Previously Taxed 

The shareholders' undistributed taxable 

income previously taxed account, also called 

previously taxed earnings and profits (PTEP), 

is maintained only if the corporation had a 
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balance in this account at the start of its 2023 

tax year. If there is a beginning balance for 

the 2023 tax year, no adjustments are made 

to the account except to reduce the account 

for distributions made under section 1375(d) 

(as in effect before the enactment of the 

Subchapter S Revision Act of 1982). See 

Distributions, later, for the order of 

distributions from the account. 

Each shareholder's right to nontaxable 

distributions from PTEP is personal and can't 

be transferred to another person. The 

corporation is required to keep records of 

each shareholder's net share of PTEP. 

Column (c). Accumulated Earnings and 

Profits 

If the corporation was a C corporation in a 

prior year, or if it engaged in a tax-free 

reorganization with a C corporation, enter the 

amount of any AE&P at the close of its 2022 

tax year on line 1 in column (c). For details 

on figuring AE&P, see section 312. Estimates 
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based on retained earnings at the end of the 

tax year are acceptable. If the corporation 

has AE&P, it may be liable for tax imposed on 

excess net passive income. See Excess net 

passive income tax, earlier, for details on this 

tax. 

Column (d). Other Adjustments Account 

The other adjustments account is adjusted for 

tax-exempt income (and related expenses) 

and federal taxes attributable to a C 

corporation tax year. After these adjustments 

are made, the account is reduced for any 

distributions made during the year. See 

Distributions, later. 

PPP loans. An S corporation should 

include tax-exempt income from the 

forgiveness of PPP loans in column (d) 

on line 3 of the Schedule M-2. 

An S corporation should report expenses paid 

this year with proceeds from PPP loans that 
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were forgiven this year in column (d) on line 

5 of the Schedule M-2. 

If column (a) on line 2 or line 4 of the 

Schedule M-2 includes expenses paid with 

proceeds from forgiven PPP loans, an S 

corporation should report that amount in 

column (a) on line 3 and in column (d) on line 

5 of the Schedule M-2. 

If column (a) on line 1 of the Schedule M-2 

includes expenses that were paid in a prior 

year with proceeds from PPP loans that were 

forgiven this year, an S corporation should 

report that amount in column (a) on line 3 

and in column (d) on line 5 of the Schedule 

M-2. 

Distributions 

General rule. Unless the corporation makes 

one of the elections described below, property 

distributions (including cash) are applied in 

the following order (to reduce accounts of the 

S corporation that are used to figure the tax 
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effect of distributions made by the 

corporation to its shareholders). 

1. Reduce the AAA determined without 

regard to any net negative adjustment 

for the tax year (but not below zero). 

If distributions during the tax year 

exceed the AAA at the close of the tax 

year, determined without regard to 

any net negative adjustment for the 

tax year, the AAA is allocated pro rata 

to each distribution made during the 

tax year. See section 1368. 

2. Reduce shareholders' PTEP account for 

any section 1375(d) (as in effect 

before 1983) distributions. A 

distribution from the PTEP account is 

tax free to the extent of a 

shareholder's basis in the 

shareholder's stock in the corporation. 

3. Reduce AE&P. Generally, the S 

corporation has AE&P only if it hasn't 

distributed E&P accumulated in prior 
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years when the S corporation was a C 

corporation (section 1361(a)(2)). See 

section 312 for information on E&P. 

The only adjustments that can be 

made to the AE&P of an S corporation 

are: 

a. Reductions for dividend 

distributions; 

b. Adjustments for redemptions, 

liquidations, reorganizations, 

etc.; and 

c. Reductions for investment credit 

recapture tax for which the 

corporation is liable. 

See section 1371(c) and (d)(3). 

4. Reduce the other adjustments account 

(OAA). 

5. Reduce any remaining shareholders' 

equity accounts. 
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Elections relating to source of 

distributions. The corporation may modify 

the above ordering rules by making one or 

more of the following elections. 
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Schedule M-2 Worksheet 
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Election to distribute AE&P first. If the 

corporation has AE&P and wants to distribute 

from this account before making distributions 

from the AAA, it may elect to do so with the 

consent of all its affected shareholders 

(section 1368(e)(3)(B)). This election is 

irrevocable and applies only for the tax year 

for which it is made. For details on making 

the election, see Statement regarding 

elections, later. 

Election to make a deemed dividend. If 

the corporation wants to distribute all or part 

of its AE&P through a deemed dividend, it 

may elect to do so with the consent of all its 

affected shareholders (section 

1368(e)(3)(B)). Under this election, the 

corporation will be treated as also having 

made the election to distribute AE&P first. The 

amount of the deemed dividend can't exceed 

the AE&P at the end of the tax year. The E&P 

at year end is first reduced by any actual 

distributions of AE&P made during the tax 
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year. A deemed dividend is treated as if it 

were a pro rata distribution of money to the 

shareholders, received by the shareholders, 

and immediately contributed back to the 

corporation, all on the last day of the tax 

year. This election is irrevocable and applies 

only for the tax year for which it is made. For 

details on making the election, see Statement 

regarding elections, later. 

Election to forego PTEP. If the corporation 

wants to forego distributions of PTEP, it may 

elect to do so with the consent of all its 

affected shareholders (section 

1368(e)(3)(B)). Under this election, item (2) 

under General rule, earlier, doesn't apply to 

any distribution made during the tax year. 

This election is irrevocable and applies only 

for the tax year for which it is made. For 

details on making the election, see Statement 

regarding elections next. 
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Statement regarding elections. To make 

any of the above elections, the corporation 

must attach a statement to a timely filed 

original or amended Form 1120-S for the tax 

year for which the election is made. In the 

statement, the corporation must identify the 

election it is making and must state that each 

shareholder consents to the election. The 

statement of election to make a deemed 

dividend must include the amount of the 

deemed dividend distributed to each 

shareholder. For more details on the election, 

see Regulations section 1.1368-1(f)(5). 

Example 

The following example shows how the 

Schedule M-2 accounts are adjusted for items 

of income (loss), deductions, and distributions 

reported on Form 1120-S. In this example, 

the corporation has no PTEP or AE&P. 
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Items per return are:  

1. Page 1, line 22 income—$10,000; 

2. Schedule K, line 2 loss—($3,000); 

3. Schedule K, line 4 income—$4,000; 

4. Schedule K, line 5a income—$16,000; 

5. Schedule K, line 12a deduction—

$24,000; 

6. Schedule K, line 12d deduction—

$3,000; 

7. Schedule K, line 13g work opportunity 

credit—$6,000; 

8. Schedule K, line 16a tax-exempt 

interest—$5,000; 

9. Schedule K, line 16c nondeductible 

expenses—$6,000 (reduction in 

salaries and wages for work 

opportunity credit); and 

10. Schedule K, line 16d distributions—

$65,000. 
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Based on items (1) through (10) above and 

starting balances of zero, the columns for the 

AAA and the other adjustments account are 

completed as shown in the Schedule M-2 

Worksheet. 

For the AAA, the worksheet line 3—$20,000 

amount is the total of the Schedule K, lines 4 

and 5a income of $4,000 and $16,000. The 

worksheet line 5—$36,000 amount is the 

total of the Schedule K, line 2 loss of 

($3,000), line 12a (code A) deduction of 

$24,000, line 12d (code ZZ) deduction of 

$3,000, and the line 16c nondeductible 

expenses of $6,000. The worksheet line 7 is 

zero. The AAA at the end of the tax year 

(figured without regard to distributions and 

the net negative adjustment of $6,000) is 

zero, and distributions can't reduce the AAA 

below zero. 

For the other adjustments account, the 

worksheet line 3 amount is the Schedule K, 

line 16a, tax-exempt interest income of 
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$5,000. The worksheet line 7 amount is 

$5,000, reducing the other adjustments 

account to zero. The remaining $60,000 of 

distributions aren't entered on Schedule M-2. 

Paperwork Reduction Act Notice.  We ask 

for the information on these forms to carry 

out the Internal Revenue laws of the United 

States. You are required to give us the 

information. We need it to ensure that you 

are complying with these laws and to allow us 

to figure and collect the right amount of tax. 

You are not required to provide the 

information requested on a form that is 

subject to the Paperwork Reduction Act 

unless the form displays a valid OMB control 

number. Books or records relating to a form 

or its instructions must be retained as long as 

their contents may become material in the 

administration of any Internal Revenue law. 

Generally, tax returns and return information 

are confidential, as required by section 6103. 
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Estimates of Taxpayer Burden. The 

following tables show burden estimates based 

on current statutory requirements as of 

December 2023, for taxpayers filing 2023 

Forms 1065, 1066, 1120, 1120-C, 1120-F, 

1120-H, 1120-ND, 1120-S, 1120-SF, 1120-

FSC, 1120-L, 1120-PC, 1120-REIT, 1120-RIC, 

1120-POL, and related attachments. Time 

spent and out-of-pocket costs are presented 

separately. Time burden is broken out by 

taxpayer activity, with reporting representing 

the largest component. Out-of-pocket costs 

include any expenses incurred by taxpayers 

to prepare and submit their tax returns. 

Examples include tax return preparation and 

submission fees, postage and photocopying 

costs, and tax preparation software costs. 

While these estimates don’t include burden 

associated with post-filing activities, IRS 

operational data indicate that electronically 

prepared and filed returns have fewer 

arithmetic errors, implying lower post-filing 

burden. 



418 

Reported time and cost burdens are national 

averages and don't necessarily reflect a 

“typical” case. Most taxpayers experience 

lower than average burden, with taxpayer 

burden varying considerably by taxpayer 

type. 

The average burden for partnerships filing 

Forms 1065 and related attachments is about 

60 hours and $5,000; the average burden for 

corporations filing Form 1120 and associated 

forms is about 105 hours and $6,700; and 

the average burden for Forms 1120-REIT, 

1120-RIC, 1120-S, and all related 

attachments is 65 hours and $4,400. Within 

each of these estimates there is significant 

variation in taxpayer activity. Tax preparation 

fees and other out-of-pocket costs vary 

extensively depending on the tax situation of 

the taxpayer, the type of software or 

professional preparer used, and the 

geographic location. Third-party burden hours 

are not included in these estimates.  
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Note.The data shown are the best estimates for 2023 business 

entity income tax returns. Reported time and cost burdens are 

national averages and do not reflect a “typical” case. Most 

taxpayers experience lower than average burden varying 

considerably by taxpayer type. The estimates are subject to 

change as new forms and data become available. 

Comments and suggestions. We welcome your comments 

about these forms and suggestions for future editions. 

You can send us comments through IRS.gov/FormComments. 

Or you can write to the Internal Revenue Service, Tax Forms 

and Publications Division, 1111 Constitution Ave. NW, IR-6526, 

Washington, DC 20224. 

Although we can’t respond individually to each comment 

received, we do appreciate your feedback and will consider your 

comments and suggestions as we revise our tax forms, 

instructions, and publications. Don't send tax questions, tax 

returns, or payments to the above address. 

  

https://www.irs.gov/forms-pubs/comment-on-tax-forms-and-publications
https://www.irs.gov/forms-pubs/comment-on-tax-forms-and-publications
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B 
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C 
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Cost of goods sold 15 
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D 

Deductions 16, 30 

Deductions from oil and gas  

properties 37 

Deductions, limitations on 16 

Depletion 19 

Depletion (other than oil and gas) 37 

Depreciation 19 

Digital assets 23 

Direct deposit of refund 2, 22 

Distributions 49 

Distributions, property 39 

E 

Election, termination of 2 

Elective payment election 22 

Electronic filing 3 
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Electronic filing waiver 3 

Employee benefit programs 19 

Employer identification number  

(EIN) 14 

Energy efficient commercial buildings 

deduction 20 

Estimated tax payment 5, 22 

Estimated tax penalty 22 

Exception to filing Schedule K-2 36 

Exemptions 3 

Expenses, nondeductible–Sch.  

K or K-1 39 

Extension of time to file 3 

F 

Farming, special rules 16 

Final return 14 
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Forgiveness of PPP loans 49 

Forms and Publications, how to get 2 

G 

Gain (loss), section 1231–Sch.  

K or K-1 29 

Gain, ordinary 15 

Gross receipts 14 

I 

Income 14 

Income from oil and gas properties 37 

Income, rental activities 27 

Income, tax-exempt 38 

Income, trade or business activities 26 

Installment sales 14  

Interest deduction 18 

Interest due on tax payment 5 
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Interest expense, investment 32 

International transactions 36 

Inventory 16 

Investment income and expenses 39 

L 

Loans from shareholders 39 

Lobbying expenses, nondeductible 20 

Low-income housing credit 33  

Low-income housing credit recapture 40 

M 

Multiple activities–reporting 

requirements 25 

N 

Net investment income (code U) 41 

Net investment income tax reporting 

requirements 13 
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O 

Officer compensation 17 

P 

Passive activities–rental 9 

Passive activities–reporting 

requirements 12 

Passive activity limitations 8 

Penalties 5 

Pension, profit-sharing, etc., plans 19 

Portfolio income 10, 27 

PPP loan forgiveness 23, 49 

PPP reporting 38 

Preparer, tax return 3 

Private delivery services 3 

Property distributions 39 
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Q 

Qualified business income deduction 42 

Qualified opportunity funds 8  

Qualified rehabilitation expenditures 34 

R 

Recapture, low-income housing credit 40 

Recapture, section 179 deduction 40 

Recordkeeping 6 

Reforestation 21, 33 

Regulations section 1.1411-10(g) 7 

Related party transactions 16 

Religious exemption 3 

Rental activities, income and  

expenses 27 

Rental deduction 18  

Return, amended 6 
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S 

Salaries and wages 17 

Sales 14 

Schedule K-2 36 

Schedule K-3 36 

Schedule L 47 

Schedule M-1 48 

Schedule M-2 48 

Schedule M-3 13 

Section 1400Z-1 8 

Section 1411 election with respect to 

CFCs and QEFs 7 

Section 179 expense 30 

Section 199A information 42 

Section 263A rules 16 

Section 59(e)(2) expenditures 32 
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Self-charged interest 10 

Substitute Sch. K-1 24 

T 

Tax issues, unresolved 2 

Taxes and licenses deduction 18 

Taxes due 21 

Termination of S election 2  

Travel and entertainment deduction 20 

W 

When to file 3 

Where to file 4 

Who must file 2 

Who must sign 3 

 

 

 



432 

This page intentionally left blank 


