Schedule K-1: In Scope for VITA?

Schedule K-1 is used to report the taxpayer’s share of income, other distributions, deductions,
and credits from partnerships, S corporations, and some estates and trusts.

Income reported on Schedule K-1 that is in scope for VITA includes:

* Interestincome

e Dividend income

e Qualified dividends income

e Section 199A dividends

e Net short-term capital gains and losses
e Net long-term capital gains and losses

e Tax-exempt interest income

* Royalty income with no expenses

e Home rental (MIL certification required)

What Schedule K-1 situations are out of scope for VITA?

Income reported on Schedules K-1 (other than what is listed above)
Deductions, credits, and other items reported on Schedules K-1
Royalty income with expenses

Taxpayers who rent their property at less than fair rental value
Rental-related interest expenses other than mortgage interest

Taxpayers who filed or need to file Form(s) 1099

The following pages contain examples of Schedule K-1s with notes of which boxes and codes
are out of scope.

Note: The Pub 4012 Scope of Service chart mentions that "Rental of personal residence for less
than 15 days for the year is not considered a rental activity and is not taxable income
(Advanced) unless taxpayer is in the rental business or cleaning, linen, food or similar services
were provided during the rental period (out of scope).”
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Schedules K-1

m Income>Other Income>K-1 Earnings ; or Keyword: K-1

Schedule K-1

Schedule K-1 Form 1065 0
Schedule K-1 Form 11208 9
Schedule K-1 Form 1041 9

Schedule E (Page 2) Question

Schedule E (Page 2) Question

[] Check here if you are reporting losses not allowed in prior years due to the at-risk or basis limitations,
passive losses not reported on Form 8582, or unreimbursed partnership expenses

Choose the correct option based on the form that the Schedule K-1 comes from. The form number is identi-
fied at the top-left of the schedule beneath the words "Schedule K-1," as shown on the next 3 pages.

1. The taxpayer's Schedule K-1 may come from a Form 1065 (Partnership).

2. The taxpayer's Schedule K-1 may come from a Form 1120-S (S-Corporation)

3. Or, the taxpayer's Schedule K-1 may come from a Form 1041 (Estate or Trust) tax return.
4. This situation is Out of Scope.

Income reported on Schedule K-1 that is In Scope includes:

Interest income

Dividend income

Qualified Dividend income

Net short-term capital gains and losses (Schedule D)
Net long-term capital gains and losses (Schedule D)
Tax-exempt interest income

Royalty income (Schedule E)

Foreign tax credit

199A dividends

If the K-1 includes any deductions, expenses, credits, or other items not listed above, the return is Out of Scope.

@ Most in scope K-1s will be from a passive entity, and the taxpayer’s investment will be at risk. Be sure

to select these boxes in the software, if applicable. TaxSlayer may give you a warning if the At-Risk
box is left blank.
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Schedule K-1 (Form 1041) Instructions and Scope

661117
[ ] Final K-1 [ ] Amended K-1 OMB No. 1545-0092
ET:d11] Beneficiary’s Share of Current Year Income,
Schedule K-1 2023 Deductions, Credlts and Other Items
(FOI"ITI 1041) 1 Interest income Final year deductions
Department of the Treasul For calendar year 2023, or tax year
Intgrnal Revenue Service i Short Term Cap Loss
¢ Carryover
beginning /12023 ending /I 2a | Ordinary dividends Long Term Cap Loss
- ’ . D Carryover
Beneficiary’s Share of Income, Deductions, [+ —raavass
Cred Its’ etc- See back of form and instructions. Other Codes O0S
Information About the Estate or Trust 3 Netshort-term capital gain
A Estate’s or trust’s employer identification number
4 | Net long-term capital gain
B Estate’s or trust’s name 4b  28% rate gain 12 Alternative minimum tax adjustment
00s
4c | Unrecaptured section 1250 gain
00s
5 Other portfolio and
C Fiduciary’s name, address, city, state, and ZIP code nonbusiness income
00s
6  Ordinary business income
00S

7  Net rental real estate income
OQS | 18 | Credits and credit recapture

8 | Other rental income A Estimated Tax Paid
00S
9  Directly apportioned deductions B Income Tax Withheld
D D Check if Form 1041-T was filed and enter the date it was filed OOS
Cc-z 00S
14 Other information
E D Check if this is the final Form 1041 for the estate or trust Tax-exempt interest
Information About the Beneficiary 10 Estate tax deduction B e Foreign Taxes
F Beneficiary’s identifying number On|y enter for
|  Sec.199A REIT
G Beneficiary’s name, address, city, state, and ZIP code dividends, otherwise
disregard (see Tab F).

Codes F, G, H: O0OS

* See attached statement for additional information.
Note: A statement must be attached showing the
beneficiary’s share of income and directly apportioned
deductions from each business, rental real estate, and
other rental activity.

00S = Out of Scope; if any item is OOS, then the return is OOS (not unique to Schedules K-1).
1. Disregard Box 12 if AMT does not apply (will not apply if AGl is less than $137,000 for MFJ or QSS,
$68,500 for MFS, or $88,100 for all other filing statuses). If AMT applies, the return is Out of Scope.

2. The taxpayer can claim this as a deduction on Schedule A, Line 16, other itemized deductions not
subject to 2%, if itemizing. Enter in TaxSlayer on Form 1041 Schedule K-1.

3. Box 14b does not appear in the TaxSlayer Form 1041 K-1 entry screen. Instead make the following entries:
a. Enter amounts for Code B in Deductions>Credits>Foreign Taxes Paid, see Tab G.
b. Enter in state as needed.
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Schedule K-1 (Form 1120-S) Instructions and Scope

Schedule K-1
(Form 1120-S)

2023

[ Final K-1

D Amended K-1

671121

OMB No. 1545-0123

*Z1ad|l] Shareholder’s Share of Current Year Income,
Deductions, Credits, and Other Items

Department of the Treasury For calendar year 2023, or tax year 1 | Ordinary business income (loss) 13 | Credits
Internal Revenue Service 00S o Tax Withheld
beginning / / 2023 ending / / 2 | Net rental real estate income (loss)
Other Codes OOS
, . 00Ss
Shareholder’s Share of Income, Deductions, 3 | Other net rental income (10ss)
Credlts, etc. See separate instructions. 00S
) . 4 | Interest Income
a4l Information About the Corporation
A Corporation’s employer identification number 5a | Ordinary dividends
B Corporation’s name, address, city, state, and ZIP code 5b | Qualified dividends 14 | Schedule K-3 is attached if
checked . - O
6 | Royalties 15 | Alternative minimum tax (AMT) items
7 | Net short-term capital gain (loss)
C IRS Center where corporation filed return 8a | Net long-term capital gain (loss)
D Corporation’s total number of shares 8b | Collectibles (28%) gain (loss)
Beginning of tax year OOS
End of tax year 8¢ | Unrecaptured section 1250 gain
00S
. 9 | Net section 1231 gain (loss) 16 | ltems affecting shareholder basis
G4l Information About the Shareholder oos| A Tax-exempt Interest
E Shareholder’s identifying number 10 | Other income (loss) c Nondeductible expenses
00S Adjust or State as needed
F  Shareholder’s name, address, city, state, and ZIP code F Foreign tax paid
or accrued
Other Codes OOS
17 | Other information
G Current year allocation percentage . . . % U
11 | Section 179 deduction OnIy enter for
H Shareholder’s number of shares 00S Vv Sec. 199A REIT
Beginning of tax year 12 | Other deductions dividends, otherwise
End of tax year H |In Scope only if not itemizing disregard (see Tab F).

I Loans from shareholder
Beginning of tax year -

Endoftaxyear . . . . . . . §

Other Codes O0OS

Other Codes O0OS

@0

00S = Out of Scope; if any item is OOS, then the return is OOS (not unique to Schedules K-1).

1. Disregard Box 15 if AMT does not apply (will not apply if AGl is less than $137,000 for MFJ or QSS,
$68,500 for MFS, or $88,100 for all other filing statuses). If AMT applies, the return is Out of Scope.

2. No need to enter in TaxSlayer (Box 16 Code C and Box 17 Code U).
3. Box 16f does not appear in the TaxSlayer Form 1120-S K-1 entry screen. Instead make the following

entries:

a. Enter amounts for Code F in Deductions>Credits>Foreign Taxes Paid, see Tab G.

b. Enter in state as needed.
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Schedule K-1 (Form 1065) Instructions and Scope

651123
[] Final k-1 [ ] Amended K-1 OMB No. 1545-0123
Schedule K-1 2@2 3 Partner’s Share of Current Year Income,
(Form 1065) Deductions, Credits, and Other Items
Department of the Treasury 1 Ordinary business income (loss) 14  Self-employment earnings (loss)
Internal Revenue Service For calendar year 2023, or tax year 00S
beginning ‘ / / 2023 | ending | / / | 2 Net rental real estate income (loss)
Partner’s Share of Income, Deductions, . 00S .
. 3 | Other net rental income (loss) 15  Credits
Credits, etc. 00Ss| 0 Tax Withheld
m Information About the Partnership 4a  Guaranteed payments for services
A Partnership’s employer identification number OOS Other Codes O0S
4b  Guaranteed payments for capital 16  Schedule K-3 is attached if
B Partnership’s name, address, city, state, and ZIP code OOS checked . . D
4c | Total guaranteed payments 17 Alternative minimum tax (AMT) items
00Ss
5  Interest Income
[ IRS center where partnership filed return:
D[] Gheck if this is a publicly traded partnership (PTP) 6a  Ordinary dividends
Information About the Partner
E  Partner's SSN or TIN (Do not use TIN of a disregarded entity. See instructions)) | 6b | Qualified dividends 18  Tax-exempt income and
nondeductible expenses
F  Name, address, city, state, and ZIP code for partner entered in E. See instructions. | 6¢ | Dividend Equivalents A Tax-exempt Interest
Nondeductible expenses
7 Royalties B,C Adjust or State as needed
G [ General partneror LLC [ Limited partner or other LLC 8 | Net short-term capital gain (loss) Other Codes OOS|
member-manager member 19  Distributions
H1 [ Domestic partner [ Foreign partner 9a  Net long-term capital gain (loss) N/A Disregard
H2 D If the partner is a disregarded entity (DE), enter the partner’s:
TIN Name 9b  Collectibles (28%) gain (loss)
11 What type of entity is this partner? OOS 20  Other information
12 If this partner is a retirement plan (IRA/SEP/Keogh/etc.), check here@ 9c  Unrecaptured section 1250 gain Y
J  Partner’s share of profit, loss, and capital (see instructions): OOS
Beginning 10  Net section 1231 gain (loss) OnIy enter for
Profit % % OOS Sec. 199A REIT
Loss 11 Other income (loss) dividends, otherwise
Capital % % 00s disregard (see Tab F).
Check if decrease is due to:
D Sale or D Exchange of partnership interest. See instructions.
K1 Partner’s share of liabilities: 12 | Section 179 deduction 21 Foreign taxes paid or accrued
Beginning Ending 0O0Ss
Nonrecourse . . $ $ 13 | Other deductions
Qualiied nonrecourse H In Scope only if not itemizing
financing . . . § $
Recourse . . . §$ $ Other Codes OOS
K2  Check this box if item K1 includes liability amounts from lower-tier partnerships D
K3 Check if any of the above liability is subject to guarantees or other
payment obligations by the partner. See instructions . D 22 D More than one activity for at-risk purposes*
L Partner’s Capital Account Analysis 23 D More than one activity for passive activity purposes*
Beginning capitalaccount . . . § *See attached statement for additional information.
Capital contributed during theyear . . $
Current year netincome (loss) . . . § %‘
Other increase (decrease) (attach explanation) $ %
Withdrawals and distributions . $.( ) | 38
Ending capital account . $ If negative, 00S

00S = Out of Scope; if any item is OOS, then the return is OOS (not unique to Schedules K-1).

1.

Disregard Box 17 if AMT does not apply (will not apply if AGI is less than $137,000 for MFJ or QSS,
$68,500 for MFS, or $88,100 for all other filing statuses). If AMT applies, the return is Out of Scope.

No need to enter in TaxSlayer (Box 18 Codes B and C, and Box 20 Code Y).

Disregard the Form 1065 Schedule K-1 if box 12 is checked (indicating that the partner is a retirement

plan such as an IRA).

Box 21 does not appear in the TaxSlayer Form 1065 K-1 entry screen. Instead make the following entries:

a. Enter amounts for Line 21 in Deductions>Credits>Foreign Taxes Paid, see Tab G.

b. Enter in state as needed.
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