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Disclaimer

This presentation is for informational purposes only. 
For specific tax guidance, please consult a 
certified public accountant (CPA), 
bookkeeper, or tax preparer.
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WHO is 1065 for?

PARTNERSHIPS WITH 2 OR MORE PARTNERS

● does NOT have to be incorporated
● foreign partnerships (some exceptions)
● exception available to married partners (Qualified Joint Venture)

EXCLUDES

● domestic partnerships electing S-corp
● joint ventures for sharing expenses



WHAT is 1065 for?

● 1065 reports income items 
such as profit or loss and other 
financial information. 

● These "pass through" to the 
partners according to their 
share, and are included by 
them on their individual tax 
returns.

● A K-1 form is created for each 
partner and will affect income 
and self-employment tax due for 
the recipient.

DUE 15th day of 3rd month 

following the end of the tax year 

(usually March 15). 

Financial penalties apply!



Other Potential Forms

SCHEDULE B1, or C & M-3

info on 50%+ partner(s)

SCHEDULE F

farming

FORM 8825

rental real estate

SCHEDULE D

investments

FORM 4562

depreciation

FORM 4797/8949

sale of business property

FORM 1125-A

cost of goods sold

FORM 8941

small employer health insurance



Form Header

 NAICS CODE.

NAICS is the North American Industry Classification System

 MAILING, NOT PHYSICAL ADDRESS.

 SEE INSTRUCTIONS.



Income & Deductions (Expenses)

SEE FORM INSTRUCTIONS



Tax & Payment

BEYOND TODAY’S SCOPE - CONSULT A CPA



Schedule B | Pages 2-4 (33 questions)

THE IRS WANTS TO KNOW:

● entity type
● any owner with ≥50% interest
● if the business owns ≥20% of 

another entity
● whether receipts and assets 

exceed certain thresholds
● if the business is publicly 

traded (shares on securities 
exchange)

 

● if the business has interest in a 
foreign account or trust, or other 
foreign assets

● whether basis adjustments were 
needed

● foreign partners, if any
● about crypto transactions
● and more!



Schedule B | Pages 2-4 (33 questions)



Schedule K | Page 5 (partners’ add’l share items)

NONBUSINESS INCOME

● guaranteed payments
● real estate & investment
● interest
● dividends

OTHER DEDUCTIONS

● certain deductions related to 
asset purchases 

● deductible charitable 
contributions

● investment interest expense
● medical expenses for partners
● retirement expenses for partners

CREDITS

ITEMS BEYOND TODAY’S SCOPE

Net earnings from self employment 

will affect each partner’s self-

employment tax. 

Worksheet in instructions.



Schedule K | Page 5 (partners’ add’l share items)



Schedule L | Page 6 (balance sheet)

NOT REQUIRED IF:

● total receipts less than $250,000
● total assets less than $1 million
● schedules K-1 filed with return and given to partners on time
● not required or not opting to file schedule M-3 Net Income (Loss) 

Reconciliation
○ M-3 required if an entity that owns ≥50% interest has assets ≥

$10 million or total receipts ≥$35 million



Schedule M-2 | Page 6 (partners’ capital accts)

FIGURES THE PARTNERS’ BASIS IN THE BUSINESS:

Changes to each partner's basis affects things like their personal loss 
limitations, gain at sale of assets, etc.



Schedule K-1 Deliverable

ITEMS OF INCOME & DEDUCTION

CARRY TO EACH K-1:

PARTNERSHIP AGREEMENT

rights and responsibilities
of each partner

OPERATING AGREEMENT

overall management and 
decision-making processes



Schedule K-1 Deliverable

● The partners are liable for tax on their shares of the partnership 
business income, whether or not it was distributed.

● They are also individually liable for tax on other types of income 
such as guaranteed payments, payments for services, or health 
insurance premiums, or dividends paid to the business.



Schedule K-1 Deliverable



Reporting Your K-1 Information

EACH PARTNER’S SITUATION IS UNIQUE, CONSULT YOUR CPA OR TAX 
PREPARER:

● passive vs active income
● material participation
● at-risk rules and personal loss limitations (carry forward amounts)
● unreimbursed partnership expenses (per partnership agreement)
● other, non-partnership income
● personal deductions & credits
● personal tax brackets



Other Small Business Concerns

● BENEFICIAL OWNERSHIP REPORTING

● SALES AND EMPLOYMENT TAXES

● SCHEDULE E FOR INDIVIDUAL PARTNERS
○ Vehicle or home office expense (per partnership agreement)



Thank you!
Register for no-cost, 
1:1 advising at:
coloradosbdc.org
northwestsbdc.org


