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PRIVATE & CONFIDENTIAL
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1  Executive summary
Investor: Investor Sample
Investment entity: Investor’s Company
Tax year: [YYYY]
Entity type: X S corporation   ☐ Partnership   ☐ C corporation   ☐ Other: ______
At a glance
	Measure
	Current year
	Prior year
	What it means

	Ownership at year-end
	20%
	20%
	Investor’s economic / tax allocation percentage

	K-1 ordinary business income (loss)
	$68,741
	$12,032
	Generally taxed at ordinary rates; limitations may apply

	Total distributions
	$0
	$0
	Usually not taxable to the extent of stock basis

	Estimated ending stock basis
	$456,793
	$388,052
	Working estimate; investor maintains final responsibility

	Estimated federal tax impact
	$21,997
	$3,850
	Illustrative only; based 32% tax bracket



What changed this year
Increased Ordinary Income 
Action items for the investor
	Priority
	Action
	Due date / owner

	High
	Forward reports to tax advisor 
	Upon receipt / Investor

	Medium
	Revisit estimated tax payments
	Quarterly / Investor

	Monitor
	Contributions and Distributions
	Ongoing / Investor





2  Your investment
Investment profile
	Item
	Report detail

	Legal entity
	Investor’s Company

	EIN
	XX-XXXXXXX

	Entity classification
	S corporation

	Principal activity
	[Description]

	Investor ownership
	Beginning 20%  |  Ending 20%

	Shares / units
	Beginning 200  |  Ending 200 

	Capital contributed this year
	$0

	Cash / property distributed
	$0

	Shareholder loans
	Beginning $0  |  Ending $0



Ownership and capital activity
	Date
	Activity
	Shares / units
	Cash amount
	Basis note

	12/31/XX
	No purchases or sales during the tax year
	0
	$0
	

	
	
	
	
	



Basis caution
	The entity’s K-1 does not establish the investor’s final tax basis. Basis may depend on purchase price, prior-year income and loss, contributions, distributions, nondeductible expenses, debt basis, and transactions outside the entity’s records.





3  Business tax return overview
Return reviewed: X Form 1120-S   ☐ Form 1065   ☐ Form 1120
Filing status: X Filed   ☐ Extended   ☐ Amended   ☐ Draft
Federal filing date: 03/15/XXXX
States filed: CA, NY
Income statement summary
	Return category
	Current year
	Prior year
	Change
	Commentary

	Gross receipts / sales
	$1,380,002
	$350,721
	393%
	

	Cost of goods sold
	$340,994
	$102,222
	334%
	

	Gross profit
	$1,039,008
	$248,499
	418%
	

	Total deductions
	$695,303
	$188,339
	369%
	

	Ordinary business income (loss)
	$343,705
	$60,160
	571%
	

	Separately stated items
	
	
	
	



Key deductions and tax elections
	Item
	Amount
	Return location
	Investor significance

	Depreciation / amortization
	$55,770
	Form 1120 line 14
	Potential recapture at sale

	Section 179 expense
	$72,500
	SCH K Box 11
	Passed through; investor limitations apply

	Interest expense limitation
	$0
	
	

	Charitable contributions
	$3,000
	SCH K Box 12
	Passed through; investor limitations apply

	
	
	
	





4  Your Schedule K-1 at a glance
K-1 identification
	Field
	Reported value

	K-1 form / year
	Schedule K-1 (Form 1120-S), [Year]

	Final or amended
	X Original   ☐ Final   ☐ Amended

	Shareholder type
	Individual

	Current-year allocation percentage
	20%

	Shares at year-end
	200

	Loans from shareholder at year-end
	$0

	Schedule K-3 attached
	☐ Yes   X No



Amounts that may affect your return
	K-1 box
	Description
	Your amount
	Typical federal character
	Follow-up

	1
	Ordinary business income (loss)
	$68,741
	Ordinary (0-37%); QBI may apply
	

	8
	Long term capital gain (loss)
	$0
	Generally 0% / 15% / 20%
	

	11
	Section 179 deduction
	$14,500
	Ordinary deduction
	

	16
	Items affecting basis
	$0
	Basis adjustment; not necessarily current tax
	






5  K-1 box-by-box tax guide
The descriptions below summarize common federal treatment for Schedule K-1 (Form 1120-S). Codes and attached statements control. The investor’s basis, at-risk amount, participation, holding period, other income, and elections can change the result.
	Box
	Item
	Typical rate / character
	Key limitations and notes

	1
	Ordinary business income (loss)
	Ordinary rates (10%–37% in 2026)
	May qualify for §199A QBI deduction; losses may be limited by basis, at-risk, passive, and excess-business-loss rules.

	2
	Net rental real estate income (loss)
	Ordinary rates; often passive
	Passive-loss rules generally apply; special allowances and real-estate-professional rules may change treatment; NIIT may apply.

	3
	Other net rental income (loss)
	Ordinary rates; often passive
	Review activity type and participation; NIIT may apply.

	4
	Interest income
	Ordinary rates
	Generally portfolio income; potentially subject to 3.8% NIIT.

	5a
	Ordinary dividends
	Ordinary or qualified, based on 5b
	Box 5a includes total dividends; use box 5b to identify the qualified portion.

	5b
	Qualified dividends
	0% / 15% / 20%
	Preferential rate depends on taxable income and holding-period rules; NIIT may apply.

	6
	Royalties
	Usually ordinary rates
	Character and NIIT depend on the underlying activity and participation.

	7
	Net short-term capital gain (loss)
	Ordinary rates
	Combined with other capital transactions; net capital-loss deduction limits apply.

	8a
	Net long-term capital gain (loss)
	Generally 0% / 15% / 20%
	Combined with other capital transactions; holding period and special categories matter; NIIT may apply.

	8b
	Collectibles gain (loss)
	Maximum 28%
	Actual rate may be lower depending on ordinary bracket; netting rules apply.

	8c
	Unrecaptured §1250 gain
	Maximum 25%
	Generally associated with prior real-property depreciation; netting rules apply.

	9
	Net §1231 gain (loss)
	Often long-term capital gain; loss often ordinary
	Five-year lookback and recapture rules can recharacterize gain as ordinary.





5  K-1 box-by-box tax guide — continued
	Box
	Item
	Typical rate / character
	Key limitations and notes

	10
	Other income (loss)
	Code-dependent
	May include §951/951A, cancellation of debt, PFIC, or other special items. Review every code and statement.

	11
	Section 179 deduction
	Ordinary deduction
	Limited by business income and other rules; carryforward may apply; basis, at-risk, and passive limits also apply.

	12
	Other deductions
	Code-dependent
	May include charitable contributions, investment interest, portfolio deductions, and other separately stated items.

	13
	Credits
	Generally dollar-for-dollar tax reduction
	Each credit has separate eligibility, limitation, carryforward, and form requirements.

	14
	Schedule K-3 attached
	International reporting
	Not a tax rate. Review foreign-source income, foreign taxes, and international filing obligations.

	15
	AMT items
	AMT computation
	May affect alternative minimum tax; enter on the relevant individual AMT forms/workpapers.

	16
	Items affecting shareholder basis
	Basis adjustment
	May increase or decrease stock/debt basis; not necessarily current taxable income or deduction.

	17
	Other information
	Code-dependent
	May include QBI (§199A), business interest, nondeductible expenses, health insurance, and other disclosures.

	18
	Multiple at-risk activities
	Activity-level limitation
	Attached statement may require separate at-risk computations.

	19
	Multiple passive activities
	Activity-level limitation
	Attached statement may require separate passive-activity tracking.





6  Basis, losses, and distributions
Estimated stock basis rollforward
	Basis component
	Amount
	Source / note

	Beginning stock basis
	$388,052
	Prior-year investor basis schedule

	Capital contributions / stock purchases
	+ $0
	

	Income and gain items
	+ $68,741
	K-1 box 1

	Tax-exempt income
	+ $0
	

	Distributions
	− $0
	

	Deductible losses and deductions
	− $0
	

	Nondeductible expenses
	− $0
	

	Estimated ending stock basis
	$456,793
	Subject to investor-level confirmation



Loss limitation sequence
Stock and debt basis limitation
At-risk limitation
Passive-activity limitation
Excess business loss limitation and other investor-level rules
Distribution analysis
	Distribution type
	Amount
	Typical treatment
	Conclusion

	Cash distributions
	$0
	Generally tax-free to extent of stock basis
	

	Property distributions
	$0
	Special basis and gain rules may apply
	

	Amount exceeding stock basis
	$0
	Generally capital gain
	





7  2026 federal ordinary income tax rates
Use taxable income—not gross income—to locate a bracket. Rates are marginal: only income within each band is taxed at that band’s rate. These 2026 amounts generally apply to returns filed in 2027. Update this appendix for the report tax year.
Single
	Marginal rate
	2026 taxable-income band

	10%
	$0–$12,400

	12%
	$12,401–$50,400

	22%
	$50,401–$105,700

	24%
	$105,701–$201,775

	32%
	$201,776–$256,225

	35%
	$256,226–$640,600

	37%
	Over $640,600



Married filing jointly / surviving spouse
	Marginal rate
	2026 taxable-income band

	10%
	$0–$24,800

	12%
	$24,801–$100,800

	22%
	$100,801–$211,400

	24%
	$211,401–$403,550

	32%
	$403,551–$512,450

	35%
	$512,451–$768,700

	37%
	Over $768,700



Head of household
	Marginal rate
	2026 taxable-income band

	10%
	$0–$17,700

	12%
	$17,701–$67,450

	22%
	$67,451–$105,700

	24%
	$105,701–$201,750

	32%
	$201,751–$256,200

	35%
	$256,201–$640,600

	37%
	Over $640,600



Married filing separately
	Marginal rate
	2026 taxable-income band

	10%
	$0–$12,400

	12%
	$12,401–$50,400

	22%
	$50,401–$105,700

	24%
	$105,701–$201,775

	32%
	$201,776–$256,225

	35%
	$256,226–$384,350

	37%
	Over $384,350





8  2026 preferential rates and surtaxes
Long-term capital gains and qualified dividends
	Filing status
	0% band ends
	15% band ends
	20% begins above

	Single / other individual
	$49,450
	$545,500
	$545,500

	Married filing jointly / surviving spouse
	$98,900
	$613,700
	$613,700

	Head of household
	$66,200
	$579,600
	$579,600

	Married filing separately
	$49,450
	$306,850
	$306,850



The preferential rate is determined through a stacking calculation using total taxable income. Special maximum rates include 28% for collectibles gain and 25% for unrecaptured §1250 gain.
Net investment income tax (NIIT)
	Filing status
	MAGI threshold
	Rate / base

	Married filing jointly / qualifying surviving spouse
	$250,000
	3.8% of the lesser of net investment income or MAGI excess

	Married filing separately
	$125,000
	Same calculation

	Single / head of household
	$200,000
	Same calculation



Standard deduction
	Filing status
	2026 amount

	Single / married filing separately
	$16,100

	Married filing jointly / surviving spouse
	$32,200

	Head of household
	$24,150






9  State and local tax reference
	Customize this page for each investor. State taxation depends on residency, source income, entity filings, withholding, composite elections, credits for taxes paid to other states, and local taxes.



	Jurisdiction
	Residency / filing
	K-1 income sourced
	Withholding / composite
	Rate / note

	California
	Resident
	$229,711
	$0
	

	New York
	Nonresident
	$113,994
	$0
	

	
	
	
	
	

	
	
	
	
	





10  Supporting documents and sign-off
Documents included
	Document
	Included
	File / page reference

	Filed business return
	X
	

	Schedule K-1 and statements
	X
	

	Schedule K-3, if applicable
	☐
	

	Basis schedule
	X
	

	State K-1s / withholding statements
	X
	

	Prior-year comparison
	X
	



Preparer review
	Review
	Name
	Date
	Initials / approval

	Prepared by
	
	
	

	Tax technical review
	
	
	

	Client / investor delivery approval
	
	
	



Final notes




Authoritative sources for annual update
IRS, Revenue Procedure 2025-32 — 2026 inflation-adjusted tax rate tables and capital-gain thresholds.
IRS, Schedule K-1 (Form 1120-S) and Shareholder’s Instructions for the applicable tax year.
IRS, Topic No. 409 — Capital Gains and Losses.
IRS, Questions and Answers on the Net Investment Income Tax.
Applicable state departments of revenue and current-year forms/instructions.
	Template version: July 2026  •  Federal rate appendix: Tax Year 2026  •  Update required annually
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