
Form 1120 S Instructions

Form 1120-S instructions are crucial for S Corporations looking to file their federal tax returns correctly.
An S Corporation, or S Corp, is a special type of corporation that meets specific Internal Revenue Code
requirements. The S Corp allows income, losses, deductions, and credits to be passed through to shareholders,
avoiding double taxation on the corporate income. Understanding how to navigate the Form 1120-S
instructions is essential for compliance and ensuring the benefits of S Corporation status are fully realized.

Understanding Form 1120-S

Form 1120-S, U.S. Income Tax Return for an S Corporation, is the primary tax form used by S Corporations
to report income, deductions, gains, losses, and other tax-related information. Unlike traditional
corporations that pay corporate income tax, S Corporations are pass-through entities. This means that
profits and losses are reported on the individual tax returns of the shareholders, which can result in
significant tax benefits.



Eligibility for S Corporation Status

Before diving into the Form 1120-S instructions, it’s essential to understand the eligibility requirements for an
S Corporation. To qualify, the entity must meet the following criteria:

1. Be a domestic corporation: The corporation must be incorporated in the United States.
2. Have eligible shareholders: Shareholders must be individuals, certain trusts, or estates. Corporations and
partnerships cannot be shareholders.
3. Limit on the number of shareholders: An S Corporation can have no more than 100 shareholders.
4. Single class of stock: The corporation must have only one class of stock, although differences in voting
rights are permissible.
5. Timely election: The corporation must file Form 2553 to elect S Corporation status, generally within 75
days of formation or by the 15th day of the third month of the tax year.

Filing Form 1120-S

Filing Form 1120-S involves several steps and requires accurate information about the corporation’s
financial activities over the tax year. Below is a detailed guide on how to complete the form.

Gather Necessary Information

Before filling out Form 1120-S, collect all relevant financial information, including:

- Income Statements: Revenue generated during the tax year.
- Expense Reports: Deductions and expenses incurred.
- Balance Sheets: Assets, liabilities, and equity at the end of the tax year.
- Shareholder Information: Names, addresses, and shares owned by each shareholder.

Completing the Form

Form 1120-S consists of several sections. Below is a breakdown of key sections and what is required:

1. Basic Information:
- Name and address of the corporation.
- Employer Identification Number (EIN).
- Date of incorporation.
- Accounting method used (cash or accrual).

2. Income Section:
- Report gross receipts or sales.
- Include returns and allowances if applicable.
- Calculate cost of goods sold (COGS) if the corporation sells products.

3. Deductions:
- List all business expenses, including:
- Salaries and wages.
- Rent or lease payments.
- Interest expense.
- Depreciation and amortization.

4. Tax and Payments:
- Calculate any taxes owed by the S Corporation.



- Include any estimated tax payments made during the year.

5. Schedule K:
- This section summarizes the income, deductions, credits, and other items for the corporation, which will be
passed through to shareholders.

6. Schedule K-1:
- Complete a Schedule K-1 for each shareholder to report their share of income, deductions, and credits.

Important Deadlines

Adhering to deadlines is crucial in the filing process. Here are essential dates to keep in mind:

- Filing Deadline: Form 1120-S is due on the 15th day of the third month after the end of the corporation’s tax
year. For most corporations that operate on a calendar year, this means the due date is March 15.
- Extension: If additional time is needed, an extension can be filed using Form 7004, which grants an automatic
six-month extension.

Common Mistakes to Avoid

Filing Form 1120-S comes with its challenges, and avoiding common pitfalls can save time and potential
penalties. Here are some frequent mistakes to be aware of:

1. Incorrect EIN: Ensure that the Employer Identification Number is accurate and matches IRS records.
2. Omitting Income: All income should be reported, including unusual sources such as cancellation of debt.
3. Inaccurate Deductions: Double-check that all claimed deductions are legitimate and well-documented.
4. Missing Schedule K-1s: Every shareholder must receive a Schedule K-1, and failure to provide this can result
in penalties.
5. Late Filing: Be mindful of deadlines, as late filings incur penalties.

Resources for Help

If you require assistance while filling out Form 1120-S, several resources are available:

- IRS Website: The IRS provides detailed instructions for Form 1120-S, along with frequently asked questions.
- Tax Professionals: Hiring a certified public accountant (CPA) or tax advisor can help navigate the
complexities of S Corporation taxation.
- Online Tax Software: Many software programs offer guided assistance for filling out Form 1120-S and e-
filing options.

Conclusion

Understanding the Form 1120-S instructions is vital for S Corporations to ensure proper filing and compliance
with IRS regulations. By gathering the right information, completing the form accurately, and avoiding common
mistakes, S Corporations can enjoy the benefits of pass-through taxation. Keeping abreast of deadlines and
utilizing available resources will enhance the filing experience and minimize the risk of penalties. Whether you are
a seasoned business owner or new to the S Corporation structure, thorough knowledge of Form 1120-S is
essential for financial success.



Frequently Asked Questions

What is Form 1120-S used for?
Form 1120-S is used by S corporations to report income, deductions, gains, losses, credits, and other tax-
related information to the IRS.

Who is required to file Form 1120-S?
S corporations, which are corporations that have elected to be taxed under Subchapter S of the Internal
Revenue Code, are required to file Form 1120-S.

What are the due dates for filing Form 1120-S?
Form 1120-S is typically due on the 15th day of the 3rd month after the end of the corporation's tax year.
For calendar year filers, this means the due date is March 15.

Can Form 1120-S be filed electronically?
Yes, Form 1120-S can be filed electronically using IRS-approved e-filing software or through a tax
professional who offers e-filing services.

What are the penalties for late filing of Form 1120-S?
The penalties for late filing can vary but may include a failure-to-file penalty that can be as high as $210 per
month for each month the return is late, multiplied by the number of shareholders.

What information is needed to complete Form 1120-S?
To complete Form 1120-S, you will need information such as the corporation's income, expenses, deductions,
and details about all shareholders, including their ownership percentages.

How does an S corporation report losses on Form 1120-S?
An S corporation reports losses on Form 1120-S, which then flow through to the shareholders' personal tax
returns, allowing them to offset other income if they qualify.

Where can I find the latest instructions for Form 1120-S?
The latest instructions for Form 1120-S can be found on the IRS website under the Forms and Publications
section, which provides the most current guidance and updates.
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