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Disclaimer

This presentation is for educational purposes only and does not provide tax 
advice. It is meant to accompany an oral presentation and not to be used as a 
standalone document. 

This presentation is based on the facts and circumstances being discussed, and 
on the laws in effect when it is presented. It does not supersede or alter any 
provisions of Minnesota laws, administrative rules, court cases, or revenue 
notices.

If you have any questions, contact us at businessincome.tax@state.mn.us, 651-
556-3075, or consult a tax professional.

Working together to fund the future for all of Minnesota | revenue.state.mn.us



Housekeeping

• Phone lines muted
• Questions taken only by chat
• Presentation is not recorded 
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Agenda

Today we will cover: 

• Basic types of business entities
• The steps needed to start a partnership or S corporation
• Common forms and issues of partnerships and S corporations
• Partnership and S corporation resources
• Navigating and update account information in e-Services
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Business Entities

• Sole Proprietor

• Limited Liability Company (LLC)

• Partnership

• S corporation

• C corporation
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Sole Proprietor

• Unincorporated business

• Single owner 

• Liability is not limited
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Limited Liability Company (LLC)

• An LLC is a business structure allowed by state law. 

• No member limit

• Members can include:
• Individuals

• Corporations

• Partnerships

• Other LLCs

• Foreign Entities
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Limited Liability Company (LLC) Taxes

• Same return with Minnesota as the IRS

• File based on member’s status 

• Can be a corporation for tax purposes 

• Default filing statuses:

• Multiple-member LLC: Partnership 

• Single-member LLC: Sole Proprietor 

• Owners report income on their individual tax returns 

Working together to fund the future for all of Minnesota | revenue.state.mn.us



Partnership

• Two or more partners

• Partners can be an individual or an 
entity 

• Share in the profits and losses of the 
business
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Partnership and Taxes

• Partnerships are responsible for certain state taxes:
• Minimum Fee
• Composite Income Tax
• Pass-Through Entity Tax
• Nonresident Withholding
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S corporation

• Located in Minnesota

• Have a business presence in 
Minnesota

• Have Minnesota gross income
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S corporation and Taxes

S Corporations are responsible for certain state taxes:

• Minimum Fee
• Composite Income Tax
• Pass-Through Entity Tax
• Nonresident Withholding
• Other Federal Taxes calculated at the state tax rate
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C corporation

• Located in Minnesota

• Have a business presence in 
Minnesota

• Have Minnesota gross income
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C corporation Structure

• One or more shareholders

• Exchange money or property, or both, for capital stock 

• Generally, has the same deductions as a sole proprietorship to 
determine taxable income 

• Can take special deductions 
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C corporation vs. S corporation

• Entity level vs. shareholder level 
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Tax Resources

• Internal Revenue Service

• Secretary of State

• Department of Revenue
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Register for a Minnesota Tax ID Number

Online, phone, or paper form

You will need:

• Federal employer ID number (FEIN)

• Legal name and business address

• Business name, doing business as (DBA)

• North American Industry Classification System (NAICS) code

• Officer information

• Business Begin Date
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Partnership Business Tax Forms 

• Federal Form 1065

• Associated Federal Forms and Schedules

• Minnesota Form M3 and M3A

• Minnesota Form KPI or KPC
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S corporation Business Tax Forms

• Federal Form 1120S

• Associated Federal Forms and Schedules

• Minnesota Form M8 and M8A

• Minnesota Form KS
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Minnesota Filing Dates and Requirements

S corporations and Partnerships

• Calendar Year returns due March 15

• Fiscal year returns due the 15th day of the third month after the end 
of the tax year

• Automatic six-month extension to file

All partnerships or S corporations that have nexus in Minnesota are 
required to file a return
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Nonresident Withholding Requirements

Must remit and withhold Minnesota Income Tax when: 

• Legal residence is outside of Minnesota

• Composite tax is not elected 

• Receives more than $1,000 on Minnesota sourced distributive income

• Income is not from the termination or liquidation of the entity 

See Minnesota Statute 290.92, subdivisions 4b and 4c. 
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Composite Tax

• Election for non-residents of Minnesota 

• Election made by the individual not entity 

• The entity is responsible for filing the return

• The entity will make the payment for the individual 

See M.S. 289A.08, subd. 7. 
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Common Return Issues

Minnesota Modifications

• Federal Bonus Depreciation

• Pass-Through Entity Tax (PTE)
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Minnesota Modifications

• Not fully conformed
• Bonus Depreciation
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Bonus Depreciation

• Federal tax deduction

• Reported on Form 4562

• Schedules:

• KPI

• KF

• KS

• 80% addback, 20% subtraction over 5 years
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Bonus Depreciation Example
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Bonus Depreciation Example, continued
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Pass Through Entity Tax (PTE)

• PTE expiration
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Business Records

• Maintain books and records (Internal 
Revenue Code, section 6001)

• Personal, living, or family expenses 
(I.R.C., section 262a)

• Ordinary and necessary expenses 
(I.R.C., section 162)
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Penalties

• Late Payment

• First Increment 6%

• Second Increment 5%

• Late Filing-5%

• Late Tax Order-5%

• Payment Method-5%
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Estimated Payments

How much do I have to pay?

Each required payment is one-quarter of the lesser of either:

• The previous year’s total taxes

• 90% of the taxes of the current year minus any credits against the 
tax
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Estimated Payments Example

For example, if ABC Inc has $1,000 tax liability for previous year:

• Payments would be:

• April 15 - payment of $250

• June 15 - payment of $250

• September 15 - payment of $250

• January 15 - payment of $250
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e-Services
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Subscribe for Updates
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Questions
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Contact Us

If you have any questions, contact us by:

• Phone: 651-556-3075 or 1-800-657-3666

• Email: businessincome.tax@state.mn.us
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Thank You!

Halle Rotty
corporate.outreach.communications.mdor@state.mn.us

651-556-6829
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