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Generally, any person who holds an interest 
in a partnership as a nominee for another 
person must furnish to the partnership the 
name, address, etc., of the other person. 

On each Schedule K-1, enter the names, 
addresses, and identifying numbers of the 
partner and partnership and the partner's 
distributive share of each item. 

For an individual partner, enter the partner's 
social security number (SSN) or individual 
taxpayer identification number (ITIN). For all 
other partners, enter the partner's EIN. 
However, if a partner is an individual 
retirement arrangement (IRA), enter the 
identifying number of the custodian of the 
IRA. Do not enter the SSN of the person for 
whom the IRA is maintained. 

Foreign partners without a U.S. taxpayer 
identifying number should be notified by the 
partnership of the necessity of obtaining one. 
Certain aliens who are not eligible to obtain 
an SSN can apply for an ITIN on Form W-7, 
Application for IRS Individual Taxpayer 
Identification Number. 
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If a married couple each had an interest in 
the partnership, prepare a separate Schedule 
K-1 for each of them. If a married couple held 
an interest together, prepare one Schedule K-
1 if the two of them are considered to be one 
partner. 

Use the codes listed under the instructions for 
Box 9 Codes (Schedule K-1) to report various 
items. If more space is needed, include the 
information in an attachment to box 9. 

Due date. Unlike other partnerships, an ELP 
must provide a Schedule K-1 to each partner 
by the first March 15 following the close of 
the partnership's tax year. For calendar year 
2013 partnerships, the due date is March 17, 
2014. 

Partner's Share of Liabilities 
(Schedule K-1) 

Enter each partner's share of:  

• Nonrecourse liabilities,  

• Partnership-level qualified nonrecourse 
financing, and Other liabilities. 
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“Nonrecourse liabilities” are those liabilities of 
the partnership for which no partner bears 
the economic risk of loss. The extent to which 
a partner bears the economic risk of loss is 
determined under the rules of Regulations 
section 1.752-2. Do not include partnership-
level qualified nonrecourse financing (defined 
below) on the line for nonrecourse liabilities. 

If the partner terminated his or her interest in 
the partnership during the year, enter the 
share that existed immediately before the 
total disposition. In all other cases, enter it as 
of the end of the year. 

If the ELP is engaged in two or more different 
types of at-risk activities, or a combination of 
at-risk activities and any other activity, attach 
a statement showing the partner's share of 
nonrecourse liabilities, partnership-level 
qualified nonrecourse financing, and other 
liabilities for each activity. See Pub. 925, 
Passive Activity and At-Risk Rules, to 
determine if the partnership is engaged in 
more than one at-risk activity. 

The at-risk rules of section 465 generally 
apply to any activity carried on by the 
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partnership as a trade or business or for the 
production of income. These rules generally 
limit the amount of loss and other deductions 
a partner can claim from any partnership 
activity to the amount for which that partner 
is considered at risk. However, for partners 
who acquired their partnership interests 
before 1987, the at-risk rules do not apply to 
losses from an activity of holding real 
property the partnership placed in service 
before 1987. The activity of holding mineral 
property does not qualify for this exception. 
Identify on an attachment to Schedule K-1 
the amount of any losses that are not subject 
to the at-risk rules. 

If the ELP is engaged in an activity subject to 
the limitations of section 465(c)(1) (such as 
films or videotapes, leasing section 1245 
property, farming, or oil and gas property), 
give each partner his or her share of the total 
pre-1976 losses from that activity for which 
there existed a corresponding amount of 
nonrecourse liability at the end of each year 
in which the losses occurred. See Form 6198, 
At-Risk Limitations, and related instructions 
for more information. 



215 
 

Qualified nonrecourse financing secured by 
real property used in an activity of holding 
real property that is subject to the at-risk 
rules is treated as an amount at risk. 
“Qualified nonrecourse financing” generally 
includes financing for which no one is 
personally liable for repayment that is 
borrowed for use in an activity of holding real 
property and that is loaned or guaranteed by 
a federal, state, or local government or that is 
borrowed from a “qualified” person. Qualified 
persons include any person actively and 
regularly engaged in the business of lending 
money, such as a bank or savings and loan 
association. Qualified persons generally do 
not include related parties (unless the 
nonrecourse financing is commercially 
reasonable and on substantially the same 
terms as loans involving unrelated persons), 
the seller of the property, or a person who 
receives a fee for the partnership's 
investment in the real property. See section 
465 for more information on qualified 
nonrecourse financing. 

The partner as well as the partnership must 
meet the qualified nonrecourse rules. 
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Therefore, the partnership must enter on an 
attached statement any other information the 
partner needs to determine if the qualified 
nonrecourse rules are also met at the partner 
level. 

Note. The following line numbers correspond 
with Schedule K. However, each line 
instruction also provides reporting information 
for Schedule K-1. Letter codes are listed 
under Box 9 Codes (Schedule K-1) for entries 
in box 9 of Schedule K-1. 

Line 1. Taxable Income (Loss) From 
Passive Loss Limitation Activities 

Enter the amount from Form 1065-B, page 1, 
line 25, on Schedule K, line 1a. Enter the 
income or (loss) without reference to (a) the 
basis of the partners' interests in the 
partnership, (b) the partners' at-risk 
limitations, or (c) the passive activity 
limitations. These limitations, if applicable, 
are determined at the partner level. 

Allocate the income (loss) from passive loss 
limitation activities (line 1a of Schedule K) to 
interests held as a general partner as follows. 
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Step 1. Allocate the amount reported on line 
1a to the following categories. 

Trade or business activities. Rental real estate 
activities. Other rental activities. 

Step 2. Report on lines 1b(1), 1b(2), and 
1b(3) of Schedule K that portion of each 
amount from Step 1 that will be allocated to 
interests held as a general partner (the 
combined distributive shares and any 
separate allocations for all general partner 
interests). 

General partners in an ELP must separately 
account for any items attributable to passive 
loss limitation activities to the extent 
necessary to comply with the passive activity 
rules. 

Because general partners must comply with 
the passive activity rules, report the 
information on lines 1b(1), 1b(2), and 1b(3) 
of Schedule K separately for each activity of 
the partnership using Codes A1, B1, and C1 in 
box 9 of Schedule K-1. The remaining amount 
on line 1d of Schedule K is reported in box 1 
of Schedule K-1 for limited partners (including 
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interests held as a limited partner by general 
partners). 

Line 2. Taxable Income (Loss) From 
Other Activities 

On Schedule K, line 2, enter the amount from 
Form 1065-B, Part II, line 13. Report 
amounts for both general and limited partners 
in box 2 of Schedule K-1. 

Line 3. Qualified Dividends 

Enter the qualified dividends from other 
activities from Form 1065-B, Part II, line 2b. 
Report amounts for both general and limited 
partners in box 3 of Schedule K-1. 

Line 4a. Net Capital Gain (Loss) From 
Passive Loss Limitation Activities 

Enter the net capital gain or (loss) from 
passive loss limitation activities from 
Schedule D (Form 1065-B), line 21. Report 
the amount allocated to interests held as a 
limited partner in box 4a of Schedule K-1. 

Because general partners must comply with 
the passive activity rules, report the line 4a 
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amount allocated to interests held as a 
general partner separately for each activity 
using Codes A2, B2, and C2, in box 9 of 
Schedule K-1. 

Line 4b. Net Capital Gain (Loss) From 
Other Activities 

Enter the net capital gain (loss) from other 
activities from Schedule D (Form 1065-B), 
line 24. Report this amount to all partners in 
box 4b of Schedule K-1. 

Lines 5 and 6 

For an ELP, the alternative minimum tax 
(AMT) adjustments and preferences are 
combined at the partnership level. The 
partnership computes net AMT adjustments 
separately for passive loss limitation activities 
and other activities. 

In determining a partner's alternative 
minimum taxable income, a partner's 
distributive share of any net AMT adjustment 
is taken into account instead of making 
separate AMT adjustments for different 
partnership items. The net AMT adjustment is 
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determined by using the adjustments and 
preferences applicable to individuals for 
partners other than corporations, and by 
using the adjustments and preferences 
applicable to corporations for corporate 
partners. See Form 6251, Alternative 
Minimum Tax—Individuals, and Form 4626, 
Alternative Minimum Tax—Corporations, to 
figure the partnership's AMT adjustments and 
preferences. 

The net passive AMT adjustment is reported 
on line 5 of Schedule K and in box 5 of 
Schedule K-1 for interests held as a limited 
partner. Because general partners must 
comply with the passive activity rules, report 
the amounts allocated to interests held as a 
general partner separately for each activity in 
box 9 using Codes A5, B7, and C5. 

The net other AMT adjustment is reported on 
line 6 of Schedule K and in box 6 of Schedule 
K-1 for all partners. 

Line 7. Guaranteed Payments to 
Partners 

Guaranteed payments to partners include:  
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• Payments for salaries, health insurance, 
and interest deducted by the partnership 
and reported on Form 1065-B, Part I, line 
13; on a statement attached to line 5, 
Part I; or on Form 8825; 

• Compensation deferred under a section 
409A nonqualified deferred compensation 
plan that does not meet the requirements 
of section 409A reported on line 15 of 
Schedule K; and 

• Payments the partnership must capitalize. 
See the instructions for Part I, line 13. 

Report guaranteed payments to the partners 
receiving them in box 9 of Schedule K-1 using 
Code F. 

The transfer of property to a partner 
as part or all of a guaranteed payment 
is a sale or exchange of property and 

must be reported on Schedule D of the Form 
1065-B. See Rev. Rul. 2007-40, 2007-25 
I.R.B. 1426 for details. 
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Line 8. Income From Discharge of 
Indebtedness 

Do not include on line 8 any income 
from discharge of indebtedness for 
which the partnership has made the 

election to defer income from the cancellation 
of the debt. See Election to defer income from 
cancelled debt, earlier. 

Income from the discharge of indebtedness is 
separately reported to each partner. In 
addition, the section 108 rules governing the 
income are the same as for other 
partnerships. 

Enter the income from discharge of 
indebtedness on line 8 of Schedule K and in 
box 9 of Schedule K-1 for each partner using 
Code G. 

Note. Include the amount of income the 
partnership must recognize for a transfer of a 
partnership interest, after October 21, 2004, 
in satisfaction of a partnership debt when the 
debt relieved exceeds the FMV of the 
partnership interest. See section 108(e)(8) 
for more information. 
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Line 9. Tax-Exempt Interest Income 

Enter tax-exempt interest income, including 
any exempt-interest dividends received from 
a mutual fund or other regulated investment 
company. Individuals must report this amount 
on line 8b of Form 1040. The adjusted basis 
of the partner's interest is increased by the 
amount shown on this line under section 
705(a)(1)(B). Report this amount to partners 
in box 9 of Schedule K-1 using Code H. 

Line 10. General Credits 

The term “general credits” means any credit, 
other than the low-income housing credit, the 
rehabilitation credit from rental real estate 
activities, and the foreign tax credit. 

General credits are separately reported to 
partners as a single item. A partner's 
distributive share of general credits is taken 
into account as a current year general 
business credit. The tax liability limit for the 
general business credit is applied at the 
partner level. 
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Combine the following credits and report 
them under “general credits” on line 10. 

• Credit for backup withholding on 
dividends, interest, and other types of 
income. 

• Qualified railroad track maintenance credit 
(Form 8900). 

• Investment credit (other than 
rehabilitation credits from rental real 
estate activities) (Form 3468). 

• Work opportunity credit (Form 5884). 

• Biofuel producer credit (Form 6478).  

• Credit for increasing research activities 
(Form 6765).  

• Disabled access credit (Form 8826).  

• Renewable electricity, refined coal, and  

• Indian coal production credit (Form 8835).  

• Empowerment zone employment credit 
(Form 8844).  

• Indian employment credit (Form 8845).  
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• Credit for employer social security and  

• Medicare taxes paid on certain employee 
tips (Form 8846). 

• Orphan drug credit (Form 8820).  

• Biodiesel and renewable diesel fuels credit 
(Form 8864).  

• New markets credit (Form 8874).  

• Credit for small employer pension plan 
startup costs (Form 8881).  

• Credit for employer-provided childcare 
facilities and services (Form 8882).  

• Low sulfur diesel fuel production credit 
(Form 8896).  

• General credits from other ELPs.  

• Distilled spirits credit (Form 8906).  

• Nonconventional source fuel credit (Form 
8907).  

• Energy efficient home credit (Form 8908).  

• Energy efficient appliance credit (Form 
8909).  
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• Alternative motor vehicle credit (Form 
8910).  

• Alternative fuel vehicle refueling property 
credit (Form 8911).  

• Credit to holders of tax credit bonds (Form 
8912).  

• Mine rescue team training credit (Form 
8923).  

• Agricultural chemicals security credit 
(Form 8931).  

• Credit for employer differential wage 
payments (Form 8932).  

• Carbon dioxide sequestration credit (Form 
8933).  

• Qualified plug-in electric drive motor 
vehicle credit (Form 8936).  

• Credit for small employer health insurance 
premiums (Form 8941). 

Exception. The refundable credit for federal 
tax paid on fuels and the refund or credit for 
tax paid on undistributed capital gains of a 
RIC or a REIT are claimed by the partnership. 
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Therefore, they are not separately reported to 
partners. 

General credits are reported as a single figure 
on line 10 of Schedule K and are reported in 
box 7 of Schedule K-1 for limited partners. 
However, for general partners, credits 
allocable to passive loss limitation activities 
must be separately stated for each trade or 
business activity, rental real estate activity, 
and rental activity other than rental real 
estate. Provide this information to general 
partners in box 9 of Schedule K-1 using 
Codes A4, B4, and C4 so they can comply 
with section 469. Also, if general business 
credits are included on the Schedule K-1, 
provide the partners the information needed 
to show that the ELP meets the requirements 
of section 38(c)(5) (C). 

Line 11. Low-Income Housing Credit 

Section 42 provides a credit that can be 
claimed by owners of low-income residential 
rental buildings. To qualify for this credit, the 
partnership must file Form 8609, Low-Income 
Housing Credit Allocation and Certification, 
separately with the IRS. Do not attach Form 
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8609 to Form 1065-B. Complete and attach 
Form 8609-A, Annual Statement for Low-
Income Housing Credit, and Form 8586, Low-
Income Housing Credit, to Form 1065-B. 

Report this credit for buildings placed in 
service before 2008 on line 11. If part or all of 
the credit is for buildings placed in service 
after 2007, enter “STMT” on line 11 and 
attach a statement showing separately the 
amount of the credit for buildings placed in 
service after 2007, and the amount of the 
credit for buildings placed in service before 
2008. 

Schedule K-1. For limited partners, if all of 
the low-income housing credit is for buildings 
placed in service before 2008, report each 
limited partner's distributive share of the 
credit in box 8. If part or all of the credit is for 
buildings placed in service after 2007, enter 
“STMT” in box 8 and attach a statement that 
separately provides each limited partner's 
distributive share of the credit for buildings 
placed in service before 2008, and the credit 
for buildings placed in service after 2007. 
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For general partners, enter code B5 in box 9 
and attach a statement showing separately 
each partner's distributive share of the credit 
for buildings placed in service before 2008, 
and the credit for buildings placed in service 
after 2007. Also, credits allocable to passive 
loss limitation activities must be separately 
stated for each rental real estate activity so 
general partners can comply with the passive 
activity limitation requirements of section 
469. 

Line 12. Rehabilitation Credit From 
Rental Real Estate Activities 

Report the rehabilitation credit from rental 
real estate activities on line 12. Complete the 
lines on Form 3468, Investment Credit, that 
apply to the rehabilitation credit and attach it 
to Form 1065-B. 

For limited partners, report the rehabilitation 
credit from rental real estate activities 
reported on line 12 in box 9 of Schedule K-1 
using Code I. However, for general partners, 
credits allocable to passive loss limitation 
activities must be separately stated for each 
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rental real estate activity. For general 
partners, report the rehabilitation credit 
reported on line 12 in box 9 of Schedule K-1 
using Code B6 so general partners can 
comply with section 469. 

Note. Any rehabilitation credits from an 
activity other than a rental real estate activity 
are included in general credits reported on 
line 10 of Schedule K. 

Line 13. Net Earnings From Self-
Employment 

General partners. General partners' net 
earnings (loss) from self-employment do not 
include the following. 

• Dividends on any shares of stock and 
interest on any bonds, debentures, notes, 
etc., unless the dividend or interest 
income is received in the course of a trade 
or business, such as a dealer in stocks or 
securities or interest on notes or accounts 
receivable. 

• Rentals from real estate, except rentals of 
real estate held for sale to customers in 
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the course of a trade or business as a real 
estate dealer or payments for rooms or 
space when significant services are 
provided. 

• Royalty income, except royalty income 
received in the course of a trade or 
business. 

See the Instructions for Schedule SE (Form 
1040), Self-Employment Tax, for more 
information. 

Limited partners. Generally, a limited 
partner's share of partnership income (loss) is 
not included in net earnings (loss) from self-
employment. Limited partners treat as self-
employment earnings only guaranteed 
payments for services they actually rendered 
to, or on behalf of, the partnership to the 
extent that those payments are payment for 
those services. 

Schedule K. Enter on line 13a the amount 
from line 5 of the worksheet below. On line 
13b, enter the amount of gross nonfarm 
income from self-employment. 
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Note. For purposes of self-employment tax, 
no income from an electing large partnership 
is treated as fishing or farming income. 

Schedules K-1. Do not complete box 9 for 
any partner that is an estate, trust, 
corporation, exempt organization, or 
individual retirement arrangement (IRA). 

Using Code J1, enter in box 9 of Schedule K-1 
each individual general partner's share of the 
amount shown on line 5 of the worksheet 
below and each individual limited partner's 
share of the amount shown on line 4c of the 
worksheet. Using Code J2, enter the partner's 
share of gross nonfarm income in box 9. 
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Worksheet Instructions 

Line 1b. Include on line 1b any part of the 
net income (loss) from rental real estate 
activities from Schedule K, line 1b(2) that is 
from: 

1. Rentals of real estate held for sale to 
customers in the course of a trade or 
business as a real estate dealer or 

2. Rentals for which services were 
rendered to the occupants (other than 
services usually or customarily 
rendered for the rental of space for 
occupancy only). The supplying of 
maid service is such a service; but the 
furnishing of heat and light, the 
cleaning of public entrances, exits, 
stairways and lobbies, trash collection, 
etc., are not considered services 
rendered to the occupants. 

Line 4a. Include any guaranteed payments to 
partners reported on Schedule K, line 7, and 
derived from a trade or business as defined in 
section 1402(c). Also, include other ordinary 
income and expense items reported on 
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Schedules K and K-1 that are used to figure 
self-employment earnings under section 
1402. 

Line 14. Foreign Tax Credit 
Information 

Lines 14a through 14h must be completed if 
the partnership has foreign income, 
deductions, or losses or has paid or accrued 
foreign taxes. See Pub. 514, Foreign Tax 
Credit for Individuals, for more information. 

Line 14a. Name of Foreign Country or 
U.S. Possession 

Enter the name of the foreign country or U.S. 
possession from which the partnership had 
income or to which the partnership paid or 
accrued taxes. If the ELP received income 
from, or paid or accrued taxes to, more than 
one foreign country or U.S. possession, enter 
“See attached” and attach a statement for 
each country for lines 14a through 14h. 

Using Code K1, enter this information in box 
9 of Schedule K-1 or on an attached 
statement. 
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Line 14b. Gross Income From All 
Sources 

Enter the partnership's gross income from all 
sources (both U.S. and foreign). 

Using Code K2, enter this information in box 
9 of Schedule K-1 or on an attached 
statement. 

Line 14c. Gross Income Sourced at 
Partner Level 

Enter the total gross income of the 
partnership that is required to be sourced at 
the partner level. This includes income from 
the sale of most personal property other than 
inventory, depreciable property, and certain 
intangible property. See Pub. 514 and section 
865 for details. Caution. You must attach a 
statement to Form 1065-B showing the 
following information. 

• The amount of this gross income (without 
regard to its source) in each category 
identified in the instructions for line 14d, 
including each of the listed categories. 
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• Specifically identify gains on the sale of 
personal property other than inventory, 
depreciable property, and certain 
intangible property on which a foreign tax 
of 10% or more was paid or accrued. Also 
list losses on the sale of such property if 
the foreign country would have imposed a 
10% or higher tax had the sale resulted in 
a gain. See Determining the Source of 
Income From the Sales or Exchanges of 
Certain Personal Property in Pub. 514 and 
section 865. 

Using Code K3, enter this information in box 
9 of Schedule K-1 or on an attached 
statement. 

Line 14d. Foreign Gross Income 
Sourced at Partnership Level 

Separately report gross income from sources 
outside the United States by category of 
income as follows. For partnership and 
corporate partners only, attach a statement 
identifying the total amount of foreign gross 
income in each category of income 
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attributable to foreign branches. See Pub. 514 
for information on the categories of income. 

You must attach a statement to Form 
1065-B that specifies foreign source 
qualified dividends and foreign source 

capital gains (losses) within each separate 
limitation category. 

Line 14d(1). Passive category foreign source 
income. 

This category includes the following income. 

• Passive income.  

• Dividends from a domestic international 
sales corporation (DISC) or a former 
DISC.  

• Distributions from a former foreign sales 
corporation (FSC).  

See line 14d(3) for exceptions. 

Passive income does not include export 
financing interest. 

Using Code K4(a), enter this information in 
box 9 of Schedule K-1 or on an attached 
statement. 
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Line 14d(2). General category foreign 
source income. Include all foreign income 
sourced at the partnership level that is not 
passive category income. See line 14d(3) for 
exceptions. 

Using Code K4(b), enter this information in 
box 9 of Schedule K-1 or on an attached 
statement. 

Line 14d(3). Other category foreign source 
income. Attach a statement listing section 
901(j) income and income re-sourced by 
treaty. 

Using Code K4(c), enter this information in 
box 9 of Schedule K-1 or on an attached 
statement. 

Line 14e. Deductions Allocated and 
Apportioned at Partner Level 

Enter on line 14e(1) the partnership's total 
interest expense (including interest 
equivalents under Temporary Regulations 
section 1.861-9T(b)). Do not include interest 
directly allocable under Temporary 
Regulations section 1.861-10T to income from 
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a specific property. This type of interest is 
allocated and apportioned at the partnership 
level and is included on lines 14f(1) through 
(3). 

Using Code K5, enter the total interest 
expense in box 9 of Schedule K-1 or on an 
attached statement. 

On line 14e(2), enter the total of all other 
deductions or losses that are required to be 
allocated at the partner level. For example, 
include on line 14e(2) research and 
experimental expenditures (see Regulations 
section 1.861-17(f)). Using Code K6, enter 
this information in box 9 of Schedule K-1 or 
on an attached statement. 

Line 14f. Deductions Allocated and 
Apportioned at Partnership Level to 
Foreign Source Income 

Separately report partnership deductions that 
are allocated and apportioned at the 
partnership level to (1) passive category 
foreign source income, (2) general category 
foreign source income, and (3) the other 
category of foreign source income. See the 
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instructions for line 14d, earlier, for a 
description of categories (1)–(3). Also, see 
Pub. 514 for more information. 

Note.  Creditable foreign expenditures 
generally must be allocated in accordance 
with each partner's interest in the 
partnership. See Treasury Decision 9292, 
2006-47 I.R.B. 914 for details. 

For partnership and corporate partners only, 
attach a statement identifying the total 
amount of deductions apportioned to each 
category of income shown in the instructions 
for line 14d that are attributable to foreign 
branches. 

Using Code K7(a) for passive category foreign 
source income, Code K7(b) for general 
category foreign source income, and Code 
K7(c) for the other category of foreign source 
income, enter this information in box 9 of 
Schedule K-1 or on an attached statement. 

Line 14g. Total Foreign Taxes 

Enter in U.S. dollars the total foreign taxes 
(described in section 901 or section 903) that 
were paid or accrued by the partnership 
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(according to its method of accounting for 
such taxes). Translate these amounts into 
U.S. dollars by using the applicable exchange 
rate (see Pub. 514). 

Line 14g. Foreign taxes paid. If the 
partnership uses the cash method of 
accounting, enter foreign taxes paid during 
the year on line 14g and check the “Paid” 
box. Report each partner's distributive share 
in box 9 of Schedule K-1 using Code K8(a). 

Line 14g. Foreign taxes accrued. If the 
partnership uses the accrual method of 
accounting, enter foreign taxes accrued on 
line 14g and check the “Accrued” box. Report 
each partner's distributive share in box 9 of 
Schedule K-1 using Code K8(b). 

A partnership reporting foreign taxes using 
the cash method can make an irrevocable 
election to report the taxes using the accrual 
method for the year of the election and all 
future years. Make this election by reporting 
all foreign taxes using the accrual method on 
line 14g (see Regulations section 1.905-1). 
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Attach a statement reporting the following 
information. 

1. The total amount of foreign taxes 
(including foreign taxes on income 
sourced at the partner level) relating 
to each category of income (see 
instructions for line 14d). 

2. The dates on which the taxes were 
paid or accrued, the exchange rates 
used, and the amounts in both foreign 
currency and U.S. dollars, for: 

• Taxes withheld at source on interest,  

• Taxes withheld at source on dividends,  

• Taxes withheld at source on rents and 
royalties, and  

• Other foreign taxes paid or accrued. 

Splitter arrangements under section 909. 
Attach a statement that separately identifies 
any arrangement, along with the taxes paid 
or accrued in connection with the 
arrangement, in which the partnership 
participates that would qualify as a splitter 
arrangement under section 909 if one or 
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more partners are covered persons with 
respect to an entity that took into account 
related income from the arrangement. Also 
indicate whether the partnership has taken 
into account any related income from any 
such splitter arrangement (see section 909 
and the related regulations). 

Line 14h. Reduction in Taxes 
Available for Credit 

Attach a statement showing the total 
reductions in taxes available for credit. 

Separately show the reductions for the 
following. 

• Taxes on foreign mineral income (section 
901(e)). 

• Taxes on foreign oil and gas extraction 
income and foreign oil related income 
(section 907(a)). 

• Taxes attributable to boycott operations 
(section 908). 

• Failure to timely file (or furnish all of the 
information required on) Forms 5471 and 
8865. 
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• Foreign income taxes paid or accrued 
during the current tax year that have 
been suspended under section 909. 

• Any other items (specify). 

Using Code K9 for reduction in taxes available 
for credit, enter this information in box 9 of 
Schedule K-1 or on an attached statement. 

Line 15 

Attach a statement listing other items and 
amounts required to be reported separately 
to partners. Enter each partner's share in box 
9 or on an attached statement to Schedule K-
1. Examples of items to report include the 
following. 

1. Any information a partnership must 
separately report to its disqualified 
partners regarding its oil and gas 
activities. See Partnerships Holding Oil 
and Gas Properties for more 
information. Enter this information as 
Code L in box 9 of Schedule K-1 or on 
an attached statement. 
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2. Other tax-exempt income. On the 
statement for line 15, enter all income 
of the partnership exempt from tax 
other than tax-exempt interest income 
(for example, life insurance proceeds). 
The adjusted basis of the partner's 
interest is increased by the amount 
shown on this line under section 
705(a)(1)(B). Enter this amount as 
Code M1 in box 9 of Schedule K-1. 

3. Nondeductible expenses. Enter 
nondeductible expenses paid or 
incurred by the partnership. Do not 
include capital expenditures or items 
the deduction for which is deferred to 
a later tax year. The adjusted basis of 
the partner's interest is decreased by 
the amount shown on this line under 
section 705(a)(2)(B). Enter this 
amount as Code M2 in box 9 of 
Schedule K-1. 

4. Unrelated business taxable income. 
Any information a partner that is a 
tax-exempt organization may need to 
figure that partner's share of unrelated 
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business taxable income under section 
512(a)(1) (but excluding any 
modifications required by paragraphs 
(8) through (15) of section 512(b)). 
Partners are required to notify the 
partnership of their tax-exempt status. 
See the Instructions for Form 990-T, 
Exempt Organization Business Income 
Tax Return, and Pub. 598, Tax on 
Unrelated Business Income of Exempt 
Organizations, for more information. 
Enter this amount as Code M3 in box 9 
of Schedule K-1. 

5. Amounts paid during the tax year for 
health insurance coverage, for a 
partner (including that partner's 
spouse, dependents, and any children 
under age 27 who are not 
dependents). See Chapter 6 of Pub. 
535 for more information. Enter this 
amount as Code M4 in box 9 of 
Schedule K-1. 

6. Distributions of money (cash and 
marketable securities). Enter the total 
distributions to each partner of cash 
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and marketable securities that are 
treated as money under section 
731(c)(1). Generally, marketable 
securities are valued at FMV on the 
date of distribution. However, the 
value of marketable securities does 
not include the distributee partner's 
share of the gain on the securities 
distributed to that partner. See section 
731(c)(3)(B) for details. If this amount 
includes marketable securities treated 
as money, state separately on an 
attachment (a) the partnership's 
adjusted basis of those securities 
immediately before the distribution 
and (b) the FMV of those securities on 
the date of distribution (excluding the 
distributee partner's share of the gain 
on the securities distributed to that 
partner). Also include the amount of 
the credit for the following bonds that 
are treated as distributions under 
sections 54A(g) and 54AA(f)(2). These 
bonds include new clean renewable 
energy bonds, qualified energy 
conservation bonds, qualified zone 
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academy bonds, and build America 
bonds. These credit amounts are 
included in the credit to holders of 
these tax credit bonds that is included 
in the ELP's general credit. See the 
Instructions for Form 8912 for more 
information. Enter this information as 
Code M5 in box 9 of Schedule K-1 or 
on an attached statement. 

7. Distributions of property other than 
money. Enter the total distributions of 
property other than money. In 
computing the amount of the 
distribution, use the adjusted basis of 
the property to the partnership 
immediately before the distribution. 
On an attachment also include the 
adjusted basis and FMV of each 
property distributed. Enter this 
information as Code M6 in box 9 of 
Schedule K-1 or on an attached 
statement. 

8. Gain from the sale or exchange of 
qualified small business (QSB) stock 
(as defined in the instructions for 
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Schedule D) that is eligible for the 
partial section 1202 exclusion. The 
section 1202 exclusion applies only to 
QSB stock issued after August 10, 
1993, and held by the partnership for 
more than 5 years. Corporate partners 
are not eligible for the section 1202 
exclusion. Additional limitations apply 
at the partner level. Report each 
partner's share of section 1202 gain 
using Code M7 in box 9 of Schedule K-
1. Each partner will determine if he or 
she qualifies for the section 1202 
exclusion. Report with Code M7 on an 
attachment to Schedule K-1 for each 
sale or exchange (a) the name of the 
corporation that issued the QSB stock, 
(b) the partner's share of the 
partnership's adjusted basis and sales 
price of the QSB stock, and (c) the 
dates the QSB stock was bought and 
sold. 

9. Gain eligible for section 1045 rollover 
(replacement stock purchased by the 
partnership). Include only gain from 
the sale or exchange of qualified small 
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business (QSB) stock (as defined in 
the instructions for Schedule D) that 
was deferred by the partnership under 
section 1045 and reported on Schedule 
D. See the instructions for Schedule D 
for more details. The partnership 
makes the election for a section 1045 
rollover on a timely filed (including 
extensions) return for the year in 
which the sale occurred. Corporate 
partners are not eligible for the section 
1045 rollover. Additional limitations 
apply at the partner level. Each 
partner will determine if he or she 
qualifies for the rollover. Report with 
Code M8 on an attachment to 
Schedule K-1 for each sale or 
exchange (a) the name of the 
corporation that issued the QSB stock, 
(b) the partner's share of the 
partnership's adjusted basis and sales 
price of the QSB stock, (c) the dates 
the stock was bought and sold, (d) 
the partner's distributive share of gain 
from the sale of the QSB stock, and 
(e) the partner's distributive share of 
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the gain that was deferred by the 
partnership under section 1045. 

Distribution of replacement QSB stock to 
a partner that reduces another partner's 
interest in replacement QSB stock.  A 
partner must recognize gain upon a 
distribution of replacement QSB stock to 
another partner that reduces the partner's 
share of the replacement QSB stock held by a 
partnership. The amount of gain that the 
partner must recognize is based on the 
amount of gain that the partner would 
recognize upon a sale of the distributed 
replacement QSB stock for its fair market 
value on the date of the distribution, not to 
exceed the amount that the partner 
previously deferred under section 1045 with 
respect to the distributed replacement QSB 
stock. If the partnership distributed a 
partner's share of replacement QSB stock to 
another partner, the partnership should give 
the partner whose share of the replacement 
QSB stock is reduced (a) the name of the 
corporation that issued the replacement QSB 
stock, (b) the date the replacement QSB 
stock was distributed to another partner or 
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partners, and (c) the partner's share of the 
partnership's adjusted basis and fair market 
value of the replacement QSB stock on such 
date. Use Code M8 to report this information, 
and include this information on the relevant 
attachment prepared for Code M8. 

10. Gain eligible for section 1045 rollover 
(replacement stock not purchased by 
the partnership). Include only gain 
from the sale or exchange of qualified 
small business (QSB) stock (as defined 
in the instructions for Schedule D) the 
partnership held for more than 6 
months but that was not deferred by 
the partnership under section 1045. 
See the instructions for Schedule D for 
more details. A partner (other than a 
corporation) may be eligible to defer 
his or her distributive share of this 
gain under section 1045 if he or she 
purchases other QSB stock during the 
60-day period that began on the date 
the QSB stock was sold by the 
partnership. Additional limitations 
apply at the partner level. Report with 
Code M9 on an attachment to 
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Schedule K-1 for each sale or 
exchange (a) the name of the 
corporation that issued the QSB stock, 
(b) the partner's share of the 
partnership's adjusted basis and sales 
price of the QSB stock, (c) the dates 
the QSB stock was bought and sold, 
and (d) the partner's distributive 
share of gain from the sale of the QSB 
stock. For more information, see 
Regulations section 1.1045-1. 

11. Unrecaptured section 1250 gain. Use 
the worksheet, earlier, to figure the 
unrecaptured section 1250 gain. 

12. 28% rate gain (loss). Use the 
worksheet above to figure the 28% 
rate gain (loss) (that is, collectibles 
gain or loss). A collectibles gain or loss 
is any long-term gain or deductible 
long-term loss from the sale or 
exchange of a collectible that is a 
capital asset. Collectibles include 
works of art, rugs, antiques, metals 
(such as gold, silver, and platinum 
bullion), gems, stamps, coins, 
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alcoholic beverages, and certain other 
tangible property. Also include on the 
worksheet any gain (but not loss) from 
the sale or exchange of an interest in a 
partnership or trust held more than 1 
year and attributable to unrealized 
appreciation of collectibles. For details, 
see Regulations section 1.1(h)-1. Also 
attach the statement required under 
Regulations section 1.1(h)-1(e). 

13. Any information needed by a partner 
to figure the interest due under section 
1260(b). If any portion of a 
constructive ownership transaction 
was open in any prior year, each 
partner's tax liability must be 
increased by the partner's pro rata 
share of interest due on any deferral 
of gain recognition. See section 
1260(b) for details, including how to 
figure the interest. 
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14. Extraterritorial income exclusion. See 
the instructions under Extraterritorial 
Income Exclusion  for the information 
and codes that are required to be 
reported in box 9 of Schedule K-1. 

15. Any income or gain reported on lines 1 
through 4 of Schedule K that qualifies 
as inversion gain, if the partnership is 
an expatriated entity or is a partner in 
an expatriated entity. For details, see 
section 7874. Attach a statement to 
Form 1065-B that shows the amount 
of each type of income or gain 
included in the inversion gain. The 
partnership must report each partner's 
distributive share of the inversion gain 
in box 9 of Schedule K-1 using Code P. 
Attach a statement to Schedule K-1 
that shows the partner's distributive 
share of the amount of each type of 
income or gain included in the 
inversion gain. 

16. Commercial revitalization deduction 
from rental real estate activities. Enter 
this amount as Code Q in box 9 of 
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Schedule K-1. If the deduction is for a 
nonrental building, it is deducted by 
the partnership on line 23 of Form 
1065-B. See the instructions under 
Line 23. Deductions for more 
information. 

17. For corporate partners only, enter the 
following information in box 9 for 
purposes of the interest deduction 
limitations under section 163(j). Using 
Code R1, enter the corporate partner's 
distributive share of interest income 
reported in Parts I and II of the return. 
Using Code R2, enter the corporate 
partner's distributive share of interest 
expense reported in Parts I and II of 
the return. 

18. Domestic production activities 
deduction (Codes S1, S2, and S3). 

The partnership does not compute the 
domestic production activities deduction, but 
must provide its partners with the information 
they need to compute the deduction on Form 
8903, Domestic Production Activities 
Deduction. If the partnership meets certain 
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requirements (explained below), it can choose 
to calculate qualified production activities 
income (QPAI) and Form W-2 wages (W-2 
wages) at the partnership level and report 
these amounts on Schedule K-1 for its 
qualified partners using Codes S2 and S3. See 
QPAI and Form W-2 wages computed at 
partnership level (Codes S2 and S3) , below, 
for details. 

If the partnership does not compute QPAI and 
W-2 wages at the partnership level or it has 
partners that are required to compute QPAI 
and W-2 wages at the partner level, it must 
report on Schedule K-1, using Code S1, the 
partner's distributive share of the information 
listed under QPAI and Form W-2 wages 
computed at partner level (Code S1) , next. 

QPAI and Form W-2 wages computed at 
partner level (Code S1). If the partnership 
does not calculate QPAI and W-2 wages at 
the partnership level, attach a statement to 
Schedule K-1 providing each partner's 
distributive share of the following information 
for Code S1 of box 9. Identify any amounts 
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from oil-related production activities and list 
them separately. 

• Domestic production gross receipts 
(DPGR). 

• Gross receipts from all sources.  

• Cost of goods sold allocable to DPGR.  

• Cost of goods sold from all sources. 

• Total deductions, expenses, and losses 
directly allocable to DPGR. 

• Total deductions, expenses, and losses 
directly allocable to a non-DPGR class of 
income. 

• Other deductions, expenses, and losses 
not directly allocable to DPGR or another 
class of income. 

• W-2 wages properly allocable to DPGR.  

• Any other information a partner needs to  
use the section 861 method to allocate 
and apportion cost of goods sold and 
deductions between DPGR and other 
receipts. See Form 8903 and its 
instructions for more details. If the 
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partnership chooses to compute QPAI and 
Form W-2 wages at the partnership level, 
see the instructions below. 

QPAI and Form W-2 wages computed at 
partnership level (Codes S2 and S3). 
Eligible partnerships can choose to compute 
QPAI and W-2 wages at the partnership level 
and report each qualified partner's 
distributive share of QPAI (using Code S2) 
and W-2 wages (using Code S3) on Schedule 
K-1. See the special rules for non-qualifying 
partners of an eligible section 861 partnership 
below. 

Generally, the partnership must allocate QPAI 
to its partners in the same proportion as 
gross income and allocate W-2 wages in the 
same proportion as wage expense. For 
information on computing QPAI and W-2 
wages at the partnership level, see Rev. Proc. 
2007-34, 2007-23 I.R.B. 1345, available at 
www.irs.gov/pub/irs-irbs/ irb07-23.pdf, and 
the Instructions for Form 8903. See the 
eligibility requirements and reporting rules for 
each type of eligible partnership below. 
Qualifying in-kind partnerships and expanded 
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affiliated group partnerships (defined in 
Regulations section 1.199-3(i)(7) and (8)) are 
not eligible to compute QPAI and W-2 wages 
at the partnership level. 

QPAI from oil-related activities. 
Partnerships computing QPAI at the 
partnership level must report the total 
amount of QPAI (including QPAI from oil-
related activities) using Code S2 and attach a 
statement for Code S2 to separately report 
the amount of oil-related QPAI (if any). 

a. Eligible section 861 
partnership. An eligible section 
861 partnership is a partnership 
that satisfies each of the 
following requirements for its 
current tax year. 

i. It has at least 100 partners on any 
day during the partnership's tax 
year. 

ii. At least 70% of the partnership is 
owned, at all times during its tax 
year, by qualifying partners. A 
qualifying partner is a partner that, 
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on each day during the partnership's 
tax year that the partner owns an 
interest in the partnership: (a) is not 
a general partner or a managing 
member of a partnership organized 
as a limited liability company, (b) 
does not materially participate in the 
activities of the partnership, (c) 
does not own, alone or combined 
with the interests of all related 
persons, 5% or more of the profits 
or capital interests in the 
partnership, or (d) is not an 
ineligible partnership (qualifying in-
kind partnerships and expanded 
affiliated group partnerships defined 
in Regulations section 1.199-3(i)(7) 
and (8)). 

iii. It has DPGR. An eligible section 861 
partnership must use the section 861 
method of cost allocation to figure 
QPAI and W-2 wages (see the 
Instructions for Form 8903 for 
details). The partnership cannot 
allocate QPAI and W-2 wages 
computed at the partnership level to 
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non-qualifying partners (qualifying 
partners are defined as part of the 
definition of an eligible section 861 
partnership above). Instead, it must 
attach a statement to the Schedule 
K-1 for each non-qualifying partner 
that provides the partner's 
distributive share of the items listed 
under QPAI and Form W-2 wages 
computed at partner level (Code S1) 
above. The partnership items 
allocated to non-qualifying partners 
must be excluded for purposes of 
computing QPAI and W-2 wages at 
the partnership level. 

b. Eligible widely held pass-
through partnership. An 
eligible widely held pass-through 
partnership is a partnership that 
satisfies each of the following 
requirements for the current tax 
year. 

i. It has average annual gross receipts 
for the 3 tax years preceding the 
current tax year of $100 million or 
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less, or has total assets at the end of 
the current tax year of $10 million or 
less. 

ii. It has total cost of goods sold and 
deductions that, together, are $100 
million or less. 

iii. It has DPGR.  

iv. On every day during the current tax 
year, all of its partners are 
individuals, estates, or trusts 
described or treated as described in 
section 1361(c)(2). 

v. On every day during the current tax 
year, no partner owns, alone or 
combined with the ownership 
interests of all related persons, more 
than 10% of the profits or capital 
interests in the partnership. 

An eligible widely held pass-through 
partnership must use the simplified deduction 
method of cost allocation to figure QPAI and 
W-2 wages (see the Instructions for Form 
8903 for details). 
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c.   Eligible small pass-through 
partnership.  An eligible small 
pass-through partnership is a 
partnership that satisfies each of 
the following requirements for 
the current tax year. 

i. The partnership satisfies one of the 
following: (a) It has average annual 
gross receipts for the 3 tax years 
preceding the current tax year of $5 
million or less, (b) it is engaged in 
the trade or business of farming and 
is not required to use the accrual 
method of accounting, or (c) it is 
eligible to use the cash method of 
accounting under Rev. Proc. 2002-
28, 2002-18 I.R.B. 815 (that is, it 
has average annual gross receipts of 
$10 million or less and is not 
excluded from using the cash 
method under section 448). 

ii. It has total costs of goods sold and 
deductions that, together, are $5 
million or less. 

iii. It has DPGR.  
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iv. It does not have a partner that is an 
ineligible partnership (qualifying in-
kind partnerships and expanded 
affiliated group partnerships defined 
in Regulations section 1.199-3(i)(7) 
and (8)). 

An eligible small pass-through partnership 
must use the small business simplified overall 
method to figure QPAI and W-2 wages (see 
the Instructions for Form 8903 for details). 

Note.  If a partnership satisfies the 
requirements for more than one type of 
eligible partnership, it may choose any one of 
the allocation methods for which it qualifies to 
figure QPAI and W-2 wages. See Rev. Proc. 
2007-34 for more information on the 
eligibility requirements and rules for 
computing QPAI and W-2 wages at the 
partnership level. 

19. Compensation to partners deferred 
under a section 409A nonqualified 
deferred compensation plan that does 
not meet the requirements of section 
409A. Include in this amount any 
earnings on these deferrals. Enter this 
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amount in box 9 of Schedule K-1 using 
Code T. This amount must also be 
included on line 7 of Schedule K, 
Guaranteed Payments to Partners. If 
the section 409A deferred 
compensation was part of a 
transaction in which the partner was 
not acting as a member of the 
partnership (under section 707(a)), 
report the income and section 409A 
deferred compensation information on 
Form 1099-MISC. 

20. Net investment income (code U). 
Use code U to report any information 
that may be relevant for partners to 
figure their net investment income tax 
when the information is not otherwise 
identifiable elsewhere on Schedule K-
1. Attach a statement that shows “Box 
9, Code U” and a description and dollar 
amount of each relevant item. 

Examples of items reported using code U may 
include the following. 

• Taxable income (loss) from rental real 
estate activities reported on Form 1065-B, 
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Schedule K, line 1b(2), and taxable 
income (loss) from other rental activities 
reported on Form 1065-B, Schedule K, 
line 1b(3), derived from a section 212 for-
profit activity (and not from a section 162 
trade or business). 

• Gains and losses from dispositions of 
assets attributable to a section 212 for-
profit activity (and not from a section 162 
trade or business). 

• Gain reported on the installment sale 
basis (or attributable to a private annuity) 
that is attributable to the disposition of 
properly held in a trade or business. 

• Gain or loss from the disposition of a 
partnership interest, but only if such 
partnership was engaged, directly, or 
indirectly, in one or more trades or 
businesses, and at least one of those 
trades or businesses was not trading in 
financial instruments or commodities. 

• The partner's distributive share of interest 
income, or interest expense, which is 
attributable to a loan between the 
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partnership and the partner (self-charged 
interest). 

• If the partnership received a Form 1065-
B, Schedule K-1, the detail and amounts 
reported to the partnership using code U. 

• If the partnership received a Form 1065, 
Schedule K-1, the detail and amounts 
reported to the partnership using code Y. 

• If the partnership received a Form 1041, 
Schedule K-1, the amount of the 
adjustment reported. 

• Guaranteed payments (reported on Form 
1065-B, Schedule K, line 7 unrelated to 
services, such as for the use of capital or 
attributable to section 736(a)(2) 
payments for unrealized receivables or 
goodwill. 

• Deductions included in Part ll that are not 
deductible for net investment income tax 
purposes. For example: 

a. Charitable contributions included on 
line 9. 
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b. Other deductions included on line 10b 
or 11. 

In addition, Regulations section 1.1411-10 
provides special rules with respect to stock of 
CFCs and PFICs owned by the partnership. If 
the partnership owns directly or indirectly 
stock of a CFC or PFIC, then additional 
reporting may be required under code U. 

CFCs and QEFs. In the case of stock of CFCs 
and QEFs directly or indirectly owned by the 
partnership, the partnership must provide the 
name and EIN (if one has been issued) for 
each CFC and QEF the stock of which is 
owned by the partnership for which an 
election under Regulations section 1.1411-
10(g) is not in effect. For each of these 
entities, the partnership must provide the 
following information on an entity-by-entity 
basis (to the extent such information is not 
otherwise identifiable elsewhere on Schedule 
K-1). 

• Section 951(a) inclusions.   

• Section 1293(a)(1)(A) inclusions.   

• Section 1293(a)(1)(B) inclusions.   
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• Section 959(d) distributions subject to  

section 1411.   

• Section 1293(c) distributions subject to 
section 1411. Amount of gain or loss 
derived with respect to the disposition of 
the stock of CFCs and QEFs that is taken 
into account for section 1411 purposes. 

• Amounts that are derived with respect to 
the disposition of the stock of CFCs and 
QEFs and included in income as a dividend 
under section 1248 for section 1411 
purposes. 

In the case of stock of CFCs and QEFs directly 
or indirectly owned by the partnership for 
which an election under Regulations section 
1.1411-10(g) is in effect, the partnership 
must provide the following information (to the 
extent such information is not otherwise 
identifiable elsewhere on Schedule K-1), on 
either an aggregate basis or an entity-by-
entity basis. 

•  Section 951(a) inclusions.   

• Section 1293(a)(1)(A) inclusions.   
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• Section 1293(a)(1)(B) inclusions. 

Mark-to-Market PFICs. In the case of stock 
of PFICs directly or indirectly owned by the 
partnership for which an election under 
section 1296 is in effect, the partnership must 
provide the following information (to the 
extent such information is not otherwise 
identifiable elsewhere on Schedule K-1), on 
either an aggregate basis or an entity-by-
entity basis. 

• Amounts included in income under section 
1296(a)(1). 

• Amounts deducted from income under 
section 1296(a)(2). 

Section 1291 Funds. In the case of stock of 
PFICs directly or indirectly owned by the 
partnership with respect to which direct or 
indirect partners are subject to section 1291, 
the partnership must provide the following 
information (to the extent such information is 
not otherwise identifiable elsewhere on 
Schedule K-1), on an entity-by-entity basis. 



275 
 

• Excess distributions made by a PFIC with 
respect to which a partner is subject to 
section 1291. 

• Gains derived with respect to the 
disposition of stock of a PFIC with respect 
to which a partner is subject to section 
1291. 

21. Other information (Code V). Use Code 
V to report the following items. 

• Recapture of credits. Report the recapture 
of any credit (other than partnership level 
low-income housing credit or investment 
credit) as a separately stated item. See 
the instructions under Line 26. Tax for 
reporting partnership level recapture of 
the low-income housing credit and 
investment credit. 

• Any information a partner that is a PTP 
may need to determine if it meets the 
90% qualifying income test of section 
7704(c)(2). Partners are required to notify 
the partnership of their status as a PTP. 

• If the partnership participates in a 
transaction that must be disclosed on 
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Form 8886, both the partnership and its 
partners may be required to file Form 
8886. The partnership must determine if 
any of its partners are required to disclose 
the transaction and provide those partners 
with information they will need to file 
Form 8886. This determination is based 
on the category(s) under which a 
transaction qualified for disclosure. See 
the Instructions for Form 8886 for details. 

• The partner's distributive share of any 
conservation reserve program payments 
made to the partnership. 

• The partner's distributive share of the 
partnership's gain or loss attributable to 
the sale or exchange of qualified preferred 
stock of the Federal National Mortgage 
Association (Fannie Mae) and the Federal 
Home Loan Mortgage Corporation (Freddie 
Mac). On an attached statement, show 
(a) the gain or loss attributable to the 
sale or exchange of the qualified preferred 
stock, (b) the date the stock was acquired 
by the partnership, and (c) the date the 
stock was sold or exchanged by the 
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partnership. See Rev. Proc. 2008-64, 
2008-47 I.R.B. 1195 for more information. 

• Section 108(i) information. Report the 
following.  

a. For the deferred cancellation of debt 
(COD) income, report the partner's 
deferred amount that has not been 
included in income in the current or 
prior tax years. 

b. For the deferred original issue 
discount (OID) deduction, report the 
partner's share of the partnership's 
OID deduction deferred under 
section 108(i)(2) (A)(i) that has not 
been deducted in the current or prior 
tax years. 

c. For the section 752(b) distribution, 
report the partner's share of the 
deferred section 752 amount that is 
treated as a distribution of money to 
the partner under section 752 in the 
current tax year. 

d. For the deferred section 752(b) 
distribution, report the partner's 
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deferred section 752 amount 
remaining as of the end of the 
current tax year. 

e. For previously deferred COD, report 
the partner's deferred amount that is 
includible in the current year. See 
section 108(i) for events that will 
cause previously deferred income to 
be reportable, and a special rule for 
allocating deferred income to the 
partners. For more information, see 
Election to defer income from 
cancelled debt , earlier. 

f. For the current OID deduction, 
report the partner's share of any OID 
deduction previously deferred under 
section 108(i)(2) that is allowed as a 
deduction in the current year. The 
aggregate amount of OID that is 
deferred is generally allowed as a 
deduction ratably over the five-year 
period the deferred COD income is 
includible in income under section 
108(i). For more information, see 
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Election to defer income from 
cancelled debt , earlier. 

Special rule for filers of Form 8865. Filers 
of Form 8865, Return of U.S. Persons With 
Regard to Certain Foreign Partnerships, 
cannot report a section 108(i) OID deduction 
on Form 8865, in accordance with the section 
108(i) election, unless the foreign partnership 
filed a U.S. partnership a return and made 
this election. A foreign partnership must file 
Form 1065 or Form 1065-B to make the 
section 108(i) election. These foreign 
partnerships also have an annual reporting 
requirement on Form 1065 or Form 1065-B 
for each tax year after the election until all 
items deferred under section 108(i) have 
been recognized. See Rev. Proc. 2009-37, 
2009-36 I.R.B. 309 and Regulations section 
1.108(i)-2 for details. 

• The information needed to complete 
Schedule P (Form 1120-F), List of Foreign 
Partner Interests in Partnerships, on an 
attached statement for a partner that is 
(a) a corporation (identified as a foreign 
partner under Regulations section 1.1446-
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1(c)(3)) or (b) a partnership (domestic or 
foreign) if you know, or have reason to 
know, that one or more of the partners is 
a foreign corporation. If the partnership 
allocates effectively connected income to 
the partner, provide the information 
needed to complete lines 1 through 10, 
13, 14, 15b, 17a, 17b, and 18 of Schedule 
P (Form 1120-F). If the partnership does 
not allocate effectively connected income 
to the partner, provide the information 
needed to complete lines 13, 14, and 18 
of Schedule P (Form 1120-F). The 
information must be provided in a format 
which references the specific line numbers 
of Schedule P for which the information is 
provided. For more information, see the 
Instructions for Schedule P (Form 1120-
F).  

Exceptions. The statement is not required in 
the following situations.  

1. The direct or indirect foreign corporate 
partner provides the partnership with 
a valid Form W-8BEN (within the 
meaning of Regulations section 
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1.1446-2(b)(2)(iii)) on which the 
corporation claims an exemption from 
U.S. tax by operation of an income tax 
treaty or reciprocal agreement on the 
grounds that none of the income is 
attributable to a permanent 
establishment of the partner.  

2. The partnership does not allocate any 
effectively connected income to the 
partner (foreign corporation or 
partnership) and the partnership 
receives a written statement from the 
partner (corporation or partnership) 
indicating that the information is not 
needed to determine its (or its direct 
or indirect partner(s)) U.S. federal 
income tax liabilities. 

• The partner's share of the credit for each 
separate bond credit that was reported on 
the partnership's Form 8912. Report the 
following separately: Clean renewable 
energy bond credit, Midwestern tax credit 
bond credit, new clean renewable energy 
bond credit, qualified energy conservation 
bond credit, qualified forestry 
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conservation bond credit, qualified zone 
academy bond credit, qualified school 
construction bond credit, and build 
America bond credit. 

• Any information the partner needs to 
determine whether the partnership is an 
eligible small business if the partnership is 
reporting any general business credits. A 
partnership is an eligible small business if 
its average annual gross receipts for the 
three preceding tax years were $50 
million or less. See section 38(c)(5)(C) for 
more information. 

If the partnership has deductions attributable 
to a farming business and receives an 
applicable subsidy, report the aggregate gross 
income or gain and the aggregate deductions 
from the farming business and any 
information the partners need to comply with 
the limitation on excess farm losses of certain 
taxpayers under section 461(j). 

• Any other information a partner may need 
to file his or her return that is not shown 
elsewhere on Schedule K-1. Enter this 
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information on an attachment to Schedule 
K-1. 

Instructions for the Unrecaptured 
Section 1250 Gain Worksheet 

Lines 1 through 3. If the partnership had 
more than one property described on line 1, 
complete lines 1 through 3 for each property 
on a separate worksheet. Enter the total of 
the line 3 amounts for all properties on line 3 
and go to line 4. 

Line 4. The total unrecaptured section 1250 
gain for an installment sale of property held 
more than 1 year is figured for the year of 
sale in a manner similar to that used to figure 
line 3 of the worksheet. However, the 
unrecaptured section 1250 gain must be 
allocated to the installment payments 
received from the sale. To do so, the 
partnership generally must treat the gain 
allocable to each installment payment as 
unrecaptured section 1250 gain until all such 
gain has been used in full. Figure the 
unrecaptured section 1250 gain for 
installment payments received during the tax 



284 
 

year as the smaller of (a) the amount from 
line 26 or line 37 of Form 6252 (whichever 
applies) or (b) the total unrecaptured section 
1250 gain for the sale reduced by all gain 
reported in prior years (excluding section 
1250 ordinary income recapture). However, if 
the partnership chose not to treat all of the 
gain from payments received after May 6, 
1997, and before August 24, 1999, as 
unrecaptured section 1250 gain, use only the 
amount the partnership chose to treat as 
unrecaptured section 1250 gain for those 
payments to reduce the total unrecaptured 
section 1250 gain remaining to be reported 
for the sale. 
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Box 9 Codes (Schedule K-1) 

The following codes should be used to 
describe the information located in box 9. 

• Code A1—General partner's taxable 
income (loss) from trade or business 
activities. 

• Code A2—General partner's net capital 
gain (loss) from trade or business 
activities. 

• Code A3—General partner's 28% rate gain 
(loss) from trade or business activities. 

• Code A4—General partner's general 
credits from trade or business activities. 

• Code A5—General partner's alternative 
minimum tax adjustment from trade or 
business activities. 

• Code B1—General partner's taxable 
income (loss) from rental real estate 
activities. 

• Code B2—General partner's net capital 
gain (loss) from rental real estate 
activities (for the entire year). 
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• Code B3—General partner's 28% rate gain 
(loss) from rental real estate activities. 

• Code B4—General partner's general 
credits from rental real estate activities. 

• Code B5—General partner's low-income 
housing credit from rental real estate 
activities. 

• Code B6—General partner's rehabilitation 
credit from rental real estate activities. 

• Code B7—General partner's alternative 
minimum tax adjustment from rental real 
estate activities. 

• Code C1—General partner's taxable 
income (loss) from other rental activities. 

• Code C2—General partner's net capital 
gain (loss) from other rental activities. 

• Code C3—General partner's 28% rate gain 
(loss) from other rental activities. 

• Code C4—General partner's general 
credits from other rental activities. 
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• Code C5—General partner's alternative 
minimum tax adjustment from other 
rental activities. 

• Code D—Limited partner's 28% rate gain 
(loss) from passive activities. 

• Code E—Limited partner's 28% rate gain 
(loss) from other activities. 

• Code F—Guaranteed payments.  

• Code G—Income from discharge of 
indebtedness.  

• Code H—Tax-exempt interest income.  

• Code I—Limited partner's rehabilitation 
credit from rental real estate activities.  

• Code J1—Net earnings (loss) from self-
employment.  

• Code J2—Gross nonfarm income.  

• Code K1—Name of foreign country or U.S. 
possession.  

• Code K2—Gross income from all sources.  

• Code K3—Gross income sourced at 
partner level.  
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• Code K4(a)—Passive category foreign 
source income.  

• Code K4(b)—General category foreign 
source income.  

• Code K4(c)—Other category foreign 
source income.  

• Code K5—Interest expense allocated and 
apportioned at the partner level.  

• Code K6—Other expenses allocated and 
apportioned at the partner level.  

• Code K7(a)—Deductions allocated and 
apportioned at partnership level to passive 
category foreign source income. 

• Code K7(b)—Deductions allocated and 
apportioned at partnership level to general 
category foreign source income. 

• Code K7(c)—Deductions allocated and 
apportioned at partnership level to the 
other category of foreign source income. 

• Code K8(a)—Total foreign taxes paid.  

• Code K8(b)—Total foreign taxes accrued.  
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• Code K9—Reduction in taxes available for 
credit.  

• Code L—Oil and gas activities.  

• Code M1—Other tax-exempt income.  

• Code M2—Nondeductible expenses. 

• Code M3—Unrelated business taxable 
income. 

• Code M4—Health insurance.  

• Code M5—Distributions of money (cash 
and marketable securities).  

• Code M6—Distributions of property other 
than money.  

• Code M7—Gain eligible for section 1202 
exclusion.  

• Code M8—Gain eligible for section 1045 
rollover–stock replaced.  

• Code M9—Gain eligible for section 1045 
rollover–stock not replaced.  

• Code N—Unrecaptured section 1250 gain.  

• Code O1—Foreign trading gross receipts.  



292 
 

• Code O2—Extraterritorial income 
exclusion. 

• Code P—Inversion gain.  

• Code Q—Commercial revitalization 
deduction.  

• Code R1—Corporate partner's interest 
income.  

• Code R2—Corporate partner's interest 
expense.  

• Code S1—Domestic production activities 
information.  

• Code S2—Qualified production activities 
income.  

• Code S3—Employer's W-2 wages. 

• Code T—Section 409A nonqualified 
deferred compensation.  

• Code U—Net investment income.  

• Code V—Other information. 
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Analysis of Net Income (Loss) 

For each type of partner shown, enter the 
portion of the amount shown on line 1 that 
was allocated to that type of partner. Report 
all amounts for limited liability company 
members on the line for limited partners. The 
sum of the amounts shown on line 2 must 
equal the amount shown on line 1. In 
addition, the amount on line 1 must equal the 
amount on line 9, Schedule M-1. If the 
partnership files Schedule M-3, the amount 
on line 1 must equal the amount in column 
(d) of line 26, Part II of Schedule M-3. 

In classifying partners who are individuals as 
“active” or “passive,” the partnership should 
apply the rules below. In applying these rules, 
a partnership should classify each partner to 
the best of its knowledge and belief. It is 
assumed that in most cases the level of a 
particular partner's participation in an activity 
will be apparent. 

1. If the partnership's principal activity is 
a trade or business, classify a general 
partner as “active” if the partner 



294 
 

materially participated in all 
partnership trade or business 
activities; otherwise, classify a general 
partner as “passive.” 

2. If the partnership's principal activity 
consists of a working interest in an oil 
or gas well, classify a general partner 
as “active.” 

3. If the partnership's principal activity is 
a rental real estate activity, classify a 
general partner as “active” if the 
partner actively participated in all of 
the partnership's rental real estate 
activities; otherwise, classify a general 
partner as “passive.” 

4. Classify as “passive” all partners in a 
partnership whose principal activity is 
a rental activity other than a rental 
real estate activity. 

5. If the partnership's principal activity is 
a portfolio activity, classify all partners 
as “active.” 

6. Classify as “passive” all limited 
partners and LLC members in a 
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partnership whose principal activity is 
a trade or business or rental activity. 

7. If the partnership cannot make a 
reasonable determination whether a 
partner's participation in a trade or 
business activity is material or whether 
a partner's participation in a rental real 
estate activity is active, classify the 
partner as “passive.” 

Schedule L. Balance Sheets per 
Books 
The balance sheets should agree with the 
partnership's books and records. Attach a 
statement explaining any differences. 

Partnerships reporting to the Interstate 
Commerce Commission (ICC) or to any 
national, state, municipal, or other public 
officer can send copies of their balance sheets 
prescribed by the ICC or national, state, or 
municipal authorities, as of the beginning and 
end of the tax year, instead of completing 
Schedule L. However, statements filed under 
this procedure must contain sufficient 
information to enable the IRS to reconstruct a 
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balance sheet similar to that contained on 
Form 1065-B without contacting the 
partnership during processing. 

All amounts on the balance sheet should be 
reported in U.S. dollars. If the partnership's 
books and records are kept in a foreign 
currency, the balance sheet should be 
translated in accordance with U.S. generally 
accepted accounting principles (GAAP). 

Exception. If the partnership or any qualified 
business unit of the partnership uses the 
United States dollar approximate separate 
transactions method, Schedule L should 
reflect the tax balance sheet prepared and 
translated into U.S. dollars according to 
Regulations section 1.985-3(d), and not a 
U.S. GAAP balance sheet. 

Partnerships Required To File 
Schedule M-3 

For partnerships required to file Schedule M-
3, the amounts reported on Schedule L must 
be the same as the amounts from financial 
statements used to complete Schedule M-3. If 
the partnership prepares non-tax-basis 
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financial statements, Schedule M-3 and 
Schedule L must report non-tax-basis 
financial statement amounts. If the 
partnership does not prepare non-tax-basis 
financial statements, Schedule L must be 
based on the partnership's books and records 
and may show tax-basis balance sheet 
amounts if the partnership books and records 
reflect only tax-basis amounts. 

Line 5. Tax-Exempt Securities 

Include on this line:  

1. State and local government 
obligations, the interest on which is 
excludable from gross income under 
section 103(a) and 

2. Stock in a mutual fund or other 
regulated investment company that 
distributed exempt-interest dividends 
during the tax year of the partnership. 

Line 7a. Loans to Partners (or 
persons related to partners) 

Include on this line loans to partners or 
persons related to partners. Persons are 
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related if they have a relationship specified in 
sections 267(b) or 707(b). Amounts included 
here should not be included elsewhere on 
lines 1 through 14. 

Line 14. Total Assets 

Generally, total assets at the beginning of the 
year (Schedule L, line 14, column (b)), must 
equal total assets at the close of the prior tax 
year (Schedule L, line 14, column (d)). If 
total assets at the beginning of the year do 
not equal total assets at the close of the prior 
year, attach a statement explaining the 
difference. 

For purposes of measuring total assets at the 
end of the year, the partnership's assets may 
not be netted against or reduced by 
partnership liabilities. In addition, asset 
amounts may not be reported as a negative 
number. If the partnership has an interest in 
another partnership and uses a tax-basis 
method for Schedule L, it must show as an 
asset the adjusted basis of its interest in the 
other partnership and separately show as a 
liability its share of the other partnership's 
liabilities (which are included in the 
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computation of its adjusted basis). See the 
Partner's Instructions for Schedule K-1 (Form 
1065-B) for details on how to figure the 
adjusted basis of a partnership interest. If 
Schedule L is non-tax-basis, investment in a 
partnership may be shown as appropriate 
under the non-tax-basis accounting method 
of the partnership including, if required by the 
non-tax-basis accounting method of the 
partnership, the equity method of accounting 
for investments, but must be shown as a non-
negative amount. 

Example. Partnership A prepares a tax-basis 
Schedule L and is a general partner in 
Partnership B, a general partnership. 
Partnership A's adjusted basis in Partnership 
B at the end of the tax year is $16 million. 
Partnership A's share of Partnership B's 
liabilities is $20 million, which is included in 
the $16 million adjusted basis amount. On its 
Schedule L, Partnership A must report $16 
million on line 8 as the amount of its 
investment asset in Partnership B and report 
on line 21 its $20 million share of Partnership 
B's liabilities. These amounts cannot be 
netted on Schedule L. 
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Line 18. All Nonrecourse Loans 

Nonrecourse loans are those liabilities of the 
partnership for which no partner bears the 
economic risk of loss. If the partnership's 
nonrecourse liabilities include its share of the 
liabilities of another partnership, the 
partnership's share of those liabilities must be 
reflected on line 18. 

Line 19a. Loans from Partners (or 
persons related to partners) 

Include on this line loans from partners or 
persons related to partners. Persons are 
related to partners if they have a relationship 
specified in sections 267(b) or 707(b). 
Amounts included here should not be included 
elsewhere on lines 15 through 22. 

Line 20. Other Liabilities 

A partnership that is a partner in a tiered 
partnership must include as a liability on line 
20 the partner's share of the tiered 
partnership's liabilities to the extent they are 
recourse liabilities to the partner. 
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Schedule M-1. Reconciliation of 
Income (Loss) per Books With 
Income (Loss) per Return 

Note. Schedule M-3 may be required instead 
of Schedule M-1. See Item J. Schedule M-3 
(Form 1065) , earlier. See the Instructions for 
Schedule M-3 for more information. 

Line 2 

Report on this line income included on 
Schedule K, lines 1c, 1d, 2, 3, 4a, 4b, and 8 
not recorded on the partnership's books this 
year. Describe each such item of income. 
Attach a statement if necessary. 

Line 3. Guaranteed Payments 

Include on this line guaranteed payments 
shown on Schedule K, line 7. 

Line 4b. Travel and Entertainment 

Include on this line the following.  

• Meal and entertainment expenses not 
deductible under section 274(n).  
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• Expenses for the use of an entertainment 
facility. See Code Sec. 274(a)(1)(B).  

• The part of business gifts over $25. See 
Code Sec. 274(b). 

• Expenses of an individual allocable to 
conventions on cruise ships over $2,000. 
See Code Sec. 274(h)(2). 

• Employee achievement awards over $400. 
See Code Sec. 274(j)(2)(A). 

• The part of the cost of entertainment 
tickets that exceeds face value (also 
subject to 50% limit). See Code Sec. 
274(I)(1)(A). 

• The part of the cost of skyboxes that 
exceeds the face value of nonluxury box 
seat tickets. See Code Sec. 274(I)(2). 

• The part of the cost of luxury water travel 
expenses not deductible under section 
274(m)(1)(A). 

• Expenses for travel as a form of 
education. See Code Sec. 274(m)(2). 
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• Nondeductible club dues. See Code Sec. 
274(a)(3). 

• Other travel and entertainment expenses 
not allowed as a deduction. 

Schedule M-2. Analysis of 
Partners' Capital Accounts 

Show what caused the changes during the tax 
year in the partners' capital accounts as 
reflected on the partnership's books and 
records. 

The partnership may use tax-basis amount or 
apply the rules in Regulations section 1.704-
1(b)(2)(iv) to determine the partners' capital 
accounts in Schedule M-2. If the beginning 
and ending capital accounts reported under 
these rules differ from the amounts reported 
on Schedule L, attach a statement reconciling 
any differences. 

Line 2. Capital Contributed During 
Year 

Include on line 2a the amount of money 
contributed and on line 2b the amount of 
property contributed by each partner to the 
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partnership as reflected on the partnership's 
books and records. 

Line 3. Net Income (Loss) per Books 

Enter on line 3 the net income (loss) shown 
on the partnership books used in maintaining 
the partners' capital accounts for purposes of 
Schedule K-1. 

Line 6. Distributions 

Line 6a. Cash. Enter on line 6a the amount 
of money distributed to each partner by the 
partnership. For purposes of line 6a, "money" 
includes marketable securities, as described 
in section 731(c). 

Line 6b. Property. Enter on line 6b the 
amount of property distributed to each 
partner by the partnership as reflected on the 
partnership's books and records. Include 
withdrawals from inventory for the personal 
use of a partner. 

Paperwork Reduction Act Notice.  We ask 
for the information on these forms to carry 
out the Internal Revenue laws of the United 
States. You are required to give us the 
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information. We need it to ensure that you 
are complying with these laws and to allow us 
to figure and collect the right amount of tax. 

You are not required to provide the 
information requested on a form that is 
subject to the Paperwork Reduction Act 
unless the form displays a valid OMB control 
number. Books or records relating to a form 
or its instructions must be retained as long as 
their contents may become material in the 
administration of any Internal Revenue law. 
Generally, tax returns and return information 
are confidential, as required by section 6103. 

The time needed to complete and file the 
following forms and related schedules will 
vary depending on individual circumstances. 
The estimated average times are:  
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