Partnership Returns, Tax Year 2014

S0l Has Published Partnership Data Annually Since
1957

A partnership is the relationship between two or more persons who
join to carry on a trade or business. Each person contributes money,
property, labor, or skill with the expectation of sharing in the profits
and losses of the business, regardless of whether a formal partner-
ship agreement was made. Every partnership that engages in trade
or business, or has income from sources in the United States, must
file an annual information return with the Internal Revenue Service,
either Form 1065, U.S. Partnership Return of Income, or Form 1065-B,
U.S. Return of Income for Electing Large Partnerships.

The IRS Statistics of Income (SOI) Division has published partner-
ship data annually since 1957. Prior to that, SOI published financial
data for 1939, 1946, 1947, and 1953 only. SOI individual income tax
statistics show the number of returns with income or loss from part-
nerships, and the corresponding amounts, starting with 1917. SOI
data include the number of partnerships since then.

continued to increase for Tax Year 2014. Partnerships filed

more than 3.6 million tax returns for the year, representing
more than 27 million partners. The real estate and rental and
leasing sector contained just over half of all partnerships (50.3
percent) and over a quarter of all partners (28.5 percent).

Total assets, total receipts, and total net income (loss) all in-
creased compared to the previous year (Figure A).! The finance
and insurance sector accounted for the largest portion of each of
these three critical financial figures.

T he number of partnerships and partners in the United States

Figure A
Partnership Returns: Percentage Changes in Selected Items,
Tax Years 2005-2014

Tax Number of Number of Total Total ‘I;z:;lr::t

year partnerships partners assets receipts (loss)

@ @ 3 “ ®)
2005 8.5 4.2 18.3 23.1 41.9
2006 6.6 3.2 24.8 125 22.1
2007 5.1 10.7 18.9 14.9 2.5
2008 1.6 4.2 -5.5 -0.3 -33.0
2009 0.7 9.5 -2.4 -18.1 -10.5
2010 2.5 6.1 5.4 14.3 44.9
2011 1.1 8.7 3.8 9.8 -2.2
2012 3.1 3.9 7.0 9.4 33.9
2013 2.1 8.5 9.8 7.1 -1.2
2014 4.4 0.8 8.1 5.6 9.0

SOURCE: IRS, Statistics of Income Division, Partnerships, April 2016.
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Highlights

« Partnerships filed more than 3.6 million tax returns for 2014, a
4 4-percent increase over the number filed for 2013. These returns
represented 27.7 million partners, up 0.8 percent from the previous
year.

Domestic limited liability companies (LLCs) made up the majority
(67.4 percent) of all partnerships, surpassing all other entity types
for the 13 consecutive year.

Domestic limited partnerships represented only 11.5 percent of all
partnerships but reported the most profits (32.2 percent), and the
largest share of partners (44.2 percent).

Real estate and rental and leasing accounted for about half (50.3
percent) of all partnerships and over a quarter (28.5 percent) of all
partners. The finance and insurance sector reported the largest
shares of total net income (loss) (41.4 percent), total assets (56.4
percent), and total receipts (23.4 percent) for 2014.

Total assets increased 8.1 percent between 2013 and 2014, from
$24.2 trillion to $26.1 trillion. All 20 industrial sectors reported an
increase.

Receipts totaled $7.5 trillion for 2014, up 5.6 percent from the
amount reported for 2013. Business receipts made up the majority
of total receipts (69.4 percent), rising 2.3 percent for the year.

Total netincome (loss), or profit, increased 8.9 percent, from $768.8
billion for 2013 to $837.4 billion for 2014. Ordinary business income
accounted for the majority of this increase.

Between 2013 and 2014, total income (loss) minus total deductions
available for allocation increased from $1,478.5 billion to $1,722.5
billion. Partners classified as partnerships received the largest share
of income (loss) allocated to partners, $586.3 billion.

The number of partnerships grew 4.4 percent (from 3,460,699
to 3,611,255) between 2013 and 2014 (Figure B). Since 2005,
the number of partnerships has grown at an average annual rate
of 2.6 percent. Partnerships classified as limited liability compa-
nies (LLCs) accounted for the majority of this growth.>

The number of partners has grown each of the last 10 years,
increasing 0.8 percent (from 27,491,241 to 27,714,478) between
2013 and 2014. Partnerships with less than 3 partners made
up more than half (55.0 percent) of all partnerships (Figure C).
These same-sized partnerships accounted for more than a quar-
ter (26.2 percent) of all partnerships with total assets of $100
million or more. Despite the large portion of partnerships with
less than 3 partners, partnerships with 100 or more partners

! This article references Tax Year 2013 data. For further information on these data, see Ron DeCarlo et al., “Partnership Returns, 2013,” Statistics of Income Bulletin, Fall 2015, Volume 35,

Number 2.

2 For more information on LLCs, see the “Explanation of Selected Terms” section of this article.
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Partnerships, Tax Year 2014

Figure B
Partnership Returns: Number of Partnerships and Partners, by Selected Industrial Group, Tax Years 2013-2104
Number of partnerships Number of partners
. Percentage Percentage
Industrial group
2013 2014 change 2013 2014 change
(1) (2) (3) (4) (5) (6)
All industries 3,460,699 3,611,255 4.4 27,491,241 27,714,478 0.8
Finance and insurance 317,478 334,546 5.4 6,702,857 6,634,114 -1.0
Securities, commaodity contracts, and other financial investments
and related activities 243,220 254,206 45 5,007,791 5,163,383 3.1
Securities and commodity contracts and exchanges 9,930 10,369 4.4 424,651 375,341 -11.6
Other financial investment activities 233,290 243,837 4.5 4,583,140 4,788,042 4.5
Funds, trusts and other financial vehicles 46,150 44,434 -3.7 1,522,651 1,275,532 -16.2
Other finance and insurance 28,108 35,905 27.7 172,415 195,199 13.2
Real estate and rental and leasing 1,721,957 1,816,889 55 7,612,651 7,887,184 3.6
Real estate 1,678,148 1,781,949 6.2 7,241,979 7,577,856 4.6
Lessors of residential buildings and dwellings and cooperative
housing 532,497 605,322 13.7 2,375,317 2,548,073 7.3
Lessors of nonresidential buildings (except miniwarehouses; 662,147 726,353 9.7 2,716,703 2,890,074 6.4
Lessors of miniwarehouses and self-storage units 18,196 18,525 1.8 65,379 69,206 5.9
Lessors of other real estate property 101,672 108,373 6.6 456,286 485,239 6.3
Other real estate activities 363,634 323,377 -11.1 1,628,295 1,585,263 -2.6
Rental and leasing services and lessors of nonfinancial intangible
assets (except copyrighted works) 43,809 34,940 -20.2 370,672 309,329 -16.5

NOTES: Detail may not add to totals because of rounding. For data on additional industries, see Table 10.

SOURCE: IRS, Statistics of Income Division, Partnerships, April 2016.

accounted for just under half (48.1 percent) of all partners
in2014.

Partnerships do not pay taxes on their income, but “pass
through” any profits and losses to their partners, who must in-
clude those profits and losses on their income tax returns. For
2014, partnerships passed through $1,722.5 billion in total
income (loss) minus total deductions available for allocation to
their partners (Table 5). This amount represents a 16.5-percent
increase from 2013 when partnerships passed through $1,478.5
billion. The finance and insurance sector accounted both for the
largest amount reported and the biggest change in passthrough
dollars, increasing $170.7 billion to $1,091.5 billion for 2014.
For the third consecutive year, partners who are partnerships
received the largest portion of this income for 2014.3

Finance and Insurance Industry Dominated Assets,

Receipts, and Net Income (Loss)
Historically, partnerships classified in the real estate and rental
and leasing sector have dominated the statistics for both the
number of partnerships and partners. This sector accounted for
half of all partnerships for 2014 (50.3 percent) and about half
for 2013 (49.8 percent). Partners from this sector made up more
than a quarter of all partners for 2014 (28.5 percent) and 2013
(27.7 percent). While partnerships in this sector made up the
majority of all partnerships, they reported 21.6 percent of total
assets, only 7.2 percent of total receipts, and 10.9 percent of
total net income (loss) for 2014 (Figure D).

The finance and insurance sector, however, represented a
larger percentage of several key money amounts, compared to

all other sectors for 2014. Partnerships classified in this sector
reported the largest share of total assets (56.4 percent), total re-
ceipts (23.4 percent), and total net income (loss) (41.4 percent).
However, this sector accounted for a smaller portion of total
partnerships (9.3 percent) and partners (23.9 percent).

The other financial investment activities industry remained
the dominant industry in the finance and insurance sector for
the year. It represented the largest share of the sector’s partner-
ships (72.9 percent), partners (72.2 percent), total assets (82.9
percent), total net income (loss) (79.9 percent), and total re-
ceipts (79.2 percent) for 2014. Furthermore, this industry has
accounted for 60 percent or more of these categories since 2004.

Total Assets Continued to Increase

Total assets for all partnerships increased for the fifth year in
a row. For 2014 all 20 industrial sectors reported an increase,
compared to 18 in both the previous 2 years. For partnerships
reporting balance sheet information, total assets rose 8.1 percent
(from $24.2 trillion to $26.1 trillion) between 2013 and 2014
(Figure D). The finance and insurance sector accounted for the
largest portion of this growth, with an increase of $1,029.1 bil-
lion (from $13,707.4 billion to $14,736.6 billion), followed by
the real estate and rental and leasing sector with an increase of
$394.0 billion (from $5,242.6 billion to $5,636.5 billion).

Total Receipts Rose 5.6 Percent Between 2013 and 2014

Partnerships reported a 5.6-percent increase in total receipts
(from $7.1 trillion to $7.5 trillion) between 2013 and 2014.
Business receipts made up the majority of total receipts (69.4

3 For further discussion of passthrough income, see the section of this article entitled “Partnerships Allocated More Than $1.7 Trillion to Their Partners in 2014.”
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Figure C
Partnership Returns: Number of Partnerships and Partners, by
Number of Partners per Partnership, Tax Year 2014

Partnerships with
Total $100,000,000 or more
Number of panners number of in assets
per partnership )
partnerships Number of | Percentage
partnerships of total
1) (2 (3)
Number of partnerships, total 3,611,255 26,107 0.7
Number of partners per
partnership:
Less than 3 1,985,615 6,851 0.3
3 less than 5 997,722 5,362 0.5
5 less than 10 424,616 3,457 0.8
10 less than 20 116,483 2,425 2.1
20 less than 30 38,033 1,284 34
30 less than 40 13,899 966 7.0
40 less than 50 9,691 821 8.5
50 less than 60 4,077 641 15.7
60 less than 70 3,332 520 15.6
70 less than 80 4,323 478 111
80 less than 90 1,533 340 22.2
90 less than 100 2,206 332 15.1
100 or greater 9,725 2,629 27.0
__1,000 or greater [1] 384 249 64.7
Partnerships with
Total $100,000,000 or more
Number of panr?ers number of in assets
per partnership
partners Number of | Percentage
partners of total
4 ®) (6)
Number of partners, total 27,714,478 10,966,087 39.6
Number of partners per
partnership:
Less than 3 3,968,473 13,700 0.3
3 less than 5 3,344,985 17,929 0.5
5 less than 10 2,598,977 22,492 0.9
10 less than 20 1,584,585 33,434 2.1
20 less than 30 909,250 31,326 3.4
30 less than 40 470,833 33,014 7.0
40 less than 50 427,618 36,381 8.5
50 less than 60 222,270 34,851 15.7
60 less than 70 214,282 33,609 15.7
70 less than 80 315,711 35,405 11.2
80 less than 90 129,831 28,683 22.1
90 less than 100 205,716 31,340 15.2
100 or greater 13,321,948 10,613,924 79.7
1,000 or greater [1] 11,455,428 10,049,164 87.7

[1] These statistics are also included on the line entitled “100 or greater.”
NOTE: Detail may not add to totals because of rounding.
SOURCE: IRS, Statistics of Income Division, Partnerships, April 2016.

percent), and showed a corresponding increase of $116.5 billion
(to $5.2 trillion) for the year (Table 7). (See the “Explanation of
Selected Terms” section for the definition of total receipts and
business receipts.) Almost all (19 out of 20) industrial sectors
reported a rise in total receipts for the year. Wholesale trade
was the exception with a $187.7 billion decline. The finance and
insurance sector reported the largest dollar gain in total receipts,
rising $209.3 billion (from $1,539.2 billion to $1,748.4 billion).

Seventeen Industrial Sectors Reported an Increase in

Total Net Income (Loss)

Total net income (loss) or profits increased 8.9 percent (from
$768.8 billion to $837.4 billion) between 2013 and 2014
(Figure E). Ordinary business income accounted for the major-
ity of this increase ($53 billion). Increases in dividends ($13.5
billion) and royalty income ($7.0 billion) also added to the total
amount. Partnerships reported the largest decrease in interest
income (down $3.2 billion), which offset some of the increases
for the year.

For Tax Year 2014, some 17 industrial sectors reported an
increase in profits, contrasting to 2013 when 12 sectors showed
a decline in profits (Table 10). The finance and insurance sector
reported the largest overall increase in profits (up $30.4 billion)
for the second consecutive year. The securities, commodity
contracts, and other financial investments and related activities
subsector reported the largest portion of this increase (up $28.9
billion).

Limited Liability Companies Made Up the Majority of

All Partnerships for the 13'" Consecutive Year
Partnerships classify their business structures as one of six entity
types: domestic general partnership, domestic limited partner-
ship, domestic limited liability company, domestic limited li-
ability partnership, foreign partnership, or “other” partnership.
(See the “Explanation of Selected Terms” section for definitions
of the entity types.)

Limited liability companies (LLCs) made up the majority of
all partnerships (67.4 percent), surpassing all other entity types
for the 13™ consecutive year. The number of LLCs rose to 2.4
million after increasing 6.4 percent between 2013 and 2014
(Figure F). Partners associated with LLCs increased 5.2 percent
(from 9.7 million to 10.2 million) and LLC profits increased
14.9 percent (from $241.9 billion to $277.9 billion) (Figure
G). LLCs represented 33.2 percent of the overall profits for all
partnerships for 2014, an increase from 31.5 percent in 2013.
Looking at gains and losses separately, the losses for LLCs
($212.6 billion) were more than double the combined losses for
general and limited partnerships ($93.1 billion) and reduced the
net profit amount for partnerships overall.

In contrast to LLCs, limited partnerships represented only
11.5 percent of all partnerships, reported the most profits (32.2
percent), and had the largest share of partners (44.2 percent).
Over the last 10 years, the number of limited partnerships has
remained constant, while the number of partners associated with
those partnerships has risen 76.3 percent and profits have in-
creased 50.2 percent (Figure H). The total net income (loss) for
limited partnerships increased $10.9 billion (from $249.9 billion
to $270 billion) between 2013 and 2014.

Prior to 2002, domestic general partnerships were consis-
tently the most common type of partnership and have ranked
second since that time. This type of partnership accounted for
15.9 percent (0.6 million) of all partnerships for Tax Year 2014.
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Figure D

Partnership Returns: Total Assets, Total Receipts, and Total Net Income (Loss), by Selected Industrial Group, Tax Years 2013-2014

[Money amounts are in thousands of dollars]

Total assets Total receipts Total net income (loss)
. Percentage Percentage Percentage
Industrial group
2013 2014 change 2013 2014 change 2013 2014 change
@ @) ®3) “4) (5) (6) @) ®) 9)
All industries 24,163,126,120 26,128,933,308 8.1 | 7,073,877,266 | 7,471,787,683 5.6 768,841,333 | 837,442,914 8.9
Finance and insurance 13,707,433,563 14,736,566,412 7.5 | 1,539,178,985 | 1,748,443,545 13.6 316,000,368 | 346,358,782 9.6
Securities, commodity contracts, and other financial
investments and related activities 11,811,809,591 12,779,713,135 8.2 | 1,323,908,844 | 1,508,873,954 14.0 258,074,319 | 287,001,193 11.2
Securities and commodity contracts and exchanges 675,668,054 565,512,863 -16.3 115,672,918 123,868,857 7.1 6,219,684 10,121,370 62.7
Other financial investment activities 11,136,141,536 12,214,200,272 9.7 | 1,208,235,926 | 1,385,005,098 14.6 251,854,635 | 276,879,823 9.9
Funds, trusts and other financial vehicles 1,667,383,888 1,707,194,007 2.4 157,019,193 170,085,118 8.3 45,621,410 45,581,298 -0.1
Other finance and insurance 228,240,084 249,659,270 9.4 58,250,948 69,484,473 19.3 12,304,639 13,776,291 12.0
Real estate and rental and leasing 5,242,573,943 5,636,547,190 7.5 489,007,095 538,776,944 10.2 82,333,845 91,411,797 11.0
Real estate 5,099,273,513 5,481,666,674 7.5 442,307,380 486,662,872 10.0 70,496,746 78,297,270 111
Lessors of residential buildings and dwellings
and cooperative housing 1,338,358,418 1,468,265,830 9.7 62,259,002 72,570,590 16.6 -8,331,996 -5,702,477 31.6
Lessors of nonresidential buildings (except
miniwarehouses) 2,425,126,835 2,654,212,318 9.4 174,220,420 179,106,411 2.8 61,624,928 62,069,640 0.7
Lessors of miniwarehouses and self-storage units 47,749,847 50,270,520 5.3 4,303,136 6,096,308 41.7 2,683,904 3,306,420 23.2
Lessors of other real estate property 180,560,712 188,085,160 4.2 14,697,002 22,892,240 55.8 5,378,972 6,254,746 16.3
Other real estate activities 1,107,477,701 1,120,832,846 12 186,827,820 205,997,324 10.3 9,140,938 12,368,940 35.3
Rental and leasing services and lessors of nonfinancial
intangible assets (except copyrighted works) 143,300,430 154,880,516 8.1 46,699,716 52,114,072 11.6 11,837,099 | 13,114,527 10.8
NOTES: Detail may not add to totals because of rounding. For data on additional industries, see Table 10.
SOURCE: IRS, Statistics of Income Division, Partnerships, April 2016.
Figure E
Partnership Returns: Components of Total Net Income (Loss), Tax Years 2013-2014
[Money amounts are in thousands of dollars]
Change
Iltem 2013 2014
Amount Percentage
@ @ 3 4
Total net income (loss) [1] 768,841,333 837,442,914 68,601,581 8.9
Ordinary business income (loss) 387,606,756 440,572,628 52,965,872 13.7
Interest income 156,987,861 153,825,358 -3,162,503 -2.0
Dividend income 149,196,774 162,729,221 13,532,447 9.1
Royalties 27,693,086 34,711,302 7,018,216 25.3
Net rental real estate income (loss) 42,943,661 42,841,947 -101,714 -0.2
Other net rental income (loss) 4,413,193 2,762,459 -1,650,734 -37.4

[1] Total net income (loss) is discussed in the Explanation of Selected Terms section.
NOTE: Detail may not add to totals because of rounding.
SOURCE: IRS, Statistics of Income Division, Partnerships, April 2016.

For the first time since 2005, the number of general partnerships
showed a slight increase (from 563,195 to 574,181). Despite
the slight increase for 2014, the number of domestic general
partnerships has declined 27 percent over the past 10 years
(Figure I).

Partnerships Allocated More Than $1.7 Trillion to Their
Partnersin 2014

Partners may be corporations, individuals, other partnerships,
tax-exempt organizations, nominees, and other legal entities.
For 2014, all partnerships reported a total of $2,124.2 billion
in total income (loss) available for allocation before deduc-
tions (Table 5). For separately stated deductions (such as con-
tributions and interest investment expense), all partnerships
reported a total of $401.7 billion. The difference between total
income (loss) and total deductions resulted in $1,722.5 billion
of total income (loss) minus total deductions available for al-
location to partners, a 16.5-percent increase (or $244 billion)

over 2013. Of the $1,722.5 billion available for allocation to
partners, almost all (98.6 percent or $1,699 billion) was identi-
fied by type of partner. The difference between total income
(loss) minus total deductions available for allocation and
income (loss) allocated to partners was due to some partner-
ships’ failure to report allocations, by type of partner, on their
originally filed returns.

Earlier trends in dollars allocated by partner type have fluctu-
ated in recent years. For the third consecutive year, partnerships
surpassed both corporations and individuals as the top income
(loss) recipients. Partnerships passed $586.3 billion through to
partners classified as partnerships for 2014, a $94.7-billion in-
crease over the $491.6 billion passed through for 2013. In ad-
dition, partnerships passed $422.6 billion through to partners
classified as individuals, surpassing the passthrough totals for
corporate partners. Partnerships passed $418.5 billion through
to partners classified as corporations for 2014, an increase over
the $378.1 billion passed through for 2013 (Figure J).
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Figure F
Number of Partnerships by Type of Entity, Tax Years 2005-2014

Number of partnerships

2,500,000
Domestic Limited Liability Companies
2,000,000
1,500,000 C
1,000,000
Domestic General Partnerships
e
500,000 Domestic Limited Partnerships
Domestic Limited Liability Partnerships
0 - Other [1]

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Tax year
[1] Data for "other" partnerships include foreign partnerships, as well as partnerships which

checked the "other” box, Form 1065, Schedule B, line 1, Type of Entity, or did not check a box.
SOURCE: IRS, Statistics of Income Division, Partnerships, April 2016.

Figure G

Domestic Limited Liability Companies: Number of Partnerships
and Partners, and Amount of Net Income (Loss), by Income and
Loss, Tax Years 2005-2014

Current dollars (in billions) Number (in thousands)

600 6,500
500 6,000
5,500
400
5,000
300 4,500
200 4,000
3,500
100
3,000
0 2,500
-100 2,000
1,500
-200 —
1,000
-300 500
-400 0
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Tax year

mmmmm Net income Net loss
e # Of partnerships with income e # of partnerships with loss
e # Of partners with Income e # Of partners with loss

NOTE: For the full tabular data represented in this figure, see Tables 9a, 9b, and 9c.
SOURCE: IRS, Statistics of Income Division, Partnerships, April 2016.

Since the North American Industry Classification System
(NAICS) data were first reported in 1998, partnerships classified
in the finance and insurance sector have had the largest share
of allocations (with the exception of 2002). This trend contin-
ued for 2014, when this sector reported 63 percent of the total

Figure H

Domestic Limited Partnerships: Number of Partnerships and
Partners, and Amount of Net Income (Loss), by Income and Loss,
Tax Years 2005-2014

[Money amounts are in thousands of dollars]

Current dollars (in billions) Number (in thousands)

350 10,000
300
250 8,000
200
150 6,000
100
50 4,000
0
-50 2,000
-100
150 E— 0

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Tax year
mmmmm Net income Net loss

e i} Of partnerships with Income e # of partnerships with loss
e # OF partners with income = # Of partners with loss

NOTE: For the full tabular data represented in this figure, see Tables 9a, 9b, and 9c.

SOURCE: IRS, Statistics of Income Division, Partnerships, April 2016.
amount of allocations to partners, which was consistent with
2013.

Increases in Gross Rents Drove a Rise in Net Rental Real

Estate Income (Loss)

For all industries, net rental real estate income (loss) decreased
0.2 percent (to $42.8 billion) between 2013 and 2014 (Figure
K). This slight reduction is the first following 4 years of gains
after 2009. This decline resulted from increases in real estate
rental expenses (up $26.4 billion) slightly outpacing increases
in gross rents (up $26.3 billion) (Table 4).

The finance and insurance sector reported the largest change
in net rental real estate income (loss), decreasing $1.1 billion to
a $2.7-billion loss for 2014. The real estate and rental and leas-
ing sector reported the largest overall amount of net rental real
estate income (loss), $44.2 billion, a 1.4-percent increase from
2013. Within this sector, the lessors of nonresidential buildings
industry reported $53.3 billion for net rental real estate income,
which was the largest amount for an individual industry. This
total was offset by an $-8.7 billion loss in the lessors of residen-
tial building sector.

Partnerships Reported Billions of Dollars in Difference
Between Financial and Tax Reporting

Schedule M-3, Net Income (Loss) Reconciliation for Certain
Partnerships, provides more detail on the differences between
financial accounting net income and tax accounting net income.
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Figure | Figure)

Domestic General Partnerships: Number of Partnerships and Partnership Returns: Income (Loss) Allocations, by Type of
Partners, and Amount of Net Income (Loss), by Income and Loss,  Partner, Tax Years 2005-2014

Tax Years 2005-2014

Current dollars (in billions) Number (in thousands)
120

Current dollars (in billions)

600

2,500 /
500

2,000 /
400 A W/

1,500 300 \
200

100

80

60

40
1,000
20 100
0 /\
500 0 —
-20
-100
-40 0
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Tax year Tax year
- Corporate s | ndividual
Net income . o Net loss . . e Partnership e Tax-exempt organization
e 1 Of partnerships with income e # of partnerships with loss Nominee/other
# of partners with income e 4t O partners with loss

SOURCE: IRS, Statistics of Income Division, Partnerships, April 2016.

SOURCE: IRS, Statistics of Income Division, Partnerships, April 2016.

Differences are divided into two categories: temporary and  returns filed electronically represented 81.7 percent of all part-
permanent. Temporary (or timing) differences between book  nerships, 91 percent of all partners, 73.5 percent of total assets,
income and taxable income are due to items of revenue or ex-  and 67.7 percent of total net income (loss), all increases from
pense that are recognized in different periods for tax and book  the previous year.

reporting. Permanent differences are differences that partner- . .

ships never reverse; they are either nontaxable book revenues  Fewer Partnerships Chose to File Form 1065-B for

or nondeductible book expenses. For 2014, partnerships that Electing Large Partnerships for 2014

filed a Schedule M-3 reported $1,648.3 billion in income (loss)  The IRS introduced Form 1065-B, U.S. Return of Income for
per income statement, -$220.1 billion in temporary differences, Electing Large Partnerships, for Tax Year 1998. Unlike reg-
$11.8 billion in permanent differences, and $1,439.9 billion in  ylar partnerships that report the distribution of partners’ allo-

income (loss) per tax return. cated shares of income, gain, loss, deductions, or credits to each

. . partner, electing large partnerships combine most items at the
More than Three-Quarters of All Partnerships Filed partnership level and only pass the net amounts through to the
Their Tax Returns Electronically partners. For 2014, some 79 partnerships filed Form 1065-B,

In 1986, the Internal Revenue Service (IRS) first offered part- ~ down from 91 filed for 2013. The number of partners decreased
nerships the option of using electronic media to file their Form 29 percent (from 18,041 to 12,801) between 2013 and 2014.
1065 returns. Beginning in Tax Year 2000, the IRS required ~ Despite these decreases, total net income (loss) increased 42.1
partnerships with more than 100 partners to file their returns  percent (from $195.1 million to $277.1 million), and total assets
electronically; however, the IRS could waive the electronic ~ rose 5.2 percent (from $11.7 billion to $12.3 billion) for the year.
filing rules if a partnership demonstrated that a hardship would L.
result from the requirement. For returns with less than 100 part-  Data Sources and Limitations
ners, electronic filing was optional. SOI based the statistics for Tax Year 2014 on a stratified prob-
Some 2.9 million partnerships filed electronically for 2014,  ability sample of 45,946 returns selected from a population
an increase of 11.9 percent from the 2.6 million partnerships  of 3,857,208 partnerships. Tax Year 2014 covers returns pro-
that filed returns electronically for 2013. These partnerships rep- ~ cessed by the IRS during Calendar Year 2015. All partnerships
resented 25.2 million partners for 2014, a 3.6-percent increase  engaged in business in, or having income from sources within,
from the 24.3 million partners for 2013. In addition, for 2014,  the United States were required to file either Form 1065, U.S.
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Figure K

Partnership Returns: Net Rental Real Estate Income (Loss), by Selected Industrial Group, Tax Years 2013-2014

[Money amounts are in thousands of dollars]

Partnerships, Tax Year 2014

Change
Industrial group 2013 2014
Amount Percentage
(1) 2 (3) 4
All industries 42,943,661 42,841,947 -101,714 -0.2
Real estate and rental and leasing 43,607,632 44,197,972 590,340 1.4
Real estate 43,382,518 43,861,476 478,958 11
Lessors of residential buildings and dwellings and cooperative housing -10,024,667 -8,744,593 1,280,074 12.8
Lessors of nonresidential buildings (except miniwarehouses; 53,886,772 53,269,686 -617,086 -1.1
Lessors of miniwarehouses and self-storage units 2,557,319 3,132,198 574,879 225
Lessors of other real estate property 3,318,400 4,332,538 1,014,138 30.6
Other real estate activities -6,355,304 -8,128,352 -1,773,048 -27.9

NOTE: Detail may not add to totals because of rounding.
SOURCE: IRS, Statistics of Income Division, Partnerships, April 2016.

Partnership Return of Income, or Form 1065-B, U.S. Return of
Income for Electing Large Partnerships, to report income or
loss, deductions, tax credits, and other tax-related items gener-
ated by the partnership. The statistics are only for active partner-
ships, defined as those reporting any items of income or deduc-
tion derived from a trade or business, or from rental or portfolio
income.

SOI stratified the population into classes based on industry,
type of return, size of total assets, and size of certain receipt or
income amounts from both ordinary business income (loss) and
portfolio income (loss). From these classes, SOI selected returns
at various probabilities (from 0.02 percent to 100 percent) and
weighted them to represent the total population. SOI ruled 574
sampled returns as “out of scope” because they had no activity
or duplicated other returns already in the study. This resulted in
a final sample of 45,372 returns and an estimated overall active
population of 3,621,155.

Because the data presented in this article are based on a
sample of returns, they are subject to sampling error. To use
the data properly, the magnitude of the potential sampling error
needs to be known. Coefficients of variation (CVs), the ratio of
an estimate’s standard error to the estimate, are used to measure
this magnitude. Figure L presents the coefficients of variation
for certain money amounts, for selected industrial sectors. The
estimate is judged more reliable the smaller the coefficient of
variation.

Notes for Data Tables
All money amounts and frequencies in the data tables were sub-
ject to rounding errors. As a result, a row or column of frequen-
cies or amounts may fail to add exactly to the corresponding total
amount. At the table level, SOI rounded money amounts to the
nearest $1,000, and amounts of $500 or more to the next highest
thousand. Total amounts between +$500 and -$500 were foot-
noted to indicate an amount that rounded to zero was present.
Whenever a cell frequency was less than 3, SOI either com-
bined or deleted the estimate to avoid disclosing information

about specific partnerships. A footnote at the end of the table de-
scribes how to identify such combinations or deletions. In other
cases, an estimate based on fewer than 10 returns, not selected
at the 100-percent rate, is indicated by an asterisk (*) and con-
sidered statistically unreliable. These estimates should typically
be used in combination with other tabulated values due to the
small sample size.

The statistical reliability of each cell in the tables was deter-
mined separately from all other cells. Thus, it was possible for a
total figure to be marked with an asterisk (*), indicating statisti-
cal unreliability, while a subset of the total is not so marked.
For example, a sector amount could be based on 7 returns, 3 not
sampled at the 100-percent rate. The amount would receive an
asterisk. However, an industry amount, within the sector, may
include all 4 returns sampled at the 100-percent rate and would
not receive an asterisk.

Explanation of Selected Terms
Assets and liabilities—A partnership was required to provide
balance sheet information, in general, only if it had total receipts
of $250,000 or more, total assets of $1,000,000 or more, and did
not file Schedule M-3. For partnerships with accounting periods
ending before 2008, the total asset requirement was $600,000.
SOI did not estimate the assets and liabilities of partnerships that
did not provide this information. If a partnership provided bal-
ance sheet data in a format of its own, instead of that provided
on the return form, an effort was made during data collection to
associate the amounts provided with the items on the partner-
ship balance sheet. In addition, for returns with accounting pe-
riods ending after December 31, 2005, total assets should have
been determined without offset by liabilities and not reported
as a negative amount. If, however, the partnership continued to
report negative total assets, no effort was made during data col-
lection to change the amount.

Business receipts—Business receipts represent the gross re-
ceipts or sales less returns and allowances from trade or busi-
ness income. Business receipts were the largest component of
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Figurel
Partnership Returns: Coefficients of Variation for Selected Items
by Industrial Sector, Tax Year 2014

[Coefficients of variation in percentages]

Coefficients of variation
Industrial sector Number Total Total Total
partngrships assets income | deductions
@) ) ®3) )

All industries 0.62 0.11 0.18 0.19
Agriculture, forestry, fishing, and hunting 8.91 4.89 3.98 4.09
Mining 17.51 1.13 1.03 1.17
Utilities 29.04 154 0.50 0.57
Construction 8.14 3.89 1.90 1.92
Manufacturing 12.92 0.57 0.36 0.37
Wholesale trade 12.00 1.28 0.65 0.65
Retail trade 8.17 1.73 0.92 0.93
Transportation and warehousing 15.61 0.78 1.20 1.17
Information 10.13 0.49 0.64 0.74
Finance and insurance 5.20 0.20 1.14 1.28
Real estate and rental and leasing 1.28 0.57 2.45 2.57
Professional, scientific, and technical services 7.06 2.46 1.16 1.24
Management of companies 18.88 1.43 3.15 3.23
Administrative and support and waste

management and remediation services 12.88 2.98 3.36 3.40
Educational services 20.22 16.58 11.36 11.53
Health care and social assistance 5.63 2.18 1.31 1.38
Arts, entertainment, and recreation 13.60 3.34 2.81 291
Accommodation and food services 7.68 3.22 2.26 2.26
Other services 12.78 9.14 5.88 5.89
Nature of business not allocable 0.00; 0.00 0.00 0.00

Coefficients of
Item [1] variation—continued
All industries
(5)

Number of partnerships 0.62
Number of partners 1.57
Total assets 0.11
Total income 0.18
Business receipts 0.16
Total deductions 0.19
Cost of goods sold 0.23
Interest paid 0.86
Taxes and licenses 0.58
Depreciation 0.72
Ordinary business income 0.55
Ordinary business loss 1.33
Interest income 0.84
Portfolio income (loss) distributed directly to

partners 0.87
Net rental real estate income 1.75
Net rental real estate loss 2.35
Other net rental income 6.64
Other net rental loss 8.07
Total net income (loss) 0.82
Total income (loss) minus total deductions

available for allocation 1.16
Total receipts 0.24

[1] All items in this figure can be found in Table 1 except for: Total income (loss) minus total deductions
available for allocation (Table 5) and Total receipts (Table 7).

NOTE: For 2014, there were no returns classified as Nature of business not allocable.

SOURCE: IRS, Statistics of Income Division, Partnerships, April 2016.

gross receipts for industry groups such as manufacturing. SOI
did not adjust business receipts to include rental real estate ac-
tivity, which was reported separately on the partnership’s return.

Electing large partnerships—Partnerships with 100 or more
partners in the preceding year could elect to file Form 1065-B,

U.S. Return of Income for Electing Large Partnerships, in lieu
of the more general Form 1065. Unlike a regular partnership
reporting its allocated share of income, gain, loss, deductions,
or credits to each partner, an electing large partnership com-
bines most items at the partnership level and passes through net
amounts to partners.

Electronically filed (ELF) partnerships—Certain partner-
ships with more than 100 partners were required to file their
returns electronically. Other partnerships could volunteer to file
electronically. Partnerships submitting ELF returns electroni-
cally did so in lieu of paper returns.

Foreign partnerships—A foreign partnership that has gross
income effectively connected with the conduct of a trade or
business within the United States or has gross income derived
from sources in the United States must file a Form 1065, even if
its principal place of business was outside the United States or
all its partners were foreign persons.

Limited liability companies (domestic)—A limited liability
company (LLC) is an entity formed under State law by filing
articles of organization as an LLC. Limited liability compa-
nies that choose to be classified as partnerships file Form 1065,
U.S. Partnership Return of Income. SOI identified LLCs by
their response to a question on Form 1065, Schedule B, Other
Information. Limited liability companies combine the corpo-
rate characteristics of limited liability for all members with the
passthrough income treatment of a partnership. (The owners of
an LLC are called members, not partners.) These businesses
offer more organizational flexibility than S corporations. (S
corporations pass through their income, gains and losses, de-
ductions, and credits to their shareholders for tax purposes, like
partnerships.) For example, unlike S corporations, LLCs are not
limited in the number and type of owners. Unlike partners in
limited partnerships, all members of LLCs have limited liability
protection, even if they actively participate in the management
of the business. In some cases, LLCs file as sole proprietorships
on individual income tax returns or as corporations on corpora-
tion income tax returns. LLC data reported on these returns were
not included in this article.

Limited liability partnerships (domestic)—A limited liabil-
ity partnership (LLP) is formed under a State limited liability
partnership law. Limited liability partnerships file Form 1065,
U.S. Partnership Return of Income. SOI identified LLPs by
their response to a question on Form 1065, Schedule B, Other
Information. Organizationally, LLPs are available in some
States only for professional partnerships, such as law firms or
accounting firms. A partner in an LLP receives liability pro-
tection from the actions of other partners, but is liable for the
partnership debts as well as the consequences of his or her own
actions.

Nonrecourse loans—Nonrecourse loans are those partner-
ship liabilities for which no partner bears the economic risk of
loss.

North American Industry Classification System—Starting
with the 1998 partnership study, SOI classified data using the
North American Industry Classification System (NAICS),
which replaced the Standard Industry Classification system
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(SIC). NAICS is a hierarchical system that classifies businesses,
including partnerships, into sectors, subsectors, industry groups,
and industries. Although the complete NAICS uses 20 sectors,
SOI grouped the partnership data into 20 industrial divisions in
Tax Year 1998 through Tax Year 2001 SOI Bulletin articles for
presentation purposes and easier comparison between NAICS
and SIC data. SOI dropped the industrial division for the Tax
Year 2002 article and grouped the partnership data into the same
20 industrial sectors used in NAICS, except for: 1) excluding
public administration, and 2) adding nature of business not
allocable. Businesses are only classified in the nature of busi-
ness not allocable sector when a more specific activity cannot
be identified from the return. SOI classified data within these
industrial sectors in industrial groups. The most detailed clas-
sification in this article and related data tables is the “industry.”
The 20 sectors used in this article are:

e Agriculture, forestry, fishing, and hunting;

e Mining;

e Utilities;

e Construction;

e Manufacturing;

e Wholesale trade;

e Retail trade;

e Transportation and warehousing;

e Information;

e Finance and insurance;

e Real estate and rental and leasing;

e Professional, scientific, and technical services;
e Management of companies (holding companies);

e Administrative and support and waste management and
remediation services;

e Educational services;

e Health care and social assistance;

e Arts, entertainment, and recreation;
e Accommodation and food services;
e Other services; and

e Nature of business not allocable.

In addition, in 2002, 2007, and 2012, NAICS updated its
classification system. In 2002, the new version included a re-
vised structure for both the construction and information sectors
and additional detail for the retail trade sector. NAICS updated

the information sector again in 2007, along with one financial
industry. In 2012, changes occurred in the following sectors:
Manufacturing; Wholesale trade; Retail trade; Real estate and
rental and leasing; and Accommodation and food services.
The North American Industry Classification System publica-
tion contains appendices comparing the 2002, 2007, and 2012
NAICS United States structures to the 1997 NAICS United
States structure.*

SOI determined partnership industries based on the activity
from which the business derived the largest percentage of its
total receipts. For industry coding purposes only, SOI defined
total receipts as the sum of:

e gross receipts or sales less returns and allowances (i.e.,
business receipts in the statistics);

e ordinary income from other partnerships, estates, and
trusts;

e net farm profit;

e net gain from Form 4797,

e other income (Form 1065, page 1, line 7);
e other gross rental income;

e interest income;

e dividend income;

e royalties;

e net short-term capital gain;

e net long-term capital gain;

e net section 1231 gain;

e other income (Form 1065, page 4, line 11);
e gross rents from rental real estate;

e net gain from the disposition of property from rental real
estate activities; and

e net income from rental real estate activities from partner-
ships, estates, and trusts in which the partnership is a part-
ner or beneficiary.

Total receipts for the partnership industry coding purposes
differs from total receipts used elsewhere in this article (see
Total receipts in this section).

Partner—Partners can be individuals, corporations, other
partnerships, or any other legal entity. Partners are classified
as either general or limited. General partners are those who
assume liability for the partnership’s debts and losses. Limited
partners are those whose liability in the partnership is limited to
their investment. By definition, a partnership must have at least
two partners, at least one of which must be a general partner. A

4 For further information about the North American Industry Classification System, including background, formats, and detailed descriptions of the activities included in each classification,
see North American Industry Classification System, United States, Executive Office of the President, Office of Management and Budget (http:/www.census.gov/eos/www/naics/).
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general partnership is composed entirely of general partners. A
limited partnership has at least one general partner and one or
more limited partners.

Partnerships—A partnership is the relationship between two
or more persons who join to carry on a trade or business. Each
person contributes money, property, labor, or skill with the ex-
pectation of sharing in the profits and losses of the business, re-
gardless of whether a formal partnership agreement was made.
Every partnership that engages in a trade or business or has
income from sources in the United States must file an annual in-
formation return with the Internal Revenue Service, either Form
1065, U.S. Partnership Return of Income, or Form 1065-B, U.S.
Return of Income for Electing Large Partnerships, showing the
partnership’s income or loss for the year. A partnership must
file this return even if its principal place of business is outside
the United States and even if all of its members are nonresident
aliens.

Total net income (loss)—Through Tax Year 1986, partner-
ships reported the amounts for total net income (loss) as ordi-
nary income (loss) on Form 1065. After the tax law changes and
tax form revisions in 1987, Statistics of Income studies began
computing a similar total figure as the sum of the following:

ordinary business income (loss);

interest income;

dividend income;

royalties;

net rental real estate income (loss) from Form 8825; and

other net rental income (loss).

The sum of these components is a measure of overall part-
nership profits or losses, which allows for comparisons with
total net income (loss) reported for years before 1987. The profit
status of a partnership is determined based on the sum of these
six amounts. Partnerships where the sum of these six amounts
equals zero are included with loss partnerships. For 2004, the
definition of total net income (loss) was revised because other
portfolio income (loss) was excluded since it was no longer re-
ported separately on Schedule K, but was included on Schedule
K, Line 11, “Other income (loss).” This resulted in the 2004
total net income (loss) being understated by that amount when
compared to years prior to 2004. However, this understatement
was small since, for 2003, other portfolio income (loss) for all
partnerships was only $3.1 billion or 1 percent of the $301.4 bil-
lion reported for total net income (loss).

Total receipts—Total receipts is computed for the statistics
to reflect similar computations published in other Statistics of
Income (SOI) studies. It is the sum of positive income received
by partnerships for the specific items listed below (Negative
amounts or losses are included in the statistics as deduction
items.):

e gross receipts or sales less returns and allowances (i.e.,
business receipts in the statistics);

e ordinary income from other partnerships, estates and
trusts;

e nect farm profit;

e net gain from Form 4797;

e other income (Form 1065, page 1, line 7);
e net rental real estate income;

e other net rental income;

e interest income;

e dividend income;

e royalties;

e net short-term capital gain;

e nect long-term capital gain;

e net section 1231 gain; and

other income (Form 1065, page 4, line 11).

Total receipts in Table 7 differ from total receipts presented
in Table 11 in the Selected Historical and Projected Data ac-
cessible online at www.irs.gov/uac/SOI-Tax-Stats-Historical-
Table-11. Table 11 excludes certain income items allocated di-
rectly to partners (such as net short-term and long-term capital
gains, net gain under Internal Revenue Code section 1231, and
other income (Schedule K, Line 11)).

Additional Tabular Data on Tax Stats Website

For additional partnership tabular data by size of total assets,
see the Partnership section on the Tax Stats Website at
www.irs.gov/taxstats/index.html. This site also includes tabular
data on partnership returns for prior years, as well as informa-
tion on filing requirements, sample designs, an explanation of
terms, and links to other SOI studies. Beginning in 2007, tabu-
lar data for partnerships that reported foreign transaction data
on Form 1065, Schedule K, Partners’ Distributive Share Items,
lines 16a-m, were added to Tax Stats. Table 23 shows these
foreign transaction data by selected industry group. Table 24
shows total assets, trade or business income and deductions,
portfolio income, rental income, and total net income, by size of
total assets, for partnerships that reported these foreign transac-
tion data. In addition, Table 25 is the same as Table 24, except
that it displays data for partnerships that did not report foreign
transaction data.

Ron DeCarlo and Nina Shumofsky are economists with the Corporation
Special Projects Section. This article was prepared under the direction of
Joseph Koshansky, Chief.
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Table 1. All Partnerships: Total Assets, Trade or Business Income and Deductions, Portfolio Income, Rental

Income, and Total Net Income, by Selected Industrial Group, Tax Year 2014
[All figures are estimates based on samples—money amounts are in thousands of dollars]

Agriculture, forestry, fishing, and hunting
Item . Al . Support
industries Total Crop Animal Forestry Fishing, hunting,| activities for

production production and logging and trapping agriculture and

forestry

1) (2) (3) (4) (5) (6) (7)
Number of partnerships 3,611,255 143,516 60,880 55,539 8,666 2,099 16,332
Number of partners 27,714,478 456,700 193,446 168,790 37,869 5,274 51,321
Total assets 26,128,933,308 219,475,999 80,055,663 70,432,205 49,951,188 5,127,108 13,909,835
Income and deductions from a trade or business:

Total income 5,603,166,669 47,340,509 16,350,765 10,997,368 4,147,863 2,448,107 13,396,405
Business receipts 5,185,510,381 33,060,702 7,873,072 6,161,577 4,056,217 2,360,395 12,609,440
Ordinary income from other partnerships and fiduciaries 145,221,603 1,190,802 711,084 220,599 * 4,576 *26 254,517
Farm net profit 11,103,632 10,857,707 7,009,146 3,689,887 *311 0 * 158,362
Net gain, noncapital assets 26,841,902 1,514,338 594,764 862,108 *11,233 * 35,642 10,591
Other income 234,489,152 716,960 162,699 63,198 75,526 52,043 363,494

Total deductions 5,162,594,042 42,184,236 11,738,935 10,045,726 4,791,923 2,506,454 13,101,198
Cost of goods sold 3,065,992,261 21,317,610 4,922,467 4,115,412 2,345,083 1,047,384 8,887,264

Inventory, beginning of year 292,403,115 3,073,244 1,063,923 664,136 193,491 * 76,256 1,075,437

Purchases 2,207,221,054 14,753,828 2,932,394 2,968,651 1,180,200 * 105,268 7,567,315

Cost of labor 148,468,563 1,091,002 387,722 163,972 * 118,431 * 244,747 176,130

Additional inventory costs (section 263A) 16,654,461 344,663 * 270,778 2,390 * 38,323 * 18,125 * 15,048

Other costs 703,725,166 5,493,901 1,361,015 1,157,652 1,000,939 691,533 1,282,762

Less: Inventory, end of year 302,480,098 3,439,029 1,093,365 841,390 186,301 * 88,545 1,229,428
Salaries and wages 541,453,609 2,730,682 763,522 573,789 338,350 44,822 1,010,199
Guaranteed payments to partners 67,100,175 806,209 247,429 353,906 76,684 * 36,058 92,132
Rent paid 92,197,088 353,754 127,023 54,331 55,215 13,628 10