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Department of the Treasury
Internal Revenue Service2001

Instructions for Form 8865
Return of U.S. Persons With Respect to Certain Foreign Partnerships
Section references are to the Internal Revenue Code unless otherwise noted.
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Use Form 8865 to report the informationRelief for Category 1 and 2 Schedule L—Balance Sheets
required under section 6038 (reportingFilers When the Foreign per Books . . . . . . . . . . . . . . . . . . 22
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Correction to Form 8865 . . . . . . . . . 4 Schedule M-2—Analysis of
Who Must FileSpecific Instructions . . . . . . . . . . . . 5 Partners’ Capital Accounts . . . . . . . 22

General Information . . . . . . . . . . . . 5 A U.S. person qualifying under one orSchedule N—Transactions
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Required Information chart on page 2Schedule A—Constructive Schedule O—Transfer of
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Deductions . . . . . . . . . . . . . . . . . . . 7 additional schedules that Category 3 filersSchedule P—Acquisitions,
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Schedule D—Capital Gains and and O).Interests in a Foreign
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Proportional Interest . . . . . . . . . 24 File the 2001 Form 8865 with yourSecurities . . . . . . . . . . . . . . . . . 11
income tax return for your tax yearPart IV—SupplementalConstructive Sale Treatment beginning in 2001.Information Required To Befor Certain Appreciated

Reported . . . . . . . . . . . . . . . . . . 24Positions . . . . . . . . . . . . . . . . . . 12 Categories of Filers
Paperwork Reduction Act Notice . . . 24Rollover of Gain From Category 1 filer. A Category 1 filer is aCodes for Principal BusinessQualified Stock . . . . . . . . . . . . . 12 U.S. person who controlled the foreignActivity and Principal ProductSpecific Instructions (Schedule partnership at any time during theor Service . . . . . . . . . . . . . . . . . . 25D) . . . . . . . . . . . . . . . . . . . . . . . 12 partnership’s tax year. Control of aIndex . . . . . . . . . . . . . . . . . . . . . . . . 28General Instructions for partnership is ownership of more than a

Schedules K and K-1— 50% interest in the partnership. See theChange To Note
Partners’ Shares of Income, definition of 50% interest on page 4.For tax years ending on or after
Credits, Deductions, Etc. . . . . . . . . 13 There may be more than one Category 1December 31, 2001, certain partnerships
Schedule K . . . . . . . . . . . . . . . . . 13 filer for a partnership for a particularwith average annual gross receipts of
Schedule K-1 . . . . . . . . . . . . . . . . 13 partnership tax year.more than $1 million but less than or

Specific Instructions (Schedules equal to $10 million may be able to adopt Category 2 filer. A Category 2 filer is a
K and K-1, Except as Noted) . . . . . 13 or change to the cash method of U.S. person who at any time during the
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Credits . . . . . . . . . . . . . . . . . . . . . 15 cash method under section 448.  For controlled by U.S. persons owning at
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Filer Categories – Required Information Category 1 Category 2 Category 3 Category 4

Identifying information—(page 1 of Form 8865)

Schedule A-1—Certain Partners of Foreign Partnership

Schedule B—Income Statement—Trade or Business Income

Schedule K—Partners’ Shares of Income, Credits, Deductions,
etc.

Schedule L—Balance Sheets per Books

Schedule M-1—Reconciliation of Income (Loss) per Books
With Income (Loss) per Return

Separate Schedule K-1—Partner’s Share of Income, Credits,
Deductions, etc. (direct partners only)

Schedule N—Transactions Between Controlled Foreign
Partnership and Partners or Other Related Entities

Separate Schedule O—Transfer of Property to a Foreign
Partnership
Separate Schedule P—Acquisitions, Dispositions, and
Changes of Interests in a Foreign Partnership

Schedule D—Capital Gains and Losses

�

�

�

�

�

�

�

�

�

�

�

�

� �

�

�

Schedule A-2—Affiliation Schedule � � � �

Schedule M-2—Analysis of Partners’ Capital Accounts

�

�

Schedule A—Constructive Ownership of Partnership Interest � � � �

Schedule M—Balance Sheets for Interest Allocation �

least 10% interests. However, if the proportionate share of the contributed person’s direct interest has increased by
foreign partnership had a Category 1 filer property. at least a 10% interest (e.g., from 11% to
at any time during that tax year, no 21%).Category 3 also includes a U.S.
person will be considered a Category 2 Dispositions.  A U.S. person thatperson that previously transferred
filer. See the definition of a 10% interest disposes of a foreign partnership interestappreciated property to the partnership
on page 4. has a reportable event if:and was required to report that transfer

• The person owned a 10% or greaterCategory 3 filer.  A Category 3 filer is a under section 6038B, if the foreign
direct interest in the partnership beforeU.S. person who contributed property partnership disposed of such property
the disposition and as a result of theduring that person’s tax year to a foreign while the U.S. person remained a direct
disposition the person owns less than apartnership in exchange for an interest in or indirect partner in the partnership.
10% direct interest (e.g., from 10% tothe partnership (a section 721 transfer), if Category 4 filer.  A Category 4 filer is a
8%). For purposes of this rule, athat person either: U.S. person that had a reportable event
disposition includes a decrease in a1. Owned directly or constructively at under section 6046A during that person’s
person’s direct proportional interest; orleast a 10% interest in the foreign tax year. There are three categories of • Compared to the person’s directpartnership immediately after the reportable events under section 6046A:
interest when the person last had acontribution, or acquisitions, dispositions, and changes in
reportable event, after the disposition the2. The value of the property proportional interests.
person’s direct interest has decreased bycontributed (when added to the value of Acquisitions.  A U.S. person that at least a 10% interest (e.g., from 21% toany other property contributed to the acquires a foreign partnership interest 11%).partnership by such person, or any has a reportable event if:related person, during the 12-month Changes in proportional interests.• The person did not own a 10% orperiod ending on the date of transfer) A U.S. person has a reportable event ifgreater direct interest in the partnershipexceeds $100,000. compared to the person’s directand as a result of the acquisition the
proportional interest the last time theIf a domestic partnership contributes person owns a 10% or greater direct
person had a reportable event, theproperty to a foreign partnership, the interest in the partnership (e.g., from 9%
person’s direct proportional interest hasdomestic partnership’s partners are to 10%). For purposes of this rule, an
increased or decreased by at least theconsidered to have transferred a acquisition includes an increase in a
equivalent of a 10% interest in theproportionate share of the contributed person’s direct proportional interest (see
partnership.property to the foreign partnership. If a definition of change in proportional

foreign partnership contributes property to interest on page 4); or Special rule for a partnership
another foreign partnership, the partners • Compared to the person’s direct interest owned on December 31, 1999.
of the contributing foreign partnership are interest when the person last had a If the U.S. person owned at least a 10%
not considered to have transferred a reportable event, after the acquisition the direct interest in the foreign partnership
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on December 31, 1999, then comparisons person(s) is not required to file Form 8865 exchange for a 15% direct interest in
should be made to the person’s direct if: FPS. Partner A qualifies as a Category 3
interest on December 31, 1999. Once the filer because he transferred property to a1. Form 8865 if filed by the U.S.
person has a reportable event after foreign partnership and owned at least aperson(s) through which the indirect
December 31, 1999, future comparisons 10% interest in FPS immediately after thepartner constructively owns an interest in
should be made by reference to the last contribution. Partner A is also a Categorythe foreign partnership,
reportable event. 4 filer because he did not own a 10% or2. The U.S. person through which the

greater direct interest in FPS and as aindirect partner constructively owns anExceptions to Filing result of the acquisition of the FPSinterest in the foreign partnership is also a
interest now owns a 10% or greater directconstructive owner and meets all theMultiple Category 1 filers. If during the
interest in FPS. If Partner A properlyrequirements of this constructivetax year of the partnership there is more
reports the contribution on Form 8865 asownership filing exception, orthan one Category 1 filer, instead of each
a Category 3 filer, Partner A is not3. Form 8865 is filed for the foreignCategory 1 filer submitting a separate
required to report his acquisition of thepartnership by another Category 1 filerForm 8865, only one Form 8865 from one
15% interest in FPS as a Category 4 filer.under the multiple Category 1 filersCategory 1 filer is required. A person that

exception.is a Category 1 filer by reason of an Relief for Category 1 and 2
interest in losses or deductions may not To qualify for the constructive Filers When the Foreignfile the single Form 8865 if another U.S. ownership filing exception, the indirect Partnership Files Form 1065 orperson is a Category 1 filer by reason of partner must file with its income tax return Form 1065-Ban interest in capital or profits; only the a statement entitled “Controlled Foreign
latter may file the return. The U.S. person If a foreign partnership files Form 1065,Partnership Reporting.”
that files the Form 8865 must complete U.S. Return of Partnership Income, or

This statement must contain theItem E on page 1 of the form. Form 1065-B, U.S. Return of Income for
following information: Electing Large Partnerships, for its taxThe single Form 8865 to be filed must 1. A statement that the indirect year, Category 1 and 2 filers must use acontain all of the information that would partner was required to file Form 8865, copy of the completed Form 1065 orhave been required if each Category 1 but is not doing so under the constructive 1065-B schedules in place of thefiler had filed a separate Form 8865. owners exception; equivalent schedules of Form 8865.Specifically, a separate Schedule N and 2. The names and addresses of the The following Form 1065/1065-BSchedule K-1 must be attached to the U.S. persons whose interests the indirect schedules are equivalent to the followingForm 8865 for each Category 1 filer. Also, partner constructively owns; and Form 8865 schedules:questions B, C, and D on page 1 and 3. The name and address of the

Schedule A on page 2 of Form 8865 must Forms 1065/ Form 8865foreign partnership for which the indirect
be completed for each Category 1 filer not partner would have had to have filed 1065-Bfiling the form on a separate statement to Form 8865 but for this exception.
be attached to the single Form 8865.

Page 1 (Parts I Schedule B
Members of an affiliated group ofA Category 1 filer not filing Form 8865 and II of Form
corporations filing a consolidatedmust attach a statement entitled 1065-B)
return. If one or more members of an“Controlled Foreign Partnership Schedule D Schedule Daffiliated group of corporations filing aReporting” to that person’s income tax Schedule K Schedule Kconsolidated return qualify as Category 1return. Schedule L Schedule Lor 2 filers for a particular foreign

Schedule M-1 Schedule M-1The statement must include the partnership, the common parent
Schedule M-2 Schedule M-2following information: corporation may file one Form 8865 on
Schedule K-1 Schedule K-1• A statement that the person qualified behalf of all of the members of the group

as a Category 1 filer, but is not submitting required to report. Except for group
Example. Partner A is a Category 1Form 8865 under the multiple Category 1 members who also qualify under the

filer with respect to FPS, a foreignfilers exception. constructive owners exception, the Form
partnership during the FPS 2001 tax year.• The name, address, and identifying 8865 must contain all the information that
FPS completes and files a Form 1065 fornumber (if any) of the foreign partnership would have been required to be submitted
its 2001 tax year. Instead of completingof which the person qualified as a if each group member filed its own Form
Schedules B, D, K, L, M-1, M-2, and K-1Category 1 filer. 8865.
of Form 8865, Partner A must attach to its• A statement that the filing requirement Exception for certain trusts. Trusts Form 8865 page 1 of Form 1065 andhas been or will be satisfied. relating to state and local government Form 1065 Schedules D, K, L, M-1, M-2,• The name and address of the person employee retirement plans are not and K-1 (including the Schedules K-1 forfiling Form 8865 for this partnership. required to file Form 8865. Partner A and all other U.S. persons• The Internal Revenue Service Center

Exception for certain Category 4 filers. owning 10% or greater direct interests inwhere the Form 8865 must be filed.
If you qualify as a Category 3 and 4 filer FPS). Partner A also must complete the

A U.S. person who qualifies for because you contributed property to a following items and schedules on Form
this exception to the Category 1 foreign partnership in exchange for a 10% 8865:
filing requirement would still have or greater interest in that partnership, you • The first page,CAUTION

!
to file a separate Form 8865 if that person are not required to report this transaction • Schedule A,
is also subject to the filing requirements of under both Category 3 and 4 filing • Schedule A-1,
Category 3 or 4. This separate Form 8865 requirements. If you properly report the • Schedule A-2,
would have to include all the information contribution of property under the • Schedule M, and
required for a Category 3 or 4 filer in Category 3 rules, you are not required to • Schedule N.
addition to the Controlled Foreign report it as a Category 4 filer. However, Example. Partner A is a Category 2Partnership Reporting statement. the acquisition will count as a reportable filer with respect to FPS, a foreign

event to determine if a later change inConstructive owners. See the definition partnership. If FPS completes and files a
your partnership interest qualifies as aof constructive ownership on page 4. A Form 1065 for its 2001 tax year, Partner
reportable event under Category 4.Category 1 or 2 filer that does not own a A must file with Form 8865 the Schedule

direct interest in the partnership and that Example. Partner A does not own an K-1 (Form 1065) that it receives from the
is required to file this form solely because interest in FPS, a foreign partnership. partnership instead of Schedule K-1
of constructive ownership from a U.S. Partner A transfers property to FPS in (Form 8865). Partner A also must
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complete the following items and rules of section 267(c) (excluding section failure, an additional 5% reduction is
schedules on Form 8865: 267(c)(3)) apply, taking into account that made for each 3-month period, or fraction
• The first page, such rules refer to corporations and not to thereof, during which the failure continues
• Schedule A, partnerships. Generally, an interest after the 90-day period has expired. See
• Schedule A-2, and owned directly or indirectly by or for a section 6038(c)(2) for limits on the
• Schedule N. corporation, partnership, estate, or trust amount of this penalty.

shall be considered as being owned • Criminal penalties under sections 7203,When and Where To File proportionately by its owners. 7206, and 7207 may apply for failure to
Attach Form 8865 to your income tax file or for filing false or fraudulentAlso, an individual is considered toreturn (or, if applicable, partnership or information.own an interest owned directly orexempt organization return) and file both Additionally, any person that does fileindirectly by or for his family. The family ofby the due date (including extensions) for under the constructive owners exceptionan individual includes only thatthat return. If you do not have to file an may be subject to these penalties if all theindividual’s spouse, brothers, sisters,income tax return, you must file Form requirements of the exception are notancestors, and lineal descendants. An8865 separately with the IRS at the time met. Any person required to file Forminterest will be attributed from aand place you would be required to file an 8865 who does not file under the multiplenonresident alien individual under theincome tax return (or, if applicable, a Category 1 filers exception, may befamily attribution rules only if the personpartnership or exempt organization subject to the above penalties if the otherto whom the interest is attributed owns areturn). See below for penalties that may person does not file a correct anddirect or indirect interest in the foreignapply if you do not file Form 8865 on time. complete form and schedules. Seepartnership under section 267(c)(1) or (5).

Exceptions to Filing on page 3.Definitions U.S. person. A U.S. person is a citizen
Failure to file information required ofor resident of the United States, aPartnership. A partnership is the
Category 3 filers. Any person that failsdomestic partnership, a domesticrelationship between two or more persons
to properly report a contribution to acorporation, and any estate or trust that iswho join to carry on a trade or business,
foreign partnership that is required to benot foreign.with each person contributing money,
reported under section 6038B and theControl of a corporation. Control of aproperty, labor, or skill and each
regulations under that section (Formcorporation is ownership of stockexpecting to share in the profits and
8865, page 1, and Schedules A, A-1, A-2,possessing more than 50% of the totallosses of the business whether or not a
and O), is subject to a penalty equal tocombined voting power, or more thanformal partnership agreement is made.
10% of the fair market value (FMV) of the50% of the total value of shares of allThe term “partnership” includes a property contributed. This penalty isclasses of stock of the corporation. Forlimited partnership, syndicate, group, subject to a $100,000 limit, unless therules concerning indirect ownership andpool, joint venture, or other failure is due to intentional disregard. Inattribution, see Regulations sectionunincorporated organization, through or addition, the transferor must recognize1.6038-2(c).by which any business, financial gain on the contribution as if the

Change in a proportional interest. Aoperation, or venture is carried on, that is contributed property had been sold for
partner’s proportional interest in a foreignnot, within the meaning of the regulations FMV.
partnership can change as a result ofunder section 7701, a corporation, trust,

Failure to file information required ofchanges in other partners’ interests, forestate, or sole proprietorship.
Category 4 filers. Any person who failsexample, when another partner withdrawsA joint undertaking merely to share to properly report all the informationfrom the partnership. A partner’sexpenses is not a partnership. Mere requested by section 6046A (Form 8865,proportional interest can also change, forco-ownership of property that is page 1, and Schedules A, A-2, and P), isexample, by operation of the partnershipmaintained and leased or rented is not a subject to a $10,000 penalty. If the failureagreement (e.g., if the partnershippartnership. However, if the co-owners continues for more than 90 days after theagreement provides that a partner’sprovide services to the tenants, a IRS mails notice of the failure, aninterest in profits will change on a set datepartnership exists. additional $10,000 penalty will apply foror when the partnership has earned aForeign partnership. A foreign each 30-day period (or fraction thereof)specified amount of profits, then thepartnership is a partnership that is not during which the failure continues afterpartner’s proportional interest changescreated or organized in the United States the 90-day period has expired. Thewhen the set date or specified amount ofor under the law of the United States or of additional penalty shall not exceedprofits is reached).any state. $50,000.

Penalties50% interest. A 50% interest in a Treaty-based return positions. File
partnership is an interest equal to 50% of Failure to timely submit all information Form 8833, Treaty-Based Return
the capital interest in the partnership, an required of Category 1 and 2 filers. Position Disclosure Under Section 6114
interest equal to 50% of the profits • A $10,000 penalty is imposed for each or 7701(b), to report a return position that
interest in the partnership, or an interest tax year of each foreign partnership for a treaty of the United States (such as an
to which 50% of the deductions or losses failure to furnish the required information income tax treaty, an estate and gift tax
of the partnership are allocated. For within the time prescribed. If the treaty, or a friendship, commerce, and
purposes of determining a 50% interest, information is not filed within 90 days after navigation treaty):
the constructive ownership rules below the IRS has mailed a notice of the failure • Overrides or modifies any provision of
apply. to the U.S. person, an additional $10,000 the Internal Revenue Code and
10% interest. A 10% interest in a penalty (per foreign partnership) is • Causes (or potentially causes) a
partnership is an interest equal to 10% of charged for each 30-day period, or reduction of any tax incurred at any time.
the capital interest in the partnership, an fraction thereof, during which the failure Failure to make such a report may
interest equal to 10% of the profits continues after the 90-day period has result in a $1,000 penalty ($10,000 in the
interest in the partnership, or an interest expired. The additional penalty is limited case of a C corporation). See section
to which 10% of the deductions or losses to a maximum of $50,000 for each failure. 6712.
of the partnership are allocated. For • Any person who fails to furnish all of

Corrections to Form 8865purposes of determining a 10% interest, the information required within the time
the constructive ownership rules below prescribed, will be subject to a reduction If you file a Form 8865 containing
apply. of 10% of the foreign taxes available for incomplete or incorrect information, file a
Constructive ownership. For purposes credit under sections 901, 902, and 960. corrected Form 8865 with an amended
of determining an interest in a If the failure continues 90 days or more tax return following the instructions for the
partnership, the constructive ownership after the date the IRS mails notice of the return with which you originally filed Form
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8865. Write “corrected” at the top of the boxes that apply. See Categories of identifying each QBU, its country of
form and attach a statement identifying Filers on page 1. operation, and its functional currency.
and explaining the changes. See Regulations section 1.989(a)-1(b) forItem C the definition of a QBU.

Enter the filer’s share of nonrecourse Hyperinflationary exception. Aliabilities, partnership-level qualifiedSpecific Instructions partnership that has a hyperinflationarynonrecourse financing, and other currency as its functional currency isImportant: Fill in all applicable lines and liabilities. Nonrecourse liabilities are those subject to special rules set forth insections. All information must be in liabilities of the partnership for which no Regulations section 1.985-3. Under theseEnglish. All amounts must be stated in partner bears the economic risk of loss. rules, a partnership must use the U.S.U.S. dollars. The extent to which a partner bears the dollar as its functional currency.If the information required in a given economic risk is determined under the
section exceeds the space provided rules of Regulations section 1.752-2. Item G2
within that section, do not write “see  ‘‘Qualified nonrecourse financing’’ If the foreign partnership was required to
attached” in the section and attach all of generally includes financing for which no file Form 1065 or Form 1065-B for the
the information on additional sheets. one is personally liable for repayment that partnership’s tax year listed at the top of
Instead, complete all entry spaces in the is borrowed for use in an activity of page 1 (Form 8865), check the applicable
section and attach separate sheets to holding real property and that is: box and enter the IRS Service Center
provide the remaining information, using • Lent or guaranteed by a Federal, state, where the form was or will be filed. Also
the same size and format as the printed or local government or check the applicable box(es) if the foreign
forms. • Borrowed from a qualified person. partnership was required to file Form

 See section 465 for more information 8804, Annual Return for PartnershipGeneral Information on qualified nonrecourse financing. Withholding Tax (Section 1446), or Form
All categories of filers must complete all 1042, Annual Withholding Tax Return forItem D—Identification ofquestions on page 1 with three U.S. Source Income of Foreign PersonsCommon Parentexceptions. Complete Item E only if, in (for the calendar year ending within or
addition to filing the form on your own If the person filing the form is a member with the foreign partnership’s tax year).
behalf, you are reporting information of a consolidated group, but not the Item G6about other Category 1 filers under the parent, list the name, address, and EIN of
multiple Category 1 filing exception, or Enter the number of foreign disregardedthe filer’s common parent.
are reporting information about members entities owned by the partnership duringItem Eof your affiliated group of corporations the partnership’s tax year. A disregarded
under the consolidated return exception. entity is an entity that is disregarded asInformation about certain partners.  If
See Exceptions to Filing on page 3. separate from its owner underyou are reporting information about other
Answer Items G8 and G9 only if you are a Regulations section 301.7701-3(a). Seepersons under the multiple Category 1
Category 1 filer. Form 8832, Entity Classification Election,filers exception, or are reporting

for more information. On an attachedinformation about members of yourTax Year schedule, list the name and EIN of eachaffiliated group of corporations under the
Enter in the space below the title of Form foreign disregarded entity, identify theconsolidated return exception (see
8865 the tax year of the foreign country or countries in which eachExceptions to Filing on page 3), identify
partnership that ended with or within the disregarded entity conducts operations,each such person in Item E. List their
tax year of the person filing this form. and identify how the disregarded entity isnames, addresses, and identifying
Category 1 or 2 filers must report classified in the foreign country.numbers. Also indicate for each person
information for the tax year of the foreign whether such person is a Category 1 filer Question G8—Separate Unitspartnership that ends with or within their or Category 2 filer, and whether such
tax years. A Category 3 or 4 filer must Only Category 1 filers are required toperson constructively owned an interest in
report on Schedules O or P, respectively, answer question G8.the foreign partnership during the tax year
transactions that occurred during that of the partnership listed at the top of page Indicate whether the partnership
filer’s tax year (rather than during the 1 of Form 8865. See Constructive owned any interest in a separate unit. In
partnership’s tax year). ownership on page 4. general, a separate unit is:
Identifying Numbers and 1. A foreign branch that is ownedItem F6

either directly by a domestic corporationAddresses
Category 1, 2, 3, and 4 filers in a or indirectly by a domestic corporationEnter the identifying number of the person partnership that filed Form 1065 or through ownership of a partnership orfiling this return. Use an employer 1065-B. Enter the business code shown trust interest,identification number (EIN) to identify in Item C of the Form 1065 or 1065-B 2. An interest in a partnership, orpartnerships, corporations, and estates or filed by the partnership. 3. An interest in a trust.trusts. For individuals, use a social
Category 1, 2, 3, and 4 filers in asecurity number (SSN) or individual See Regulations section 1.1503-2(c)(3)partnership that did not file Form 1065taxpayer identification number (ITIN). and (4) for more information on separateor 1065-B. Enter the applicable business units. Attach a schedule identifying eachInclude the suite, room, or other unit code from the list beginning on page 25. If separate unit and its country of operation.number after the street address. If the the information necessary to apply the

Post Office does not deliver mail to the total receipts test is not available, pick a Question G9
street address and the U.S. person has a principal business activity code using the Only answer question G9 if you are aP.O. box, show the box number instead. information you have about the Category 1 filer.
Foreign address. Enter the information partnership.
in the following order: city, province or Item F8state, and country. Follow the country’s Schedule A—ConstructiveEnter the foreign partnership’s functionalpractice for entering the postal code, if

currency and exchange rate (the rateany. Do not abbreviate the country name. Ownership of Partnership
used to convert the functional currency to

Item A—Category of Filer InterestU.S. dollars). See sections 985 through
Check the box for each category that 989 and the regulations thereunder. If the All Category 1, 2, 3, and 4 filers must
describes the person filing the form. If partnership had more than one qualified complete Schedule A. Check box a if the
more than one category applies, check all business unit (QBU), attach a statement person filing the return owns a direct
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interest in the foreign partnership. Check dealer dispositions of property. A “dealer
box b if the person filing the return disposition” is any disposition of personalSchedule B—Income
constructively owns an interest in the property by a person who regularly sellsStatement—Trade orforeign partnership. See Constructive or otherwise disposes of personal
ownership on page 4. property of the same type on theBusiness Income

installment plan or any disposition of realCategory 1 and 2 filers must list the Important: If the foreign partnership filed property held for sale to customers in thepersons (U.S. and foreign) whose Form 1065 or 1065-B, do not complete ordinary course of the taxpayer’s trade orinterests in the foreign partnership they Schedule B on Form 8865. Instead, business. The disposition of propertyconstructively owned during the attach to Form 8865 a copy of page 1 used or produced in a farming business ispartnership tax year for which this form is from Form 1065, or Parts I and II of Form not included as a dealer disposition. Seebeing completed. 1065-B. section 453(l) for details and exceptions.
All Category 1 filers must completeCategory 3 and 4 filers must list the

Enter on line 1a the gross profit onSchedule B and also report the amountspersons (U.S. and foreign) whose
collections from installment sales for anyon Schedules K and K-1.interests in the foreign partnership they
of the following:constructively owned during the filer’s tax Income • Dealer dispositions of property beforeyear during which the reportable transfer
March 1, 1986.Report only trade or businessor “reportable event” occurred.
• Dispositions of property used oractivity income on lines 1a through
produced in the trade or business of8. Do not report rental activityCAUTION

!
farming.income or portfolio income on theseSchedule A-1—Certain

lines. Rental activity income and portfolio • Dispositions of timeshares and
Partners of Foreign income are reported on Schedules K and residential lots reported under the

K-1. Rental real estate activities are also installment method.Partnership reported on Form 8825, Rental Real Attach a schedule showing the
All Category 1 and certain Category 3 Estate Income and Expenses of a following information for the current year
filers must complete Schedule A-1. Any Partnership or an S Corporation. and the 3 preceding years:
person already listed on Schedule A is • Gross sales.Do not include any tax-exempt incomenot required to be listed again on on lines 1a through 7. A partner in a • Cost of goods sold.Schedule A-1. partnership that receives any tax-exempt • Gross profits.
Category 1 filers. Category 1 filers must income other than interest, or holds any • Percentage of gross profits to gross
list all U.S. persons who owned at least a property or engages in any activity that sales.
10% direct interest in the foreign produces tax-exempt income reports the • Amount collected.
partnership during the partnership’s tax amount of this income on line 20 of • Gross profit on amount collected.year listed at the top of page 1 of Form Schedules K and K-1.
8865. Report tax-exempt interest income, Line 2—Cost of Goods Sold

including exempt-interest dividendsCategory 3 filers. Category 3 filers must Generally, inventories are required at the
received by the partnership as alist (a) each U.S. person that owned a beginning and end of each tax year if the
shareholder in a mutual fund or other10% or greater direct interest in the production, purchase, or sale of
regulated investment company, on line 19foreign partnership during the Category 3 merchandise is an income-producing
of Schedules K and K-1.filer’s tax year and (b) any other person factor. See Regulations section 1.471-1.

related to the Category 3 filer that was a See Deductions on page 7 for
However, a foreign partnership maydirect partner in the foreign partnership information on how to report expenses

account for inventory items in the sameduring that tax year. See Regulations related to tax-exempt income.
manner as materials and supplies that aresection 1.6038B-2(i)(4) for the definition If the partnership has had debt not incidental if (a) its average annualof a related person. discharged resulting from a title 11 gross receipts for the 3 prior tax years arebankruptcy proceeding or while insolvent,Exception. Category 3 filers who $1 million or less and (b) its business issee Form 982, Reduction of Taxtransferred solely cash and did not own a not a tax shelter (as defined in sectionAttributes Due to Discharge of10% or greater interest in the transferee 448(d)(3)). In addition, for tax yearsIndebtedness, and Pub. 908, Bankruptcypartnership after the transfer are not ending on or after December 31, 2001,Tax Guide.required to complete Schedule A-1. this rule applies to an eligible business of

Line 1a—Gross Receipts or Sales a qualifying small business taxpayer.  A
qualifying small business taxpayerEnter the gross receipts or sales from allSchedule A-2—Affiliation includes a partnership with averagetrade or business operations except those
annual gross receipts of more than $1that must be reported on lines 4 throughSchedule
million but less than or equal to $107. For example, do not include grossAll Category 1, 2, 3, and 4 filers must million and that is not prohibited fromreceipts from farming on this line. Instead,complete Schedule A-2. List on Schedule using the cash method under section 448.show the net profit (loss) from farming onA-2 all partnerships (foreign or domestic) For more details, including the definitionline 5. Also, do not include on line 1ain which the foreign partnership owned a of an eligible business, see Noticerental activity income or portfolio income.direct interest, or a 10% indirect interest 2001-76, 2001-52 I.R.B. 614.In general, advance payments are(under the rules of section 267(c)(1) and

reported in the year of receipt. To report Under this accounting method,(5)) during the partnership tax year listed
income from long-term contracts, see inventory costs for raw materialsat the top of page 1, Form 8865. Only
section 460. For special rules for purchased for use in producing finishedCategory 1 filers must complete the
reporting certain advance payments for goods or merchandise purchased forordinary income or loss column. In that
goods and long-term contracts, see resale are deductible in the year thecolumn, report the foreign partnership’s
Regulations section 1.451-5. For finished goods or merchandise are soldshare of ordinary income (even if not
permissible methods for reporting (but not before the year the partnershipreceived) or loss from partnerships in
advance payments for services by an paid for the raw materials orwhich the foreign partnership owns a
accrual method partnership, see Rev. merchandise, if it is also using the cashdirect interest. The total amount of
Proc. 71-21, 1971-2 C.B. 549. method). See Rev. Proc. 2001-10, 2001-2ordinary income or loss from each

I.R.B. 272 and Pub. 538, Accountingpartnership must also be included on line Installment sales. Generally, the
Periods and Methods, for details.4 of Schedule B. installment method cannot be used for
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through 6. Examples of such income
include:

1. Interest income derived in the
ordinary course of the partnership’s trade
or business, such as interest charged on
receivable balances.

2. Recoveries of bad debts deducted
in earlier years under the specific
charge-off method.

3. Taxable income from insurance
proceeds.

4. The amount of credit figured on
Form 6478, Credit for Alcohol Used as
Fuel.

Cost of Goods Sold Worksheet

Form 8865
(keep for your records)

Inventory at start of year 1.
Purchases 2.
Cost of labor 3.

4.Other costs
5.Total
6.Inventory at end of year

7.
Cost of goods sold. Subtract line 6 from line 5. Enter the result
here and on page 2, line 2, Schedule B

1.
2.
3.
4.
5.
6.
7.

5. All section 481 income adjustments
resulting from changes in accounting

Cost of Goods Sold Worksheet Line 5—Net Farm Profit (Loss) methods. Show the computation of the
Instructions. All filers not using the cash section 481 adjustments on an attachedEnter the partnership’s net farm profit
method of accounting should see Section schedule.(loss) from Schedule F (Form 1040),
263A uniform capitalization rules on Profit or Loss From Farming. Attach 6. The amount of any deductionpage 8 before completing the worksheet. Schedule F (Form 1040) to Form 8865. previously taken under section 179A that

Do not include on this line any farm profit is subject to recapture. See Pub. 535,Line 2—Purchases. Reduce
(loss) from other partnerships. Report Business Expenses, for details, includingpurchases by items withdrawn for
those amounts on line 4. how to figure the recapture.personal use. The cost of these items

should be shown on line 23 of Schedules 7. The recapture amount for sectionAlso report the partnership’s fishing
K and K-1 as distributions to partners. 280F if the business use of listed propertyincome on this line.

drops to 50% or less. To figure theFor a special rule concerning theLine 4—Other Costs. Enter on line 4 recapture amount, complete Part IV ofmethod of accounting for a farmingany costs paid or incurred during the tax Form 4797.partnership with a corporate partner andyear not entered on lines 2 and 3.
for other tax information on farms, see Do not include items requiring
Pub. 225, Farmer’s Tax Guide. separate computations that must beLine 4—Ordinary Income (Loss)

reported on Schedules K and K-1. SeeNote: Farm partnerships that are notFrom Other Partnerships, Estates,
the instructions for Schedules K and K-1required to use an accrual method shouldand Trusts
later in these instructions.not capitalize the expenses of raising anyEnter the ordinary income (loss) shown plant with a preproductive period of moreon Schedule K-1 (Form 1065) or Do not report portfolio or rentalthan 2 years. Instead, state themSchedule K-1 (Form 1041), or other activity income (loss) on this line.separately on an attachment to Scheduleordinary income (loss) from a foreign K, line 24, and on Schedule K-1, line 25,partnership, estate, or trust. Show the DeductionsSupplemental Information. Seepartnership’s, estate’s, or trust’s name, Regulations section 1.263A-4 for more Report only trade or businessaddress, and EIN on a separate information. activity deductions on lines 9statement attached to this return. If the through 21.CAUTION

!
amount entered is from more than one Line 6—Net Gain (Loss) From
source, identify the amount from each Form 4797 Do not report the following expenses
source. on lines 9 through 21:Include only ordinary gains or

• Rental activity expenses. Report theseDo not include portfolio income or losses from the sale, exchange, or
expenses on Form 8825 or line 3b ofrental activity income (loss) from other involuntary conversion of assetsCAUTION

!
Schedule K.partnerships, estates, or trusts on this used in a trade or business activity.

line. Instead, report these amounts on the • Deductions allocable to portfolioOrdinary gains or losses from the sale,
applicable lines of Schedules K and K-1, income. Report these deductions on lineexchange, or involuntary conversion of
or on line 20a of Form 8825 if the amount 10 of Schedules K and K-1.rental activity assets are reported
is from a rental real estate activity. separately on line 19 of Form 8825 or line • Nondeductible expenses (e.g.,

3 of Schedules K and K-1, generally as a expenses connected with the productionOrdinary income or loss from another part of the net income (loss) from the of tax-exempt income). Reportpartnership that is a publicly traded rental activity. nondeductible expenses on line 21 ofpartnership is not reported on this line.
Schedules K and K-1.For a partnership that is a partner inInstead, report the amount separately on • Qualified expenditures to which ananother partnership, include on Formline 7 of Schedules K and K-1.
election under section 59(e) may apply.4797, Sales of Business Property, this

Treat shares of other items separately The instructions for lines 18a and 18b ofpartnership’s share of ordinary gains
reported on Schedule K-1 issued by the Schedules K and K-1 explain how to(losses) from sales, exchanges, or
other entity as if the items were realized report these amounts.involuntary conversions (other than
or incurred by this partnership. casualties or thefts) of the other • Items that require separate

partnership’s trade or business assets. computations by the partners. ExamplesIf there is a loss from another
include expenses incurred for theDo not include any recapture ofpartnership, the amount of the loss that
production of income instead of in a tradesection 179 expense deduction. See themay be claimed is subject to the at-risk
or business, charitable contributions,instructions for Schedule K-1, line 25,and basis limitations as appropriate.
foreign taxes paid, intangible drilling andSupplemental Information, item 4, and the

If the tax year of your partnership does development costs, soil and waterInstructions for Form 4797 for more
not coincide with the tax year of the other conservation expenditures, amortizableinformation.
partnership, estate, or trust, include the basis of reforestation expenditures, and

Line 7—Other Income (Loss)ordinary income (loss) from the other exploration expenditures. The distributive
entity in the tax year in which the other Enter on line 7 trade or business income shares of these expenses are reported
entity’s tax year ends. (loss) that is not included on lines 1a separately on Schedule K-1.
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production or resale activities that must before figuring the deductions forLimitations on Deductions
be capitalized and those that may be expenses on which the credit is based.Section 263A uniform capitalization currently deductible.rules. The uniform capitalization rules of Line 9—Salaries and Wages

Interest expense paid or incurredsection 263A require partnerships to Enter on line 9 the salaries and wagesduring the production period ofcapitalize or include in inventory costs, paid or incurred for the tax year, reduceddesignated property must be capitalizedcertain costs incurred in connection with: by any applicable employment creditsand is governed by special rules. For• The production of real and tangible from Form 5884, Work Opportunitymore details, see Regulations sectionspersonal property held in inventory or Credit, Form 8861, Welfare-to-Work1.263A-8 through 1.263A-15.held for sale in the ordinary course of Credit, Form 8844, Empowerment Zone
business. For more details on the uniform Employment Credit, and Form 8845,• Real property or personal property capitalization rules, see Regulations Indian Employment Credit. See the
(tangible and intangible) acquired for sections 1.263A-1 through 1.263A-3. instructions for these forms for more
resale. information.Transactions between related• The production of real property and

taxpayers. Generally, an accrual basis Do not include salaries and wagestangible personal property by a
partnership may deduct business reported elsewhere on the return, such aspartnership for use in its trade or business
expenses and interest owed to a related amounts included in cost of goods sold,or in an activity engaged in for profit.
party (including any partner) only in the elective contributions to a section 401(k)The costs required to be capitalized
tax year of the partnership that includes cash or deferred arrangement, orunder section 263A are not deductible
the day on which the payment is amounts contributed under a salaryuntil the property to which the costs relate
includible in the income of the related reduction SEP agreement or a SIMPLEis sold, used, or otherwise disposed of by
party. See section 267 for details. IRA plan.the partnership.
Business start-up expenses. BusinessExceptions. Section 263A does not Line 10—Guaranteed Payments to
start-up expenses must be capitalized. Ifapply to: Partnersthe partnership files Form 1065 or• Inventory of a partnership that accounts Deduct payments or credits to a partner1065-B, it may elect to amortize themfor inventories in the same manner as for services or for the use of capital if theover a period of not less than 60 months.materials and supplies that are not payments or credits are determinedSee Pub. 535 and Regulations sectionincidental. without regard to partnership income and1.195-1.• Personal property acquired for resale if are allocable to a trade or business

the partnership’s average annual gross Organization costs. Amounts paid or activity. Also include on line 10 amounts
receipts for the 3 prior tax years were $10 incurred to organize a partnership are paid during the tax year for insurance that
million or less. capital expenditures. They are not constitutes medical care for a partner, a• Timber. deductible as a current expense. partner’s spouse, or a partner’s• Most property produced under a dependents.If the partnership files Form 1065 orlong-term contract. 1065-B, it may elect to amortize Do not include any payments and• Certain property produced in a farming organization expenses over a period of 60 credits that should be capitalized. Forbusiness. See the note at the end of the or more months, beginning with the example, although payments or credits toinstructions for line 5 on page 7. month in which the partnership begins a partner for services rendered inReport the following costs separately business. See the instructions for line 10 organizing or syndicating a partnershipfor purposes of determinations under for the treatment of organization may be guaranteed payments, they aresection 59(e): expenses paid to a partner. See Pub. 535 not deductible on line 10. They are capital• Research and experimental costs for more information. expenditures. However, they should beunder section 174.

separately reported on Schedules K andSyndication costs. Costs for issuing• Intangible drilling costs for oil, gas, and
K-1, line 5.and marketing interests in thegeothermal property.

partnership, such as commissions,• Mining exploration and development Do not include distributive shares of
professional fees, and printing costs,costs. partnership profits.
must be capitalized. They cannot beTangible personal property

Report the guaranteed payments todepreciated or amortized. See theproduced by a partnership includes a film,
the appropriate partners on Schedule K-1,instructions for line 10 for the treatment ofsound recording, videotape, book, or
line 5.syndication fees paid to a partner.similar property.

Reducing certain expenses for which Line 11—Repairs and MaintenancePartnerships subject to the rules are
credits are allowable. For each of therequired to capitalize not only direct costs Enter the costs of incidental repairs and
following credits, the partnership mustbut an allocable part of most indirect maintenance that do not add to the value
reduce the otherwise allowablecosts (including taxes) that benefit the of the property or appreciably prolong its
deductions for expenses used to figureassets produced or acquired for resale, or life, but only to the extent that such costs
the credit by the amount of the currentare incurred by reason of the relate to a trade or business activity and
year credit:performance of production or resale are not claimed elsewhere on the return.

activities. 1. The work opportunity credit.
New buildings, machinery, or2. The welfare-to-work credit.For inventory, some of the indirect permanent improvements that increase3. The credit for increasing researchcosts that must be capitalized are: the value of the property are notactivities.• Administration expenses. deductible. They are chargeable to capital4. The enhanced oil recovery credit.• Taxes. accounts and may be depreciated or5. The disabled access credit.• Depreciation. amortized.6. The empowerment zone• Insurance. employment credit. Line 12—Bad Debts• Compensation paid to officers 7. The Indian employment credit.attributable to services. Enter the total debts that became8. The credit for employer social• Rework labor. worthless in whole or in part during thesecurity and Medicare taxes paid on• Contributions to pension, stock bonus, year, but only to the extent such debtscertain employee tips.and certain profit-sharing, annuity, or relate to a trade or business activity.9. The orphan drug credit.deferred compensation plans. Report deductible nonbusiness bad debts

Regulations section 1.263A-1(e)(3) If the partnership has any of these as a short-term capital loss on Schedule
specifies other indirect costs that relate to credits, figure each current year credit D.
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Cash method partnerships cannot • Taxes allocable to portfolio income. K and K-1 and Form 4952, Investment
take a bad debt deduction unless These taxes are reported on line 10 of Interest Expense Deduction, for more
the amount was previously Schedules K and K-1. information on investment property.CAUTION

!
included in income. • Taxes paid or incurred for the Do not include interest on debt

production or collection of income, or for proceeds allocated to distributions made
Line 13—Rent the management, conservation, or to partners during the tax year. Instead,

maintenance of property held to produceEnter rent paid on business property used report such interest on line 11 of
income. Report these taxes separately onin a trade or business activity. Do not Schedules K and K-1. To determine the
line 11 of Schedules K and K-1.deduct rent for a dwelling unit occupied amount to allocate to distributions to

See section 263A(a) for rules onby any partner for personal use. partners, see Notice 89-35, 1989-1 C.B.
capitalization of allocable costs (including 675.If the partnership rented or leased a taxes) for any property. Temporary Regulations sectionvehicle, enter the total annual rent or

1.163-8T gives rules for allocating interestLine 15—Interestlease expense paid or incurred in the
expense among activities so that theInclude only interest incurred in the tradetrade or business activities of the
limitations on passive activity losses,or business activities of the partnershippartnership. Also complete Part V of
investment interest, and personal interestthat is not claimed elsewhere on theForm 4562, Depreciation and
can be properly figured. Generally,return.Amortization. If the partnership leased a
interest expense is allocated in the samevehicle for a term of 30 days or more, the Do not deduct interest expense on manner that debt is allocated. Debt isdeduction for vehicle lease expense may debt required to be allocated to the allocated by tracing disbursements of thehave to be reduced by an amount called production of designated property. debt proceeds to specific expenditures,the inclusion amount. You may have an Designated property includes real as provided in the regulations.inclusion amount if: property, personal property that has a

Interest paid by a partnership to aclass life of 20 years or more, and other
And the vehicle’s partner for the use of capital should betangible property requiring more than 2fair market value entered on line 10 as guaranteedyears (1 year in the case of property withon the first day of payments.a cost of more than $1 million) to producethe lease

 Prepaid interest can only be deductedor construct. Interest that is allocable toThe lease term began: exceeded:
over the period to which the prepaymentdesignated property produced by a
applies.partnership for its own use or for saleAfter 12/31/98 . . . . . . . . . . . . . . . . . $15,500

must be capitalized. Note: Additional limitations on interest
After 12/31/96 but before 1/1/99 . . . . . . $15,800 deductions apply when the partnership isIn addition, a partnership must also

a policyholder or beneficiary with respectcapitalize any interest on debt that isAfter 12/31/94 but before 1/1/97 . . . . . . $15,500
to a life insurance, endowment, or annuityallocable to an asset used to produce
contract issued after June 8, 1997. ForIf the lease term began before January 1, 1995, designated property. A partner may be

see Pub. 463, Travel, Entertainment, Gift, and Car details, see section 264. Attach arequired to capitalize interest that was
Expenses, to find out if the partnership has an statement showing the computation of theincurred by the partner for the
inclusion amount. deduction disallowed under section 264.partnership’s production expenditures.

Similarly, a partner may have to capitalize Line 16—Depreciation
interest that was incurred by theSee Pub. 463 for instructions on On line 16a, enter only the depreciationpartnership for the partner’s ownfiguring the inclusion amount. claimed on assets used in a trade orproduction expenditures. The information

business activity. Enter on line 16b therequired by the partner to properlyLine 14—Taxes and Licenses depreciation reported elsewhere on thecapitalize interest for this purpose mustEnter taxes and licenses paid or incurred return that is attributable to assets used inbe provided by the partnership in anin the trade or business activities of the trade or business activities. See theattachment to Schedule K-1. See sectionpartnership if not reflected in cost of Instructions for Form 4562 or Pub. 946,263A(f) and Regulations sectionsgoods sold. Federal import duties and How To Depreciate Property, to figure the1.263A-8 through 1.263A-15.Federal excise and stamp taxes are amount of depreciation to enter on this
Do not include interest expense ondeductible only if paid or incurred in line.

debt used to purchase rental property orcarrying on the trade or business of the For depreciation, you must completedebt used in a rental activity. Interestpartnership. and attach Form 4562 only if theallocable to a rental real estate activity is
partnership placed property in serviceDo not deduct the following taxes on reported on Form 8825 and is used in
during the tax year or claims depreciationline 14: arriving at net income (loss) from rental
on any car or other listed property.• State and local sales taxes paid or real estate activities on line 2 of

incurred in connection with the acquisition Schedules K and K-1. Interest allocable to Line 17—Depletion
or disposition of business property. These a rental activity other than a rental real If the partnership claims a deduction fortaxes must be added to the cost of the estate activity is included on line 3b of timber depletion, complete and attachproperty, or, in the case of a disposition, Schedule K and is used in arriving at net Form T, Forest Activities Schedules.subtracted from the amount realized. income (loss) from a rental activity (other

Do not deduct depletion for oil and• Taxes assessed against local benefits than a rental real estate activity). This net
gas properties. The partner figuresto the extent that they increase the value amount is reported on line 3c of Schedule
depletion on oil and gasCAUTION

!
of the property assessed, such as for K and line 3 of Schedule K-1.

properties. See the instructions forpaving, etc. Do not include interest expense on Schedule K-1, line 25, item 3.• Federal income taxes or taxes reported debt used to buy property held for
Line 18—Retirement Plans, etc.elsewhere on the return. investment. Do not include interest

• Section 901 foreign taxes. See expense that is clearly and directly Do not deduct payments for partners to
Schedules K and K-1, line 17g. allocable to interest, dividend, royalty, or retirement or deferred compensation
• Taxes allocable to a rental activity. annuity income not derived in the ordinary plans including IRAs, qualified plans, and
Taxes allocable to a rental real estate course of a trade or business. Interest simplified employee pension (SEP) and
activity are reported on Form 8825. Taxes paid or incurred on debt used to purchase SIMPLE IRA plans on this line. These
allocable to a rental activity other than a or carry investment property is reported amounts are reported on Schedule K-1,
rental real estate activity are reported on on line 14a of Schedules K and K-1. See line 11, and are deducted by the partners
line 3b of Schedule K. the instructions for line 14a of Schedules on their own returns.
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Enter the deductible contributions not instructions on page 21 for Schedule K-1, boards of trade, and real estate boards.
claimed elsewhere on the return made by line 25, item 21, and Pub. 535 for more However, no deduction is allowed if a
the partnership for its common-law details. principal purpose of the organization is to
employees under a qualified pension, • Fines or penalties paid to a government entertain, or provide entertainment
profit-sharing, annuity, or SEP or SIMPLE for violating any law. Report these facilities for, members or their guests. In
IRA plan, and under any other deferred expenses on Schedule K, line 21. addition, the partnership may not deduct
compensation plan. • Expenses allocable to tax-exempt membership dues in any club organized

income. Report these expenses on for business, pleasure, recreation, orIf the partnership contributes to an
Schedule K, line 21. other social purpose. This includesindividual retirement arrangement (IRA) • Net operating losses. Only individuals country clubs, golf and athletic clubs,for employees, include the contribution in
and corporations may claim a net airline and hotel clubs, and clubssalaries and wages on Schedule B, line 9,
operating loss deduction. operated to provide meals underor Schedule B, line 2, and not on line 18. • Amounts paid or incurred to participate conditions favorable to business
or intervene in any political campaign on discussion.Line 19—Employee Benefit
behalf of a candidate for public office, orPrograms Entertainment facilities. The
to influence the general public regarding partnership cannot deduct an expenseEnter the partnership’s contributions to
legislative matters, elections, or paid or incurred for a facility (such as aemployee benefit programs not claimed
referendums. Report these expenses on yacht or hunting lodge) used for anelsewhere on the return (e.g., insurance,
Schedule K, line 21. activity usually considered entertainment,health, and welfare programs) that are not • Expenses paid or incurred to influence amusement, or recreation.part of a pension, profit-sharing, etc., plan
Federal or state legislation, or to influenceincluded on line 18. Note: The partnership may be able tothe actions or positions of certain Federal deduct otherwise nondeductible meals,Do not include amounts paid during executive branch officials. However, travel, and entertainment expenses if thethe tax year for insurance that constitutes certain in-house lobbying expenditures amounts are treated as compensationmedical care for a partner, a partner’s that do not exceed $2,000 are deductible. and reported on Form W-2 for anspouse, or a partner’s dependents. See section 162(e) for more details. employee or on Form 1099-MISC for anInstead, include these amounts on line 10 Special Rules independent contractor.as guaranteed payments and on
Travel, meals, and entertainment.Schedule K, lines 5 and 11. Also report
Subject to limitations and restrictionsthese amounts on the Schedule K-1, lines
discussed below, a partnership can Schedule D—Capital5 and 11. See General Instructions for
deduct ordinary and necessary travel,Schedules K and K-1 on page 13 for the Gains and Lossesmeals, and entertainment expenses paidfiling requirements for Schedule K-1.
or incurred in its trade or business. Important: If the foreign partnership filed
Special rules apply to deductions for gifts,Line 20—Other Deductions Form 1065 or 1065-B, do not complete
skybox rentals, luxury water travel, Schedule D on Form 8865. Instead,Attach your own schedule listing by type
convention expenses, and entertainment attach to Form 8865 a copy of theand amount all allowable deductions
tickets. See section 274 and Pub. 463 for Schedule D from Form 1065 or 1065-B.related to a trade or business activity only
more details.for which there is no separate line on All Category 1 filers must complete

Travel.  The partnership cannotSchedule B. Enter the total on this line. Schedule D to report sales or exchanges
deduct travel expenses of any individualExamples of other deductions include: of capital assets, capital gain
accompanying a partner or partnership• Amortization (except as noted below)— distributions, and nonbusiness bad debts.
employee, including a spouse orsee the Instructions for Form 4562 for

Purpose of Scheduledependent of the partner or employee,more information. Complete and attach
unless: Do not report on Schedule D capital gainsForm 4562 if the partnership is claiming
• That individual is an employee of the (losses) specially allocated to any partner.amortization of costs that began during
partnership, and Use Schedule D (Form 8865) to reportthe tax year.
• His or her travel is for a bona fide sales or exchanges of capital assets,• Insurance premiums.
business purpose and would otherwise be capital gain distributions, and• Legal and professional fees.
deductible by that individual. nonbusiness bad debts.• Supplies used and consumed in the

business. Meals and entertainment. Enter capital gains (losses) specially• Utilities. Generally, the partnership can deduct allocated to the partnership as a partner• Part of the cost of qualified clean-fuel only 50% of the amount otherwise in other partnerships and from estates
vehicle property and qualified clean-fuel allowable for meals and entertainment and trusts on Schedule D, line 4 or 9,
vehicle refueling property. For more expenses. In addition (subject to whichever applies. Enter capital gains
details, see section 179A. exceptions under section 274(k)(2)): (losses) of the partnership that are

Also, see Special Rules below for • Meals must not be lavish or specially allocated to partners directly on
limits on certain other deductions. extravagant, line 4d, 4e(1), 4e(2), 4e(3), or 7 of

• A bona fide business discussion must Schedules K and K-1, whichever applies.Do not deduct on line 20:
occur during, immediately before, or• Items that must be reported separately Note: For more information, see Pub.
immediately after the meal, andon Schedules K and K-1. 544, Sales and Other Dispositions of• A partner or employee of the• Qualified expenditures to which an Assets.
partnership must be present at the meal.election under section 59(e) may apply.

What Are Capital Assets?See section 274(n)(3) for a special ruleSee the instructions on page 19 for lines
that applies to expenses for meals18a and 18b of Schedule K-1 for details Each item of property the partnership held
consumed by individuals subject to theon treatment of these items. (whether or not connected with its trade
hours of service limits of the Department• Amortization of reforestation or business) is a capital asset except:
of Transportation.expenditures under section 194. The • Stock in trade or other property

partnership can elect to amortize up to Membership dues. The partnership included in inventory or held mainly for
$10,000 of qualified reforestation may deduct amounts paid or incurred for sale to customers.
expenditures paid or incurred during the membership dues in civic or public • Accounts or notes receivable acquired
tax year. However, the amortization is not service organizations, professional in the ordinary course of the trade or
deducted by the partnership but the organizations (such as bar and medical business for services rendered or from
amortizable basis is instead separately associations), business leagues, trade the sale of stock in trade or other property
allocated among the partners. See the associations, chambers of commerce, held mainly for sale to customers.
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• Depreciable or real property used in the • Transfer of property to a political securities market. Use Form 6252,
trade or business, even if it is fully organization if the fair market value of the Installment Sale Income, to report the
depreciated. property exceeds the partnership’s sale on the installment method. Also use
• Certain copyrights; literary, musical, or adjusted basis in such property. See Form 6252 to report any payment
artistic compositions; letters or section 84. received during the tax year from a sale
memoranda; or similar property. See made in an earlier year that was reported• Any loss on the disposition of
section 1221(a)(3). on the installment method.converted wetland or highly erodible
• U.S. Government publications, cropland that is first used for farming after • A sale or other disposition of an interest
including the Congressional Record, that March, 1986, is reported as a long-term in a partnership owning unrealized
the partnership received from the capital loss on Schedule D, but any gain receivables or inventory items may result
Government, other than by purchase at on such a disposition is reported as in a ordinary gain or loss. See Pub. 541,
the normal sales price, or that the ordinary income on Form 4797. See Partnerships, for more details.
partnership got from another taxpayer section 1257 for details. • Certain constructive ownership
who had received it in a similar way, if the • Transfer of partnership assets and transactions. Gain in excess of the gain
partnership’s basis is determined by liabilities to a newly formed corporation in that would have been recognized if the
reference to the previous owner. exchange for all of its stock. See Rev. partnership had held a financial asset
• Certain commodities derivative Rul. 84-111, 1984-2 C.B. 88. directly during the term of a derivative
financial instruments held by a dealer. • Disposition of foreign investment in a contract must be treated as ordinary
See section 1221(a)(6). U.S. real property interest. See section income. See section 1260 for details.
• Certain hedging transactions entered 897.
into in the normal course of the trade or • Any loss from a sale or exchange of Special Rules for Traders in
business. See section 1221(a)(7). property between the partnership and Securities• Supplies used in the trade or business. certain related persons is not allowed, Traders in securities are engaged in theexcept for distributions in a complete business of buying and selling securitiesItems for Special Treatment liquidation of a corporation. See section for their own account. To be engaged in267 and 707(b) for details.• Use Form 4797, Sales of Business business as a trader in securities:• Any loss from securities that are capitalProperty, to report (a) sales or exchanges • The partnership must seek to profitassets that become worthless during theof property used in a trade or business, from daily market movements in theyear is treated as a loss from the sale or(b) sales or exchanges of depreciable or prices of securities and not fromexchange of a capital asset on the lastamortizable property, (c) sales or other dividends, interest, or capitalday of the tax year.dispositions of securities or commodities appreciation.• Gain from the sale or exchange ofheld in connection with a trading • The partnership’s trading activity muststock in a collapsible corporation is not abusiness, if the partnership made a

be substantial.capital gain. See section 341.mark-to-market election (see section 475 • The partnership must carry on the• Nonrecognition of gain on sale of stockand its regulations for details), (d)
activity with continuity and regularity.to an employee stock ownership planinvoluntary conversions (other than from

 The following facts and circumstances(ESOP) or an eligible cooperative. Seecasualties or thefts), and (e) the
should be considered in determining if asection 1042 and Temporary Regulationsdisposition of noncapital assets (other
partnership’s activity is a business:section 1.1042-1T for rules under whichthan inventory or property held primarily
• Typical holding periods for securitiesthe partnership may elect not to recognizefor sale to customers in the ordinary
bought and sold.gain from the sale of certain stock to ancourse of a trade or business.

ESOP or an eligible cooperative.• Use Form 4684, Casualties and Thefts, • The frequency and dollar amount of the
• A nonbusiness bad debt must beto report involuntary conversions of partnership’s trades during the year.
treated as a short-term capital loss andproperty due to a casualty or theft. • The extent to which the partners
can be deducted only in the year the debt• Gains and losses from section 1256 pursue the activity to produce income for
becomes totally worthless. For each badcontracts and straddles are reported on a livelihood.
debt, enter the name of the debtor andForm 6781, Gains and Losses From • The amount of time devoted to the
“schedule attached” in column (a) of line 1Section 1256 Contracts and Straddles. activity.
and the amount of the bad debt as a loss• An exchange of business or investment Like an investor, a trader must report
in column (f). Also attach a statement ofproperty for property of a like kind is each sale of securities (taking into
facts to support each bad debt deduction.reported on Form 8824, Like-Kind account commissions and any other costs• Any loss from a wash sale of stock orExchanges. of acquiring or disposing of the securities)
securities (including contracts or options• Transactions by a securities dealer. on Schedule D or on an attached
to acquire or sell stock or securities)See section 1236. statement containing all the same
cannot be deducted unless the• Bonds and other debt instruments. See information for each sale in a similar
partnership is a dealer in stock orPub. 550, Investment Income and format. However, if a trader used the
securities and the loss was sustained in aExpenses. mark-to-market accounting method (see
transaction made in the ordinary course• Certain real estate subdivided for sale section 475 and its regulations for
of the partnership’s trade or business. Athat may be considered a capital asset. details), each transaction is reported in
wash sale occurs if the partnershipSee section 1237. Part II of Form 4797 instead of Schedule
acquires (by purchase or exchange), or• Gain on the sale of depreciable D. Regardless of whether a trader reports
has a contract or option to acquire,property to a more than 50%-owned its gains and losses on Schedule D or
substantially identical stock or securitiesentity, or to a trust in which the Form 4797, the gain or loss from the
within 30 days before or after the date ofpartnership is a beneficiary, is treated as disposition of securities is not taken into
the sale or exchange. See section 1091ordinary gain. account when figuring net earnings from
for more information.• Liquidating distributions from a self-employment on Schedules K and

corporation. See Pub. 550 for details. • If the partnership sold property at a K-1. See section 1402(i) for an exception• Gain on the sale or exchange of stock gain and it will receive a payment in a tax that applies to section 1256 contracts.
in certain foreign corporations. See year after the year of sale, it generally

The limitation on investment interestsection 1248. must report the sale on the installment
expense that applies to investors does• Gain or loss on options to buy or sell, method unless it includes the full amount
not apply to interest paid or incurred in aincluding closing transactions. See Pub. of the gain in its income in the year of
trading business. A trader reports interest550 for details. sale. However, the installment method
expense and other expenses (excluding• Gain or loss from a short sale of may not be used to report sales of stock
commissions and other costs of acquiringproperty. See Pub. 550 for details. or securities traded on an established
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or disposing of securities) from a trading • As of the date the stock was issued,
Specific Instructionsbusiness on Schedule B of Form 8865. the corporation was a qualified small
 (Schedule D)business. A qualified small business is aA trader also may hold securities for

domestic C corporation with total grossinvestment. The rules for investors Columns (b) and (c)—Dateassets of $50 million or less (a) at allgenerally will apply to those securities. Acquired and Date Soldtimes after August 9, 1993, and beforeAllocate interest and other expenses
Use the trade dates for date acquired andthe stock was issued, and (b) immediatelybetween the partnership’s trading
date sold for stocks and bonds traded onafter the stock was issued. Gross assetsbusiness and its investment securities.
an exchange or over-the-counter market.include those of any predecessor of theInvestment interest expense is reported

corporation. All corporations that areon line 14a of Schedules K and K-1. Column (d)—Sales Pricemembers of the same parent-subsidiary
Constructive Sale Treatment for Enter in this column either the gross salescontrolled group are treated as one

price or the net sales price from the sale.Certain Appreciated Positions corporation.
On sales of stocks and bonds, report theGenerally, a partnership would recognize • The partnership must have acquired gross amount as reported to thegain (but not loss) on the date it enters the stock at its original issue (either partnership by the partnership’s broker oninto a constructive sale of any directly or through an underwriter), either Form 1099-B, Proceeds From Broker andappreciated position in stock, a in exchange for money or other property Barter Exchange Transactions, or similarpartnership interest, or certain debt or as pay for services (other than as an statement. However, if the broker advisedinstruments as if the position were underwriter) to the corporation. In certain the partnership that gross proceedsdisposed of at fair market value on that cases, the partnership may meet the test (gross sales price) less commissions anddate.

if it acquired the stock from another option premiums were reported to the
A partnership is treated as making a person who met this test (such as by gift IRS, enter that net amount in column (d).

constructive sale of an appreciated or at death) or through a conversion or
position when it (or a related person, in Column (e)—Cost or Other Basisexchange of qualified business stock by
some cases) does one of the following: In general, the cost or other basis is thethe holder.• Enters into a short sale of the same or cost of the property plus purchase• During substantially all of the time thesubstantially identical property (that is, a commissions and improvements andpartnership held the stock:“short sale against the box”). minus depreciation, amortization, and

1. The corporation was a C• Enters into an offsetting notional depletion. If the partnership got the
corporation,principal contract relating to the same or property in a tax-free exchange,

substantially identical property. 2. At least 80% of the value of the involuntary conversion, or wash sale of
• Enters into a futures or forward contract stock, it may not be able to use the actualcorporation’s assets was used in the
to deliver the same or substantially cash cost as the basis. If the partnershipactive conduct of one or more qualified
identical property. does not use cash cost, attach anbusinesses (defined below), and• Acquires the same or substantially explanation of the basis.3. The corporation was not a foreignidentical property (if the appreciated

corporation, domestic international sales If the partnership sold stock, adjust theposition is a short sale, offsetting notional
corporation (DISC), former DISC, interest basis by subtracting all the stock-relatedprincipal contract or a futures or forward
charge domestic international sales nontaxable distributions received beforecontract).

the sale. This includes nontaxablecorporation (IC-DISC), former IC-DISC,Exception. Generally, constructive distributions from utility company stockcorporation that has made (or that has asale treatment does not apply if: and mutual funds. Also adjust the basissubsidiary that has made) a section 936• The partnership closed the transaction for any stock splits or stock dividends.election, regulated investment companybefore the end of the 30th day after the
(RIC), real estate investment trust (REIT),end of the year in which it was entered If a charitable contribution deduction is
real estate mortgage investment conduitinto, passed through to a partner because of a
(REMIC), financial asset securitization• The partnership held the appreciated bargain sale of property to a charitable
investment trust (FASIT), or cooperative.position to which the transaction relates organization, the adjusted basis for

throughout the 60-day period starting on determining gain from the sale is an
Note: A specialized small businessthe date the transaction was closed, and amount that has the same ratio to the
investment company (SSBIC) is treated• At no time during the 60-day period adjusted basis as the amount realized

was the partnership’s risk of loss reduced as having met test 2 above. has to the fair market value.
by holding certain other positions. A qualified business is any business See section 852(f) for the treatment ofFor details and other exceptions to other than the following: certain load charges incurred in acquiringthese rules, see Pub. 550.

stock in a mutual fund with a reinvestment• One involving services performed in the
right.Rollover of Gain From Qualified fields of health, law, engineering,

architecture, accounting, actuarialStock If the gross sales price is reported in
science, performing arts, consulting, column (d), increase the cost or otherSeparately state on Form 8865, athletics, financial services, or brokerage basis by any expense of sale, such asSchedule K, line 7 (and not on services. broker’s fees, commissions, or optionSchedule D) any gain that wouldCAUTION

!
premiums, before making an entry in• One whose principal asset is thequalify for the section 1045 rollover at the
column (e).reputation or skill of one or morepartner level instead of the partnership

employees.level (because a partner was entitled to For more details, see Pub. 551, Basis
purchase replacement stock) and any • Any banking, insurance, financing, of Assets.
gain on qualified stock that could qualify leasing, investing, or similar business.
for the 50% exclusion under section 1202. Column (f)—Gain or (Loss)• Any farming business (including the

To be qualified small business Make a separate entry in this column forraising or harvesting of trees).
stock, the stock must meet all of the each transaction reported on lines 1 and• Any business involving the productionfollowing tests: 6 and any other line(s) that applies to the

of products for which percentage• It must be stock in a C corporation (that partnership. For lines 1 and 6, subtract
depletion can be claimed.is, not S corporation stock). the amount in column (e) from the amount
• Any business of operating a hotel,• It must have been originally issued in column (d). Enter negative amounts in
motel, restaurant, or similar business.after August 10, 1993. parentheses.
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All Category 1 and 2 filers must Report specially allocated ordinaryColumn (g)—28% Rate Gain or
complete Schedule K-1 for any direct gain (loss) on Schedules K and K-1, line(Loss)
interest they hold in the partnership. A 7. Report other specially allocated itemsEnter in column (g) only the amount, if
Category 1 or 2 filer that does not own a on the applicable lines of the partner’sany, from Part II, column (f), that is from
direct interest is not required to complete Schedule K-1, with the total amount oncollectibles gains and losses. A
Schedule K-1. the applicable line of Schedule K. Forcollectibles gain or loss is any

example, specially allocated long-termlong-term gain or deductible long-term  Category 1 filers must also complete capital gain is entered on line 4e(1) of theloss from the sale or exchange of a Schedule K-1 for each U.S. person that partner’s Schedule K-1, and the total iscollectible that is a capital asset. directly owns a 10% or greater direct entered on line 4e(1) of Schedule K,interest in the partnership.Collectibles include works of art, rugs, along with any net long-term capital gain
antiques, metals (such as gold, silver, and (or loss) from line 12 column (f), ofOn Schedule K-1, provide the partner’s
platinum bullion), gems, stamps, coins, Schedule D.beginning and year-end percentage
alcoholic beverages, and certain other interest in partnership profits, capital, Income (Loss)tangible property. deductions, or losses. These percentages

Also include gain (but not loss) from should include any interest constructively Line 1—Ordinary Income (Loss)the sale or exchange of an interest in a owned by the filer. From Trade or Business Activitiespartnership or trust held for more than 1
Lines 1 through 23 are the same for Enter the amount from Schedule B, lineyear and attributable to unrealized

both Schedule K and Schedule K-1. 22. Enter the income (loss) withoutappreciation of collectibles. For details,
However, Schedule K-1 contains reference to (a) the basis of the partners’see Regulations section 1.1(h)-1. Also
information about a particular partner’s interests in the partnership, (b) theattach the statement required under
distributive share, rather than information partners’ at-risk limitations, or (c) theRegulations section 1.1(h)-1(e).
about the partnership as a whole. passive activity limitations. These

Lines 4 and 9—Capital Gains and Complete lines 1 through 25 for any direct limitations, if applicable, are determined
interest that partner owns in theLosses From Other Partnerships, at the partner level.
partnership.Estates, and Trusts If the partnership has more than one

Enter capital gains (losses) specially Example. Partner A owns a 45% trade or business activity, identify on an
allocated to the partnership as a partner direct interest in foreign partnership attachment to Schedule K-1 the amount
in other partnerships and from estates (FPS). Partner A also owns 100% of the from each separate activity.
and trusts on Schedule D, line 4 or 9, stock of a domestic corporation (DC), Line 1 should not include rental activitywhichever applies. which owns a 10% direct interest in FPS. income (loss) or portfolio income (loss).

Therefore, Partner A is considered to ownLine 10—Capital Gain Line 2—Net Income (Loss) Froma 55% interest in FPS and is thus aDistributions Rental Real Estate ActivitiesCategory 1 filer. When Partner A
On line 10, column (f), report as the total completes Schedule K-1 for itself, Partner Enter the net income (loss) from rentalamount of (a) capital gain distributions A must report the distributive share of real estate activities of the partnershipand (b) the partnership’s share of items allocated to Partner A’s direct from Form 8825. Attach this form to Formundistributed capital gains from a RIC or interest of 45% but not any items 8865. If the partnership has more thanREIT. On line 10, column (g), report the allocated to DC’s 10% interest. When one rental real estate activity, identify on28% rate gain portion of these amounts. Partner A completes Schedule K-1 for DC an attachment to Schedule K-1 theReport the partnership’s share of taxes (which Partner A must do because DC amount attributable to each activity.paid on undistributed capital gains by a owns a direct 10% interest), Partner A

Line 3—Net Income (Loss) FromRIC or REIT on a statement attached to must report on DC’s Schedule K-1 only
Form 8865 for Schedule K, line 24 (and Other Rental Activitiesitems allocated to DC’s direct 10%
the partner’s share in the line 25 interest. On Schedule K, line 3a, enter gross
Supplemental Information space of income from rental activities other thanAlthough the partnership is not subjectSchedule K-1). those reported on Form 8825. See Pub.to income tax, the partners are liable for

925, Passive Activity and At-Risk Rules,tax on their shares of the partnership
for a definition of rental activities. Includeincome, whether or not distributed, andGeneral Instructions for on line 3a, the gain (loss) from line 18 ofmust include their share of such items on
Form 4797 that is attributable to the sale,Schedules K and K-1— their tax returns. Allocations of income,
exchange, or involuntary conversion of angains, losses, deductions, or creditsPartners’ Shares of asset used in a rental activity other than aamong the partners generally should be
rental real estate activity.made according to the partnershipIncome, Credits,

On line 3b of Schedule K, enter theagreement. See section 704 and theDeductions, Etc. deductible expenses of the activity. Attachregulations thereunder.
Important: If the foreign partnership filed a schedule of these expenses to Form
Form 1065 or 1065-B, do not complete 8865.
Schedules K and K-1 on Form 8865. Enter the net income (loss) on line 3cSpecific InstructionsInstead, attach to Form 8865 a copy of of Schedule K. Enter the partner’s share
the Schedules K and K-1 from Form 1065 (Schedules K and K-1, on line 3 of Schedule K-1.
or 1065-B.

If the partnership has more than oneExcept as Noted)
rental activity reported on line 3, identifySchedule K Note: Generally, Schedules K and K-1
on an attachment to Schedule K-1 theon Form 8865 and Form 1065 are theSchedule K is a summary schedule of all
amount from each activity.same. If more guidance is needed toof the partners’ shares of the partnership

complete Schedules K and K-1 of Formincome, credits, deductions, etc. Only Lines 4a Through 4f—Portfolio
8865, refer to the Form 1065 instructions.Category 1 filers must complete Schedule Income (Loss)

K. Enter portfolio income (loss) on lines 4aSpecial Allocations
through 4f.Schedule K-1 An item is specially allocated if it is

Schedule K-1 is used to report a specific allocated to a partner in a ratio different Do not reduce portfolio income by
partner’s share of the partnership income, from the ratio for sharing income or loss deductions allocable to it. Report such
credits, deductions, etc. generally. deductions (other than interest expense)
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on line 10 of Schedules K and K-1. Line 4f. Report and identify other Line 7—Other Income (Loss)
portfolio income or loss on an attachmentInterest expense allocable to portfolio Use line 7 to report other items of income,
for line 4f.income is generally investment interest gain, or loss not included on lines 1

expense and is reported on line 14a of through 6. If the partnership has moreFor example, income reported to the
Schedules K and K-1. than one activity, identify on anpartnership from a real estate mortgage

attachment the amount and the activity toinvestment conduit (REMIC), in which theLines 4a and 4b. Enter only taxable
which each amount relates.partnership is a residual interest holder,interest and ordinary dividends on these

would be reported on an attachment forlines. Taxable interest is interest from all Include the following items on line 7:
line 4f. If the partnership holds a residualsources except interest exempt from tax • Gains from the disposition of farm
interest in a REMIC, report on theand interest on tax-free covenant bonds. recapture property (see Form 4797) and
attachment for line 4f the partner’s share other items to which section 1252 applies.Lines 4d, 4e(1), 4e(2), and 4e(3). Enter of the following: • Gains from the disposition of anon line 4d of Schedule K the gain or loss • Taxable income (net loss) from the interest in oil, gas, geothermal, or other(that is portfolio income (loss) from line 5 REMIC (line 1b of Schedules Q (Form mineral properties (section 1254).of Schedule D plus any short-term capital 1066), Quarterly Notice to Residual • Any net gain or loss from section 1256gain (loss) that is specially allocated to Interest Holder of REMIC Taxable Income contracts from Form 6781, Gains andpartners. Report a partner’s share on line or Net Loss Allocation). Losses From Section 1256 Contracts and4d of Schedule K-1. • Excess inclusion (line 2c of Schedules Straddles.
Q (Form 1066)). • Recoveries of tax benefit items (sectionEnter on line 4e(1) the gain or loss that • Section 212 expenses (line 3b of 111).is portfolio income (loss) from line 12 of Schedules Q (Form 1066)). Do not report • Gambling gains and losses subject toSchedule D plus any long-term capital these section 212 expenses on line 10 of the limitations in section 165(d).gain (loss) that is specially allocated to Schedules K and K-1. • Any income, gain, or loss to thepartners. Enter on line 4e(2) the gain or Because Schedule Q (Form 1066) is a partnership under section 751(b).loss from line 11 of Schedule D plus any quarterly statement, you must follow the • Specially allocated ordinary gain (loss).28% rate gain (loss) that is included on Schedule Q instructions to figure the • Net gain (loss) from involuntaryline 12 of Schedule D. Enter on line 4e(3) amounts to report to the partner for the conversions due to casualty or theft. Thethe gains (not losses) from the disposition partnership’s tax year. amount for this line is shown on Formof assets (excluding property that could

4684, Casualties and Thefts, line 38a,qualify for section 1202 gain) held more Line 5—Guaranteed Payments to
38b, or 39.than 5 years that are portfolio income Partners

included on line 12 of Schedule D. The partner’s share must be enteredGuaranteed payments to partners
on Schedule K-1. If there was a gaininclude:If any gain or loss from lines 5, 11, and (loss) from a casualty or theft to property• Payments for salaries, health12 of Schedule D is not portfolio income not used in a trade or business or forinsurance, and interest deducted by the(e.g., gain or loss from the disposition of income-producing purposes, do notpartnership and reported on Schedule B,nondepreciable personal property used in complete Form 4684 for this type ofline 10; Form 8825; or on Schedule K,a trade or business), do not report this casualty or theft. Instead, the partner willline 3b; andincome or loss on lines 4d and 4e(1) complete his or her own Form 4684.• Payments the partnership mustthrough 4e(3).  Instead, report it on line 7 • Gain from the sale or exchange ofcapitalize. See the Instructions forof Schedules K and K-1.  If the qualified small business stock that isSchedule B, line 10.partnership had a gain from such property eligible for the 50% section 1202Generally, amounts reported on line 5held more than 5 years, show the total of exclusion. The section 1202 exclusionare not considered to be related to aall such gains on an attachment to applies only to qualified small businesspassive activity. For example, guaranteedSchedule K-1.  Indicate on the statement stock issued after August 10, 1993, andpayments for personal services paid to athat the shareholder should include this held by the partnership for more than 5partner would not be passive activityamount on line 4 of the worksheet for line years. Corporate partners are not eligibleincome. Likewise, interest paid to any29 of Schedule D (Form 1040). for the section 1202 exclusion. Additionalpartner is not passive activity income.
limitations apply at the partner level.If the income or loss is attributable to
Report the partner’s share of sectionLine 6—Net Section 1231 Gainmore than one activity, report the income
1202 gain on Schedule K-1. The partner(Loss) (Other Than Due to Casualtyor loss amount separately for each
will determine if he or she qualifies for theactivity on an attachment to Schedule K-1 or Theft)
section 1202 exclusion. Report on anand identify the activity to which the Enter on line 6 the net section 1231 gain attachment to Schedule K-1 for each saleincome or loss relates. (loss) from Form 4797, line 7. Do not or exchange the name of the corporationinclude specially allocated ordinary gainsIf any gain or loss from lines 5, 11, that issued the stock, the partner’s shareand losses or net gains or losses fromand 12 of Schedule D is from the of the partnership’s adjusted basis andinvoluntary conversions due to casualtiesdisposition of nondepreciable sales price of the stock, and the dates theCAUTION

!
or thefts on this line. Instead, report thempersonal property used in a trade or stock was bought and sold.on line 7. If the partnership has more thanbusiness, it may not be treated as • Gain eligible for section 1045 rolloverone activity, attach a statement toportfolio income. Report such gain or loss (replacement stock not purchased by theSchedule K-1 that identifies the activity toon line 7 of Schedules K and K-1. If the partnership). Include only gain from thewhich the section 1231 gain (loss) relates.partnership had a gain from such property sale or exchange of qualified small

held more than 5 years, show the total of Attach a statement to each Schedule business stock the partnership held for
all such gains on an attachment to K-1 indicating the aggregate amount of all more than 6 months but that was not
Schedule K-1. Indicate on the statement gains from section 1231 property held deferred by the partnership under section
that the partner should include this more than 5 years. Do not include any 1045. A partner (other than a corporation)
amount on line 4 of the worksheet for line gain attributable to straight-line may be eligible to defer his or her
29 of Schedule D (Form 1040). If the gain depreciation from section 1250 property. distributive share of this gain under
or loss is attributable to more than one Indicate on the statement that this amount section 1045 if he or she purchases other
activity, report the gain or loss amount should be included in the partner’s qualified small business stock during the
separately for each trade or business computation of qualified 5-year gain only 60-day period that began on the date the
activity on an attachment to Schedule K-1 if the amount on the partner’s Form 4797, stock was sold by the partnership.
and identify the activity to which the gain line 7, is more than zero. Do not include Additional limitations apply at the partner
or loss relates. any unrecaptured section 1250 gain. level. Report on an attachment to
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Schedule K-1 for each sale or exchange No deduction is allowable under be treated under section 42(j)(5) as the
the name of the corporation that issued section 212 for expenses allocable to a taxpayer to which the low-income housing
the stock, the partner’s share of the convention, seminar, or similar meeting. credit was allowed. Report any other
partnership’s adjusted basis and sales low-income housing credit on line 12a(2).

Line 11—Other Deductionsprice of the stock, and the dates the stock If part or all of the credit reported on
Use line 11 to report deductions notwas bought and sold. line 12a(1) or 12a(2) is attributable to
included on lines 8, 9, 10, 17g, and 18b. additions to qualified basis of propertyDeductions On an attachment, identify the deduction placed in service before 1990, report on
and amount and, if the partnership has an attachment to Schedules K and K-1Line 8—Charitable Contributions more than one activity, the activity to the amount of the credit on each line that
which the deduction relates.Enter the total amount of charitable is attributable to property placed in

contributions made by the partnership service (a) before 1990 and (b) afterExamples of items to be reported onduring its tax year on Schedule K. Enter 1989.an attachment to line 11 include:the partner’s distributive share on • Amounts paid by the partnership that Line 12b—Qualified RehabilitationSchedule K-1. On an attachment to would be allowed as itemized deductionsSchedules K and K-1, show separately Expenditures Related to Rentalon any of the partners’ income tax returnsthe dollar amount of contributions subject Real Estate Activitiesif they were paid directly by a partner forto each of the 50%, 30%, and 20% of Enter total qualified rehabilitationthe same purpose. However, do not enteradjusted gross income limits. For expenditures related to rental real estateexpenses related to portfolio income oradditional information, see Pub. 526, activities of the partnership. Alsoinvestment interest expense on this line.Charitable Contributions. complete the applicable lines of FormIf there was a loss from an involuntary
3468, Investment Credit, that apply toCertain contributions made to an conversion due to casualty or theft of
qualified rehabilitation expenditures fororganization conducting lobbying income-producing property, include in the
property related to rental real estateactivities are not deductible. See section total amount for this line the relevant
activities of the partnership for which170(f)(9) for more details. amount from Form 4684, line 32.
income or loss is reported on line 2 of• Any penalty on early withdrawal ofIf the partnership made a qualified Schedule K. See Form 3468 for details onsavings.conservation contribution, include the qualified rehabilitation expenditures.• Soil and water conservationFMV of the underlying property before Attach Form 3468 to Form 8865.expenditures (section 175).and after the donation and describe the • Contributions to a capital construction For line 12b of Schedule K-1, enter theconservation purpose furthered by the

fund. partner’s distributive share of thedonation. • Any amounts paid during the tax year expenditures. On the dotted line to the left
for health insurance coverage for aLine 9—Section 179 Expense of the entry space for line 12b, enter the
partner (including that partner’s spouse line number of Form 3468 on which theDeduction
and dependents). For 2001, a partner partner should report the expenditures. IfIf the partnership files Form 1065 or
may be allowed to deduct up to 60% of there is more than one type of1065-B, it may elect to expense part of
such amounts on Form 1040, line 28. expenditure, or the expenditures are fromthe cost of certain tangible property the • Payments for a partner to an IRA, more than one rental real estate activity,partnership purchased this year for use in
qualified plan, simplified employee report this information separately for eachits trade or business or certain rental
pension (SEP) or a SIMPLE IRA plan. If a expenditure or activity on an attachmentactivities. See Pub. 946, How to
qualified plan is a defined benefit plan, a to Schedules K and K-1.Depreciate Property, for a definition of
partner’s distributive share of payments iswhat kind of property qualifies for the Qualified rehabilitation
determined in the same manner as his orsection 179 expense deduction and the expenditures for property not
her distributive share of partnershipInstructions for Form 4562 for limitations related to rental real estateCAUTION

!
taxable income. For a defined benefiton the amount of the section 179 expense activities must be listed separately on line
plan, attach to the Schedule K-1 adeduction. 25 of Schedule K-1.
statement showing the amount of benefit

If the foreign partnership received a accrued for the tax year. Line 12c—Credits (Other Than
Schedule K-1 from another partnership • Interest expense allocated to Credits Shown on Lines 12a and
reporting a section 179 expense debt-financed distributions. See Notice 12b) Related to Rental Real Estate
deduction, complete lines 6 through 13 of 89-35 for more information. Activities
Form 4562. Report the eligible partners’ • Interest paid or accrued on debt

Report any information that the partnersdistributive shares of the amount on line properly allocable to each general
need to figure credits related to a rental12 of Form 4562 on Schedule K-1, line 9. partner’s share of a working interest in
real estate activity, other than theAn estate or trust is not an eligible any oil or gas property (if the partner’s
low-income housing credit and qualifiedpartner. liability is not limited).
rehabilitation expenditures. On the dotted

See the instructions for line 25 of line to the left of the entry space for lineCredits
Schedule K-1, item 4, for any recapture of 12c (or in the margin), identify the type of
a section 179 amount. credit. If there is more than one type ofLine 12a—Low-Income Housing

credit or the credit is from more than oneCreditLine 10—Deductions Related to activity, report this information separatelySection 42 provides a credit that may bePortfolio Income for each credit or activity on anclaimed by owners of low-incomeEnter on line 10 and attach an itemized attachment to Schedules K and K-1.residential rental buildings. If the partnerslist of the deductions clearly and directly are eligible to take the low-income Line 12d—Credits Related to Otherallocable to portfolio income (other than housing credit, complete and attach Form Rental Activitiesinterest expense and section 212 8586, Low-Income Housing Credit; Formexpenses from a REMIC). Interest Use this line to report information that the8609, Low-Income Housing Creditexpense related to portfolio income is partners need to figure credits related to aAllocation Certification; and Schedule Ainvestment interest expense and is rental activity other than a rental real(Form 8609), Annual Statement, to Formreported on line 14a of Schedules K and estate activity. On the dotted line to the8865.K-1. Section 212 expenses from the left of the entry space for line 12d, identify
partnership’s interest in a REMIC are Report on line 12a(1) the total the type of credit. If there is more than
reported on an attachment for line 4f of low-income housing credit for property one type of credit or the credit is from
Schedules K and K-1. with respect to which a partnership is to more than one activity, report this
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information separately for each credit or • New markets credit (Form 8874). disposition of property held for investment
activity on an attachment to Schedules K • Credit for contributions to selected over net capital gain from the disposition
and K-1. community development corporations of property held for investment, and any

(Form 8847). net capital gain from the disposition of
Line 13—Other Credits • General credits from an electing large property held for investment that a partner

partnership. elects to include in investment incomeEnter on line 13 any other credit, except
See the instructions for line 25, item 13 under section 163(d)(4)(B)(iii). Generally,credits or expenditures shown or listed for

of Schedule K-1 to report expenditures investment income and investmentlines 12a through 12d of Schedules K and
qualifying for the (a) rehabilitation credit expenses do not include any income orK-1. On the dotted line to the left of the
not related to rental real estate activities, expenses from a passive activity.entry space for line 13, identify the type of
(b) energy credit, or (c) reforestationcredit. If there is more than one type of Property subject to a net lease is not
credit.credit or the credit is from more than one treated as investment property because it

activity, report this information separately is subject to the passive loss rules. Do notInvestment Interest
for each credit or activity on an reduce investment income by losses fromLines 14a through 14b(2) must beattachment to Schedules K and K-1. The passive activities.completed for all partners.credits to be reported on line 13 and other Investment expenses are deductible
required attachments are as follows: Line 14a—Interest Expense on expenses (other than interest) directly• Credit for backup withholding on Investment Debts connected with the production of
dividends, interest, or patronage investment income. See the Form 4952Include on this line interest paid ordividends. instructions for more information onaccrued on debt properly allocable to• Nonconventional source fuel credit. investment income and expenses.property held for investment. PropertyThe credit is figured at the partnership held for investment includes property thatlevel and then is apportioned to the Lines 15a Through 15c—produces income (unless derived in thepartners based on their distributive shares Self-Employmentordinary course of a trade or business)of partnership income attributable to sales Note: If the partnership is an optionsfrom interest, dividends, annuities, orof qualified fuels. Attach a separate dealer or a commodities dealer, seeroyalties; and gains from the dispositionschedule to the return to show the section 1402(i) before completing linesof property that produces those types ofcomputation of the credit. See section 29 15a, 15b, and 15c, to determine theincome or is held for investment.for more information. amount of any adjustment that may haveProperty held for investment also• Qualified electric vehicle credit (Form to be made to the amounts shown on theincludes a general partner’s share of a8834). Worksheet for Figuring Net Earningsworking interest in any oil or gas property• Unused credits from cooperatives. The (Loss) From Self-Employment on pagefor which the partner’s liability is notunused credits are apportioned to 17. If the partnership is engaged solely inlimited and in which the partner did notpersons who were partners in the the operation of a group investmentmaterially participate. However, the levelpartnership on the last day of the program, earnings from the operation areof a partner’s participation in an activity ispartnership’s tax year. not self-employment earnings for eitherdetermined by the partner and not by the• Work opportunity credit (Form 5884). general or limited partners.partnership. As a result, interest allocableThis credit is apportioned among the

General partners. General partners’ netto a general partner’s share of a workingpartners according to their interest in the
earnings (loss) from self-employment dointerest in any oil or gas property (if thepartnership at the time the wages on
not include:partner’s liability is not limited) should notwhich the credit is figured were paid or • Dividends on any shares of stock andbe reported on line 14a. Instead, reportaccrued.
interest on any bonds, debentures, notes,this interest on line 11.• Welfare-to-work credit (Form 8861).
etc., unless the dividends or interest areInvestment interest does not includeThis credit is apportioned in the same
received in the course of a trade orinterest expense allocable to a passivemanner as the work opportunity credit.
business, such as a dealer in stocks oractivity.• Credit for alcohol used as fuel (Form
securities or interest on notes or accounts6478). This credit is apportioned to The amount on line 14a will be receivable.persons who were partners on the last deducted (after applying the investment • Rentals from real estate, except rentalsday of the partnership’s tax year. The interest expense limitations of section of real estate held for sale to customers incredit must be included in income on line 163(d)) by individual partners on the course of a trade or business as a7 of Schedule B. Schedule A (Form 1040), line 13. real estate dealer or payments for roomsIf this credit includes the small ethanol For more information, see Form 4952, or space when significant services areproducer credit, identify on a statement Investment Interest Expense Deduction. provided.attached to each Schedule K-1 (a) the • Royalty income, except royalty incomeLines 14b(1) and 14b(2)—amount of the small producer credit
received in the course of a trade orincluded in the total credit allocated to the Investment Income and Expenses
business.partner, (b) the number of gallons of Enter on line 14b(1) only the investment See the instructions for Schedule SEqualified ethanol fuel production allocated income included on lines 4a, 4b, 4c, and (Form 1040), Self-Employment Tax, forto the partner, and (c) the partner’s share 4f of Schedules K and K-1. Do not include more information.in gallons of the partnership’s productive other portfolio gains or losses on this line.
Limited partners. Generally, a limitedcapacity for alcohol. Enter on line 14b(2) only the partner’s share of partnership income• Credit for increasing research activities investment expense included on line 10 of (loss) is not included in net earnings(Form 6765). Schedules K and K-1. (loss) from self-employment. Limited• Enhanced oil recovery credit (Form

If there are other items of investment partners treat as self-employment8830).
income or expense included in the earnings only guaranteed payments for• Disabled access credit (Form 8826).
amounts reported separately on Schedule services they actually rendered to, or on• Renewable electricity production credit
K-1 (such as net short-term capital gain or behalf of, the partnership to the extent(Form 8835).
loss, net long-term capital gain or loss, that those payments are payment for• Empowerment zone employment credit
and other portfolio gains or losses), attach those services.(Form 8844).
a schedule to Schedule K-1 identifying• Indian employment credit (Form 8845). Line 15a—Net Earnings (Loss)these amounts.• Credit for employer social security and From Self-EmploymentMedicare taxes paid on certain employee Investment income includes gross

tips (Form 8846). income from property held for investment, Schedule K. Enter on line 15a the
• Orphan drug credit (Form 8820). the excess of net gain from the amount from line 5 of the worksheet.
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Schedule K-1. Do not complete this line Lines 3b and 4b. Allocate the Line 16a—Depreciation
for any partner that is an estate, trust, amounts on these lines in the same way Adjustment on Property Placed in
corporation, exempt organization, or IRA. line 22 of Schedule B is allocated to these Service After 1986

particular partners.Enter on line 15a of Schedule K-1 Figure the adjustment for line 16a based
each individual general partner’s share of only on tangible property placed inLine 4a. Include in the amount on linethe amount shown on line 5 of the service after 1986 (and tangible property4a any guaranteed payments to partnersworksheet and each individual limited placed in service after July 31, 1986, and

reported on Schedules K and K-1, line 5,partner’s share of the amount shown on before 1987 for which the partnership
and derived from a trade or business asline 4c of the worksheet. elected to use the general depreciation
defined in section 1402(c). Also include system). Do not make an adjustment for

Line 15b—Gross Farming or other ordinary income and expense items motion picture films, videotapes, sound
(other than expense items subject toFishing Income recordings, certain public utility property
separate limitations at the partner level) (as defined in section 168(f)(2)), propertyEnter the partnership’s gross farming or
reported on Schedules K and K-1 that are depreciated under the unit-of-productionfishing income from self-employment.
used to figure self-employment earnings method (or any other method notIndividual partners need this amount to
under section 1402. expressed in a term of years), or qualifiedfigure net earnings from self-employment

Indian reservation property.under the farm optional method in Section
B, Part II of Schedule SE (Form 1040). Adjustments and Tax For property placed in service before

Preference Items 1999, refigure depreciation for the AMTLine 15c—Gross Nonfarm Income
as follows (using the same conventionLines 16a through 16e must beEnter the partnership’s gross nonfarm used for the regular tax):completed for all partners except certainincome from self-employment. Individual • For section 1250 property (generally,small corporations exempt from thepartners need this amount to figure net residential rental and nonresidential realalternative minimum tax (AMT) underearnings from self-employment under the property), use the straight line methodsection 55(e).nonfarm optional method in Section B, over 40 years.

Part II of Schedule SE (Form 1040). • For tangible property (other thanEnter items of income and deductions
section 1250 property) depreciated usingWorksheet Instructions that are adjustments or tax preference
the straight line method for the regularitems for the AMT. See Form 6251,Line 1b. Include on line 1b any part of tax, use the straight line method over theAlternative Minimum Tax—Individuals;the net income (loss) from rental real property’s class life. Use 12 years if theForm 4626, Alternative Minimum Tax—estate activities from Schedule K, line 2, property has no class life.Corporations; or Schedule I of Formthat is from: • For any tangible property, use the1041, U.S. Income Tax Return for Estates1. Rentals of real estate held for sale 150% declining balance method,and Trusts, to determine the amounts toto customers in the course of a trade or switching to the straight line method theenter and for other information.business as a real estate dealer or first tax year it gives a larger deduction,

2. Rentals for which services were over the property’s AMT class life. Use 12Do not include as a tax preferencerendered to the occupants (other than years if the property has no class life.item any qualified expenditures to whichservices usually or customarily rendered
Note: See Pub. 946 for a table of classan election under section 59(e) mayfor the rental of space for occupancy
lives.apply. Instead, report these expendituresonly). The supplying of maid service is

on lines 18a and 18b. Because thesesuch a service; but the furnishing of heat For property placed in service after
expenditures are subject to an election byand light, the cleaning of public 1998, refigure depreciation for the AMT
a partner, the partnership cannot figureentrances, exits, stairways and lobbies, only for property depreciated for the
the amount of any tax preference relatedtrash collection, etc., are not considered regular tax using the 200% declining
to them.services rendered to the occupants. balance method. For the AMT, use the

Worksheet for Figuring Net Earnings (Loss) From Self-Employment

1a

b
c
d

e
2

3a

b

c

4a

b

c

5

Ordinary income (loss) (Schedule K, line 1)

Net income (loss) from certain rental real estate activities (see instructions)
Net income (loss) from other rental activities (Schedule K, line 3c)

Net loss from Form 4797, Part II, line 18, included on line 1a above. Enter as a positive
amount 
Combine lines 1a through 1d
Net gain from Form 4797, Part II, line 18, included on line 1a above

Subtract line 2 from line 1e. If line 1e is a loss, increase the loss on line 1e by the
amount on line 2

Part of line 3a allocated to limited partners, estates, trusts, corporations, exempt
organizations, and IRAs

Subtract line 3b from line 3a. If line 3a is a loss, reduce the loss on line 3a by the amount on line 3b. Include
each individual general partner’s share on line 15a of Schedule K-1

Guaranteed payments to partners (Schedule K, line 5) derived from a trade or business
as defined in section 1402(c) (see instructions)

Part of line 4a allocated to individual limited partners for other than services and to
estates, trusts, corporations, exempt organizations, and IRAs

Subtract line 4b from line 4a. Include each individual general partner’s share and each individual limited
partner’s share on line 15a of Schedule K-1
Net earnings (loss) from self-employment. Combine lines 3c and 4c. Enter here and on Schedule K, line 15a

1a
1b
1c

1d
1e
2

3a

3b

3c

4a

4b

4c
5
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150% declining balance method, take into account any AMT adjustments • Any information needed by certain
switching to the straight line method the made this year or in previous years that corporate partners to compute the
first tax year it gives a larger deduction, affect basis (other than the current year’s adjusted current earnings (ACE)
and the same convention and recovery depletion). adjustment.
period used for the regular tax. Schedules K and K-1 have the sameEnter the difference between the

line numbers for lines 1 through 23.Figure the adjustment by subtracting regular tax and AMT deduction. If the
the AMT deduction for depreciation from AMT deduction is greater, enter the Foreign Taxes
the regular tax deduction and enter the difference as a negative amount. Lines 17a through 17h must be
result on line 14a. If the AMT deduction is completed if the partnership has foreignLines 16d(1) and 16d(2)more than the regular tax deduction, enter income, deductions, or losses or has paidEnter only the income and deductions forthe difference as a negative amount. or accrued foreign taxes. See Pub. 514,oil, gas, and geothermal properties thatDepreciation capitalized to inventory must Foreign Tax Credit for Individuals, forare used to figure the partnership’salso be refigured using the AMT rules. more information.ordinary income or loss (line 22 ofInclude on this line the current year

Schedule B). If there are items of income Line 17a—Name of Foreignadjustment to income, if any, resulting
or deduction for oil, gas, and geothermalfrom the difference. Country or U.S. Possession
properties included in the amounts Enter the name of the foreign country orLine 16b—Adjusted Gain or Loss required to be passed through separately U.S. possession from which theIf the partnership disposed of any tangible to the partners on Schedule K-1 (items partnership had income or to which theproperty placed in service after 1986 (or not reported on line 1 of Schedule K-1), partnership paid or accrued taxes. If theafter July 31, 1986, if an election was attach a schedule identifying these partnership had income from, or paid ormade to use the general depreciation amounts. accrued taxes to, more than one foreignsystem), or if it disposed of a certified country or U.S. possession, enter “SeeFigure the amount for lines 16d(1) andpollution control facility placed in service attached” and attach a schedule for each(2) separately for oil and gas propertiesafter 1986, refigure the gain or loss from country for lines 17a through 17h.that are not geothermal deposits and forthe disposition using the adjusted basis all properties that are geothermal Line 17b—Gross Income From Allfor the AMT. The property’s adjusted deposits.basis for the AMT is its cost or other basis Sources

Attach a schedule that shows theminus all depreciation or amortization Enter the partnership’s gross income from
separate amounts that are included in thedeductions allowed or allowable for the all sources, including all U.S. and foreign
computation of the amounts on linesAMT during the current tax year and source income.
16d(1) and (2).previous tax years. Enter on this line the

Line 17c—Gross Income Sourceddifference between the regular tax gain Line 16d(1)—Gross income from oil,
at Partner Level(or loss) and the AMT gain (or loss). If the gas, and geothermal properties. Enter

AMT gain is less than the regular tax Enter the total gross income of thethe aggregate amount of gross income
gain, or the AMT loss is more than the partnership that is required to be sourced(within the meaning of section 613(a))
regular tax loss, or there is an AMT loss at the partner level. This includes incomefrom all oil, gas, and geothermal
and a regular tax gain, enter the from the sale of most personal propertyproperties that was received or accrued
difference as a negative amount. other than inventory, depreciableduring the tax year and included on

property, and certain intangible property.Schedule B.If any part of the adjustment is
See Pub. 514 and section 865 for details.allocable to net short-term capital gain Line 16d(2)—Deductions allocable to Attach a schedule showing the following(loss), net long-term capital gain (loss), or oil, gas, and geothermal properties. information:net section 1231 gain (loss), attach a Enter the amount of any deductions • The amount of this gross incomeschedule that identifies the amount of the allowed for the AMT that are allocable to (without regard to its source) in eachadjustment allocable to each type of gain oil, gas, and geothermal properties. category identified in the instructions foror loss. For a net long-term capital gain
line 17d, including each of the listedLine 16e—Other Adjustments and(loss), also identify the amount of the
categories.Tax Preference Itemsadjustment that is 28% rate gain (loss).
• Specifically identify gains on the sale ofFor a net section 1231 gain (loss), also Attach a schedule to each required
personal property other than inventory,identify the amount of adjustment that is Schedule K-1 that shows the partner’s
depreciable property, and certainunrecaptured section 1250 gain. share of other items not shown on lines
intangible property on which a foreign tax16a through 16d(2) that are adjustmentsNo schedule is required if the of 10% or more was paid or accrued. Alsoor tax preference items or that the partneradjustment is allocable solely to ordinary list losses on the sale of such property ifwould need to complete Form 6251, Formgain (loss). the foreign country would have imposed a4626, or Schedule I of Form 1041. See
10% or higher tax had the sale resulted inLine 16c—Depletion (Other Than these forms and their instructions to
a gain. See Sales or Exchanges ofOil and Gas) determine the amount to enter. Certain Personal Property in Pub. 514Do not include any depletion on oil and Other adjustments and tax preference and section 865.gas wells. The partners must figure their items or information the partner would • Specify the net foreign source capitaldepletion deductions and preference need include the following: gain or loss within each separateitems separately. • Accelerated depreciation of real limitation category shown on page 19 in

Refigure the depletion deduction under property under pre-1987 rules. the instructions for line 17d(2). Also, in
section 611 for mines, wells (other than • Accelerated depreciation of leased the case of noncorporate partners,
oil and gas wells), and other natural personal property under pre-1987 rules. separately identify the net foreign source
deposits for the AMT. Percentage • Long-term contracts entered into after gains or losses within each separate
depletion is limited to 50% of the taxable February 28, 1986. Except for certain limitation category that are 28% rate
income from the property as figured under home construction contracts, the taxable gains or losses, unrecaptured section
section 613(a), using only income and income from these contracts must be 1250 gains, and qualified 5-year gains.
deductions allowed for the AMT. Also, the figured using the percentage of

Line 17d—Foreign Gross Incomededuction is limited to the property’s completion method of accounting for the
Sourced at Partnership Leveladjusted basis at the end of the year, as AMT.

refigured for the AMT. Figure this limit • Losses from tax shelter farm activities. Separately report gross income from
separately for each property. When No loss from any tax shelter farm activity sources outside the United States by
refiguring the property’s adjusted basis, is allowed for the AMT. category of income as follows. For

-18-



Page 19 of 28 Instructions for Form 8865 16:33 - 20-DEC-2001

The type and rule above prints on all proofs including departmental reproduction proofs. MUST be removed before printing.

partnership and corporate partners only, Attach a schedule reporting the • Mining exploration and development
attach a schedule identifying the total following information: costs.
amount of foreign gross income in each 1. The total amount of foreign taxes
category of income attributable to foreign Line 19—Tax-Exempt Interest(including foreign taxes on income
branches. See Pub. 514 for information sourced at the partner level) relating to Income
on the categories of income. each category of income (see instructions Enter on line 19 tax-exempt interest

for line 17d).Line 17d(1). Passive foreign source income, including any exempt-interest
2. The dates on which the taxes wereincome. dividends received from a mutual fund or

paid or accrued, the exchange rates other regulated investment company.Line 17d(2). Attach a schedule showing used, and the amounts in both foreign Individual partners must report thisthe amount of foreign source income currency and U.S. dollars, for: information on line 8b of Form 1040. Theincluded in each of the following listed • Taxes withheld at source on adjusted basis of the partner’s interest iscategories of income: interest. increased by the amount shown on this• Financial services income; • Taxes withheld at source on line under section 705(a)(1)(B).• High withholding tax interest; dividends.• Shipping income; • Taxes withheld at source on rents Line 20—Other Tax-Exempt• Dividends from each noncontrolled and royalties. Incomesection 902 corporation; • Other foreign taxes paid or accrued.• Dividends from a DISC, a former DISC, Enter on line 20 all income of the
an IC-DISC, or a former IC-DISC; partnership exempt from tax other than

Line 17h—Reduction in Taxes• Distributions from a foreign sales tax-exempt interest (e.g., life insurance
corporation (FSC) or a former FSC; Available for Credit proceeds). The adjusted basis of the• Section 901(j) income; and partner’s interest is increased by theEnter the total reductions in taxes• Certain income re-sourced by treaty. amount shown on this line under sectionavailable for credit.

705(a)(1)(B).Line 17d(3). General limitation foreign Attach a schedule showing thesource income (all other foreign source reductions for: Line 21—Nondeductible Expensesincome). • Taxes on foreign mineral income
Enter on line 21 nondeductible expenses(section 901(e)).Line 17e—Deductions Allocated paid or incurred by the partnership. Do• Taxes on foreign oil and gas extractionand Apportioned at Partner Level not include separately stated deductionsincome (section 907(a)).Enter on line 17e(1) the partnership’s total shown elsewhere on Schedules K and• Taxes attributable to boycott operationsinterest expense (including interest K-1, capital expenditures, or items the(section 908).equivalents under Temporary Regulations deduction for which is deferred to a later• Failure to timely file (or furnish all of thesection 1.861-9T(b)). Do not include tax year. The adjusted basis of theinformation required on) Forms 5471 andinterest directly allocable under partner’s interest is decreased by the8865.Temporary Regulations section amount shown on this line under section• Any other items (specify).1.861-10T to income from a specific 705(a)(2)(B).

property. This type of interest is allocated Otherand apportioned at the partnership level Line 22—Distributions of Money
and is included on lines 17f(1) through (Cash and Marketable Securities)Lines 18a and 18b(3). On line 17e(2), enter the total of all

Enter on line 22 the total distributions toDo not deduct or include qualifiedother deductions or losses that are
the partner(s) of cash and marketableexpenditures for intangible drilling andrequired to be allocated at the partner
securities that are treated as moneydevelopment costs as adjustments or taxlevel. For example, include on line 17e(2)

preference items on Schedule K-1. under section 731(c)(1). Generally,research and experimental expenditures
Instead, enter on line 18a the type of marketable securities are valued at FMV(see Regulations section 1.861-17(f)).
expenditures claimed on line 18b. Enter on the date of distribution. However, the

Line 17f—Deductions Allocated on line 18b the qualified expenditures value of marketable securities does not
and Apportioned at Partnership paid or incurred during the tax year to include the distributee partner’s share of

which an election under section 59(e)Level to Foreign Source Income the gain on the securities distributed to
may apply. Enter this amount on each that partner. See section 731(c)(3)(B) forSeparately report partnership deductions
required Schedule K-1 whether or not any details.that are apportioned at the partnership
partner makes an election under sectionlevel to (1) passive foreign source
59(e). If the expenditures are for If the amount on line 22 includesincome, (2) each of the listed foreign
intangible drilling and development costs, marketable securities treated as money,categories of income, and (3) general
enter the month in which the expenditures state separately on an attachment tolimitation foreign source income (see the
were paid or incurred (after the type of Schedules K and K-1 (a) the partnership’sinstructions for line 17d). See Pub. 514
expenditure on line 18a). If there is more adjusted basis of those securitiesfor more information.
than one type of expenditure included in immediately before the distribution and

For partnership and corporate partners the total shown on line 18b (or intangible (b) the FMV of those securities on the
only, attach a schedule identifying the drilling and development costs were paid date of distribution (excluding the
total amount of deductions apportioned to or incurred for more than 1 month), report distributee partner’s share of the gain on
each category of income shown in the this information separately for each type the securities distributed to that partner).
instructions for line 17d that are of expenditure (or month) on an
attributable to foreign branches. attachment to Schedules K and K-1. Line 23—Distributions of Property

Other Than MoneyLine 17g—Total Foreign Taxes The term “qualified expenditures”
includes only the following types of Enter on line 23 the total distributions toEnter in U.S. dollars the total foreign
expenditures paid or incurred during the the partner(s) of property not included ontaxes (described in section 901 or section
tax year: line 22. In computing the amount of the903) that were paid or accrued by the
• Circulation expenditures. distribution, use the adjusted basis of thepartnership (according to its method of

property to the partnership immediately• Research and experimentalaccounting for such taxes). Translate
before the distribution. In addition, attachexpenditures.these amounts into U.S. dollars by using
a statement showing the adjusted basisthe applicable exchange rate (see Pub. • Intangible drilling and development
and FMV of each property distributed.514). costs.
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3. The partner’s share of gross lines 1 and 3, for each tax year in whichLine 24 (Schedule K Only)
such a long-term contract is completed.income from each property, share ofAttach a statement to report the

11. Any information a partner needsproduction for the tax year, etc., neededpartnership’s total income, expenditures,
relating to interest expense that theto figure the partner’s depletion deductionor other information for the items listed
partner is required to capitalize. A partnerfor oil and gas wells. The partnershipunder Line 25 (Schedule K-1 Only)—
may be required to capitalize interestshould also allocate to the partner(s) aSupplemental Information below.
expense incurred by the partner for theproportionate share of the adjusted basis
partnership’s production expenditures.Lines 24a and 24b (Schedule K-1 of each partnership oil or gas property.
Similarly, a partner may have to capitalizeThe allocation of the basis of eachOnly)—Recapture of Low-Income
interest that was incurred by theproperty is made as specified in sectionHousing Credit
partnership for the partner’s own613A(c)(7)(D).If recapture of part or all of the production expenditures. See RegulationsThe partnership cannot deductlow-income housing credit is required sections 1.263A-8 through 1.263A-15 fordepletion on oil and gas wells. Thebecause: (a) prior year qualified basis of a more information.partner must determine the allowablebuilding decreased, or (b) the partnership 12. Any information a partner that is aamount to report on his or her return. Seedisposed of a building or part of its tax-exempt organization may need toPub. 535 for more information.interest in a building, see Form 8611, figure its share of unrelated businessRecapture of Low-Income Housing Credit. 4. Recapture of section 179 expense taxable income under section 512(a)(1)The instructions for Form 8611 indicate deduction. For property placed in service (but excluding any modifications requiredwhen the form is completed and what after 1986, the section 179 expense by paragraphs (8) through (15) of sectioninformation is provided to partners when deduction is recaptured at any time the 512(b)). Partners are required to notifyrecapture is required. business use of the property drops to the partnership of their tax-exempt status.

50% or less. Enter the amount that was See Form 990-T, Exempt OrganizationIf a partner’s ownership interest in a
originally passed through to the partners Business Income Tax Return, for morebuilding decreased because of a
and the partnership’s tax year in which information.transaction at the partner level, attach the
the amount was passed through. State 13. Expenditures qualifying for the (a)necessary information for the partner to
whether the recapture amount was rehabilitation credit not related to rentalfigure the recapture.
caused by the disposition of the section real estate activities, (b) energy credit, or

Report on line 24a the total 179 property. Do not include this amount (c) reforestation credit. Complete and
low-income housing credit recapture with in the partnership’s income. attach Form 3468. See Form 3468 and
respect to a partnership treated under 5. Recapture of certain mining the related instructions for information on
section 42(j)(5) as the taxpayer to which exploration expenditures (section 617). eligible property and the lines on Form
the low-income housing credit was 3468 to complete. Attach to each6. Any information or statements a
allowed. Report any other low-income Schedule K-1 a separate schedule in apartner needs to comply with section
housing credit recapture on line 24b. format similar to that shown on Form6111 (registration of tax shelters) or

3468 detailing the partner’s share ofsection 6662(d)(2)(B)(ii) (regardingIf the partnership filed Form 8693,
qualified expenditures. Also indicate theadequate disclosure of items that mayLow-Income Housing Credit Disposition
lines of Form 3468 on which the partnerscause an understatement of income tax).Bond, to avoid recapture of the
should report these amounts.low-income housing credit, no entry 7. The partner’s share of

14. Recapture of investment credit.should be made on line 24 of Schedule preproductive period farm expenses, if
Complete and attach Form 4255,K-1. the partnership is not required to use the
Recapture of Investment Credit, whenaccrual method of accounting. SeeSee Form 8586, Form 8611, and investment credit property is disposed of,Regulations section 1.263A-4.section 42 for more information. or it no longer qualifies for the credit,8. Any information a partner needs to
before the end of the recapture period orfigure the interest due under sectionLine 25 (Schedule K-1 Only)— the useful life applicable to the property.453(l)(3). If the partnership previously hadSupplemental Information State the type of property at the top ofelected to report the disposition of certainEnter in the line 25 Supplemental Form 4255 and complete lines 2, 4, andtimeshares and residential lots on theInformation space of Schedule K-1, or on 5, whether or not any partner is subject toinstallment method, the partner’s taxan attached schedule if more space is recapture of the credit. Attach to eachliability must be increased by the partner’sneeded, the partner’s share of any Schedule K-1 a separate scheduleallocable share of the interest on taxinformation requested on lines 1 through providing the information the partnershipattributable to the installment payments24b that must be reported in detail, and is required to show on Form 4255, but listreceived during the tax year.items 1 through 23 below. Identify the only the partner’s distributive share of the

9. Any information a partner needs toapplicable line number next to the cost of the property subject to recapture.
figure interest due under section 453A(c).information entered in the Supplemental Also indicate the lines of Form 4255 on
If an obligation arising from theInformation space. Show income or gains which the partners should report these
disposition of property to which sectionas a positive number. Show losses in amounts.
453A applies is outstanding at the closeparentheses. 15. Any information a partner may
of the year, report the partner’s allocable need to figure the recapture of the1. Taxes paid on undistributed capital
share of the outstanding installment qualified electric vehicle credit. See Pub.gains by a regulated investment company
obligation to which section 453A(b) 535 for more information.(RIC) or a real estate investment trust
applies. 16. Any information a partner may(REIT). As a shareholder of a RIC or a

10. For closely held partnerships (as need to figure recapture of the IndianREIT, the partnership will receive notice
defined in section 460(b)(4)), state the employment credit. Generally, if aon Form 2439, Notice to Shareholder of
information a partner needs to figure the partnership terminates a qualifiedUndistributed Long-Term Capital Gains,
partner’s allocable share of any interest employee less than 1 year after the dateof the amount of tax paid on undistributed
due or to be refunded under the look-back of initial employment, any Indiancapital gains.
method of section 460(b)(2) on certain employment credit allowed for a prior tax2. The number of gallons of each fuel
long-term contracts that are accounted for year by reason of wages paid or incurredsold or used during the tax year for a
under either the percentage of to that employee must be recaptured. Fornontaxable use qualifying for the credit for
completion–capitalized cost method or details, see section 45A(d).taxes paid on fuels, types of use, and the
the percentage of completion method.applicable credit per gallon. See Form 17. Nonqualified withdrawals by the
Also attach the information specified in4136, Credit for Federal Tax Paid on partnership from a capital construction

Fuels, for details. the instructions for Form 8697, Part II, fund.
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18. Unrecaptured section 1250 gain. years (excluding section 1250 ordinary 3rd and 10th tax years beginning after the
Figure this amount for each section 1250 income recapture). However, if the tax year the property was placed in
property in Part III of Form 4797 (except partnership chose not to treat all of the service. It must also report the line 2
property for which gain is reported using gain from payments received after May 6, amounts to its partners. See the
the installment method on Form 6252) for 1997, and before August 24, 1999, as instructions for Form 8866 for more
which you had an entry in Part I of Form unrecaptured section 1250 gain, use only details.
4797 by subtracting line 26g of Form the amount the partnership chose to treat 20. Any information a partner that is a
4797 from the smaller of line 22 or line as unrecaptured section 1250 gain for publicly traded partnership may need to
24 of Form 4797. Figure the total of these those payments to reduce the total determine if it meets the 90% qualifying
amounts for all section 1250 properties. unrecaptured section 1250 gain income test of section 7704(c)(2).
Generally, the result is the partnership’s remaining to be reported for the sale. Partners are required to notify the
unrecaptured section 1250 gain. partnership of their status as a publiclyIf the partnership received a Schedule
However, if the partnership is reporting traded partnership.K-1 or Form 1099-DIV from an estate, a
gain on the installment method for a 21. Amortization of reforestationtrust, a REIT, or a mutual fund (or other
section 1250 property held more than 1 expenditures. Report the amortizableregulated investment company) reporting
year, see the next paragraph to figure the basis and year in which the amortization“unrecaptured section 1250 gain,” do not
unrecaptured section 1250 gain on that began for the current year and the 7add it to the partnership’s own
property. Report the partner’s distributive preceding years. For limits that mayunrecaptured section 1250 gain. Instead,
share of the total amount as apply, see section 194 and Pub. 535.report it as a separate amount. For
“Unrecaptured section 1250 gain.” 22. Any information needed by aexample, if the partnership received a

partner to figure the interest due underThe total unrecaptured section 1250 Form 1099-DIV from a REIT with
section 1260(b). If any portion of again for an installment sale of section unrecaptured section 1250 gain, report it
constructive ownership transaction was1250 property held more than 1 year is as “Unrecaptured section 1250 gain from
open in any prior year, the partner’s taxfigured for the year of the sale in a a REIT.”
liability must be increased by the partner’smanner similar to that used in the Also report as a separate amount any pro rata share of interest due on anypreceding paragraph. However, the total gain from the sale or exchange of an deferral of gain recognition. See sectionunrecaptured section 1250 gain must be interest in another partnership attributable 1260(b) for details, including how to figureallocated to the installment payments to unrecaptured section 1250 gain. See the interest.received from the sale. To do so, the Regulations section 1.1(h)-1 and attach 23. Any other information a partnerpartnership generally must treat the gain the statement required under Regulations may need to file his or her return that isallocable to each installment payment as section 1.1(h)-1(e). not shown anywhere else on Scheduleunrecaptured section 1250 gain until all 19. If the partnership is a closely held K-1. For example, if one of the partners issuch gain has been used in full. Figure partnership (as defined in section a pension plan, that partner may needthe unrecaptured section 1250 gain for 460(b)(4)) and it depreciated certain special information to properly file its taxinstallment payments received during the property placed in service after return.tax year as the smaller of (a) the amount September 13, 1995, under the income

from line 26 or line 37 of Form 6252 forecast method, it must attach to Form
(whichever applies) or (b) the total 1065 the information specified in the
unrecaptured section 1250 gain for the instructions for Form 8866, line 2, for the
sale reduced by all gain reported in prior
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 Though not required to, you may use
the rules in Regulations sectionSchedule L—Balance Schedule M-1—
1.704-1(b)(2)(iv) to determine theReconciliation of IncomeSheets per Books partners’ capital accounts in Schedule
M-2. If the beginning and ending capitalImportant: If the foreign partnership filed (Loss) per Books With
accounts reported under these rules differForm 1065 or 1065-B, do not complete Income (Loss) per Return from the amounts reported on ScheduleSchedule L on Form 8865. Instead, attach
L, attach a statement reconciling anyImportant: If the foreign partnership filedto Form 8865 a copy of the Schedule L
differences.Form 1065 or 1065-B, do not completefrom Form 1065 or 1065-B.

Schedule M-1 on Form 8865. Instead, Line 2—Capital contributed during
Only Category 1 filers are required to attach to Form 8865 a copy of the year.  Include on line 2 the amount of

complete Schedule L. If you answered Schedule M-1 from Form 1065 or 1065-B. money and property contributed by each
‘‘Yes’’ to question G9 on page 1 of Form partner to the partnership as reflected onOnly Category 1 filers are required to
8865, you do not have to complete the partnership’s books and records.complete Schedule M-1. If you answered
Schedule L. Schedule L requires balance ‘‘Yes’’ to question G9 on page 1 of Form Line 3—Net income (loss) per books.
sheets prepared and translated into U.S. 8865, you do not have to complete Enter on line 3 the partnership’s net
dollars in accordance with U.S. generally Schedule M-1. income (loss) shown on the partnership’s
accepted accounting principles (GAAP). books, from Schedule M-1, line 1.

Line 3—Guaranteed payments. Include
Line 6—Distributions.on this line guaranteed payments shown

Exception. If the partnership or any Line 6a—Cash. Enter the totalon Schedule K, line 5 (other than
qualified business unit of the partnership amount of money distributed to eachamounts paid for insurance that
uses the dollar approximate separate partner by the partnership.constitutes medical care for a partner, a
transactions method (DASTM), Schedule partner’s spouse, and a partner’s Line 6b—Property. Enter the total
L should reflect the tax balance sheets dependents). amount of property distributed to each
prepared and translated into U.S. dollars partner by the partnership as reflected on

Line 4b—Travel and the partnership’s books and records.according to Regulations section
Entertainment1.985-3(d).
Include on this line:

Schedule N—Transactions• The part of the cost of meals and
entertainment not allowed under section Between ControlledSchedule M—Balance 274(n).

Foreign Partnership and• Expenses for the use of anSheets for Interest entertainment facility. Partners or Other Related• The part of business gifts over $25.Allocation Entities• Expenses of an individual allocable toAll Category 1 filers must complete
conventions on cruise ships over $2,000. All Category 1 filers must complete all ofSchedule M. Schedule M should reflect • Employee achievement awards over Schedule N and report all transactions ofthe book values of the partnership’s $400. the foreign partnership during the tax yearassets as described in Temporary • The part of the cost of entertainment of the partnership listed on the top ofRegulations sections 1.861-9T(g)(2) and tickets that exceeds face value (also page 1 of Form 8865. A Category 1 filer

1.861-12T. Assets should be subject to 50% disallowance). filing a Form 8865 for other Category 1
characterized as U.S. assets or foreign • The part of the cost of skyboxes that filers under the multiple Category 1 filers
assets in one or more separate limitation exceeds the face value of nonluxury box exception must complete a Schedule N
categories as provided in Temporary seat tickets. for itself and a separate Schedule N for

• The part of the cost of luxury waterRegulations sections 1.861-9T(g)(3) and each Category 1 filer not filing Form 8865.
travel not allowed under section 274(m).1.861-12T. The balance sheets should be All Category 2 filers are required to• Expenses for travel as a form ofprepared in U.S. dollars under Temporary complete columns (a), (b), and (c) of
education.Regulations section 1.861-9T(g)(2)(ii). Schedule N. Category 2 filers do not have• Nondeductible club dues. to complete column (d).
• Other travel and entertainmentException.  If the partnership or any Column (a). Use column (a) to reportexpenses not allowed as a deduction. transactions between the foreignqualified business unit of the partnership

partnership and the person filing the Formuses DASTM, Schedule M should reflect
8865.the tax balance sheet prepared in U.S. Schedule M-2—Analysis Column (d). Use column (d) to reportdollars under Regulations section
transactions between the foreign1.985-3(d). See Temporary Regulations of Partners’ Capital
partnership and any U.S. person with asection 1.861-9T(g)(2)(ii)(A)(2) for more Accounts 10% or more direct interest in the foreigninformation on DASTM.
partnership. If such person also qualifiesImportant: If the foreign partnership filed
under column (b), do not reportForm 1065 or 1065-B, do not completeLine 2. Enter the partnership’s foreign transactions between the foreignSchedule M-2 on Form 8865. Instead,assets according to the following income partnership and that person under columnattach to Form 8865 a copy of the

limitation categories: (d). Report the transactions only underSchedule M-2 from Form 1065 or 1065-B.
column (b).• Passive income category. Only Category 1 filers are required to
Lines 6 and 16. Enter distributions• Listed categories (attach a statement complete Schedule M-2. If you answered
received from other partnerships andclassifying foreign assets by the ‘‘Yes’’ to question G9 on page 1 of Form
distributions from the foreign partnership8865, you do not have to completecategories listed in the instructions for line
for which this form is being completed.Schedule M-2. Show what caused the17c).

changes in the direct partners’ capital Lines 20 and 21. Enter the largest• General limitation income category. accounts during the partnership’s tax year outstanding balances during the year of
See the instructions for line 17 of as reflected on the partnership’s books gross amounts borrowed from, and gross

Schedule K and section 904(d) for more and records. All items must be reported in amounts lent to, the related parties
information. U.S. dollars. described in columns (a) through (d). Do
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not enter aggregate cash flows, year-end deductions, enter “See Below” and state Column (g). Enter the amount of gain
loan balances, average balances, or net the different percentages. from column (e) allocated to you.
balances. Do not include open account Column (h). Enter the amount ofSupplemental information required to
balances resulting from sales and depreciation recapture from column (f)be reported. Enter any information
purchases reported under other items allocated to you. See Regulationsrequired to be reported in Part I in greater
listed on Schedule N that arise and are sections 1.1245-1(e) and 1.1250-1(f). Ifdetail. Identify the applicable column
collected in full in the ordinary course of you recognize any section 1254 recapturenumber next to the information entered in
business. on the partnership’s disposition of naturalthis section. In addition, if you contributed

resource recapture property, enter “Seeproperty to a foreign partnership as part
Attached” and attach a scheduleof a wider transaction, briefly describe the

Schedule O—Transfer of calculating the amount of recapture. Seeentire transaction.
Regulations section 1.1254-5.Property to a Foreign Part II—Dispositions
Part III—Gain RecognitionReportable Under SectionPartnership Under Section 904(f)(3) or6038BNote: Every Category 3 filer must (f)(5)(F)Use Part II to report certain dispositionscomplete Schedule O.
If gain recognition was required withby a foreign partnership of property. If you

Part I—Transfers Reportable respect to any transfer reported in Part Iwere required to report a transfer of
under section 904(f)(3) and (f)(5)(F),Under Section 6038B appreciated property to the partnership,
attach a schedule identifying the transferand the partnership disposes of thePart I is used to report the transfer of
and the amount of gain recognized.property while you are still a direct orproperty to a foreign partnership. Provide

constructive partner, you must report thatthe information required in columns (a)
disposition in Part II. If the partnershipthrough (g) with respect to each Schedule P—Acquisitions,disposes of the property in acontribution of property to the foreign
nonrecognition transaction and receivespartnership that must be reported. If you Dispositions, and Changesin exchange substituted basis property,contributed property with a FMV greater
report the subsequent disposition of the of Interests in a Foreignthan its tax basis (appreciated property),
substituted basis property in the sameor intangible property, provide the Partnershipmanner as provided for the contributedinformation required in columns (a)

Use Schedule P to report the acquisition,property. See section 7701(a)(42) for thethrough (g) separately with respect to
disposition, and change of interest in adefinition of substituted basis propertyeach item of property transferred (except
foreign partnership. Every Category 4 filerand Regulations section 1.704-3(a)(8) forto the extent you are allowed to
must complete Schedule P.more information.aggregate the property under Regulations

section 1.704-3(e)(2), (3), and (4)). Column (a). Provide a brief description Part I—Acquisitions
Provide a general description of each of the property disposed of by the Part I is completed by Category 4 filerssuch item of property in the partnership. If you are reporting the required to report an acquisition of anSupplemental information required to disposition of substituted basis property interest in a foreign partnership. See thebe reported section. For all other received by the partnership in a Categories of Filers beginning on pageproperty contributed, aggregate by the nonrecognition transaction in exchange 1 for more details about which types ofcategories listed in Part I. for appreciated property contributed by acquisitions must be reported.you, enter “See Attached.” Attach aColumn (a). Enter the date of the Column (a). If you acquired the interestschedule providing brief descriptions oftransfer. If the transfer was composed of in the foreign partnership by purchase,both the property contributed by you toa series of transactions over multiple gift, inheritance, or in a distribution from athe partnership and the substituted basisdates, enter the date the transfer was trust, estate, partnership, or corporation,property received by the partnership incompleted. enter the name, address, and identifyingexchange for that property.
Column (b). Enter the number of items number (if any), of the person from whom

Column (b). Enter the date that youof property transferred. you acquired the interest.
transferred this property to the

Column (b). Enter the date of theColumn (c). Enter the FMV of the partnership. If you are reporting the
acquisition. If the acquisition wasproperty contributed (measured as of the disposition of substituted basis property
composed of a series of transactions overdate of the transfer). received by the partnership in a
multiple dates, enter the date thenonrecognition transaction in exchangeColumn (d). Enter your adjusted basis in
acquisition was completed.for property previously contributed by you,the property contributed on the date of the
Column (c).  Enter the FMV of theenter “See Attached.” Attach a scheduletransfer. See sections 1011 through 1016
interest you acquired in the partnershipshowing both the date you transferred thefor more information on the determination
(measured as of the date of acquisition).appreciated property to the partnershipof adjusted basis.

and the date the partnership exchanged Column (d). Enter your basis in theColumn (e). If you contributed
the property for substituted basis property partnership interest that you acquiredappreciated property, enter the method
in a nonrecognition transaction. See (measured as of the date of acquisition).(traditional, traditional with curative
Regulations section 1.6038B-2. See sections 722 and 742.allocations, or remedial) used by the
Column (c). Enter the date that the Columns (e) and (f). Enter your totalpartnership to make section 704(c)
partnership disposed of the property. direct percentage interest in theallocations with respect to each item of

partnership both before and immediatelysuch property. See Regulations section Column (d). Briefly describe how the
after the acquisition. To the extent your1.704-3(b), (c), and (d) for more partnership disposed of the property (e.g.,
direct percentage interest in theinformation on these allocation methods. by sale or exchange).
partnership differs among capital, profits,Column (f). Enter the amount of gain, if Column (e). Enter the amount of gain, if losses, or deductions, enter “See Below”any, recognized on the transfer. See any, recognized by the partnership on the and state the different percentages in Partsections 721(b) and 904(f)(3). disposition of property. IV.

Column (g). Enter your percentage Column (f). Enter the amount of
Part II—Dispositionsinterest in the partnership immediately depreciation recapture, if any, recognized

after the transfer. To the extent your by the partnership on the disposition of This section is completed by U.S. persons
percentage interest in the partnership property. See Regulations section who are Category 4 filers because they
differs among capital, profits, losses, or 1.1245-1(e) and 1.1250-1(f). disposed of an interest in a foreign
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partnership. See Categories of Filers partnership changed. See Category of Columns (e) and (f).  Enter your direct
beginning on page 1 for more details Filers beginning on page 1 for more percentage interest in the partnership
about what types of dispositions must be details about which changes in both before and immediately after the
reported. For each disposition reported in proportional interest must be reported. change. To the extent your percentage
Part II, indicate in Part IV whether a interest in the partnership differs amongColumn (a). Briefly describe the event
statement is required by Regulations capital, profits, losses, or deductions,that caused your interest in the
section 1.751-1(a)(3) to be filed with partnership to change (e.g., the enter “See Below” and state the different
respect to the disposition. admission of a new partner). percentages in Part IV.
Column (a). Unless you disposed of the Column (b). Enter the date of theinterest by withdrawing, in whole or in change. If the change resulted from a Part IV—Supplementalpart, from the partnership, enter the series of transactions over multiple dates,name, address, and identifying number (if Information Required To Beenter the date the change was completed.any) of the person to whom you ReportedColumn (c). Enter the FMV of yourtransferred the interest in the foreign Enter any information asked for in Part I,interest in the partnership immediatelypartnership.

Part II, or Part III that must be reported inbefore the change.Column (b). Enter the date of the detail. Identify the applicable part numberColumn (d). Enter your basis in yourdisposition. If the disposition was and column next to the informationpartnership interest immediately beforecomposed of a series of transactions over
entered in Part IV.the change.multiple dates, enter the date the

disposition was completed.
Column (c). Enter the FMV of the
interest you disposed of in the partnership
(measured as of the date of disposition).
If you recognized gain or loss on the
disposition, state the amount of gain or
loss in Part IV. See section 741.
Column (d). Enter your adjusted basis in
the partnership interest disposed of
immediately before the disposition. See
section 705.
Columns (e) and (f). Enter your total
direct percentage interest in the
partnership both before and immediately
after the disposition. To the extent your
percentage interest in the partnership
differs among capital, profits, losses, or
deductions, enter “See Below” and state
the different percentages in Part IV.

Part III—Change in
Proportional Interest
This section is completed by U.S. persons
who are Category 4 filers because their
direct proportional interest in the foreign

You are not required to provide the information requested on a form that is
subject to the Paperwork Reducation 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.

8865

Paperwork Reduction Act Notice. We ask for the information on this form to carry
out the Internal Revenue laws of the United States. You are required to give us the
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.

Form

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

If you have comments concerning the accuracy of these time estimates or
suggestions for making this form and related schedules simpler, we would be happy
to hear from you. See the instructions for the tax return with which this form is filed.
If you do not have to file a tax return, see the instructions for the return you would
be required to file.

Recordkeeping
Learning about the

law or the form

Preparing, copying,
assembling and sending

the form to the IRS

Schedule O (Form 8865)

Schedule P (Form 8865)

96 hr., 45 min.

13 hr., 9 min.

5 hr., 15 min.

21 hr., 32 min.

2 hr., 22 min.

30 min.

36 hr., 5 min.

2 hr., 42 min.

36 min.

Schedule K-1 (Form 8865) 30 hr., 36 min. 9 hr., 39 min. 17 hr., 45 min.
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CodeCode

Computer and Electronic Product
Manufacturing 

Agriculture, Forestry, Fishing
and Hunting

111100 Oilseed & Grain Farming
111210 Vegetable & Melon Farming

(including potatoes & yams)
111300 Fruit & Tree Nut Farming
111400 Greenhouse, Nursery, &

Floriculture Production
111900 Other Crop Farming (including

tobacco, cotton, sugarcane,
hay, peanut, sugar beet & all
other crop farming)

Animal Production
112111 Beef Cattle Ranching &

Farming
112112 Cattle Feedlots
112120 Dairy Cattle & Milk Production
112210 Hog & Pig Farming
112300 Poultry & Egg Production
112400 Sheep & Goat Farming
112510 Animal Aquaculture (including

shellfish & finfish farms &
hatcheries)

112900 Other Animal Production
Forestry and Logging
113110 Timber Tract Operations
113210 Forest Nurseries & Gathering

of Forest Products
113310 Logging
Fishing, Hunting and Trapping
114110 Fishing
114210 Hunting & Trapping
Support Activities for Agriculture and
Forestry
115110 Support Activities for Crop

Production (including cotton
ginning, soil preparation,
planting, & cultivating)

115210 Support Activities for Animal
Production 

115310 Support Activities For
Forestry 

Mining 
211110 Oil & Gas Extraction 
212110 Coal Mining 
212200 Metal Ore Mining

212320 Sand, Gravel, Clay, & Ceramic
& Refractory Minerals Mining
& Quarrying 

212390 Other Nonmetallic Mineral
Mining & Quarrying 

213110 Support Activities for Mining 

221100 Electric Power Generation,
Transmission & Distribution 

221210 Natural Gas Distribution 
221300 Water, Sewage & Other

Systems 

Construction 

233110 Land Subdivision & Land
Development 

233200 Residential Building
Construction 

233300 Nonresidential Building
Construction

Heavy Construction 
234100 Highway, Street, Bridge, &

Tunnel Construction 
234900 Other Heavy Construction 
Special Trade Contractors 
235110 Plumbing, Heating, &

Air-Conditioning Contractors 
235210 Painting & Wall Covering

Contractors 
235310 Electrical Contractors 
235400 Masonry, Drywall, Insulation,

& Tile Contractors 
235500 Carpentry & Floor Contractors
235610 Roofing, Siding, & Sheet

Metal Contractors 
235710 Concrete Contractors 
235810 Water Well Drilling

Contractors 
235900 Other Special Trade

Contractors 

Manufacturing 
Food Manufacturing 
311110 Animal Food Mfg 
311200 Grain & Oilseed Milling 
311300 Sugar & Confectionery

Product Mfg
311400 Fruit & Vegetable Preserving

& Specialty Food Mfg 
311500 Dairy Product Mfg 
311610 Animal Slaughtering &

Processing 
311710 Seafood Product Preparation

& Packaging 

212310 Stone Mining & Quarrying 

Building, Developing, and General 
Contracting 

311800 Bakeries & Tortilla Mfg 
311900 Other Food Mfg (including

coffee, tea, flavorings &
seasonings) 

Beverage and Tobacco Product
Manufacturing 
312110 Soft Drink & Ice Mfg 
312120 Breweries 
312130 Wineries 
312140 Distilleries 
312200 Tobacco Manufacturing 
Textile Mills and Textile Product
Mills 
313000 Textile Mills 
314000 Textile Product Mills 
Apparel Manufacturing 
315100 Apparel Knitting Mills 
315210 Cut & Sew Apparel

Contractors
315220 Men’s & Boys’ Cut & Sew

Apparel Mfg 
315230 Women’s & Girls’ Cut & Sew

Apparel Mfg 
315290 Other Cut & Sew Apparel Mfg
315990 Apparel Accessories & Other

Apparel Mfg 
Leather and Allied Product
Manufacturing 
316110 Leather & Hide Tanning &

Finishing
316210 Footwear Mfg (including

rubber & plastics) 
316990 Other Leather & Allied

Product Mfg 
Wood Product Manufacturing 
321110 Sawmills & Wood

Preservation 
321210 Veneer, Plywood, &

Engineered Wood Product
Mfg 

321900 Other Wood Product Mfg 
Paper Manufacturing 
322100 Pulp, Paper, & Paperboard

Mills 
322200 Converted Paper Product Mfg
Printing and Related Support
Activities 
323100 Printing & Related Support

Activities 
Petroleum and Coal Products
Manufacturing
324110 Petroleum Refineries

(including integrated) 
324120 Asphalt Paving, Roofing, &

Saturated Materials Mfg 
324190 Other Petroleum & Coal

Products Mfg 
Chemical Manufacturing 
325100 Basic Chemical Mfg 
325200 Resin, Synthetic Rubber, &

Artificial & Synthetic Fibers &
Filaments Mfg 

325300 Pesticide, Fertilizer, & Other
Agricultural Chemical Mfg 

325410 Pharmaceutical & Medicine
Mfg 

325500 Paint, Coating, & Adhesive
Mfg

325600 Soap, Cleaning Compound, &
Toilet Preparation Mfg 

325900 Other Chemical Product &
Preparation Mfg 

Plastics and Rubber Products
Manufacturing
326100 Plastics Product Mfg 
326200 Rubber Product Mfg 
Nonmetallic Mineral Product
Manufacturing 
327100 Clay Product & Refractory

Mfg 
327210 Glass & Glass Product Mfg 
327300 Cement & Concrete Product

Mfg 
327400 Lime & Gypsum Product Mfg 
327900 Other Nonmetallic Mineral

Product Mfg 
Primary Metal Manufacturing 
331110 Iron & Steel Mills & Ferroalloy

Mfg 
331200 Steel Product Mfg from

Purchased Steel 
331310 Alumina & Aluminum

Production & Processing 
331400 Nonferrous Metal (except

Aluminum) Production &
Processing 

331500 Foundries 
Fabricated Metal Product
Manufacturing 
332110 Forging & Stamping 
332210 Cutlery & Handtool Mfg 
332300 Architectural & Structural

Metals Mfg 
332400 Boiler, Tank, & Shipping

Container Mfg 
332510 Hardware Mfg 
332610 Spring & Wire Product Mfg 
332700 Machine Shops; Turned

Product; & Screw, Nut, & Bolt
Mfg 

332810 Coating, Engraving, Heat
Treating, & Allied Activities 

332900 Other Fabricated Metal
Product Mfg

Machinery Manufacturing 
333100 Agriculture, Construction, &

Mining Machinery Mfg 
333200 Industrial Machinery Mfg 
333310 Commercial & Service

Industry Machinery Mfg 
333410 Ventilation, Heating,

Air-Conditioning, &
Commercial Refrigeration
Equipment Mfg 

333510 Metalworking Machinery Mfg 
333610 Engine, Turbine & Power

Transmission Equipment Mfg 
333900 Other General Purpose

Machinery Mfg 

334110 Computer & Peripheral
Equipment Mfg 

334200 Communications Equipment
Mfg 

334310 Audio & Video Equipment Mfg
334410 Semiconductor & Other

Electronic Component Mfg 
334500 Navigational, Measuring,

Electromedical, & Control
Instruments Mfg 

334610 Manufacturing & Reproducing
Magnetic & Optical Media 

Electrical Equipment, Appliance, and
Component Manufacturing 
335100 Electric Lighting Equipment

Mfg 
335200 Household Appliance Mfg 
335310 Electrical Equipment Mfg 
335900 Other Electrical Equipment &

Component Mfg 
Transportation Equipment
Manufacturing 
336100 Motor Vehicle Mfg 
336210 Motor Vehicle Body & Trailer

Mfg 
336300 Motor Vehicle Parts Mfg 
336410 Aerospace Product & Parts

Mfg 
336510 Railroad Rolling Stock Mfg 
336610 Ship & Boat Building 
336990 Other Transportation

Equipment Mfg 
Furniture and Related Product
Manufacturing 
337000 Furniture & Related Product

Manufacturing 
Miscellaneous Manufacturing 
339110 Medical Equipment &

Supplies Mfg 
339900 Other Miscellaneous

Manufacturing 

Wholesale Trade 
Wholesale Trade, Durable Goods 
421100 Motor Vehicle & Motor Vehicle

Parts & Supplies Wholesalers
421200 Furniture & Home Furnishing

Wholesalers
421300 Lumber & Other Construction

Materials Wholesalers
421400 Professional & Commercial

Equipment & Supplies
Wholesalers

421500 Metal & Mineral (except
Petroleum) Wholesalers

421600 Electrical Goods Wholesalers 

Crop Production

Utilities 

Code

Code

This list of Principal Business Activities and their
associated codes is designed to classify an
enterprise by the type of activity in which it is
engaged to facilitate the administration of the
Internal Revenue Code. These Principal Business
Activity Codes are based on the North American
Industry Classification System.

Using the list of activities and codes below,
determine from which activity the business
derives the largest percentage of its “total
receipts.” Total receipts is defined as the sum of
gross receipts or sales (Schedule B, line 1a), all
other income (Schedule B, lines 4 through 7),
income (receipts only) reported on Schedule K,
lines 3a and 4a through 4f, and income (receipts
only) reported on Form 8825, lines 2, 19, and
20a. If the business purchases raw materials and

Once the Principal Business Activity is
determined, enter the six-digit code from the list
below on page 1, item F6. Also enter a brief
description of the business activity in item F7.

Codes for Principal Business Activity and Principal Product or Service

supplies them to a subcontractor to produce the
finished product, but retains title to the product,
the business is considered a manufacturer and
must use one of the manufacturing codes
(311110-339900).
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CodeCodeCode Code

Electronics and Appliance Stores 
443111 Household Appliance Stores 
443112 Radio, Television, & Other

Electronics Stores 
443120 Computer & Software Stores 
443130 Camera & Photographic

Supplies Stores
Building Material and Garden
Equipment and Supplies Dealers 
444110 Home Centers 
444120 Paint & Wallpaper Stores 
444130 Hardware Stores 
444190 Other Building Material

Dealers
444200 Lawn & Garden Equipment &

Supplies Stores 
Food and Beverage Stores 
445110 Supermarkets and Other

Grocery (except Convenience)
Stores 

445120 Convenience Stores 

445210 Meat Markets 
445220 Fish & Seafood Markets 
445230 Fruit & Vegetable Markets 
445291 Baked Goods Stores 
445292 Confectionery & Nut Stores 
445299 All Other Specialty Food

Stores
445310 Beer, Wine, & Liquor Stores 
Health and Personal Care Stores 
446110 Pharmacies & Drug Stores 
446120 Cosmetics, Beauty Supplies,

& Perfume Stores 
446130 Optical Goods Stores
446190 Other Health & Personal Care

Stores 
Gasoline Stations 
447100 Gasoline Stations (including

convenience stores with gas) 
Clothing and Clothing Accessories
Stores 
448110 Men’s Clothing Stores 
448120 Women’s Clothing Stores 
448130 Children’s & Infants’ Clothing

Stores 
448140 Family Clothing Stores 
448150 Clothing Accessories Stores 
448190 Other Clothing Stores
448210 Shoe Stores 
448310 Jewelry Stores 
448320 Luggage & Leather Goods

Stores 
Sporting Goods, Hobby, Book, and
Music Stores 
451110 Sporting Goods Stores 
451120 Hobby, Toy, & Game Stores 
451130 Sewing, Needlework, & Piece

Goods Stores 
451140 Musical Instrument & Supplies

Stores 
451211 Book Stores 
451212 News Dealers & Newsstands 
451220 Prerecorded Tape, Compact

Disc, & Record Stores 
General Merchandise Stores 
452110 Department stores 
452900 Other General Merchandise

Stores 
Miscellaneous Store Retailers
453110 Florists 
453210 Office Supplies & Stationery

Stores 
453220 Gift, Novelty, & Souvenir

Stores
453310 Used Merchandise Stores 
453910 Pet & Pet Supplies Stores 
453920 Art Dealers 
453930 Manufactured (Mobile) Home

Dealers 
453990 All Other Miscellaneous Store

Retailers (including tobacco,
candle, & trophy shops) 

Nonstore Retailers 
454110 Electronic Shopping &

Mail-Order Houses 
454210 Vending Machine Operators 
454311 Heating Oil Dealers 
454312 Liquefied Petroleum Gas

(Bottled Gas) Dealers 
454319 Other Fuel Dealers 
454390 Other Direct Selling

Establishments (including
door-to-door retailing, frozen
food plan providers, party
plan merchandisers, &
coffee-break service
providers) 

Transportation and
Warehousing 
Air, Rail, and Water Transportation 
481000 Air Transportation 
482110 Rail Transportation 
483000 Water Transportation 

Truck Transportation 
484110 General Freight Trucking,

Local

484120 General Freight Trucking,
Long-distance 

484200 Specialized Freight Trucking 
Transit and Ground Passenger
Transportation 
485110 Urban Transit Systems 
485210 Interurban & Rural Bus

Transportation 
485310 Taxi Service 
485320 Limousine Service 
485410 School & Employee Bus

Transportation 
485510 Charter Bus Industry 
485990 Other Transit & Ground

Passenger Transportation 
Pipeline Transportation 
486000 Pipeline Transportation

487000 Scenic & Sightseeing
Transportation 

Support Activities for Transportation 
488100 Support Activities for Air

Transportation 
488210 Support Activities for Rail

Transportation 
488300 Support Activities for Water

Transportation 
488410 Motor Vehicle Towing
488490 Other Support Activities for

Road Transportation 
488510 Freight Transportation

Arrangement 
488990 Other Support Activities for

Transportation 
Couriers and Messengers 
492110 Couriers 
492210 Local Messengers & Local

Delivery 
Warehousing and Storage 
493100 Warehousing & Storage

(except lessors of
miniwarehouses & self-
storage units)

Information 
Publishing Industries 
511110 Newspaper Publishers 
511120 Periodical Publishers 
511130 Book Publishers 
511140 Database & Directory

Publishers 
511190 Other Publishers 
511210 Software Publishers 
Motion Picture and Sound Recording
Industries 
512100 Motion Picture & Video

Industries (except video
rental) 

512200 Sound Recording Industries

513100 Radio & Television
Broadcasting 

513200 Cable Networks & Program
Distribution 

513300 Telecommunications
(including paging, cellular,
satellite, & other
telecommunications) 

Information Services and Data
Processing Services 
514100 Information Services

(including news syndicates,
libraries, & on-line information
services) 

514210 Data Processing Services 

Finance and Insurance 
Depository Credit Intermediation 
522110 Commercial Banking 
522120 Savings Institutions 
522130 Credit Unions 
522190 Other Depository Credit

Intermediation 
Nondepository Credit Intermediation 
522210 Credit Card Issuing 

522220 Sales Financing 
522291 Consumer Lending 
522292 Real Estate Credit (including

mortgage bankers &
originators) 

522293 International Trade Financing 
522294 Secondary Market Financing 
522298 All Other Nondepository

Credit Intermediation 
Activities Related to Credit
Intermediation 
522300 Activities Related to Credit

Intermediation (including loan
brokers) 

Securities, Commodity Contracts,
and Other Financial Investments and
Related Activities 
523110 Investment Banking &

Securities Dealing 
523120 Securities Brokerage 
523130 Commodity Contracts Dealing
523140 Commodity Contracts

Brokerage 
523210 Securities & Commodity

Exchanges 
523900 Other Financial Investment

Activities (including portfolio
management & investment
advice) 

Insurance Carriers and Related
Activities 
524140 Direct Life, Health, & Medical

Insurance & Reinsurance
Carriers 

524150 Direct Insurance &
Reinsurance (except Life,
Health & Medical) Carriers 

524210 Insurance Agencies &
Brokerages 

524290 Other Insurance Related
Activities 

Funds, Trusts, and Other Financial
Vehicles 
525100 Insurance & Employee Benefit

Funds 
525910 Open-End Investment Funds

(Form 1120-RIC) 
525920 Trusts, Estates, & Agency

Accounts 
525930 Real Estate Investment Trusts

(Form 1120-REIT) 
525990 Other Financial Vehicles 

Real Estate and Rental and
Leasing 
Real Estate 
531110 Lessors of Residential

Buildings & Dwellings 

531120 Lessors of Nonresidential
Buildings (except
Miniwarehouses) 

531130 Lessors of Miniwarehouses &
Self-Storage Units 

531190 Lessors of Other Real Estate
Property 

531210 Offices of Real Estate Agents
& Brokers 

531310 Real Estate Property
Managers

531320 Offices of Real Estate
Appraisers 

531390 Other Activities Related to
Real Estate 

Rental and Leasing Services 
532100 Automotive Equipment Rental

& Leasing 
532210 Consumer Electronics &

Appliances Rental 
532220 Formal Wear & Costume

Rental 
532230 Video Tape & Disc Rental 

Broadcasting and
Telecommunications 442210 Floor Covering Stores

442291 Window Treatment Stores 
442299 All Other Home Furnishings

Stores 

421700 Hardware, & Plumbing &
Heating Equipment &
Supplies Wholesalers

421800 Machinery, Equipment, &
Supplies Wholesalers 

421910 Sporting & Recreational
Goods & Supplies
Wholesalers 

421920 Toy & Hobby Goods &
Supplies Wholesalers 

421930 Recyclable Material
Wholesalers 

421940 Jewelry, Watch, Precious
Stone, & Precious Metal
Wholesalers 

421990 Other Miscellaneous Durable
Goods Wholesalers 

441110  New Car Dealers 
441120 Used Car Dealers 
441210 Recreational Vehicle Dealers 
441221 Motorcycle Dealers 
441222 Boat Dealers 
441229 All Other Motor Vehicle

Dealers 
441300 Automotive Parts,

Accessories, & Tire Stores 

442110 Furniture Stores 

Retail Trade
Motor Vehicle and Parts Dealers

Furniture and Home Furnishings
Stores 

422400 Grocery & Related Product
Wholesalers 

422500 Farm Product Raw Material
Wholesalers 

422600 Chemical & Allied Products
Wholesalers 

422700 Petroleum & Petroleum
Products Wholesalers 

422800 Beer, Wine, & Distilled
Alcoholic Beverage
Wholesalers 

422910 Farm Supplies Wholesalers 
422920 Book, Periodical, &

Newspaper Wholesalers 
422930 Flower, Nursery Stock, &

Florists’ Supplies Wholesalers
422940 Tobacco & Tobacco Product

Wholesalers 
422950 Paint, Varnish, & Supplies

Wholesalers 
422990 Other Miscellaneous

Nondurable Goods
Wholesalers

Wholesale Trade, Nondurable Goods 
422100 Paper & Paper Product

Wholesalers
422210 Drugs & Druggists’ Sundries

Wholesalers 
422300 Apparel, Piece Goods, &

Notions Wholesalers 

Scenic & Sightseeing Transportation

“Offices of Bank Holding Companies”
and “Offices of Other Holding
Companies” are located under
Management of Companies (Holding
Companies) on page 27.

531114 Cooperative Housing
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CodeCodeCode Code

Administrative and Support
and Waste Management and
Remediation Services 
Administrative and Support Services 
561110 Office Administrative Services
561210 Facilities Support Services 
561300 Employment Services 
561410 Document Preparation

Services 
561420 Telephone Call Centers
561430 Business Service Centers

(including private mail centers
& copy shops) 

561440 Collection Agencies 
561450 Credit Bureaus 
561490 Other Business Support

Services (including
repossession services, court
reporting, & stenotype
services) 

561500 Travel Arrangement &
Reservation Services 

561600 Investigation & Security
Services 

561710 Exterminating & Pest Control
Services 

561720 Janitorial Services 
561730 Landscaping Services 
561740 Carpet & Upholstery Cleaning

Services 
561790 Other Services to Buildings &

Dwellings 
561900 Other Support Services

(including packaging &
labeling services, &
convention & trade show
organizers) 

Waste Management and
Remediation Services 
562000 Waste Management &

Remediation Services 

Educational Services 
611000 Educational Services

(including schools, colleges, &
universities) 

Offices of Physicians and Dentists 
621111 Offices of Physicians (except

mental health specialists) 
621112 Offices of Physicians, Mental

Health Specialists 
621210 Offices of Dentists 

621310 Offices of Chiropractors 
621320 Offices of Optometrists 
621330 Offices of Mental Health

Practitioners (except
Physicians) 

621340 Offices of Physical,
Occupational & Speech
Therapists, & Audiologists

Offices of Other Health Practitioners 

621391 Offices of Podiatrists
621399 Offices of All Other

Miscellaneous Health
Practitioners 

Outpatient Care Centers 
621410 Family Planning Centers 
621420 Outpatient Mental Health &

Substance Abuse Centers 
621491 HMO Medical Centers 
621492 Kidney Dialysis Centers 
621493 Freestanding Ambulatory

Surgical & Emergency
Centers 

621498 All Other Outpatient Care
Centers 

Medical and Diagnostic Laboratories
621510 Medical & Diagnostic

Laboratories 
Home Health Care Services 
621610 Home Health Care Services 
Other Ambulatory Health Care
Services 
621900 Other Ambulatory Health Care

Services (including
ambulance services & blood
& organ banks) 

Hospitals 
622000 Hospitals 
Nursing and Residential Care
Facilities 
623000 Nursing & Residential Care

Facilities 
Social Assistance 
624100 Individual & Family Services 
624200 Community Food & Housing,

& Emergency & Other Relief
Services 

624310 Vocational Rehabilitation
Services 

624410 Child Day Care Services 

Arts, Entertainment, and
Recreation 
Performing Arts, Spectator Sports,
and Related Industries 
711100 Performing Arts Companies 
711210 Spectator Sports (including

sports clubs & racetracks) 
711300 Promoters of Performing Arts,

Sports, & Similar Events 
711410 Agents & Managers for

Artists, Athletes, Entertainers,
& Other Public Figures 

711510 Independent Artists, Writers,
& Performers 

Museums, Historical Sites, and
Similar Institutions 
712100 Museums, Historical Sites, &

Similar Institutions 
Amusement, Gambling, and
Recreation Industries 
713100 Amusement Parks & Arcades 
713200 Gambling Industries 
713900 Other Amusement &

Recreation Industries
(including golf courses, skiing
facilities, marinas, fitness
centers, & bowling centers) 

Accommodation and
Food Services 
Accommodation 
721110 Hotels (except casino hotels)

& Motels 
721120 Casino Hotels 
721191 Bed & Breakfast Inns 
721199 All Other Traveler

Accommodation 
721210 RV (Recreational Vehicle)

Parks & Recreational Camps 
721310 Rooming & Boarding Houses 
Food Services and Drinking Places 
722110 Full-Service Restaurants 
722210 Limited-Service Eating Places
722300 Special Food Services

(including food service
contractors & caterers) 

722410 Drinking Places (Alcoholic
Beverages) 

Other Services 
Repair and Maintenance 
811110 Automotive Mechanical &

Electrical Repair &
Maintenance 

811120 Automotive Body, Paint,
Interior, & Glass Repair 

811190 Other Automotive Repair &
Maintenance (including oil
change & lubrication shops &
car washes) 

811210 Electronic & Precision
Equipment Repair &
Maintenance 

811310 Commercial & Industrial
Machinery & Equipment
(except Automotive &
Electronic) Repair &
Maintenance 

811410 Home & Garden Equipment &
Appliance Repair &
Maintenance 

811420 Reupholstery & Furniture
Repair 

811430 Footwear & Leather Goods
Repair 

811490 Other Personal & Household
Goods Repair & Maintenance 

Personal and Laundry Services 
812111 Barber Shops 
812112 Beauty Salons 
812113 Nail Salons 
812190 Other Personal Care Services

(including diet & weight
reducing centers) 

812210 Funeral Homes & Funeral
Services 

812220 Cemeteries & Crematories 
812310 Coin-Operated Laundries &

Drycleaners 
812320 Drycleaning & Laundry

Services (except
Coin-Operated) 

812330 Linen & Uniform Supply 
812910 Pet Care (except Veterinary)

Services 
812920 Photofinishing
812930 Parking Lots & Garages 
812990 All Other Personal Services 
Religious, Grantmaking, Civic,
Professional, and Similar
Organizations 
813000 Religious, Grantmaking, Civic,

Professional, & Similar
Organizations (including
condominium and
homeowners associations)

Health Care and Social
Assistance 

532290 Other Consumer Goods
Rental

532310 General Rental Centers 
532400 Commercial & Industrial

Machinery & Equipment
Rental & Leasing 

Lessors of Nonfinancial Intangible
Assets (except copyrighted works)
533110 Lessors of Nonfinancial

Intangible Assets (except
copyrighted works)

Professional, Scientific, and
Technical Services 

541110 Offices of Lawyers 
541190 Other Legal Services 
Accounting, Tax Preparation,
Bookkeeping, and Payroll Services 
541211 Offices of Certified Public

Accountants 
541213 Tax Preparation Services 
541214 Payroll Services 
541219 Other Accounting Services 
Architectural, Engineering, and
Related Services 
541310 Architectural Services
541320 Landscape Architecture

Services 
541330 Engineering Services 
541340 Drafting Services 
541350 Building Inspection Services 

Legal Services 

Management of Companies
(Holding Companies) 
551111 Offices of Bank Holding

Companies 
551112 Offices of Other Holding

Companies 

Other Professional, Scientific, and
Technical Services 
541600 Management, Scientific, &

Technical Consulting Services
541700 Scientific Research &

Development Services 
541800 Advertising & Related

Services 
541910 Marketing Research & Public

Opinion Polling 
541920 Photographic Services 
541930 Translation & Interpretation

Services 
541940 Veterinary Services 
541990 All Other Professional,

Scientific, & Technical
Services

541360 Geophysical Surveying &
Mapping Services 

541370 Surveying & Mapping (except
Geophysical) Services

541380 Testing Laboratories 

541400 Specialized Design Services
(including interior, industrial,
graphic, & fashion design) 

Computer Systems Design and
Related Services 
541511 Custom Computer

Programming Services 
541512 Computer Systems Design

Services 
541513 Computer Facilities

Management Services 
541519 Other Computer Related

Services 

Specialized Design Services 
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