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Part I. Section 721(c) Property 

Provide the requested information for each 

reportable section 721(c) property. See 

General Instructions under Schedule G above 

for the order in which properties must be 

listed and when an attached statement can 

and must be used. If there are more than 

four reportable section 721(c) properties, 

enter on line 4a the following information for 

the reportable section 721(c) properties listed 

on the attached statement. 

1. In columns 6(a) through 6(c), provide 

the aggregate FMV, basis, and built-in 

gain, respectively, of the properties. 

2. Check the boxes in columns 4, 5, and 

7(a)–(e) if applicable to any of the 

properties. 

Don’t complete line 4a if there are four 

or fewer reportable section 721(c) 

properties. 
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Note. Schedule O, Transfer of Property to a 

Foreign Partnership, may need to be 

completed if, during the tax year, the U.S. 

transferor contributed property (including 

section 721(c) property) to the partnership. 

See the Schedule O instructions, later. 

Column 4. Section 197(f)(9) property. 

Check the box for the reportable section 

721(c) property if the property is an 

intangible described in section 197(f)(9). 

Column 5. Effectively connected income 

property.  

Check the box for the reportable section 

721(c) property if (a) all distributive shares of 

income and gain with respect to the property 

for all direct and indirect partners that are 

related foreign persons for the U.S. transferor 

will be subject to taxation as income 

effectively connected with a trade or business 

within the United States (under section 871 

or 882), and (b) neither the section 721(c) 

partnership nor a related foreign person that 
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is a direct or indirect partner in the 

partnership claims benefits under an income 

tax convention that would exempt the income 

or gain from tax or reduce the rate of taxation 

to which the income or gain is subject. See 

Regulations sections 1.721(c)-3(b)(1) (ii) and 

1.721(c)-6(c)(1). 

Column 6(a). Fair market value. Enter the 

FMV of the reportable section 721(c) 

property, measured as of the date of 

contribution. 

Column 6(b). Basis. Enter the adjusted tax 

basis of the reportable section 721(c) 

property on the date of the contribution. See 

sections 1011 through 1016 for more 

information for the determination of adjusted 

tax basis. 

Column 7. Events. Check the box for each of 

columns 7(a) through 7(e) which describes an 

event that occurred during the tax year for 

the reportable section 721(c) property. If a 

box is checked for any reportable section 
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721(c) property listed, check “Yes” on the 

corresponding line in Part V of Schedule G 

and complete Schedule H. See the Part V 

instructions below. 

Part II. Remaining Built-in Gain, 

Remedial Income, and Gain Recognition 

Provide the requested information for each 

reportable section 721(c) property. See 

General Instructions under Schedule G, 

earlier, for the order in which properties must 

be listed and when an attached statement can 

and must be used. On line 4a, provide the 

total amounts in each column for all 

reportable section 721(c) property, including 

property listed on an attached statement. 

Column (a). Remaining built-in gain at 

beginning of tax year. For a reportable 

section 721(c) property, enter the amount of 

remaining built-in gain at the beginning of the 

tax year. If the property was contributed in 

the current tax year, enter the property’s 
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built-in gain on the date of the contribution 

(Part I, column 6(c)). 

Column (b). Remaining built-in gain at 

end of tax year. For a reportable section 

721(c) property, enter the amount of 

remaining built-in gain at the end of the tax 

year, figured under the gain deferral method. 

Column (c). Remedial income allocated 

to the U.S. transferor. For a reportable 

section 721(c) property, enter the remedial 

income allocated to the U.S. transferor under 

the remedial allocation method. When the 

gain deferral method applies to a section 

721(c) property, the partnership must use the 

remedial allocation method described in 

Regulations section 1.704-3(d) for the 

property. See Regulations section 1.721(c)-

3(b)(1)(i)(A). 

Column (d). Gain recognized due to 

acceleration event. For a reportable section 

721(c) property, enter the amount of built-in 

gain taken into account by reason of an 
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acceleration event or partial acceleration 

event. See Regulations sections 1.721(c)-4 

and 1.721(c)-5 for events constituting an 

acceleration event or partial acceleration 

event and for the consequences of such 

events. 

Column (e). Gain recognized due to 

section 367 transfer. For a reportable 

section 721(c) property, enter the amount of 

gain recognized by the U.S. transferor 

pursuant to Regulations section 1.721(c)-5(e) 

(regarding transfers, including indirect 

transfers, described in section 367 of section 

721(c) property to a foreign corporation). 

Gain recognized under section 367 should not 

be included in column 5. Instead, column 5 

should list only the amount of gain recognized 

pursuant to Regulations section 1.721(c)-5(e) 

(requiring the U.S. transferor to recognize an 

amount of gain equal to the remaining built-in 

gain (if any) that would have been allocated 

to the U.S. transferor if the partnership had 
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sold the remaining portion of the property 

immediately before the transfer for FMV). 

Part III. Allocation Percentages of 

Partnership Items With Respect to 

Section 721(c) Property 

For each reportable section 721(c) property, 

enter the percentage of income, gain, 

deduction, and loss allocated to the U.S. 

transferor, related domestic partners, and 

related foreign partners. See General 

Instructions under Schedule G, earlier, for the 

order in which properties must be listed and 

when an attached statement can and must be 

used. See section 267(b) or 707(b)(1) for 

rules on determining related partners, and 

see Regulations section 1.721(c)-3(c) for a 

rule requiring that the partnership apply the 

consistent allocation method when the gain 

deferral method applies. 
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Part IV. Allocation of Items to U.S. 

Transferor With Respect to Section 

721(c) Property 

For each reportable section 721(c) property, 

enter the amount (both book and tax) of 

income, gain, deduction, and loss allocated to 

the U.S. transferor under the gain deferral 

method. See General Instructions under 

Schedule G, earlier, for the order in which 

properties must be listed and when an 

attached statement can and must be used. In 

addition, a description of any tax item or 

regulatory allocation for a reportable section 

721(c) property that is allocated to the U.S. 

transferor must be included in Part VI, 

Supplemental Information. 

Part V. Additional Information 

Part V provides questions relating to whether 

certain events have occurred in the current 

tax year for one or more reportable section 

721(c) properties and information relating to 

treaty benefits. Such events include: 
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• Acceleration events (see Regulations 

section 1.721(c)-4), 

• Partial acceleration events (see 

Regulations section 1.721(c)-5(d)), 

• Termination events (see Regulations 

section 1.721(c)-5(b)), 

• Successor events involving a successor 

partnership or U.S. transferor (see 

Regulations section 1.721(c)-5(c)), 

• Taxable disposition of a portion of an 

interest in a partnership (see Regulations 

section 1.721(c)-5(f)), and  

• Direct or indirect transfer of section 

721(c) property to a foreign corporation 

subject to section 367 (see Regulations 

section 1.721(c)-5(e)). 

Lines 1 through 6b. If the answer is “Yes” 

to any of the questions on lines 1 through 6b 

of Part V, also complete and attach Schedule 

H (Form 8865). See the separate instructions 
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later for Schedule H. In addition, the 

corresponding checkboxes in Part I, columns 

7(a) through 7(e), should be marked, as 

applicable. 

Line 7a. If the answer is “Yes,” attach to 

Form 8865 a copy of the waiver of treaty 

benefits for the reportable section 721(c) 

property. See Regulations sections 1.721(c)-

6(b)(2)(iii) and 1.721(c)-6(c). 

Part VI. Supplemental Information 

Information to be reported. When 

providing any information in Part VI, indicate 

the Part, Part column, and line for which the 

information is provided. 

Additional Part rows. If an attached 

statement is used in  

Parts I through IV, include the statement 

“Additional Section 721(c) Property 

statement(s) is/are attached” in the area 

provided in Part VI. 
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Other information. Use the Supplemental 

Information section to provide any additional 

information required by Regulations section 

1.721(c)-6 that isn’t captured in Parts I 

through IV above. 

Schedule H (Form 8865). 

Acceleration Events and 

Exceptions Reporting Relating to 

Gain Deferral Method Under 

Section 721(c) 

If the gain deferral method is being applied to 

reportable section 721(c) property, complete 

and file Schedule H to report certain events 

related to the section 721(c) property. See 

Regulations sections 1.721(c)-4 and -5 for 

more information. Complete a separate 

Schedule H for each partnership. 

General instructions. Complete all Parts of 

Schedule H that correspond to the box or 

boxes checked in Schedule G, Part I, column 

7, and the related line on Part V checked 
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“Yes.” If additional lines are needed to report 

the information required in Parts I through V, 

attach a statement in the same format as the 

format used in the Part, in Part VI, 

Supplemental Information. See Section 

721(c) property, earlier. 

For Parts I–III and V, enter in column (a) the 

line number for the section 721(c) property 

from Schedule G, Part I. If the impacted 

section 721(c) property is listed on an 

attached statement to Schedule G, Part I, 

enter the line number from the attached 

statement on which that property was 

identified. 

Part I. Acceleration Event 

Acceleration event. An acceleration event is 

any event that either would reduce the 

amount of the remaining built-in gain that a 

U.S. transferor would have recognized under 

the gain deferral method if the event had not 

occurred or could defer the recognition of the 
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remaining built-in gain. Acceleration events 

are applicable on a property-by-property 

basis. An acceleration event includes the 

transfer of section 721(c) property by making 

a contribution of the property itself to another 

partnership or the contribution of an interest 

in a section 721(c) partnership to another 

partnership. When an acceleration event 

occurs for a section 721(c) property, the U.S. 

transferor must recognize gain in an amount 

equal to remaining built-in gain in the 

property that would have been allocated to 

the U.S. transferor if the section 721(c) 

partnership had sold the section 721(c) 

property immediately before the acceleration 

event for FMV. Following the event, the gain 

deferral method no longer applies to that 

section 721(c) property. See Regulations 

section 1.721(c)-4 for rules relating to 

acceleration events. 
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At any time, a U.S. transferor may 

affirmatively treat an acceleration event as 

having occurred (a deemed acceleration 

event) for a section 721(c) property by both 

recognizing the remaining built-in gain in that 

section 721(c) property and satisfying the 

reporting requirements of the acceleration 

event. See Regulations section 1.721(c)-

4(b)(4). 

Column (b). Provide a description of the 

acceleration event, including the citation in 

the case of a partial or deemed acceleration 

event. See Regulations section 1.721(c)-

6(b)(3)(iv). Use Part VI if additional space is 

needed to describe the transaction. 

Column (d). Enter the amount of the gain 

recognized by the U.S. transferor for the 

section 721(c) property resulting from the 

acceleration event. 

Column (e). Enter the amount that the 

section 721(c) partnership will increase its 

basis in the section 721(c) property as a 
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result of the acceleration event. See 

Regulations sections 1.721(c)-4(c)(2) and 

1.721(c)-5(d) in the case of a partial 

acceleration event. 

Column (f). Check the box if there is a 

partial acceleration event and the U.S. 

transferor recognizes a partial gain for the 

section 721(c) property. Certain distributions 

of other partnership property to a partner 

that result in an adjustment under section 

734 to the section 721(c) property constitute 

a partial acceleration event requiring that the 

U.S. transferor recognize gain. If there is a 

remaining built-in gain in the section 721(c) 

property immediately after the partial 

acceleration event, the gain deferral method 

must continue to apply and the U.S. 

transferor is required to continue to report 

the information on Schedule G for that 

property. See Regulations section 1.721(c)-

5(d). 
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Part II. Termination Event 

A termination event causes the gain deferral 

method to no longer apply for the affected 

section 721(c) property on a property-by-

property basis. Regulations section 1.721(c)-

5(b) identifies the termination events. 

Column (b). Provide a description of the 

termination event, including the citation to 

the relevant paragraph in Regulations section 

1.721(c)-5(b). See Regulations section 

1.721(c)-6(b)(3)(v). Use Part VI if additional 

space is needed to describe the transaction. 

Part III. Successor Event 

A successor event allows for the continued 

application of the gain deferral method for the 

affected section 721(c) property on a 

property-by-property basis by a successor 

U.S. transferor or a successor section 721(c) 

partnership. However, if the successor doesn’t 

continue the gain deferral method, the event 

is an acceleration event and must be reported 
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in Part I above. Successor events are 

applicable on a property-by-property basis. If 

only a portion of an interest in a partnership 

is transferred in a successor event, the rules 

of Regulations section 1.704-3(a)(7) are 

applied to determine the remaining built-in 

gain in the section 721(c) property that is 

attributable to the portion of the interest that 

is transferred and the portion that is retained. 

Regulations section 1.721(c)-5(c) identifies 

the successor events, including special rules 

for transactions involving tiered partnerships. 

If more than one successor event occurs in 

the tax year, provide the required information 

for each event separately in Part IV in 

chronological date order. 

Column (b). Provide a description of the 

successor event, including the citation to the 

relevant paragraph in Regulations section 

1.721(c)-5(c). See Regulations section 

1.721(c)-6(b)(3)(v). Use Part VI if additional 

space is needed to describe the transaction. 
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Column (d). Enter the identifying 

information of the relevant successor, as 

applicable. In certain successor events, a 

domestic corporation becomes the successor 

U.S. transferor. In other successor events, a 

partnership becomes the successor section 

721(c) partnership. A successor section 

721(c) partnership may be a new, upper-tier, 

or lower-tier partnership. The identifying 

information must include the name, address, 

and U.S. taxpayer identification number 

(TIN), if any, of the successor U.S. transferor 

or successor section 721(c) partnership. 

Part IV. Taxable Disposition of a Portion 

of an Interest in Partnership Event 

Part IV reports the information relating to a 

fully taxable disposition of a portion of an 

interest in a section 721(c) partnership. 

Complete this Part if a U.S. transferor or a 

partnership in which a U.S. transferor is a 

direct or indirect partner disposes of (directly 

or indirectly through one or more 
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partnerships) a portion of an interest in a 

section 721(c) partnership in a transaction in 

which the gain or loss, if any, is recognized. 

This will not be an acceleration event for the 

portion of the interest transferred. The gain 

deferral method will continue to apply for the 

section 721(c) property of the section 721(c) 

partnership. The rules of Regulations section 

1.704-3(a)(7) are applied to determine the 

remaining built-in gain in the section 721(c) 

property on a property-by-property basis that 

is attributable to the portion of the interest in 

the section 721(c) partnership is retained. 

See Regulations section 1.721(c)-5(f). 

Column (a). Provide a description of the 

disposition of the interest in the partnership, 

including whether the interest was a direct or 

indirect interest (through one or more 

partnerships). If more than one taxable 

disposition event occurs in the tax year, 

provide the required information for each 

event separately in Part IV in chronological 
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date order. If additional space is needed, 

provide the information in Part VI. 

Column (c). Enter the percentage of 

partnership interest that was disposed of in 

the event to which all gain or loss, if any, is 

recognized. 

Column (d). Enter the percentage of the 

partnership interest (directly or indirectly 

through one or more partnerships) that the 

U.S. transferor retained immediately after the 

event. 

Column (e). Enter the aggregate amount of 

the remaining built-in gain for all of the 

section 721(c) properties that is attributable 

to the portion of the interest in the section 

721(c) partnership that is retained. Attach a 

detailed supporting schedule to Schedule H 

that separately states each remaining section 

721(c) property and its respective remaining 

built-in gain allocable to the U.S. transferor 

included in the aggregate amount reported in 

column (e). 
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Part V. Section 367 Transfer Event 

Part V reports the information relating to a 

transfer described in section 367 of section 

721(c) property to a foreign corporation. See 

Regulations section 1.721(c)-5(e). Section 

367 events include: 

• Transfer of section 721(c) property by a 

section 721(c) partnership to a foreign 

corporation, or 

• Transfer by a U.S. transferor or a 

partnership in which a U.S. transferor is a 

direct or indirect partner transfers 

(directly or indirectly through one or more 

partnerships) all or a portion of the 

section 721(c) partnership that owns 

section 721(c) property to a foreign 

corporation. 

As a result of the section 367 event, the 

section 721(c) property is no longer subject 

to the gain deferral method. The U.S. 

transferor is treated as transferring the 
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section 721(c) property to a foreign 

corporation and is subject to taxation on the 

transfer under section 367. See the section 

367 regulations for rules relating to gain or 

income recognition under section 367. 

Note. A transfer of property to a foreign 

corporation by a U.S. transferor is subject to 

other reporting requirements under sections 

367, 351, 368, and 6038B (for example, the 

filing of Form 926), as applicable. See the 

related regulations under these Code 

sections. Such reporting requirements are in 

addition to the filing of Schedule H. 

After considering the tax consequences under 

section 367, the remaining built-in gain, if 

any, for the section 721(c) property is 

recognized by the U.S. transferor to the 

extent that would have been allocated to the 

U.S. transferor had the section 721(c) 

partnership sold that portion of the property 

immediately before the transfer for FMV. 
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Column (b). Provide a description of the 

section 367 transfer, including whether the 

transfer was a direct or indirect transfer 

(through one or more partnerships) of section 

721(c) property to a foreign corporation. If 

more than one section 367 transfer occurs in 

the tax year, provide the required information 

for each transfer separately in Part IV in 

chronological date order. If additional space is 

needed, provide the information in Part VI. 

Column (d). Enter the amount of the 

remaining portion of built-in gain recognized 

by the U.S. transferor under section 721(c). 

The amount of gain equals the remaining 

portion of the built-in gain that would have 

been allocated to the U.S. transferor if the 

section 721(c) partnership had sold that 

portion of the section 721(c) property 

immediately before the transfer for FMV. This 

amount should not include any gain or income 

recognized by the U.S. transferor pursuant to 

section 367 that is reported elsewhere on the 
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return. See Regulations section 1.721(c)-

5(e). After the section 367 transfer, the 

transferred section 721(c) property will no 

longer be subject to the gain deferral method. 

Column (e). Enter the identifying 

information of the foreign transferee 

corporation that received the section 721(c) 

property in the section 367 transfer. The 

identifying information includes the name, 

address, and U.S.TIN, if any. 

Part VI. Supplemental Information 

Information to be reported. When 

providing any information in the 

Supplemental Information, indicate the Part, 

Part column, row, and line for which the 

information is provided. 

Additional Part rows. If additional rows are 

needed to enter information in Parts I through 

V in the Supplemental Information, provide 

the information in an attachment or 

attachments to Schedule H in the same 
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format as required for the row on the Part at 

issue. If separate supplemental schedules are 

used for any Part of Schedule H for specific 

section 721(c) properties, use the same 

corresponding identification line number from 

the Part I of Schedule G for such property on 

the supplemental schedule for Schedule H. 

Other information. Use the Supplemental 

Information section to provide any additional 

information required by Regulations section 

1.721(c)-6 that isn’t reported in Parts I 

through V above. 

Schedules K, Partners' 

Distributive Share Items, and K-1 

(Form 8865), Partner’s Share of 

Income, Deductions, Credits, etc. 

Schedule K 

Form 8865, Schedule K, is a summary 

schedule of all of the partners' shares of the 

partnership income, credits, deductions, etc. 
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Only Category 1 filers must complete Form 

8865, Schedule K. 

Schedule K-1 

Schedule K-1 (Form 8865) is used to report a 

specific partner's share of the partnership 

income, deductions, credits, etc. 

All Category 1 and 2 filers must complete 

Schedule K-1 (Form 8865) for any direct 

interest they hold in the partnership. A 

Category 1 or 2 filer that doesn’t own a direct 

interest is not required to complete Schedule 

K-1 (Form 8865). 

Category 1 filers must also complete Schedule 

K-1 (Form 8865) for each U.S. person that 

directly owns a 10% or greater direct interest 

in the partnership. 

Provide the partner's beginning and year-end 

percentage interests in partnership profits, 

losses, capital, or deductions. These 

percentages should include any interest 

constructively owned by the filer. 
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Complete boxes 1 through 21 for any direct 

interest that the partner owns in the 

partnership. 

Example. Partner A owns a 45% direct 

interest in a foreign partnership (FPS). 

Partner A also owns 100% of the stock of a 

domestic corporation (DC), which owns a 

10% direct interest in FPS. Therefore, Partner 

A is considered to own a 55% interest in FPS 

and is thus a Category 1 filer. When Partner A 

completes Schedule K-1 (Form 8865) for 

itself, Partner A must report the distributive 

share of items allocated to Partner A's direct 

interest of 45% but not any items allocated to 

DC's 10% interest. When Partner A completes 

Schedule K-1 (Form 8865) for DC (which 

Partner A must do because DC owns a direct 

10% interest), Partner A must report on DC's 

Schedule K-1 (Form 8865) only items 

allocated to DC's direct 10% interest. 

Although the partnership isn’t subject to 

income tax, the partners are liable for tax on 
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their shares of the partnership income, 

whether or not distributed, and must include 

their share of such items on their tax returns. 

Allocations of income, gains, losses, 

deductions, or credits among the partners 

should generally be made according to the 

partnership agreement. See section 704 and 

the regulations thereunder. 

Schedule K-1 (Form 8865) for related 

foreign partners.  If the gain deferral 

method is applied and a section 721(c) 

partnership doesn’t have a filing obligation 

under section 6031, the U.S. transferor must 

obtain a Schedule K-1 (Form 8865) for each 

direct or indirect partner that is related to the 

U.S. transferor (within the meaning of section 

267(b) or 707(b)(1)) and that isn’t a U.S. 

person (related foreign partner). See 

Regulations section 1.721(c)-6(c)(3). The 

Schedule K-1 (Form 8865) for each related 

foreign partner must be filed and attached to 

the Form 8865 as part of the annual reporting 
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relating to the gain deferral method pursuant 

to Regulations section 1.721(c)-6(b)(3)(xi). 

The instructions that apply to Schedule K-1 

(Form 8865) for all other partners also apply 

to a Schedule K-1 (Form 8865) for a related 

foreign partner. See Gain deferral method, 

Section 721(c) partnership, and U.S. 

transferor, earlier. 

General Reporting Instructions for 

Schedule K-1 (Form 8865) 

On each Schedule K-1 (Form 8865), enter the 

information about the partnership and the 

partner in Parts I and II (items A through F). 

For Schedule K-1 (Form 8865), items E and F, 

see the instructions for the corresponding 

Schedule K-1 (Form 1065), items J and L, in 

the Instructions for Form 1065 under Specific 

Instructions (Schedule K-1 only). In Part III, 

enter the partner's distributive share of each 

item of income, deduction, and credit and any 

other information the partner needs to 

prepare the partner's tax return. 
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Item A2 

Enter the reference ID number used on Form 

8865, item G2(b). For details, see Item 

G2(b), earlier. 

Part III—line 1.  If the gain deferral method 

is applied to which the section 721(c) 

partnership adopts the remedial allocation 

method, the amounts reflected on each 

partner's Schedule K-1 for the allocations of 

income, gains, losses, deductions, or credits 

allocated to such partner must include any 

allocations of remedial items for section 

721(c) property. See Regulations section 

1.721(c)-3(c). 

For example, if the partner is the U.S. 

transferor of section 721(c) property, Part III, 

line 1, would include any remedial income 

allocated to the U.S. transferor from Schedule 

G, Part II, column (c), Remedial income 

allocated to U.S. transferor, as applicable. For 

partners other than the transferor, Part III, 

line 1, would include their share of ordinary 
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business income (or loss) after taking into 

account any remedial items to such partner 

relating to section 721(c) property. However, 

Part III, line 1, would not include basis 

adjustments attributable to section 197(f)(9) 

for related foreign partners. See Regulations 

sections 1.704-3(d)(5)(iii) and 1.721(c)-3. 

See Section 721(c) partnership, Section 

721(c) property, and Gain deferral method, 

earlier. 

Codes. In box 11 and boxes 13 through 21, 

identify each item by entering a code in the 

column to the left of the dollar amount entry 

space. These codes are identified in List of 

Codes Used for Schedule K-1 (Form 8865), 

later. For Box 11—Code ZZ. Other, see Other 

code ZZ in the Instructions for Form 1065. 

Attached statements. When attaching 

statements to Schedule K-1 to report 

additional information to the partner, indicate 

there is a statement for the following.  
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• If an amount can be input on Schedule K-

1 but additional information is required, 

enter an asterisk (*) after the code in the 

column to the left of the entry space.  

• For items that can't be reported as a 

single dollar amount, enter the code and 

an asterisk (*) in the column to the left 

and enter “STMT” in the right column to 

indicate that the information is provided 

on an attached statement.  

• If the partnership has more coded items 

than the number of entry boxes (for 

example, boxes 11 and 13 through 15, or 

boxes 17 through 21), don't enter a code 

or dollar amount in the last entry box. 

Instead, enter an asterisk (*) in the left 

column and enter “STMT” in the entry 

space to the right. 

More than one attached statement can be 

placed on the same sheet of paper. The 

information included in the statement should 

be identified in alphanumeric order by box 
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number followed by the letter code (if any), 

description, and dollar amount for each item. 

For example: “Box 15, code J—Work 

opportunity credit—$1,000.” This can be 

followed with any additional information the 

partner needs to determine the proper tax 

treatment of the item. 

Specific Instructions for Schedules K  

and K-1 

For the specific instructions for Form 8865, 

Schedule K, and Schedule K-1 (Form 8865), 

see the Instructions for Form 1065. 

If the partnership is a section 721(c) 

partnership, box 20 (code AL—Section 721(c) 

partnership) of Schedule K-1, Part III, must 

include the amounts relating to any remedial 

items made under the remedial allocation 

method (described in Regulations sections 

1.704-3(d) and 1.704-3(d)(5)(iii)) for section 

721(c) property. For the specific partner's 

information relating to the remedial method 

allocations and gain deferral method, see the 
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Instructions for Form 1065, especially the 

Partner's Instructions for Schedule K-1 (Form 

1065). 

Line 16. If the partnership had items of 

international tax relevance, see the 

Instructions for Schedules K-2 and K-3 (Form 

8865) to determine if you need to check the 

box and attach Schedules K-2 and K-3. 

Schedules K-2 (Form 8865), 

Partners’ Distributive Share 

Items—International, and K-3 

(Form 8865), Partner’s Share of 

Income, Deductions, Credits, 

etc.—International 

Schedule K-2 

Schedule K-2 (Form 8865) is an extension of 

Schedule K of the Form 8865 and is used to 

report items of international tax relevance 

from the operation of a partnership. 
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Schedule K-3 

Schedule K-3 (Form 8865) is an extension of 

Schedule K-1 (Form 8865) and is generally 

used to report the partner’s share of the 

items reported on Schedule K-2. The 

information reported on Schedule K-3 is used 

to report information on a partner’s tax or 

information returns. 

For more information, see the Instructions for 

Schedules K-2 and K-3 (Form 8865). 

Schedule L. Balance Sheets  

per Books 

The balance sheets should agree with the 

partnership's books and records. Attach a 

statement explaining any differences. 

Only Category 1 filers are required to 

complete Form 8865, Schedule L. 

If you answered "Yes" to item H11 on page 1 

of Form 8865, you do not have to complete 

Form 8865, Schedule L. 
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Schedule L requires balance sheets prepared 

and translated into U.S. dollars in accordance 

with U.S. generally accepted accounting 

principles (GAAP). 

Exception. Generally, if the partnership or 

any QBU of the partnership uses the dollar 

approximate separate transactions method 

(DASTM), Form 8865, Schedule L, should 

reflect the tax balance sheets prepared and 

translated into U.S. dollars according to 

Regulations section 1.985-3(d). 

Specific Instructions for Schedule L 

For the specific instructions for Form 8865, 

Schedule L, see the Instructions for Form 

1065. 
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Schedule M-1. Reconciliation of 

Income (Loss) per Books With 

Income (Loss) per Return 

Form 8865 filers aren’t required to complete 

Schedule M-3 (Form 1065), Net Income 

(Loss) Reconciliation for Certain Partnerships. 

Only Category 1 filers are required to 

complete Form 8865, Schedule M-1. If you 

answered "Yes" to item H11 on page 1 of 

Form 8865, you don’t have to complete Form 

8865, Schedule M-1. 

Specific Instructions for Schedule M-1 

For the specific instructions for Schedule M-1 

(Form 8865), see the Instructions for Form 

1065. 

Schedule M-2. Analysis of 

Partners' Capital Accounts 

Only Category 1 filers are required to 

complete Form 8865, Schedule M-2. If you 
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answered "Yes" to item H11 on page 1 of 

Form 8865, you don’t have to complete Form 

8865, Schedule M-2. 

Specific Instructions for Schedule M-2 

For the specific instructions for Form 8865, 

Schedule M-2, see the Instructions for Form 

1065. 

Schedule N. Transactions Between 

Controlled Foreign Partnership 

and Partners or Other Related 

Entities 

All Category 1 filers must complete Schedule 

N and report all transactions of the foreign 

partnership during the tax year of the 

partnership listed on the top of Form 8865, 

page 1. A Category 1 filer filing a Form 8865 

for other Category 1 filers under the multiple 

Category 1 filers exception must complete a 

Schedule N for itself and a separate Schedule 
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N for each Category 1 filer not filing Form 

8865. 

Category 2 filers are required to complete 

columns (a), (b), and (c) of Schedule N. 

Category 2 filers don’t have to complete 

column (d). 

Column (a). Use column (a) to report 

transactions between the foreign partnership 

and the person filing the Form 8865. 

Column (d). Use column (d) to report 

transactions between the foreign partnership 

and any U.S. person with a 10% or more 

direct interest in the foreign partnership. If 

such person also qualifies under column (b), 

don’t report transactions between the foreign 

partnership and that person under column 

(d). Report the transactions only under 

column (b). 
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Lines 6 and 16. Enter distributions received 

from other partnerships and distributions 

from the foreign partnership for which this 

form is being completed. 

Lines 20 and 21. Enter the largest 

outstanding balances during the tax year of 

gross amounts borrowed from, and gross 

amounts lent to, the related parties described 

in columns (a) through (d). Don’t enter 

aggregate cash flows, year-end loan 

balances, average balances, or net balances. 

Don’t include open account balances resulting 

from sales and purchases reported under 

other items listed on Schedule N that arise 

and are collected in full in the ordinary course 

of business. 
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Schedule O (Form 8865). Transfer 

of Property to a Foreign 

Partnership 

Category 3 filers must complete Schedule O. 

Section 721(c) partnerships. Regulations 

section 1.721(c)-2 overrides section 721(a) 

nonrecognition of gain upon a contribution of 

section 721(c) property to a section 721(c) 

partnership occurring on or after August 6, 

2015. A U.S. transferor must recognize gain 

unless the gain deferral method described in 

Regulations section 1.721(c)-3 is applied. To 

satisfy the reporting requirements of the gain 

deferral method, the U.S. transferor is 

required to report certain information for the 

year of the contribution and for subsequent 

years. See Regulations section 1.721(c)-6. 

See Section 721(c) property, Section 721(c) 

partnership, U.S. transferor, and Gain deferral 

method, earlier. 
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Reference ID number. Use the reference ID 

number shown on Form 8865, item G2(b). 

For details, see Item G2(b), earlier. 

Part I. Transfers Reportable Under 

Section 6038B 

Part I is used to report the transfer of 

property to a foreign partnership in 

accordance with Regulations section 1.6038B-

2(c). The completion of Part l (related 

property transferred to the partnership) is 

required by Regulations section 1.6038B-2(c). 

Provide the information required in columns 

(a) through (g) for each contribution of 

property to the foreign partnership that must 

be reported. If you contributed property with 

an FMV greater than its tax basis (appreciated 

property), or intangible property, provide the 

information required in columns (a) through 

(g) separately for each item of property 

transferred (except to the extent you are 

allowed to aggregate the property under 
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Regulations sections 1.704-3(e)(2), (3), and 

(4)). 

Provide a general description of each item of 

property in the Supplemental Information 

Required To Be Reported section. For all other 

property contributed, aggregate by the 

categories listed in Part I. 

Column (a). Enter the date of the transfer. If 

the transfer was composed of a series of 

transactions over multiple dates, enter the 

date the transfer was completed. 

Column (b). Enter the description of the 

property transferred. 

Column (c). Enter the FMV of the property 

contributed (measured as of the date of the 

transfer). 

Column (d). Enter your adjusted basis in the 

property contributed on the date of the 

transfer. See sections 1011 through 1016 for 

more information on the determination of 

adjusted basis. 



126 

Column (f). If you contributed appreciated 

property, enter the method (traditional, 

traditional with curative allocations, or 

remedial) used by the partnership to make 

section 704(c) allocations for each item of 

property. See Regulations sections 1.704-

3(b), (c), and (d) for more information on 

these allocation methods. If the gain deferral 

method is applied, the remedial method must 

generally be used. See Regulations section 

1.721(c)-3(b)(1)(i). For an exception for 

certain property generating effectively 

connected income, see Regulations section 

1.721(c)-3(b)(1)(ii). 

Column (g). Enter the amount of gain, if 

any, recognized on the transfer. See sections 

721(b) and 904(f)(3), and Regulations section 

1.721(c)-2. 

Line 3. Enter your capital interests, by 

percentage, in the partnership immediately 

before and after the transfer. To the extent 

your capital interest in the partnership 
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immediately before the transfer differs from 

any of your profit, loss, or deduction interests 

in the partnership at that time, enter in the 

supplemental information below your 

interests, by percentage, in the profit, loss, 

and deductions at that time. To the extent 

your capital interest in the partnership 

immediately after the transfer differs from 

any of your profit, loss, or deduction interests 

in the partnership at that time, enter in the 

supplemental information below your 

interests, by percentage, in the profit, loss, 

and deductions at that time. 

Supplemental information required to be 

reported. Enter any information from Part I 

that is required to be reported in greater 

detail. Identify the applicable column number 

next to the information entered in this 

section. In addition, if you contributed 

property to a foreign partnership as part of a 

wider transaction, briefly describe the entire 

transaction. 
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Reporting required for the year of 

contribution to which the gain deferral 

method is applied. Additionally, describe 

any section 721(c) property contributed to a 

section 721(c) partnership and identify 

whether the gain deferral method is applied. 

A U.S. transferor must attach to Form 8865, 

for the year of contribution, Schedule G, 

containing the information described in 

Regulations section 1.721(c)-6(b)(2)(i). See 

Regulations section 1.721(c)-6(b) for 

additional requirements. 

Additional form and statement 

requirements. In addition to the reporting 

requirements above, the following statements 

and forms must also be filed to satisfy the 

requirements for the gain deferral method. 

• Schedule H (Form 8865), if certain events 

have occurred. 

• Form 8838-P, Consent To Extend the Time 

To Assess Tax Pursuant to the Gain 

Deferral Method (Section 721(c)). See 
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Regulations sections 1.721(c)-6(b)(2)(ii), 

(b) (3)(viii), and (b)(5) for more 

information. 

• Copy of “Statement of Waiver of Treaty 

Benefits under Section 1.721(c)-6,” if 

applicable. See Regulations section 

1.721(c)-6(c)(1). 

Annual Reporting With Respect to the 

Gain Deferral Method 

A U.S. transferor subject to the gain deferral 

method must annually attach Schedule G 

(Form 8865), containing the information 

required in Regulations section 1.721(c)-6(b) 

(3)(i) through (vii) (and (b)(3)(ix), as 

applicable). See Regulations section 1.721(c)-

6(b)(3) for further annual reporting 

requirements pursuant to the gain deferral 

method. 
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Part II. Dispositions Reportable Under 

Section 6038B 

Use Part II to report certain dispositions by a 

foreign partnership in accordance with 

Regulations section 1.6038B-2(d). The 

completion of Part ll (related property 

transferred to the partnership) is required by 

Regulations section 1.6038B-2(d). If you 

were required to report a transfer of 

appreciated property to the partnership, and 

the partnership disposes of the property while 

you are still a direct or constructive partner, 

you must report that disposition in Part II. If 

the partnership disposes of the property in a 

nonrecognition transaction and receives in 

exchange substituted basis property, report 

the subsequent disposition of the substituted 

basis property in the same manner as 

provided for the contributed property. See 

section 7701(a)(42) for the definition of 

substituted basis property and Regulations 

section 1.704-3(a)(8) for more information. 
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A disposition by a partnership may be an 

acceleration event for purposes of applying 

the gain deferral method. The U.S. transferor 

may be required to recognize gain in an 

amount equal to the remaining built-in gain 

on the section 721(c) property previously 

contributed to the section 721(c) partnership. 

See Regulations section 1.721(c)-4. For 

acceleration event exceptions, see 

Regulations section 1.721(c)-5. Acceleration 

events and exceptions to an acceleration 

event should be reflected on Part II. In 

addition, Schedules G and H are required to 

be filed. 

Column (a). Provide a brief description of 

the property disposed of by the partnership. 

If you are reporting the disposition of 

substituted basis property received by the 

partnership in a nonrecognition transaction in 

exchange for appreciated property 

contributed by you, enter “See Attached” and 

attach a statement providing brief 
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descriptions of both the property contributed 

by you to the partnership and the substituted 

basis property received by the partnership in 

exchange for that property. 

Column (b). Enter the date that you 

transferred this property to the partnership. If 

you are reporting the disposition of 

substituted basis property received by the 

partnership in a nonrecognition transaction in 

exchange for property previously contributed 

by you, enter “See Attached” and attach a 

statement showing both the date you 

transferred the appreciated property to the 

partnership and the date the partnership 

exchanged the property for substituted basis 

property in a nonrecognition transaction. See 

Regulations section 1.6038B-2. 

Column (c). Enter the date that the 

partnership disposed of the property. 

Column (d). Briefly describe how the 

partnership disposed of the property (for 

example, by sale or exchange). 
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Column (e). Enter the amount of gain, if 

any, recognized by the partnership on the 

disposition of property. 

Column (f). Enter the amount of 

depreciation recapture, if any, recognized by 

the partnership on the disposition of property. 

See Regulations sections 1.1245-1(e) and 

1.1250-1(f). 

Column (g). Enter the amount of gain from 

column (e) allocated to you. 

Column (h). Enter the amount of 

depreciation recapture from column (f) 

allocated to you. See Regulations sections 

1.1245-1(e) and 1.1250-1(f). If you 

recognize any section 1254 recapture on the 

partnership's disposition of natural resource 

recapture property, enter “See Attached” and 

attach a statement figuring the amount of 

recapture. See Regulations section 1.1254-5. 

 



134 

Part III. Gain Recognition Under Section 

904(f) (3) or (f)(5)(F) 

If gain recognition was required for any 

transfer reported in Part I under section 

904(f)(3) or (f)(5)(F), attach a statement 

identifying the transfer and the amount of 

gain recognized. 

Schedule P (Form 8865). 

Acquisitions, Dispositions, and 

Changes of Interests in a Foreign 

Partnership 

Use Schedule P to report the acquisition, 

disposition, and change of interest in a 

foreign partnership. 

Every Category 4 filer must complete 

Schedule P, unless they qualify under the 

exception for certain Category 4 filers, 

described earlier. 
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Reference ID number. Use the reference ID 

number shown on Form 8865, item G2(b). 

For details, see Item G2(b), earlier. 

Part I. Acquisitions 

Part I is completed by Category 4 filers 

required to report an acquisition of an interest 

in a foreign partnership. See Categories of 

Filers, earlier, for more details about which 

types of acquisitions must be reported. 

An acquisition of a section 721(c) partnership 

interest may be an acceleration event 

exception under the gain deferral method. In 

such case, Schedule H is required to be filed. 

See Regulations section 1.721(c)-5. In this 

case, the acquirer may become a successor 

U.S. transferor and may have a reporting 

requirement under Regulations section 

1.721(c)-6. As a result, the successor U.S. 

transferor is required to file Schedule G as 

well as, if certain events occur, Schedule H. 

See Section 721(c) partnership, Gain deferral 

method, and U.S. transferor, earlier. 
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Column (a). If you acquired the interest in 

the foreign partnership by purchase, gift, or 

inheritance, or in a distribution from a trust, 

estate, partnership, or corporation, enter the 

name, address, and identifying number (if 

any) of the person from whom you acquired 

the interest. 

Column (b). Enter the date of the 

acquisition. If the acquisition was composed 

of a series of transactions over multiple dates, 

enter the date the acquisition was completed. 

Column (c). Enter the FMV of the interest 

you acquired in the partnership (measured as 

of the date of acquisition). 

Column (d). Enter your basis in the acquired 

partnership interest (measured as of the date 

of acquisition). See sections 722 and 742. 

Columns (e) and (f). Enter your total direct 

percentage interest in the partnership both 

before and immediately after the acquisition. 

To the extent your direct percentage interest 
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in the partnership differs among capital, 

profits, losses, or deductions, enter “See 

Below” and state the different percentages in 

Part IV. 

Part II. Dispositions 

This section is completed by U.S. persons who 

are Category 4 filers because they disposed of 

an interest in a foreign partnership. See 

Categories of Filers, earlier, for more details 

about what types of dispositions must be 

reported. For each disposition reported in Part 

II, indicate in Part IV whether a statement is 

required by Regulations section 1.751-1(a)(3) 

to be filed for the disposition. 

A disposition of a section 721(c) partnership 

interest may be an acceleration event for 

purposes of applying the gain deferral 

method. The U.S. transferor may be required 

to recognize gain in an amount equal to the 

remaining built-in gain on the section 721(c) 

property previously contributed to the section 

721(c) partnership. In this case, Schedule H 
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must also be filed. See Regulations section 

1.721(c)-4. For acceleration event exceptions, 

see Regulations section 1.721(c)-5. 

Column (a). Unless you disposed of the 

interest by withdrawing, in whole or in part, 

from the partnership, enter the name, 

address, and identifying number (if any) of 

the person to whom you transferred the 

interest in the foreign partnership. 

Column (b). Enter the date of the 

disposition. If the disposition was composed 

of a series of transactions over 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. 
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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 

partnership changed. See Categories of Filers, 

earlier, for more details about which changes 

in proportional interest must be reported. 

Column (a). Briefly describe the event that 

caused your interest in the partnership to 

change (for example, the admission of a new 

partner). 
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Column (b). Enter the date of the change. If 

the change resulted from a series of 

transactions over multiple dates, enter the 

date the change was completed. 

Column (c). Enter the FMV of your interest 

in the partnership immediately before the 

change. 

Column (d). Enter your basis in your 

partnership interest immediately before the 

change. 

Columns (e) and (f). Enter your direct 

percentage interest in the partnership both 

before and immediately after the change. 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. 
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Part IV. Supplemental Information 

Required To Be Reported 

Enter any information asked for in Part I, Part 

II, or Part III that must be reported in detail. 

Identify the applicable part number and 

column next to the information entered in 

Part IV. 

Privacy Act and Paperwork Reduction Act 

Notice. We ask for the information on this 

form and its schedules to carry out the 

Internal Revenue laws of the United States. 

We need this information to ensure that you 

are complying with the revenue laws and to 

allow us to figure and collect the right amount 

of tax. Sections 6038, 6038B, 6038D, and 

6046A require you to provide this 

information. Section 6038D requires specified 

individuals and, upon issuance of regulations, 

specified domestic entities to report specified 

foreign financial assets in which they have an 

interest. Form 8938 is generally used to 

comply with this reporting requirement, but if 
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you checked the box on Form 8865, item E, 

you're choosing to use Form 8865 (in 

conjunction with Form 8938) to report your 

interests. Section 6109 requires you to 

provide your identification number. Failure to 

provide all of the requested information in a 

timely manner or providing false information 

may subject you to penalties. 

You are not required to provide the 

information requested on a form that is 

subject to the Paperwork Reduction Act 

unless the form displays a valid OMB control 

number. Books or records relating to a form 

or its instructions must be retained as long as 

their contents may become material in the 

administration of any Internal Revenue law. 

Generally, tax returns and return information 

are confidential, as required by section 6103. 

However, section 6103 allows or requires the 

IRS to disclose or give such information to the 

Department of Justice for civil and criminal 

litigation, and to cities, states, the District of 
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Columbia, and U.S. commonwealths and 

territories for use in administering their tax 

laws. We may also disclose this information to 

other countries under a tax treaty, to federal 

and state agencies to enforce federal nontax 

criminal laws, or to federal law enforcement 

and intelligence agencies to combat terrorism. 

The time needed to complete and file this 

form and related schedules will vary 

depending on individual circumstances.  

The estimated burden for individual and 

business taxpayers filing this form is 

approved under OMB control number 1545-

0074 and 1545-0123 and is included in the 

estimates shown in the instructions for their 

individual and business income tax return. 

The estimated burden for all other taxpayers 

who file this form is shown below. 
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Form Recordkeeping 

Learning about the 

lawor the form 

Preparing, copying, 

assembling, and 

sending the form to 

the IRS 

8865  39 hr., 30 min. 6 hr., 47 min. 14 hr., 21 min. 

Schedule G (Form 8865)  13 hr., 52 min. 3 hr., 34 min. 3 hr., 57 min. 

Schedule H (Form 8865)  7 hr., 53 min. 2 hr., 17 min. 2 hr., 30 min. 

Schedule K-1 (Form 

8865)  

12 hr., 12 min. 7 hr., 31 min. 9 hr., 14 min. 

Schedule K-2 (Form 

8865)  

170 hr., 16 min. 34 hr., 28 min. 50 hr., 44 min. 

Schedule K-3 (Form 

8865)  

171 hr., 13 min. 35 hr., 33 min. 51 hr., 53 min. 

Schedule O (Form 8865)  16 hr., 15 min. 5 hr., 10 min. 5 hr., 39 min. 

Schedule P (Form 8865)  5 hr., 44 min. 1 hr., 12 min. 1 hr., 20 min. 
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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. You can send us comments through 

IRS.gov/ FormComments. Or you can send 

your comments to the Internal Revenue 

Service, Tax Forms and Publications, 1111 

Constitution Ave. NW, IR-6526, Washington, 

DC 20224. Do not send Form 8865 to this 

address. Instead, see When and Where To 

File, earlier.  

https://www.irs.gov/forms-pubs/comment-on-tax-forms-and-publications
https://www.irs.gov/forms-pubs/comment-on-tax-forms-and-publications
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List of Codes Used for Schedule K-1 (Form 8865) 
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