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Instructions for 
Massachusetts 
Partnership Return 
Form 3
Includes Schedule 3K-1 instructions
This form has an electronic filing requirement. 
See instructions.
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What kind of help is available
The instructions in the Department of Revenue’s (DOR) tax forms should provide answers to most taxpayer questions. If you have questions about 
completing your Massachusetts tax form, you can call us at (617) 887-6367 or toll-free in Massachusetts at 1-800-392-6089 Monday through Fri-
day. DOR’s website at mass.gov/dor is also a valuable resource for tax information 24 hours a day. Thousands of taxpayers use DOR’s website to 
e-mail and receive prompt answers to their general tax inquiries. Interactive applications that allow taxpayers to check the status of their refunds 
and review their quarterly estimated tax payment histories are available through our website or by calling our main information lines listed above.

Where to get forms and publications
Many Massachusetts tax forms and publications are available via the DOR website. The address for the Department’s website is mass.gov/dor.

For general tax information. Please call (617) 887-6367 or toll-free in Massachusetts 1-800-392-6089. These main information 
lines can provide assistance with the following:
w	 abatements    w	 corporate excise    w	 fiduciary taxes    w	 personal income taxes
w	 bills and payments    w	 estate taxes    w	 nonresident information   w	 refunds
w	 business registration    w	 estimated taxes    w	 partnerships    w	 withholding
w	 business taxes    w	 certificate of good standing

For help in one of the following specific areas. Please call the number listed below.
w	 Installment sales (617) 887-6950
w	 Teletype (TTY) (617) 887-6140
w	 Small Business Workshop (617) 887-5660
w	 Vision-impaired taxpayers can contact any DOR office to receive assistance.
w	 Upon request, this publication is available in an alternative format. Please send your request to: Office of Diversity and Equal Opportunity,
PO Box 9557, Boston, MA 02114-9557.

To report allegations of suspected misconduct or impropriety involving Department of Revenue employees, please call the Office of Ethics and
Employee Responsibility Hot Line at 1-800-565-0085 or write to PO Box 9567, Boston, MA 02114.
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Major 2021 Tax 
Changes
Filing Due Date
Massachusetts General Laws (MGL) ch 62C, § 7 
requires partnerships to file their tax returns on 
or before the 15th day of the third month follow-
ing the close of each taxable year (March 15th in 
the case of partnerships filing on a calendar year 
basis). For more information, see TIR 17-5: 2017 
Supplemental Budget: Conforming Massachu-
setts Partnership and C Corporation Tax Return 
Filing Due Dates to Federal Due Dates.

For calendar year filers Form 3 is due on or before 
March 15, 2022.

Expansion of Certain Electronic Filing and 
Payment Requirements
Currently all partnerships at or above the appli-
cable annual income or loss threshold (or with 
25 or more partners) must submit all Forms 3 
and Schedules 3K-1 to the Department by elec-
tronic means. Effective for tax periods ending on 
or after December 31, 2021, the electronic filing 
requirement is expanded to all partnership returns 
and schedules regardless of the partnership’s net 
taxable income or loss or the number of partners 
in the partnership. For more information, see TIR 
21-9: Expansion of Certain Electronic Filing and 
Payment Requirements.

NEW Cranberry Bog Renovation Credit 
(CBRTC)
For tax years beginning on or after January 1, 
2020, certain taxpayers may be eligible for a credit 
against taxes due equal to 25% of the expenses 
they incur in the renovation, repair, replacement, 
regrading or restoration of a cranberry bog for the 
cultivation, harvesting or production of cranber-
ries. The CBRTC is refundable but is not transfer-
rable. However, in lieu of claiming the CBRTC as a 
refundable tax credit, the taxpayer may carryover 
unused CBRTC for the next 5 years. The credit 
is available for taxpayers subject to MGL ch 62 
(including partnerships) and MGL ch 63 (corpo-
rate excise) for taxable years beginning on or after 
January 1, 2020. For more information, see TIR 
21-XX: Tax Provisions in An Act Enabling Partner-
ships for Growth and the Fiscal Year 2022 Budget.

NEW Disability Hire Tax Credit (DHTC)
For tax years beginning on or after January 1, 
2023, employers certified by the Massachu-
setts Rehabilitation Commission and subject to 
tax under MGL ch 62 (including partnerships) or 
MGL ch 63 (corporate excise) that hire employees 
with a disability who live and work in Massachu-
setts may be eligible to claim a Disability Hire Tax 
Credit (DHTC) which will be equal to the lesser of 

$5,000 or 30% of the wages paid during the first 
year of employment, and $2,000 or 30% of the 
wages paid in each subsequent year of employ-
ment. The DHTC is refundable but is not transfer-
rable. For more information, see TIR 21-XX: Tax 
Provisions in An Act Enabling Partnerships for 
Growth and the Fiscal Year 2022 Budget.

Optional Pass-Through Entity Excise and 
Credit
For taxable years beginning on or after January 
1, 2021, pass-through entities, including S-cor-
porations, partnerships, and certain trusts (Eligi-
ble PTEs) may make an annual irrevocable elec-
tion to pay an optional 5% excise on the income 
that flows through to shareholders, partners, 
or beneficiaries subject to the personal income 
tax (PTE Excise). The shareholders, partners, or 
beneficiaries of the pass-through entity (qual-
ified members) may claim a nontransferable, 
refundable credit equal to 90% of their alloca-
ble share of the entity’s excise due (PTE Excise 
Credit). The PTE Excise Credit may be claimed in 
the taxable year in which the pass-through en-
tity’s taxable year ends. For further information, 
see MGL ch 63D §§ 1-7; TIR 21-XX Pass-through 
Entity Excise. See also Elective pass-through 
entity excise FAQs (mass.gov/service-details/
elective-pass-through-entity-excise).

Federal Conformity
As a general rule, Massachusetts does not adopt 
any federal personal income tax law changes in-
corporated into the IRC after January 1, 2005. 
However, certain specific Massachusetts personal 
income tax provisions, as set forth in MGL ch 62, 
§ 1(c), automatically conform to the current IRC. 
The provisions of the IRC Massachusetts adopts 
on a current basis are:

w	 Roth IRAs;

w	 IRAs;

w	 The exclusion for gain on the sale of a principal 
residence;

w	 Trade or business expenses;

w	 Travel expenses;

w	 Meals and entertainment expenses;

w	 The maximum deferral amount of government 
employees’ deferred compensation plans;

w	 The deduction for health insurance costs of 
self-employed taxpayers;

w	 Medical and dental expenses;

w	 Annuities;

w	 Health savings accounts;

w	 Employer-provided health insurance coverage;

w	 Amounts received by an employee under a 
health and accident plan; and

w	 Contributions to qualified tuition programs. 
See TIRs 98-8, 02-11, 02-18, 07-4 and 09-21 for 
further details.

In recent years there have been a few federal acts 
that have had significant impact on the Massa-
chusetts corporate and financial institution ex-
cise. Massachusetts generally follows the Inter-
nal Revenue Code (IRC) as currently in effect for 
Massachusetts corporate and financial institu-
tion excise purposes. For more up-to-date and 
detailed information on tax changes and federal 
conformity please see the dedicated 2021 Tax 
Changes page on our website at mass.gov/dor.

The Federal Consolidated Appropriations 
Act, 2021 and The American Rescue Plan 
Act of 2021.
The enactment of the (i) Federal Consolidated 
Appropriations Act, 2021 omnibus legislation, 
which is comprised of the COVID-Related Tax 
Relief Act of 2020 and the Taxpayer Certainty 
and Disaster Tax Relief Act of 2020, and (ii) the 
American Rescue Plan Act of 2021 (together, the 
“Acts”) on December 27, 2020, resulted in sev-
eral modifications to the Massachusetts corpo-
rate and financial institution excise, including (1) 
the allowance of otherwise deductible business 
expenses to be deducted even if the expenses are 
paid with the proceeds of forgiven Paycheck Pro-
tection Program loans; (2) the simultaneous ex-
clusion of Shuttered Venue Operator Grants or 
Restaurant Revitalization Grants from Massachu-
setts gross income and allowance of expenses 
paid using such grants to be deducted; (3) the 
new depreciation schedule for certain residential 
rental property; (4) the increased charitable con-
tribution deduction limitation for certain qualified 
disaster relief contributions; (5) the expansion of 
disallowance of deduction for certain compensa-
tion paid by publicly traded corporations; and (6) 
the temporary allowance for businesses to deduct 
as full amount of the cost of food and beverages 
provided by a restaurant on or after January 1, 
2021 through December 31, 2022. For more in-
formation see Working Draft TIR 21-XX, Massa-
chusetts Tax Implications of Selected Provisions 
of the Federal Consolidated Appropriations Act, 
2021 and the American Rescue Plan Act of 2021.

Prior changes Related to Federal Tax 
Reform
In 2017 and 2020, two acts, which had signifi-
cant impacts on the Massachusetts corporate 
and financial institution excise, were signed into 
law: (i) Public Law 115-97, commonly known as 
the Tax Cuts and Jobs Act (“TCJA”) was signed 
into law on December 22, 2017; and (ii) Public 
Law 116-136, commonly known as the Corona-
virus Aid, Relief, and Economic Security Act (the 
CARES Act) was signed into law on March 27, 
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2020 (together, the “Acts”). The Acts provided 
for federal changes to a variety of provisions in 
the IRC that affect the Massachusetts corporate 
and financial institution excise. In response to the 
Acts, DOR issued written guidance addressing the 
impact of the Acts in Massachusetts. For more in-
formation see TIRs 18-14, 19-6, 19-7, 19-9, 19-
11, and 20-9.

Withholding Requirements for 
Partnerships
Pass-through entities, including partnerships, 
have withholding obligations with regard to their 
non-resident partners or members. A partnership 
is required to determine which of its partners are 
non-residents, and to ascertain how its non-res-
ident partners will be complying with their Mas-
sachusetts filing obligation. A partnership must 
withhold Massachusetts tax on the distributive 
share of any partner that does not certify to the 
partnership that the partner will be meeting its tax 
obligation in some other manner. For more infor-
mation on how to comply with the withholding 
obligation, see the Guide for Pass-Through En-
tities, and 830 CMR 62B.2.2 Pass through Entity 
Withholding.

Privacy Act Notice
Under the authority of 42 U.S.C. § 405(c)(2)(C)
(i), and MGL ch 62C, § 5, the Department of Rev-
enue (DOR) has the right to require an individual 
to furnish his or her Social Security number on a 
state tax return. This information is mandatory. 
DOR uses Social Security numbers for taxpayer 
identification to assist in processing and keeping 
track of returns and in determining and collecting 
the proper amount of tax due. Under MGL ch 62C, 
§ 40, the taxpayer’s identifying number is required 
to process a refund of overpaid taxes. Although 
tax return information is generally confidential 
pursuant to MGL ch 62C, § 21, DOR may disclose 
return information to other taxing authorities and 
those entities specified in MGL ch 62C, §§ 21, 22 
or 23, and as otherwise authorized by law.

When Must a Partnership File a Return?
A Massachusetts partnership return, Form 3, 
must be filed if the partnership meets any of the 
following criteria: 

w	 Has a usual place of business in Massa-
chusetts; or

w	 Receives federal gross income of more than 
$100 during the taxable year that is subject to 
Massachusetts taxation jurisdiction under the 
U.S. Constitution.

w	 An out-of-state partnership Eligible PTE elects 
to pay the PTE Excise even if it is not otherwise 
required to file a partnership return in Massachu-
setts. The out-of-state Eligible PTE must make the 
election on a timely filed Form 3 and must com-

plete and submit the form including all sched-
ules. In addition, the out-of-state Eligible PTE 
must file Form 63D-ELT. For more information 
see the instructions for Form 63D-ELT available 
at mass.gov.

How Is a Partnership Taxed?
A partnership is not directly subject to income 
tax. Instead, each partner is taxed on the part-
ner’s share of the partnership income, whether 
distributed or not. Form 3 is a legally required in-
formational return under MGL ch 62C, and sub-
ject to penalty for late filing.

Schedule 3K-1
Schedule 3K-1 is designed to allow the partner-
ship to report each partner’s distributive share of 
partnership income. A separate Schedule 3K-1 is 
required for each partner.

New for 2021: Partners that are 
Disregarded Entities
If a partner is a disregarded entity, enter the name, 
address and taxpayer identification number of the 
beneficial owner in the block reserved for the part-
ner’s information on Schedule 3K-1.  Complete the 
rest of Schedule 3K-1 using the beneficial own-
er’s status for “type of partner” and all subsequent 
lines.  See further instructions for Schedule 3K-1.

New for 2021: Partner that is a Grantor 
Trust
If a partner is a grantor trust, enter the Name, Ad-
dress and Taxpayer Identification Number of the 
grantor of the grantor trust in the block reserved 
for the partner’s information on Schedule 3K-1. 
Complete the rest of the partner’s Schedule 3K-1 
using the grantor’s status for “type of partner” and 
all subsequent lines. See further instructions for 
Schedule 3K-1.

How Does Each Partner Report
Partnership Income?
Each partner must report the partner’s distributive 
share of each item of partnership income during 
the taxable year on the partner’s Massachusetts 
tax return. The following table shows which return 
should be filed by each type of partner:

Type of partner  Form to file

Full-year resident individual.  . . . . . . . .1
Nonresident/part-year resident
 individual  . . . . . . . . . . . . . . . . . . . . .1-NR/PY
Trust or estate . . . . . . . . . . . . . . . . . . .2
Business corporation, generally. . . . . .355
Corporation that is part of a Mass. 
 combined report . . . . . . . . . . . . . . . .355U
Domestic or foreign S corporation  . . .355S

Each nonresident partner must report the part-
ner’s distributive share of the Massachusetts 

source income of the partnership, which includes 
income from any of the following categories:

w	 Income derived from or connected with the 
partnership business carried on in Massachusetts;

w	 Income from the ownership of any interest in 
real or tangible personal property located in Mas-
sachusetts; or

w	 Interest, dividends, annuities and capital gains 
from property employed in the partnership busi-
ness carried on in Massachusetts.

Note: A nonresident limited partner of a limited 
partnership engaged exclusively in buying, sell-
ing, dealing in or holding securities on its own be-
half and not as a broker is not subject to tax on 
income from such partnership.

What is a Nonresident Composite Return?
Massachusetts allows a partnership to file an elec-
tronic composite return on Form MA NRCR, Mas-
sachusetts Nonresident Composite Return, and 
make estimated tax payments as an agent on be-
half of two or more qualified electing nonresident 
partners. For more information see the instruc-
tions for Form MA NRCR, available at mass.gov.

What is Massachusetts Gross Income?
For personal income taxpayers, Massachusetts 
gross income is divided into three classes: Part B 
is taxed at 5.0%, Part A is taxed at 5.0% and 12% 
and Part C is taxed at 5.0%.

Part B income:
w	 Gross receipts from sales;

w	 Ordinary income or loss from other partner-
ships excluding all interest (other than interest 
from Massachusetts banks) and dividends;

w	 Ordinary income or loss from trusts and estates 
not subject to Massachusetts taxation;

w	 Royalty income or loss;

w	 Income from REMIC residual interest;

w	 Rental income or loss;

w	 Massachusetts bank interest; and

w	 Other income taxed at 5.0% (see Form 1 
instructions).

Part A income:
w	 Interest other than from Massachusetts banks 
(taxed at 5.0%);

w	 Dividends (taxed at 5.0%);

w	 Short-term capital gains and losses 
(taxed at 12%);

w	 Gains and losses on the sale, exchange or in-
voluntary conversion of property used in a trade 
or business and held for one year or less (taxed 
at 12%); and
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w	 Long-term gains on collectibles and pre-1996 
installment sales classified as capital gain income 
for Massachusetts purposes (taxed at 12%).

Part C income:
w	 Long-term capital gains and losses excluding 
long-term gains on collectibles; and

w	 Losses on the sale, exchange or involuntary 
conversion of property used in a trade or business 
and held for more than one year.

Note: Massachusetts gross income does not in-
clude interest on obligations of the U.S. or Massa-
chusetts and its political subdivisions.

Are There Differences Between Massachu-
setts Tax Law and the Internal Revenue 
Code Provisions Affecting Partnerships?
Yes. There are a number of differences between 
Massachusetts and U.S. personal income tax law. 
For Massachusetts tax purposes, a partnership is 
allowed only those expense deductions that an in-
dividually owned business is allowed. Deductions 
that are itemized by an individual on Schedule A 
of U.S. Form 1040 are not generally allowed. The 
deduction for a net operating loss carryover or car-
ryback is not allowed to the partnership nor to an 
individual under Massachusetts income tax law. 
Explanations of these differences are provided in 
the appropriate lines and in the Forms 1 and 1-NR/
PY instructions.

Under MGL ch 62, § 2 (d)(1)(N), Massachusetts 
specifically disallows the bonus depreciation de-
duction allowed under IRC §168(k), as amended 
and in effect for the current taxable year. Therefore, 
a Massachusetts partnership that claims bonus 
depreciation under IRC § 168(k) for federal tax 
purposes must calculate a separate depreciation 
schedule for purposes of claiming depreciation on 
the Massachusetts partnership return. For more in-
formation, see TIRs 03-25 and 02-11.

Form 3 and Schedule 3K-1 isolate income and 
deduction items in order to produce the correct 
Massachusetts partnership total as well as each 
partner’s correct Massachusetts distributive share. 
These amounts sometimes differ from those re-
ported on U.S. Form 1065, Schedule K-1.

There are also differences between Massachusetts 
and U.S. corporate taxation. 

For more information on difference related to the 
impact of the CARES Act in Massachusetts see TIR 
20-9: Massachusetts Tax Implication of Selected 
Provisions of the Federal CARES Act.

For more information on differences related to 
the impact of the TCJA in Massachusetts see TIR 
19-17: Application of IRC § 163(j) Interest Ex-
pense Limitation to Corporate Taxpayers; TIR 19-
11: Legislation Impacting the Massachusetts Tax 

Treatment of Selected International Provisions of 
the Federal Tax Cuts and Jobs Act, TIR 19-9: Ex-
tension of Time to File Short-Year Returns Result-
ing from Partnership Technical Termination, TIR 
19-7: Massachusetts Treatment of Investments in 
Qualified Opportunity Zones, TIR 19-6: Impact of 
the Federal Tax Cuts and Jobs Act on a Taxpayer’s 
Overall Method of Accounting for Massachusetts 
Purposes and TIR 18-14: Impact of Selected Provi-
sions of the Federal Tax Cuts and Jobs Act on Mas-
sachusetts Personal Income Tax under Chapter 62.

When and Where Must a Partnership
Return Be Filed?
A partnership return is due on or before the 15th 
day of the third month after the close of the part-
nership’s taxable year, calendar or fiscal. When a 
due date falls on a Saturday, Sunday or legal hol-
iday, the filing and payment may be made on the 
next succeeding business day. If the partnership 
was dissolved or reorganized during the taxable 
year, Form 3 must be filed to reflect partnership 
activity as of the date of dissolution or reorgani-
zation. Form 3 must be signed by one of the gen-
eral partners.

Note: If the return is for a fiscal year, the part-
nership must file using the tax form for the cal-
endar year within which the fiscal year began. If 
the return is for a short tax year, the partnership 
must file according to the rules announced in 
TIR 11-12.

E-File Mandate
Massachusetts has an electronic filing require-
ment for certain partnership returns (and, if not 
mandated, electronic filing of your return is en-
couraged). See TIR 21-9 for further in formation.

Under TIR 21-9, where a return is required to be 
filed electronically, any schedules or supporting 
documents filed with the return must be submit-
ted electronically. In addition, any amendment of 
that return, or request for abatement with respect 
to that return, must also be filed electronically.

Automatic Extensions
All Form 3 filers are automatically granted a six-
month extension of time to file their tax return. 
See TIR 16-10.

What is the Penalty for Filing a Late 
Return?
A $5 per day penalty may be imposed for failure to 
file a partnership return on time. For information 
regarding extensions of time to file tax returns, 
see TIR 16-10.

Pass-Through Entity Audit Procedures
The Massachusetts Unified Audit Procedures is 
an audit, assessment, and appeal procedure con-
ducted at the entity level, rather than at the part-

ner or member level. This procedure applies to 
partnerships, S corporations, and certain trusts. 
Unified audit procedures require that the part-
nership designate a Tax Matters Partner see Tax 
Matters Partner (Massachusetts Unified Audit 
Procedures) below to act as the partnership’s rep-
resentative to DOR. DOR  will notify the Tax Mat-
ters Partner when a unified audit has commenced. 
During the unified audit, the Tax Matters Partner 
has the authority, on behalf of the entity, to re-
quest a settlement, to agree to extend the statute 
of limitations, to request a conference, or to ap-
peal a determination of passthrough entity items. 
The Tax Matters Partner also has the responsi-
bility, according to the terms of the partnership 
or other agreement governing the pass-through 
entity, to inform the members of the entity about 
the progress of the unified audit. For more infor-
mation about unified audit procedures, see 830 
CMR 62C.24A.1 and TIR 13-15.

Centralized Federal Partnership Audit
DOR has developed procedures for partnerships 
that have been subject to a federal partnership 
audit under the Centralized Federal Partnership 
Audit regime. For more information see TIR 22-1, 
Reporting Rules Related to Centralized Federal 
Partnership Audits.

Filing an Amended Return
If you need to change a line item on your re-
turn, complete a new return with the corrected 
information and fill in the Amended return oval. 
Your amended return must include all schedules 
filed with the original return even if there are no 
changes to the schedules. Mail your amended 
return to the same address used for the original 
return. Do not file Form ATB with your amended 
return. An amended return can be filed to ei-
ther increase or decrease your tax. Generally, an 
amended return must be filed within three years 
of the date that your original return was filed. For 
further information regarding amended returns, 
visit mass. gov/dor/amend and see TIR 16-13, 
Changes to the Amended Return Process Ex-
panded to Most Tax Types.

Federal Changes
If your amended return includes changes 
you have reported on an amended federal re-
turn filed with the IRS for the same tax year, 
fill in the Federal amendment oval.

Amended Return Due to IRS BBA 
Partnership Audit
The Amended return due to IRS BBA Partnership 
Audit oval is only to be used if you are an upper-tier 
member of a partnership that was impacted by an 
IRS adjustment to a lower-tier partnership result-
ing from a federal centralized BBA audit. 
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If you are a partnership that was directly impacted 
by an IRS adjustment from a federal centralized 
BBA audit do not file an amended Form 3 return 
to report such IRS adjustments. Instead, a part-
nership directly impacted by such IRS adjustment 
must file a Centralized Federal Partnership Audit 
Report on MassTaxConnect. For further details 
see TIR 22-1, Reporting Rules Related to Central-
ized Federal Partnership Audits.

Federal BBA Audit Assessment in Current 
Tax Year
If there has been a federal BBA Audit Assessment 
in the current tax year of this return then fill in 
the Federal BBA Audit Assessment in current tax 
year oval.

If your amended return does not report changes 
that result from the filing of a federal amended 
return or from a federal audit (for example, if the 
amended Massachusetts return is reporting a 
rental deduction not claimed on the original re-
turn) fill in only the Amended return oval.

Consent to Extend the Time to Act on an
Amended Return treated as Abatement
Application
In certain instances, an amended return show-
ing a reduction of tax may be treated by DOR as 
an abatement application. Under such circum-
stances, by filing an amended return, you are 
giving your consent for the Commissioner of 
Revenue to act upon the abatement application 
after six months from the date of filing. See TIR 
16-11. You may withdraw such consent at any 
time by contacting the DOR in writing. If consent 
is withdrawn, any requested reduction in tax will 
be deemed denied either at the expiration of six 
months from the date of filing or the date consent 
is withdrawn, whichever is later.

Filing an Application for Abatement
File an Application for Abatement, Form ABT, only 
to dispute one of the following:

w Penalties

w	 Audit assessments

w	 Responsible person determinations

For the fastest response time, file your dispute on-
line at mass.gov/masstaxconnect. If you are not 
required to file electronically or you cannot file on-
line, use Form ABT.

Visit mass.gov/dor/amend for additional informa-
tion about filing an amended return, or filing an 
application for abatement.

Schedule TDS. Inconsistent Filing
Position Penalty
Fill in the oval and enclose Schedule TDS, Tax-
payer Disclosure Statement, if you are disclosing 
any inconsistent filing positions. Schedule TDS is 

available on our website at mass.gov/dor. The in-
consistent filing position penalty (see TIR 06-5, 
section IV) applies to taxpayers that take an in-
consistent position in reporting income. These 
taxpayers must disclose the inconsistency when 
filing their Massachusetts return. If such inconsis-
tency is not disclosed, the taxpayer will be subject 
to a penalty equal to the amount of tax attributable 
to the inconsistency. This penalty is in addition to 
any other penalties that may apply.

A taxpayer is deemed to have taken an inconsis-
tent position when the taxpayer pays less tax in 
Massachusetts based upon an interpretation of 
Massachusetts law that differs from the position 
taken by the taxpayer in another state where the 
taxpayer files a return and the governing law in 
that other state is the same in all material respects 
as the Massachusetts law. The Commissioner 
may waive or abate the penalty if the inconsis-
tency or failure to disclose was attributable to rea-
sonable cause and not willful neglect.

Massachusetts Schedule FCI.
Foreign Corporation Income
Fill in the oval and enclose Schedule FCI (Foreign 
Corporation Income) if the partnership is required 
to complete and file Schedule FCI with Form 3.

All taxpayers with foreign corporation income (in-
cluding GILTI income) must complete Schedule 
FCI. Detailed instructions for completing Schedule 
FCI are available on DOR’s website. See 2021 MA 
Schedule FCI and Instructions.

Schedule DRE. Disclosure of
Disregarded Entity
A partnership that is doing business in Massa-
chusetts (including through the means of activ-
ities conducted by a disregarded entity that such 
partnership owns) and that is also the owner of 
a disregarded entity for any portion of the tax-
able year for which a return is being filed must 
identify each such disregarded entity by filing 
Schedule DRE with its return. A separate Sched-
ule DRE is required for each such disregarded en-
tity. See Schedule DRE instructions for additional 
information.

NEW – Reporting on Form 63D-ELT (Entity 
Level Tax)
For purposes of reporting PTE Excise on Form 
63D-ELT, a partnership will still include in its PTE 
Excise tax base the share of income attributable 
to an entity that is disregarded for tax purposes (if 
such disregarded entity is owned by an individual 
or trust). A partnership as Eligible PTE must dis-
close the identity of the legal or beneficial owner 
of any disregarded entity in its entity-level tax re-
turn (Form 3) so the applicable share of income is 
included in the PTE Excise. For Form 3 purposes, 

the Eligible PTE filer must indicate on its Form 3 
the legal or beneficial owner of each disregarded 
entity so that it can include it in calculating the PTE 
Excise on Form 63D-ELT.

Member of a Lower-Tier Entity
A tiered structure is a pass-through entity that 
has a pass-through entity as a member. (The term 
“pass-through entity” refers to an entity whose in-
come, loss, deductions and credits flow through 
to members for Massachusetts tax purposes, and 
includes all entities treated as partnerships under 
Massachusetts tax law. The term “member” in-
cludes a partner in a partnership and a member of 
a limited liability company treated as a partnership 
in Massachusetts.) As between two entities, the 
pass-through entity that is a member is the upper- 
tier entity, and the entity of which it is a member is 
the lower-tier entity. If the partnership is a mem-
ber of another pass-through entity, it should an-
swer Yes to this question.

Investment Partnership as Defined in
the Pass-Through Entity Withholding
Regulation
An investment partnership, as defined in the Pass- 
Through Entity Withholding regulation, is a part-
nership that meets the following criteria:

w	 Substantially all of the partnership’s assets con-
sist of investment securities, deposits at banks or 
other financial institutions, or office equipment 
and office space reasonably necessary to carry on 
the activities of an investment partnership;

w	 Substantially all of the partnership’s income is 
from interest, dividends, and capital gains; and

w	 The partnership is not engaged in a trade or 
business in Massachusetts.

A partnership that invests only in so-defined in-
vestment partnerships and has no other Massa-
chusetts- source income may also fill in the Yes 
oval. Partnerships that meet these criteria are not 
required to withhold on their partners. See 830 
CMR 62B.2.2(3)(b).

Election to opt out of Federal Centralized
Partnership Audit Regime
Fill in this oval if the partnership elected out of 
the federal centralized partnership audit regime 
for this tax year.

Annual Voluntary Election to pay PTE 
Excise
Fill in the oval if you are making the annual volun-
tary election to pay tax at the entity level pursuant 
to MGL ch 63D. MA Form 63D-ELT must be filed 
by the Eligible PTE if it has made the annual vol-
untary election to pay PTE Excise on its Form 3 
return. Once the election is made for a tax year it is 
irrevocable for that year and is binding on all qual-
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ified members. See Form 63D-ELT instructions for 
further information relating to the PTE Excise.

Note: Members of an electing Eligible PTE must 
report their share of distributive income from the 
PTE on their own returns.  The distributive income 
may not be reduced by the amount of income re-
ported by the electing PTE or by the amount of 
PTE Excise paid by the electing PTE.

Electing Large Partnerships
If a partnership is filing U.S. Form 1065-B, U.S. 
Return of Income for Electing Large Partnerships, 
enter amounts from the lines on Form 1065-B cor-
responding to the line references from U.S. Form 
1065. If there is no equivalent U.S. Form 1065-B 
line reference, enter the requested amount as if it 
had been reported on U.S. Form 1065.

C-Corporate Partnerships
If a partnership is made up entirely of C-corporate 
partners, the partnership need not complete Form 
3, lines 13 through 40. The partnership, however, 
must complete Form 3, lines 1 through 12, lines 
41 through 53 to the extent applicable, and Sched-
ule 3K-1, lines 21 through 35 (see instructions for 
Income Apportionment).

Tax Matters Partner (Massachusetts 
Unified Audit Procedures)
Unless a partnership designates a different Tax 
Matters Partner for Massachusetts tax purposes, 
the Tax Matters Partner for a Massachusetts uni-
fied audit will be the same as the federal Tax Mat-
ters Partner. If the partnership has not designated 
a federal or Massachusetts Tax Matters Partner, 
the Tax Matters Partner will be the general partner, 
managing member, or similar partner with pri-
mary management responsibility; or, if no mem-
ber has primary management responsibility, the 
direct member having the largest profits interest 
in the partnership determined based on the year-
end profits interests reported on the partnership 
return for the taxable year for which the determi-
nation is being made. If designation based on the 
largest profits interest is impracticable, the Com-
missioner will select an interim Tax Matters Part-
ner, pending selection of a Tax Matters Partner by 
the entity, and shall notify Notice Members of the 
selection.

Line instructions
Certain lines are addressed in detail. Those lines 
without specific instructions are considered to be 
self-explanatory. Additional information for com-
pleting Part 2 is available in the instructions for 
U.S. Form 1065 and its accompanying schedules. 

DOR and the Internal Revenue Service (IRS) main-
tain an extensive exchange program routinely 
sharing computer tapes and audit results. Dis-

crepancies between income and deductions re- 
ported federally and on this return, except those 
allowed under state law, will be identified and may 
result in a state audit or further investigation.

Part 1. Massachusetts Information
Line 9. Withholding Amount
Enter the amount withheld by this partnership on 
behalf of its partners.

Line 10. Payments Made With Composite
Return
Enter the payments made by this partnership as 
part of a composite return on behalf of non-resi-
dent partners who are members of this partnership 
or members of upper-tier entities that participate 
in the composite return of this partnership.

Line 11. Credit for Amounts Withheld by
Lower-Tier Entity
Enter the amount withheld on behalf of this part-
nership, and reported to this partnership, by low-
er-tier pass-through entities.

Line 12. Payments Made With a
Composite Filing by Lower-Tier Entity
Enter the amount of composite payments re-
ported to this partnership by lower-tier entities.

Massachusetts Ordinary Income or
Loss
Line 13. Ordinary Income or Loss
Enter the total amount of ordinary income or loss 
from U.S. Form 1065, line 22.

Line 14. Other Income or Loss
If reporting other income or loss from U.S. Form 
1065, Schedule K, line 11, enclose a statement 
and explain. If any income or loss from U.S. Form 
1065, Schedule K, line 11 is granted capital gains 
treatment by the federal government, omit it here 
and include it in lines 33 through 39, as applicable.

Line 15. State, Local and Foreign Income
and Unincorporated Business Taxes or
Excises
Enter total state, local and foreign income and 
unincorporated business taxes or excises. These 
taxes are deductible for U.S. tax purposes, but are 
not deductible in Massachusetts.

Line 17. Section 1231 Gains or Losses
Enter any gains or losses from the sale, exchange 
or involuntary conversion of IRC § 1231 property 
included in line 16 above. These amounts should 
be included in lines 35, 36 and 38 as applicable.

Line 19. Adjustments to Line 18
Report and describe any other adjustments to 
Massachusetts partnership income and deduc-
tions not reported elsewhere on Form 3. Use Line 
19 to make any adjustments to the line 18 sub-

total. Enter the applicable line number from U.S. 
Form 1065 and the amount of the adjustment.

For Massachusetts tax purposes, a partnership is 
allowed only those expense deductions that an in-
dividually owned business is allowed. Deductions 
that are itemized by an individual on Schedule A 
of U.S. Form 1040, are not allowed. The deduction 
for a net operating loss carryover or carryback is 
not allowed to the partnership nor to an individual 
under Massachusetts income tax law.

Also report the deductions for 10% of the costs 
of renovating a qualifying abandoned building lo-
cated in an Economic Opportunity Area. Enclose 
a statement detailing the location and cost of ren-
ovating the qualifying abandoned building. The 
building must be designated as abandoned by the 
Economic Assistance Coordinating Council. For 
further information, contact the Massachusetts 
Office of Business Development, 1 Ashburton 
Place, Room 2101, Boston, MA 02108.

The partnership should also provide each part-
ner with the amount of the partner’s share of the 
deductible costs of renovating a qualifying aban-
doned building. Each partner should use this 
amount to complete the partner’s return. Personal 
income taxpayer use Forms 1 or 1-NR/PY, Sched-
ule E, line 57; or Form 2.

Line 21. Net Income or Loss from Rental
Real Estate Activity(ies)
Enter the net income or loss from rental real estate 
activity from U.S. Form 1065, Schedule K, line 2.

Line 22. Adjustments to US Form 8825
Enter the applicable line number from U.S. Form 
8825 and the amount of the adjustment, if any.

Line 24. Net Income or Loss from Other
Rental Activity
Enter the net income or loss from other rental ac-
tivity from U.S. Form 1065, Schedule K, line 3c.

Line 25. Adjustments to line 24 (Net
income or loss from other rental activities
(from U.S. Form 1065, Schedule K, line
3c)
Enter the applicable line number from U.S. Form 
1065 and the amount of the adjustment, if any.

U.S. Interest, Dividend and Royalty
Income
Line 27. U.S. Interest, Dividend and
Royalty Income, Not Including Capital
Gains
Add U.S. Form 1065, Schedule K, lines 5, 6a and 7 
and enter the total in line 27.

Line 28. Interest on U.S. Debt Obligations
Enter the total amount of interest on U.S. debt 
obligations reported in line 27 which is taxable 
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by the federal government, but is tax-exempt in 
Massachusetts.

Line 29. 5.0% Interest from
Massachusetts Banks
Enter the total amount of interest from Massachu-
setts banks included in line 27. Report any interest 
from Massachusetts savings accounts, savings 
share accounts and NOW accounts. Also report 
any interest from term and time deposits. Enclose 
a statement listing bank sources and amounts.

Line 30. Interest and Dividend Income
Enter the total amount of interest (other than in-
terest from Massachusetts banks) and dividend 
income included in line 27. Do not include inter-
est on U.S. debt obligations, which is taxable by 
the federal government, but is tax-exempt in Mas-
sachusetts. Enclose a statement listing sources 
and amounts.

Line 31. Non-Massachusetts State and
Municipal Bond Interest
Enter the total amount of the partnership’s 
non-Massachusetts state and municipal bond in-
terest. This interest is taxable in Massachusetts, 
but not taxed by the federal government.

Line 32. Royalty Income
Enter the total amount of royalty income included 
in line 27.

Massachusetts Capital Gains and
Losses
If the partnership had any other income or loss 
that is granted capital gains treatment by the fed-
eral government, include that amount in lines 33 
through 39, as applicable.

Line 33. Total Short-Term Capital Gains
Enter the total amount of short-term capital gains 
included in U.S. Form 1065, Schedule D, line 7.

Line 34. Total Short-Term Capital Losses
Enter the total amount of short-term capital losses 
included in U.S. Form 1065, Schedule D, line 7.

Line 35. Gain On the Sale, Exchange
or Involuntary Conversion of Property
Used in a Trade or Business and Held for
One Year or Less
Enter from U.S. Form 4797 the amount of gain 
from the sale, exchange or involuntary conversion 
of property used in a trade or business and held 
for one year or less.

Line 36. Loss On the Sale, Exchange
or Involuntary Conversion of Property
Used in a Trade or Business and Held for
One Year or Less
Enter from U.S. Form 4797 the amount of loss 
from the sale, exchange or involuntary conversion 

of property used in a trade or business and held 
for one year or less.

Line 37. Net Long-Term Capital Gain or
Loss
Enter the net long-term gain or loss from U.S. Form 
1065, Schedule K, line 9a.

Line 38. Long-Term § 1231 Gains and
Losses
Enter the amount of gain or loss under IRC § 1231 
from U.S. Form 1065, Schedule K, line 10 from 
property held more than one year. Also, include 
any amounts included in U.S. Form 4797, Part II 
treated as capital gains or losses for Massachu-
setts purposes.

Line 39. Long-Term Gains on Collectibles
and Pre-1996 Installment Sales
Enter the amount of any long-term gain from col-
lectibles held for more than one year and pre-1996 
installment sales classified as capital gain income 
for Massachusetts purposes.

Collectibles are defined as any capital asset that is 
a collectible within the meaning of IRC § 408(m), 
as amended and in effect for the taxable year, 
including works of art, rugs, antiques, metals, 
gems, stamps, alcoholic beverages, certain coins, 
and any other items treated as collectibles for fed-
eral tax purposes.

Line 40. Differences and Adjustments
Report any adjustments to Massachusetts capital 
gains and losses. Enclose a complete statement 
explaining any such adjustments. For more infor-
mation see Form 1, Schedule D instructions.

Income Apportionment Schedule
Complete the income apportionment schedule 
only if all of the following conditions are met:

w There is one or more corporate or nonresident 
individual partners;.

w There is any income from business activity or 
ownership of any interest in real or tangible prop-
erty in another state; and

w Such business activities provide the other state 
the jurisdiction to levy an income or franchise tax.

The total partnership income is apportioned using 
the three-factor formula provided in MGL ch 63, § 
38(c). For more information regarding the appor-
tionment of income, see 830 CMR 63.38.1 which 
is available on DOR’s website at mass.gov/dor.

The partnership should provide each corporate 
partner with the applicable apportionment factors 
to be used in completing Schedule F of the appli-
cable corporate form.

Line 42. Tangible Property
Line 42a. For tax purposes, average value is 
based on original cost and is determined by aver-

aging the property values at the beginning and end 
of the taxable year. If substantial changes occur 
during the taxable year, the Commissioner may 
require monthly averaging to properly reflect the 
average value of the property.

Line 42b. Property rented is valued at eight 
times the annual rental rate less any sub-rent-
als received.

Line 43. Payroll
Enter the total amount of wages, salaries, or any 
other compensation paid to employees. An em-
ployee’s compensation is apportioned to Massa-
chusetts if any of the following apply:

w The employee’s service is performed within 
Massachusetts;

w The employee’s service is performed both 
in Massachusetts and in other state(s), but the 
non-Massachusetts service is secondary to the 
Massachusetts service;

w Part of the employee’s service is performed in 
Massachusetts, and the service is controlled from 
a base of operations/place of control in Massa-
chusetts; or

w Part of the employee’s service is performed in 
Massachusetts and the base of operations/place 
of control of the service is not in a state in which 
some part of the service is performed, but the em-
ployee lives in Massachusetts.

Line 44. Sales
For the sales factor, enter all gross receipts of the 
partnership with the exception of those receipts 
from interest, dividends and the sale or other dis-
position of securities or the sale of “good will” or 
similar intangible value.

Line 44a. Sales of tangible personal property are 
assigned to Massachusetts if:

w The property is delivered or shipped to any

buyer, including the U.S. government, in Massa-
chusetts; or

w The selling partnership is not taxable in the 
state of the buyer and the property is not sold by 
an agent or agencies chiefly situated at, connected 
with, or sent out from premises for the transaction 
of business owned or rented by the partnership 
outside Massachusetts. A buyer for this item in-
cludes the U.S. government.

Sales of tangible personal property are not as-
signed to Massachusetts if:

w The property is shipped or delivered to a buyer 
in a foreign country; or

w The property is sold to any branch or instru-
mentality of the U.S. government for resale to a 
foreign government.
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Line 44b. Sales of services are assigned to Mas-
sachusetts, if and to the extent the service is deliv-
ered to a location in Massachusetts. See MGL ch 
63, § 38(f) and 830 CMR 63.38.1(9)(d).

Line 44c. Rents from real or tangible property lo-
cated or used in Massachusetts are assigned to 
Massachusetts. Royalties are assigned to Massa-
chusetts if and to the extent the intangible prop-
erty is used in Massachusetts. See MGL ch 63, § 
38(f) and 830 CMR 63.38.1(9)(d).

Line 46. Massachusetts Apportionment
Percentage
Any apportionment factor should not necessarily 
be considered inapplicable if its Massachusetts 
total is 0. If any of the apportionment totals for 
worldwide are less than 3.33% of taxable net in-
come, do not include that factor in your Massa-
chusetts apportionment percentage.

Divide the total apportionment percentage in 
line 45 by 4.

Note: If an apportionment factor is inapplicable, 
divide by the number of times each applicable fac-
tor is used. For example, if only the sales and pay-
roll factors are used, divide by 3 (double-weighted 
sales factor plus the payroll factor) instead of 4.

Line 47b. Other Credits (from Schedule
CMS)
Enter the combined total from Section 1 and 3 of 
the Credit Manager Schedule (Schedule CMS).

Be sure to enclose Schedule CMS with your re-
turn. Failure to do so will delay the processing of 
your return.

The partnership must use Schedule CMS to calcu-
late the partnership’s credits, with the exception of 
the other jurisdiction credit. The partnership must 
report all credits, whether the credit is a non-re-
fundable credit or a refundable credit, in Section 1 
or 3 of Schedule CMS. Section 2 and 4 of Sched-
ule CMS should be left blank.

Part 2. Federal Information
Additional information for completing Part 2 is 
available in the instructions for U.S. Form 1065 
and its accompanying schedules.

Schedule 3K-1. Partner’s
Massachusetts Information
Installment Sales Transactions
An addition to tax applies for taxpayers who have 
deferred the gain, and the tax associated with that 
gain, on certain installment sales. This addition to 
tax is measured by an interest charge on the tax 
that has been deferred. The addition to tax is de-
termined by each partner based on the partner’s 
own situation. The partnership should fill in the 
Yes oval if the partnership participated in one or 

more installment sales transactions that might 
subject the partner to this addition to tax.

Partnerships that have indicated on Schedule 
3K-1 that they are reporting transactions under 
MGL ch 62C, § 32A, identified as IRC § 453A or 
453(l)(2)(B) transactions, must separately com-
municate information to the partner that will en-
able the partner to calculate the addition to tax.

For IRC § 453A transactions, the partnership must 
inform the partner of the partner’s share of the 
aggregate face amount of installment sales trans-
actions arising in and outstanding as of the close 
of the taxable year, and any other information the 
partner may need to calculate the addition to tax. 
The $150,000 and $5,000,000 thresholds apply 
at the level of the individual partner. The partner-
ship must therefore communicate to the partner 
all IRC § 453A installment sale transactions ex-
ceeding $150,000. The applicable percentage is 
the ratio of the aggregate face amount of install-
ment sale obligations arising in and outstanding 
as of the close of the taxable year in excess of 
$5,000,000 to the aggregate face amount of such 
obligations arising in and outstanding at the close 
of the taxable year. The applicable percentage will 
be determined by each partner.

For IRC § 453(l)(2)(B) transactions, the partner-
ship must inform the partner of the partner’s share 
of gain on installment transactions, the date of the 
transactions, and any other information the part-
ner may need to calculate the addition to tax.

Type of Partner
The entity type should be indicated on a separate 
Schedule 3K-1 for each partner. The Partnership 
or other PTE oval should be filled in if the partner 
is a partnership or another type of pass-through 
entity, such as a limited liability corporation treated 
as a partnership for Massachusetts tax purposes. 
The IRA oval should be filled in if the partner is a 
trustee of retirement funds such as Individual Re-
tirement Accounts or other retirement funds. The 
Disregarded entity oval should not be used; if the 
partner is an entity disregarded for income tax 
purposes, report the entity type of the beneficial 
owner (“Individual resident”, “Individual non-res-
ident”, “resident trust or estate”, “S corporation”, 
etc.)  Complete all distributive share items based on 
the entity type of the beneficial owner.

If the partner is a grantor trust, enter the Name, 
Address and Taxpayer Identification number of the 
grantor of the grantor trust in the block reserved for 
the partner’s information on Schedule 3K-1.  Com-
plete Schedule 3K-1 using the grantor’s status for 
“type of partner” and all subsequent lines.

Exempt Organizations (Ch 62 or Ch 63)
The Ch 62 exempt organization oval should be 
filled in if the partner is exempt from federal in-
come tax under IRC § 501 and is treated as a ch 
62 taxpayer in Massachusetts. The Ch 63 ex-
empt organization oval should be filled in if the 
partner is exempt from federal income tax under 
IRC § 501 and is treated as a ch 63 taxpayer in 
Massachusetts.

Status of Partner (Domestic or Foreign)
Fill in to indicate whether the partner is a domestic 
(US) or foreign (non-US) partner as reported on 
US Form 1065, Schedule K-1, Item H1.

Partner’s Distributive Share
A partner’s distributive share of any item of income, 
loss, deduction or credit shall be determined by the 
partnership agreement. If the partnership agree-
ment contains no special provisions with respect 
to the partner’s distributive share of any item of in-
come, loss, deduction or credit, such item shall be 
prorated in accordance with each partner’s ratio of 
sharing income or losses of the partnership.

Note: Although the following instructions focus on 
individual partners, partnerships should also com-
plete lines 1 through 20 for corporate partners. 
These lines should reflect the corporate partner’s 
share of each applicable distributive share item 
on an unapportioned basis. Corporate partners 
subject to apportionment under MGL ch. 63, § 38 
should continue to calculate their own Massachu-
setts source income and loss accordingly, on their 
own returns as appropriate.

Nonresident partner eligible to apportion. 
Enter in lines 1 through 8 and 10 through 20, the 
amount of the partner’s share of each applicable 
distributive share item multiplied by the appor-
tionment percentage in Form 3, Income Appor-
tionment Schedule, line 46.

Income should be apportioned if:

w There is one or more nonresident individual 
partners and;

w There is any income from business activity or 
ownership of any interest in real or tangible prop-
erty in another state; and

w Such business activities provide the other state 
the jurisdiction to levy an income or franchise tax.

All other partners. Enter in lines 1 through 20 the 
amount of the partner’s share of each applicable 
distributive share item.

Line 1. Massachusetts Ordinary Income
or Loss
Enter the amount of the partner’s share of the part-
nership’s Massachusetts ordinary income or loss 
from Form 3, page 2, line 20. For a nonresident 
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partner eligible to apportion, enter the amount of 
the partner’s share of the partnership’s Massachu-
setts ordinary income or loss multiplied by the 
apportionment percentage in Form 3, Income Ap-
portionment Schedule, line 46.

Line 2. Guaranteed Payments to Partners
Enter the guaranteed payments to each partner 
from U.S. Form 1065, Schedule K, line 4. Guar-
anteed payments made to non-resident part-
ners are apportioned as ordinary income of the 
partnership.

Line 3. Separately Stated Deductions and
Exclusions
A partner must report any separately stated de-
ductions and exclusions on the partner’s return. 
Personal income taxpayers report and describe in 
line 3 any other expense that is deductible from 
income taxed at 5.0% and properly reportable on 
Massachusetts Forms 1 or 1-NR/PY, Schedule 
E-2; or Form 2, which is not reported elsewhere 
on Schedule 3K-1. Examples of such deductions 
include oil and gas depletion and the expense de-
duction for recovery property, IRC § 179. An es-
tate or trust may not elect to expense recovery 
property. Report and describe in line 3 the part-
ner’s elective contribution to a qualified CODA 
retirement plan. Each partner should report this 
amount in Forms 1 or 1-NR/PY, Schedule E-2. A 
partner’s distributive share of the federal deduc-
tion for any matching contribution made by the 
partnership is not deductible in Massachusetts. 
See DOR Directive 01-7.

Line 4. Total of Lines 1 through 3
Combine the amounts in lines 1 through 3. The 
line 4 result includes each partner’s share of the 
partnership’s Massachusetts ordinary income and 
any guaranteed payments to the partner (deduct-
ible and capitalized).

The correct Massachusetts amount of the part-
ner’s share of ordinary income and guaranteed 
payments may differ from the comparable U.S. 
total reported on the partner’s return. Personal in-
come taxpayer use Forms 1 or 1-NR/PY, Schedule 
E-2, line 11; or Form 2. Each partner should make 
adjustments in Forms 1 or 1-NR/PY, Schedule E, 
lines 55 and 56, if applicable; or Form 2, to reflect 
the correct Massachusetts amount. Each part-
ner should enclose a statement with the partner’s 
Massachusetts tax return and explain.

The partnership should provide each partner with 
the amount of the partner’s share of any interest 
(other than interest from Massachusetts banks) 
and dividend income and 5.0% interest from Mas-
sachusetts banks included in line 4. Each part-
ner should use these amounts to complete the 
partner’s return. Personal income taxpayer use 
Forms 1 or 1-NR/PY, Schedule E-2, lines 9 and 
10; or Form 2.

Line 5. Credits
The partnership must use Schedule CMS to cal-
culate the partnership’s credits, with the excep-
tion of the other jurisdiction credit. Based on those 
calculations, the partnership should use Line 5 of 
Schedule 3K-1, to provide each partner with the 
amount of each partner’s share of the partner-
ship’s credits, according to the partner’s owner-
ship share. The partner will then include these 
credits on the partner’s Schedule CMS.

The credits are separately listed on the Form 3K-1 
with the exception of the Life Science credits that 
are combined in line 5(l). The Life Science cred-
its may include Life Science (FDA), Life Science 
(ITC), Life Science (Jobs), Life Science (RD) and 
the Life Science Angel Investor Credit. The part-
nership must also provide each partner with any 
required schedules, certificate numbers and/
or other supporting documents related to each 
credit, including information on how the Life Sci-
ence credit was calculated.

Note: Some credits may only be claimed by indi-
vidual partners and/or certain corporate partners. 
See instructions to Schedule CMS, Form 1 and 
Form 355 for more information.

Line 5a. Income Tax Paid to Other
Jurisdictions
Enter the partner’s share of any tax due from the 
partnership to any other state, territory or pos-
session of the United States, or the Dominion of 
Canada or any of its provinces on income taxable 
to the partner in Massachusetts and otherwise al-
lowable as a credit to the individual. The partner-
ship should also provide each such partner with 
the names of each taxing jurisdiction, the amount 
of income and the amount taxed.

This credit is available only to resident partners 
and may be taken on Form 1, line 30, Form 1-NY/
PY, line 34 or where applicable, on Form 2, line 
42. For part-year residents the income that is 
subject to taxation in another state or jurisdiction 
must have been earned during the period of Mas-
sachusetts residency. The credit is not available 
for taxes paid on Massachusetts source income 
earned while a nonresident.

Note: The amount in line 5 is not simply the part-
ner’s share of the amount reported on Form 3, 
page 2, line 15, because the credit for taxes paid 
to other jurisdictions does not include local in-
come taxes paid or taxes paid to nations other 
than Canada.

Line 6. Credit Recapture
If the partnership is required to recapture any 
Economic Opportunity Area Credit, Brownfields 
Credit, Low-Income Housing Credit, Historic Re-
habilitation Credit, or any other credit that requires 
recapture, enter the partner’s share of any recap-
ture as computed on Schedule CRS, Credit Recap-

ture Schedule. This amount should then be used 
by each partner to complete their return.

Line 7. Net Income or Loss from Rental
Real Estate Activity
Enter the partner’s share of the partnership’s net 
rental income or loss from real estate activity from 
Form 3, line 23.

The correct Massachusetts amount of the part-
ner’s share of net income or loss from rental real 
estate activity may differ from the comparable 
U.S. total reported on the partner’s return. Per-
sonal income taxpayer use Forms 1 or 1-NR/PY, 
Schedule E-1, line 24; or Form 2. Each partner 
should make adjustments in Forms 1 or 1-NR/PY, 
Schedule E, line 55; or Form 2, to reflect the cor-
rect Massachusetts amount. Each partner should 
enclose a statement with the partner’s Massachu-
setts tax return and explain.

Line 8. Net Income or Loss from Other
Rental Activity
Enter the partner’s share of the partnership’s net 
rental income or loss from other activity from 
Form 3, line 26.

The correct Massachusetts amount of the part-
ner’s share of net rental income or loss from other 
activity may differ from the comparable U.S. total 
reported on the partner’s return. Personal income 
taxpayer use Forms 1 or 1-NR/PY, Schedule E-1, 
line 24; or Form 2. Each partner should make ad-
justments in Forms 1 or 1-NR/PY, Schedule E, 
line 56; or Form 2, to reflect the correct Massa-
chusetts amount. Each partner should enclose a 
statement with the partner’s Massachusetts tax 
return and explain.

Line 9. Interest on U.S. Debt Obligations
Enter the partner’s share of the partnership’s in-
terest on U.S. debt obligations from Form 3, line 
28. For a nonresident partner eligible to apportion  
enter the partner’s share without apportionment. 
This income is taxable by the federal government, 
but tax-exempt in Massachusetts.

Each partner should include the line 8 total in the 
partner’s return. Personal income taxpayer use- 
Forms 1 or 1-NR/PY, Schedule B, line 6; or Form 
2, Schedule B.

Line 10. 5.0% Interest from
Massachusetts Banks
Enter the partner’s share of the partnership’s 5.0% 
interest from Massachusetts banks from Form 3, 
line 29. For a nonresident partner eligible to ap-
portion, enter the partner’s share of the partner-
ship’s 5.0% interest from Massachusetts banks 
multiplied by the apportionment percentage in 
Form 3, Income Apportionment Schedule, line 46.

Each partner should include the line 9 total in 
Form 1, line 5; Form 1-NR/PY, line 7; or Form 2. 

Each nonresident partner whose income is ap-
portioned should receive from the partnership the 
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amount of the partner’s pre-apportionment share 
of 5.0% interest from Massachusetts banks. Each 
nonresident individual whose income is appor-
tioned should include this amount in Form 1-NR/
PY, Schedule B, line 5. This amount should be 
used instead of any amount from Form 1-NR/PY, 
line 7 because the partner’s full distributive share 
of such income is included in the U.S. amount 
reported in Schedule B, line 1. Each nonresi-
dent trust or estate whose income is apportioned 
should include its pre-apportionment share of 
5.0% interest from Massachusetts banks in Form 
2, Schedule B, line 6, instead of any amount from 
Form 2, line 16.

Line 11. Interest and Dividend Income
Enter the partner’s share of the partnership’s in-
terest (other than interest from Massachusetts 
banks) and dividend income from Form 3, line 
30. For a nonresident partner eligible to appor-
tion, enter the partner’s distributive share of the 
partnership’s interest (other than interest from 
Massachusetts banks) and dividend income mul-
tiplied by the apportionment percentage in Form 
3, Income Apportionment Schedule, line 46.

The correct Massachusetts amount of the part-
ner’s share of interest (other than interest from 
Massachusetts banks) and dividend income may 
differ from the comparable U.S. total reported on 
the partner’s Forms 1, 1-NR/PY or 2, Schedule B, 
lines 1 and 2. Each partner should make adjust-
ments in Form 1 and 1-NR/PY, Schedule B, line 6; 
or Form 2, Schedule B, line 7 to reflect the correct 
Massachusetts amount. Each partner should en-
close a statement with the partner’s Massachu-
setts tax return and explain.

Line 12. Non-Massachusetts State and
Municipal Bond Interest
Enter the partner’s share of the partnership’s 
non-Massachusetts state and municipal bond 
interest. For a nonresident partner eligible to ap-
portion, enter the partner’s distributive share of 
the partnership’s non-Massachusetts state and 
municipal bond interest multiplied by the appor-
tionment percentage in Form 3, Income Appor-
tionment Schedule, line 46. This income is not 
taxed by the federal government, but is taxable in 
Massachusetts.

Each partner should include the line 11 total in 
the partner’s return. Personal income taxpayer 
use Forms 1, 1-NR/PY, or 2, Schedule B, line 3.

Line 13. Royalty Income
Enter the partner’s share of the partnership’s roy-
alty income.

For a nonresident partner eligible to appor-
tion, enter the partner’s distributive share of the 
partnership’s royalty income multiplied by the 
apportionment percentage in Form 3, Income Ap-
portionment Schedule, line 46.

The correct Massachusetts amount of the part-
ner’s share of royalty income may differ from the 
comparable U.S. total reported on the partner’s 
return. Personal income taxpayer use Forms 1 or 
1-NR/PY, Schedule E-1, line 24; or Form 2, Sched-
ule E, line 1a. Each partner should make adjust-
ments in Forms 1, 1-NR/PY, Schedule E, line 56; 
or Form 2, Schedule E, line 2, to reflect the cor-
rect Massachusetts amount. Each partner should 
enclose a statement with the partner’s Massachu-
setts tax return and explain any adjustments.

Line 14. Short-Term Capital Gains
Enter the partner’s share of the partnership’s 
short-term capital gain from Form 3, line 33. For 
a nonresident partner eligible to apportion, enter 
the partner’s share of the partnership’s short-term 
capital gain multiplied by the apportionment per-
centage in Form 3, Income Apportionment Sched-
ule, line 46.

The correct Massachusetts amount of the part-
ner’s share of short-term capital gain may differ 
from the comparable U.S. total reported on the 
partner’s return. Personal income taxpayer use 
Forms 1, 1-NR/PY, or 2, Schedule B. Each partner 
should make adjustments in Forms 1 or 1-NR/PY, 
Schedule B, line 10, or Form 2, Schedule B, line 
12, to reflect the correct Massachusetts amount. 
Each partner should enclose a statement with the 
partner’s Massachusetts tax return and explain 
any adjustments.

Line 15. Short-Term Capital Losses
Enter the partner’s share of the partnership’s 
short-term capital loss from Form 3, line 34. For 
a nonresident partner eligible to apportion, enter 
the partner’s share of the partnership’s short-term 
capital loss multiplied by the apportionment per-
centage in Form 3, Income Apportionment Sched-
ule, line 46.

The correct Massachusetts amount of the part-
ner’s share of short-term capital loss may differ 
from the comparable U.S. total reported on the 
partner’s return. Personal income taxpayer use 
Forms 1, 1-NR/PY or 2, Schedule B. Each partner 
should make adjustments in Forms 1 or 1-NR/PY, 
Schedule B, line 16, or Form 2, Schedule B, line 
18, to reflect the correct Massachusetts amount. 
Each partner should enclose a statement with the 
partner’s Massachusetts tax return and explain 
any adjustments.

Line 16. Gain on the Sale, Exchange or
Involuntary Conversion of Property Used
in a Trade or Business and Held for One
Year or Less
Enter the partner’s share of the partnership’s gain 
on the sale, exchange or involuntary conversion 
of property used in a trade or business and held 
for one year or less from Form 3, line 35. For a 
nonresident partner eligible to apportion, enter 

the partner’s share of the partnership’s gain on 
the sale, exchange or involuntary conversion of 
property used in a trade or business and held for 
one year or less multiplied by the apportionment 
percentage in Form 3, Income Apportionment 
Schedule, line 46.

The correct Massachusetts amount of the part-
ner’s share of gain on the sale, exchange or invol-
untary conversion of property used in a trade or 
business and held for one year or less may differ 
from the comparable U.S. total reported on the 
partner’s return. Personal income taxpayer use 
Forms 1, 1-NR/PY or 2, Schedule B. Each partner 
should make adjustments in Forms 1 or 1-NR/PY, 
Schedule B, line 12, or Form 2, Schedule B, line 
14, to reflect the correct Massachusetts amount. 
Each partner should enclose a statement with the 
partner’s Massachusetts tax return and explain 
any adjustments.

Line 17. Loss on the Sale, Exchange or
Involuntary Conversion of Property Used
in a Trade or Business and Held for One
Year or Less
Enter the partner’s share of the partnership’s loss 
on the sale, exchange or involuntary conversion 
of property used in a trade or business and held 
for one year or less from Form 3, line 36. For a 
nonresident partner eligible to apportion, enter 
the partner’s share of the partnership’s loss on 
the sale, exchange or involuntary conversion of 
property used in a trade or business and held for 
one year or less multiplied by the apportionment 
percentage in Form 3, Income Apportionment 
Schedule, line 46.

The correct Massachusetts amount of the part-
ner’s share of loss on the sale, exchange or invol-
untary conversion of property used in a trade or 
business and held for one year or less may differ 
from the comparable U.S. total reported on the 
partner’s return. Personal income taxpayer use 
Forms 1, 1-NR/PY or 2, Schedule B. Each partner 
should make adjustments in Forms 1 or 1-NR/PY, 
Schedule B, line 17, or Form 2, Schedule B, line 
19, to reflect the correct Massachusetts amount. 
Each partner should enclose a statement with the 
partner’s Massachusetts tax return and explain 
any adjustments. 

Line 18. Long-Term Capital Gain or Loss
Enter the partner’s share of the partnership’s 
longterm capital gain or loss from Form 3, line 
37. For a nonresident partner eligible to appor-
tion, enter the partner’s share of the partnership’s 
long-term capital gain or loss multiplied by the 
apportionment percentage in Form 3, Income Ap-
portionment Schedule, line 46.

The correct Massachusetts amount of the part-
ner’s share of long-term capital gain or loss may 
differ from the comparable U.S. total reported on 
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the partner’s return. Personal income taxpayer 
use Forms 1, 1-NR/PY or 2, Schedule D. Each 
partner should make adjustments in Forms 1 or 
1-NR/PY, Schedule D, line 10, or Form 2, Sched-
ule D, line 9, to reflect the correct Massachusetts 
amount. Each partner should enclose a statement 
with the partner’s Massachusetts tax return and 
explain any adjustments.

Line 19. Long-Term IRC § 1231 Gains or
Losses
Enter the partner’s share of the partnership’s 
longterm IRC § 1231 gain or loss (not included 
in line 17) from Form 3, line 38. For a nonresident 
partner eligible to apportion, enter the partner’s 
share of the partnership’s long-term IRC § 1231 
gain or loss multiplied by the apportionment per-
centage in Form 3, Income Apportionment Sched-
ule, line 46.

The correct Massachusetts amount of the part-
ner’s share of long-term IRC § 1231 gain or loss 
may differ from the comparable U.S. total re-
ported on the partner’s return. Personal income 
taxpayer use Forms 1, 1-NR/PY or 2, Schedule D. 
Each partner should make adjustments in Forms 
1 or 1-NR/PY, Schedule D, line 10, or Form 2, 
Schedule D, line 9, to reflect the correct Massa-
chusetts amount. Each partner should enclose a 
statement with the partner’s Massachusetts tax 
return and explain any adjustments.

Line 20. Long-Term Gains on Collectibles
and Pre-1996 Installment Sales
Enter the partner’s share of the partnership’s 
long-term gains on collectibles and pre-1996 in-
stallment sales classified as capital gains for Mas-
sachusetts purposes from Form 3, line 39. For a 
nonresident partner eligible to apportion, enter 
the partner’s share of the partnership’s long-term 
gains on collectibles and pre-1996 installment 
sales multiplied by the apportionment percent-
age in Form 3, Income Apportionment Sched-
ule, line 46.

The correct Massachusetts amount of the part-
ner’s share of long-term gains on collectibles and 
pre-1996 installment sales may differ from the 
comparable U.S. total reported on the partner’s 
return. Personal income taxpayer use Forms 1, 
1-NR/PY or 2, Schedule D. Each partner should 
make adjustments in Forms 1 or 1-NR/PY, 
Schedule D; or Form 2, Schedule D. Each partner 
should report the correct Massachusetts amount 
in Forms 1 or 1-NR/PY, Schedule D; or Form 2, 
Schedule D. Each partner should enclose a state-
ment with the partner’s Massachusetts tax return 
and explain any adjustments.

Corporate Partner Information 
For Corporate Partner Only
Complete lines 22 through 24 for corporate part-
ners only. For all other partners, skip to line 25. 
Lines 22 through 24 isolate income and deduc-
tion items where there are differences between 
Massachusetts and federal tax treatment. The in-
formation provided in lines 22 through 24 should 
be used by each corporate partner to complete 
Schedule E of the appropriate corporate return, 
supplementing other information on the cor-
porate partner that is derived from U.S. Forms 
1065 and 1120.

Provide each corporate partner with the appor-
tionment factors in Form 3, lines 42 through 44 
to assist each corporate partner in completing 
Schedule F of the appropriate corporate return. A 
corporate partner’s distributive share of any item 
of income, loss, deduction or credit is determined 
by the partnership agreement. If the partnership 
agreement contains no provision with respect to 
the partner’s distributive share of any item of in-
come, loss, deduction or credit, such item shall be 
prorated in accordance with each partner’s ratio of 
sharing income or losses of the partnership.

Line 22. State and Municipal Bond
Interest
Enter the corporate partner’s share of the partner-
ship’s state and municipal bond interest. This in-
come is not reported in U.S. net income, but is 
taxable in Massachusetts. Each corporate partner 
should include the line 22 total in Form 355, 355U 
or 355S, Schedule E.

Line 23. Foreign, State or Local Income,
Franchise, Excise or Capital Stock Taxes
Enter the corporate partner’s share of the partner-
ship’s foreign, state or local income, franchise, 
excise or capital stock taxes. These taxes are de-
ducted from U.S. net income, but not deductible 
in Massachusetts. Each corporate partner should 
include the amount in line 23 on Form 355, 355U 
or 355S, Schedule E.

Line 24. Other Adjustments
Enter each corporate partner’s share of any other 
adjustments to Massachusetts partnership in-
come that reflect differences between Massa-
chusetts and federal tax treatment of corporate 
partner income and deductions. The partnership 
should provide each corporation with the amount

of the difference between the Massachusetts de-
preciation allowance and the federal “bonus” de-
preciation allowance. The partnership should also 
provide each corporate partner with the amount 
of the partner’s share of the costs of renovating 
a qualifying abandoned building. Each corporate 
partner should use the line 24 amount in Forms 
355, 355U or 355S, Schedule E.

Line 27. Net Income for the Year
Line 27 must include all income subject to taxa-
tion to resident and nonresident partners. Line 27 
must include all line 26 income plus all income 
not subject to taxation and must reflect unallow-
able deductions.

Pass-Through Entity Payment and Credit
Information
Note: Partnerships that answered Yes to line 4 of 
Form 3 (i.e., publicly traded partnerships) should 
not complete the Pass-Through Entity Payment 
and Credit Information section. In addition, in-
vestment partnerships, as defined in 830 CMR 
62B.2.2(2), or partnerships that only invest in 
investment partnerships and have no other Mas-
sachusetts- source income, are exempt from the 
pass-through entity withholding requirements 
and should not complete the Pass-Through Entity 
Payment and Credit Information section.

Declaration Election Code
Indicate in this section how the partner will meet 
its Massachusetts tax obligation. Fill in the Com-
posite oval if the partnership is filing a composite 
return on behalf of the partner, or if a lower-tier 
pass-through entity has filed a composite return 
on behalf of the partner. Fill in the the Member 
self-file oval if the partner has indicated to the 
partnership (by filling in ovals for Part 1 (Individ-
ual certification), lines 1 or 3; or Part 2 (Organi-
zation certification), lines 2 or 3 of Form PTE-EX) 
that the partner is a resident or will be filing its 
own return. For more information about Form 
PTE-EX, see the Guide for Pass-Through Entities.

Fill in the Exempt PTE oval if the partner has indi-
cated to the partnership (by filling in the oval for 
Part 2 (Organization certification), line 4 of Form 
PTE-EX) that the partner is a pass-through entity 
of which all members are exempt from withhold-
ing. Select “Insurance company” if the partner 
has indicated to the partnership (by filling in the 
oval for Part 2 (Organization certification), line 6 
of Form PTE-EX) that the partner is an insurance 
company. Select Non-profit if the oval for Part 2 
(Organization certification), line 1 of Form PTE-EX 
has been filled in. Select Exempt corporate lim-
ited partner if the ovals for Part 2 (Organization 
certification), lines 7 and 8 of Form PTE-EX have 
been filled in. If the partner has not made a decla-
ration to the partnership that the partner is exempt 
from withholding, select the Withholding oval.

Line 37. Withholding Amount
If the Withholding oval has been filled in, indicate 
the amount of Massachusetts tax that the partner-
ship withheld on the partner’s distributive share 
and paid for the year on the partner’s behalf.
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Line 38. Payments Made in a Composite
Filing
If the Composite oval has been filled in and the 
partnership itself made tax payments on behalf 
of the partner, the partnership should indicate the 
payments that the partnership made on behalf of 
the partner. This amount should be the partner’s 
share of the amount entered on line 14 of the Form 
MA NRCR, Massachusetts Nonresident Compos-
ite Return. This amount is informational only and 
is not to be used by the partnership or the partner 
for any other purpose.

Line 39. Credit for Amounts Withheld by
Lower-Tier Entity
If the partnership is a member of one or more low-
er-tier entities, and amounts were withheld for the 
partnership by one or more of those entities, the 
partnership should indicate how much of the total 
amount withheld by all lower-tier entities of which 
the partnership is a member should be allocated 
to this partner. 

If the partnership is a member of more than one 
lower-tier entity, enclose a statement listing the 
amount withheld and the Payer Identification 
Number of each entity.

Line 40. Payments Made With a
Composite Filing by Lower-Tier Entity
If the partnership is a member of one or more 
lower-tier entities, and composite returns with 
tax payments were made on behalf of this partner 
by one or more of those entities, the partnership 
should indicate the amount of payments made on 
behalf of this partner. The amount should be the 
partner’s share of the amount entered on line 13 of 
the Form MA NRCR, Massachusetts Nonresident 
Composite Return. This amount is informational 
only and is not to be used by the partnership or 
the partner for any other purpose.

Line 41. Partner’s Share of Chapter 63D 
Refundable Credit (PTE Excise Credit)
A partnership making the annual voluntary elec-
tion in its Form 3 return to pay entity-level taxes 

under MGL ch 63D must determine and report the 
separate amount of PTE Excise Credit available to 
each partner that is a resident or nonresident part-
ner having qualified taxable income subject to the 
MGL ch 63D entity-level tax (a qualified member).

How is the Partnership’s PTE Excise tax 
calculated? 
When an Eligible PTE makes a ch 63D election, the 
total ch 63D Qualified Taxable Income and ch 63D 
tax due is calculated and reported by the electing 
Eligible PTE on Form 63D-ELT. See Form 63D-ELT 
instructions for further information relating to eli-
gibility for and reporting of the PTE Excise.

How is each Partner’s PTE Excise Credit 
calculated? 
The PTE Excise Credit is separately calculated and 
reported on the MA Schedule 3K-1 of each eligible 
qualified member. An eligible qualified member is: 

w An individual resident

w An individual non-resident

w A resident trust or estate

w A non-resident trust or estate; or

w A ch 62 exempt organization with unrelated tax-
able business income

Note: If the partner in a partner ship is a disre-
garded entity, enter the legal or beneficial owner of 
the disregarded entity on Schedule 3K-1.

If trust partner is a pass-through entity. If the 
partner for whom the Schedule 3K-1 has been re-
ported is a trust, fill in this oval if the trust partner 
is a pass-through entity.

Total qualified income subject to 5.0% 
entity-level tax
Separate tax calculation for each partner that 
is a qualified member (Schedule 3K-1, lines 
41a through 41d).
The ch 63D tax with respect to the income of each 
partner that is a qualified member is calculated on 
Schedule 3K-1, lines 41a through 41d. Enter this 
information in the following manner:

Line 41a: Total of ordinary income or loss, inter-
est, and dividend income: is the sum of the follow-
ing lines on Schedule 3K1: (Schedule 3K-1 line 4, 
lines 7 through 13 and line 21).  Do not enter less 
than 0.  Guaranteed payments are included in the 
tax base.  

Line 41b: Net gain or loss from the sale of cap-
ital assets is the sum of the amounts on Sched-
ule 3K-1, lines 14 through 20).  Do not enter less 
than zero.  

Line 41c:  Total Partner’s income subject to 5% 
entity-level tax is the sum of 41a and 41b.

Line 41d:  Partner’s Share of tax due under ch 63D 
is 5% of the amount on line 41c.

Note: The ch 63D tax liability for a partnership that 
is an electing Eligible PTE is the total sum of the 
separately calculated amounts reported on line 
41d of each qualified member’s Schedule 3K-1.

Partner’s 90% PTE Excise Credit amount 
(Schedule 3K-1, line 41e).
The partner’s 90% refundable PTE Excise Credit is 
reported on Schedule 3K-1 line 41e:

Line 41e: Partner’s refundable credit is 90% of the 
amount reported on line 41d.

Note: Amounts reported on lines 41a through 
41e should be 0 if the partner is not a quali-
fied member.


