
20
Fe

 

Those 

For
Pho
From
 

Tax
If yo
to th
 

Inco
The
proc
thes
then
Cate
 

Pub
To v
and 
Pub
 

 

Wh
 

This
imp
to p
prog
“Am
 

Use
und
Rep
gain
und
requ
 

Do 
orig
chec
all o
for t
 

Rec
 

Eve
subs
docu
GTR
abou
 

Part
part
165
(No
part
their
for t

019 Arizon
ederal Imp
r information o
oenix  
m area codes 52

x forms, instruc
ou need tax form
he department’s

ome Tax Proce
ese instructions 
cedures and rul
se, go to our we
n click on Lega
egory from the d

blications 
view or print th

d click on Rep
blications. 

G

ho May Use F
s form is for u

puted underpaym
participate in th
gram, do NOT 
mended” box to 
e this form to
derpayment issu
port to Arizona
n, loss or de
derpayment wa
uired to be made
NOT use this

ginal Form 165
ck the box labe
other changes to
taxable year 201

cords 
ery partnership
stantiating infor
uments for i
R 96-1, Electro
ut record retenti
tnerships passin
tners should co
PA Schedule 

otice). File a cop
tnership's Form 
ir completed No
the partnership's

na Partne
puted Un

or help, call one
  

20 and 928, toll-

ctions, and othe
ms, instructions

s website at www

edures and Rul
may refer to 

lings for more i
ebsite and click 
al Research and
drop down men

he department’s 
ports & Legal

General Ins

Form 165PA 
use by partnersh
ment assessmen
he federal impu

use this form, 
report federal c

o report the re
ued by the Inte
a the adjustmen
eduction on 

as based and 
e.  Do not includ
s form to repor
 for taxable ye

eled “Amended”
o the partnershi
19.   

p should ma
rmation reported
inspection. Se
onic Data Proc
ion requirement
ng through the 
omplete three c

K-1 or Form
py of each partn

m 165PA. Provid
otice.   Retain a 
s records. 

ership Ad
nderpaym
e of the number

 (6
-free (800) 352-4

er tax informat
s, and other tax 
w.azdor.gov. 

lings 
the departmen

information.  T
on Reports & L

d select a Docu
nus. 

publications, go
l Research.  

structions 

hips that were i
nt.  Partnerships 
uted underpaym

use Form 165
changes.   
esult of the f
ernal Revenue 

nts to items of 
which the fe
any correlativ

de changes to fe
rt any other ch
ear 2019.  Use 
” to file an ame
ip’s Arizona inc

aintain books 
d on the return 

ee the depart
cessing, for mo
ts. 

Arizona adjus
copies of each 
m 165PA Sche
ner’s completed 
de all partners 
copy of each co

djustmen
ment Asse

rs listed: 
602) 255-3381 
4090 

tion 
information, go

nt’s income tax
To view or print

Legal Research
ument Type and

o to our website
Then click on

issued a federal
that elected not

ment assessment
5 and check the

federal imputed
Service (IRS)
income, or the

ederal imputed
ve adjustments
ederal credits.   
hanges to your
Form 165 and

ended return for
come tax return

and records
and keep those

tment’s ruling
ore information

stments to their
partner’s Form

edule K-1(NR)
Notice with the
with a copy of

ompleted Notice

nt -  
essment 

 

o 

x 
t 
h 
d 

e 
n 

l 
t 
t 
e 

d 
.  
e 
d 
s 

r 
d 
r 
n 

s 
e 
, 
n 

r 
m 
) 
e 
f 
e 

 

NOT
year 
reside
 

Use F
nonre
partn
corpo
 

Roun
 

Partn
50 ce
round
 

Exam
 

Partn
has n
incom
federa
$4,90
 

Partn
has n
taxab
federa
is an 
to ($1
 

Partn
no A
incom
federa
an Ar
($38.

Pena
 

A. La
 

A retu
penal
exten
to the
the am
perio
of th
maxim
 

B. La
 

The l
on a 
penal
fracti
10% 
 

NOT
you v
when
appro
addit
penal
 

 T
 T

d
 

TE: Use Form 1
resident individ

dent trust partner
Form 165PA Sc
esident estate 
nerships that a
orate partners. 

nding Dollar 
nerships must ro
ents or more, rou
d down. 

mples:   
nership A (A) re
no Arizona addit
me.  Its apporti
ral taxable incom
04.31.  Partners
nership W (W) r
no Arizona add
ble loss.  It app
ral loss of ($27,

Arizona loss of
161.00).   
nership Z (Z) rep

Arizona addition
me.  Its apport
ral loss of ($500
rizona loss of (
00).   

alties and Inte
ate Filing Pena
turn filed after th
lty unless the 
nsion. A return f
e late filing pen
mount of tax req

od is each month
he return and t
mum penalty is

ate Payment Pe
late payment pe
return that is n

lty is 0.5% (.0
ion of a month 
of the unpaid ta

TE:  For taxable
voluntarily file F
n you file the re
opriate amende
tional tax, the d
lty.   Exceptions

The taxpayer is 
The amended re
department. 

165PA Schedule
dual partners, 
rs.   
chedule K-1(NR)

partners, n
are partners i

Amounts 
ound amounts t
und up to the ne

eports federal ta
itions to, or subt
tionment ratio i
me by the appo
ship A rounds th
reports a federa
ditions to, or s

portionment rati
000) by the app
f ($160.54).  Pa

eports a federal 
ns to, or subtra
tionment ratio 
0) by the appor
($37.50).  Partn

erest 
alty  
he original due d

taxpayer has 
filed after its ext

nalty. The late fi
quired to be sho
h or fraction of a
the date the ta
s 25% of the tax 

enalty  
enalty is charged
not paid by the
005) of the un
h that the tax re
ax.  

e years beginnin
Form 165PA an
eturn, or your p
ed return(s) an
department will
s are: 

under audit by 
return was filed 

Arizo
1

e K-1 for all resi
resident estate 

R) for all nonres
nonresident tr
in the partner

to the nearest w
ext dollar. If less

axable income 
tractions from, f
is .326954.  A 

ortionment ratio
he result to $4,90
al taxable loss of
subtractions fro
io is .005946.  
portionment rat

artnership W rou

taxable loss of 
actions from, fe
is .075000.  Z
rtionment ratio.
nership Z round

date is subject to
a valid federa

tended due date
iling penalty is 4
own on the retur
a month betwee

axpayer filed th
found to be rem

d on any amoun
e due date. The
npaid tax for e
emains unpaid, 

ng after Decemb
nd pay the add
partners volunt
nd pay their p
l not assess the

the department.
on demand or 

 

na Form 
65PA 
ident and part-
partners, and 

ident partners, 
rust partners, 
rship, and all 

whole dollar. If 
s than 50 cents, 

of $15,000.  A 
federal taxable 
multiplies the 

o.  The result is 
04.00.   
f ($27,000).  W 
om, its federal 
W multiplies it 
tio.  The result 
unds the result 

f ($500).  Z has 
federal taxable 
Z multiplies its 

  The result is 
ds the result to 

o the late filing 
al or Arizona 
e is also subject 
4.5% (.045) of 
rn. The penalty 
en the due date 
he return. The 
maining due. 

nt shown as tax 
e late payment 
each month or 

not to exceed 

ber 31, 2016, if 
ditional tax due 
tarily file their 
portion of the 
e late payment 

t. 
request by the 



    Arizona Form 165PA 

2 
 

 

 

NOTE: Penalties will be assessed from the IRS date of final 
determination plus 90 days. (The Arizona due date on Form 
165PA, Part 1, line B.)   
 

 

C. Interest  
 

The department charges interest on any portion of the tax not 
paid by the due date. The department compounds interest 
annually and applies it in the same manner and at the same 
time as the IRS. The Arizona rate of interest for both 
underpayments and overpayments for all taxpayers is the 
federal underpayment rate. 
 
 

NOTE:  Interest will be assessed from the due date of the 
original Form 165 to the payment date.  The due date is the 
15th day of the 3rd month following the close of the taxable 
year.    
 

On January 1 of each year, any interest outstanding as of that 
date is added to the principal amount of the tax. It is then a 
part of the principal amount of the tax and accrues interest 
until paid. 
 

Payment of Tax 
 

Make checks payable to the Arizona Department of 
Revenue.  Mail your check to the address on the bottom of 
Form 165PA. 
 
 

Specific Instructions 
 

For calendar year filers, check the box, “calendar year 
2019.”  For fiscal year filers, check the box, “fiscal year” 
and enter the beginning and ending dates for the fiscal year.   
 

Type or print the required information in the name, address, 
and information boxes on the top of page 1. If the 
partnership has a foreign address, enter the information in 
the following order: city, province or state, and country. 
Follow the country’s practice for entering the postal code. 
Do not abbreviate the country’s name.  
 

Enter the partnership's employer identification number (EIN.  
Partnerships that fail to include their EIN may be subject to a 
penalty. 
 

Part 1 – Required Information 
 

Line A –  
 

Enter the date the IRS made its final determination. 
 

Line B –  
 

Add 90 days to the date on Line A.  (The 90-day period 
begins on the day after the date the IRS makes its final 
determination.) This is the Arizona due date for Arizona 
Form 165PA.   
 

NOTE:  If the Arizona due date falls on a Saturday, Sunday, 
or a legal holiday, the return is considered timely filed if it is 
post-marked the next business day.  See the department’s 
ruling, GTR 16-2, Timely Filing of Income or Withholding 
Tax Return – Holidays and Weekends, for additional 
information. 

 

EXAMPLE:  ABC Partnership (ABC) is audited by the IRS 
for its calendar year end 12/31/2019.    The federal imputed 
underpayment is finalized on August 31, 2020. 
 
 

ABC adds 90 days to the date its federal imputed 
underpayment was finalized - the result is November 29, 
2020.  The due date for ABC to submit its Arizona Form 
165PA is November 29, 2020.  If it chooses to pass the 
Arizona partnership adjustment through to its partners, it 
must also provide the 165PA, Schedule(s) K-1 and K-1(NR) 
to the department and to each partner by that same date, 
November 29, 2020.  
 

Line C –  
 

Check the box corresponding to how the federal tax was 
resolved: 

 Check box C1 if the federal tax was paid by the 
partnership.  The partnership must pay the Arizona tax 
due.  Complete this form and file it to the department.   

 Check box C2 if the federal tax was passed through to 
the partners.  Answer the questions on line D.  

 

Line D –  
 

If box C2 is checked, will this return be filed with the 
department by the Arizona due date on line B, and will all 
Form(s) 165PA Schedule K-1s and 165PA Schedule K-
1(NR)s be provided to the department and to the partners by 
that same date?   
 
 

NOTE: If this return is being filed after the date on line B, 
you must check the box on line D2 and pay the Arizona tax 
due. 
 

 Check box D1 if the answer to the question on line D is 
“Yes.”  If box D1 is checked, the partnership shall pass 
through the Arizona adjustment to its partners.   
o Complete Parts 2, 4, and 5 of this form.   
o Prepare the appropriate Form(s) 165PA Schedule 

K-1 and/or Form(s) 165PA Schedule K-1(NR) for 
the department, the partners, and for the 
partnership’s records.   

o Provide a completed copy of the appropriate 
Form 165 PA Schedule K-1, or Form 165PA 
Schedule K-1(NR) to each partner.   

o Mail this completed form to the department, 
include a completed copy of each Form 165PA 
Schedule K-1, and/or Form 165PA Schedule K-
1(NR).   

 Check box D2 if the answer to the question on line D2 
is “No.”  If box D2 is checked, the partnership must pay 
the Arizona tax due.  Complete this form and mail it to 
the department. 

 

Part 2 – Arizona Partnership Adjustment 
 

NOTE:  Report only the adjustments to income or the gain, 
loss or deduction on which the federal imputed 
underpayment assessment was based.  Do NOT include the 
adjustments made on the federal imputed underpayment 
assessment with amounts previously reported on an original, 
or amended, Form 165.   
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Example #2 –  
 

Partnership S (S) received a federal imputed underpayment assessment (audit) indicating audit adjustments to income of $150,000 
(there were no changes to federal credits).  S reports this increase to income on Part 2, line 1 of its Form 165PA.   
 

In analyzing the Arizona additions and subtractions, S finds the audit changed $25,000 of interest income from US Interest to Non 
AZ Muni Interest.  S also over-reported its interest income by $7,000 in income from US T Bills due to a timing difference.   
 

Using a separate worksheet, S makes the following changes to its originally reported Arizona taxable income by completing Form 
165PA as follows: 
 S increases its “As Reported” Non AZ Muni Income by $25,000 
 S decreases its “As Reported” US Interest Income by $32,000 ($25,000 in income that should have been reported as Non 

Arizona Municipal Interest Income, and $7,000 in US Interest Income that was reported prematurely).   
 

 
 
The change in net Arizona additions and subtractions is a positive $57,000 [$25,000 – (-$32,000)].  S reports the net positive 
change on Part 2, line 2 of Form 165PA.    
 

 
 

Line 5 –  
 

Subtract line 4 from line 3.  Enter the difference.  This is 
your net Arizona adjustment to items of income or the gain, 
loss or deduction of your partnership – the “Arizona 
Partnership Adjustment.”   
 

 If the amount on line 5 is greater than zero and either 
box C1 or D2 is checked, continue to Part 3. 

 All others, complete and mail the appropriate notices to 
the partners (Form 165PA Schedule(s) K-1 and/or 
Form 165PA Schedule(s) K-1(NR). Do not complete 
Part 3.  Complete Parts 4 and 5. File this form, including 
copies of the notices sent to the partners.   

 

NOTE: If the amount on line 5 is zero, notices to the 
partners are not necessary.   
 

Part 3 – Calculation of the Partnership’s Tax 
Liability 
 

If line 5 is greater than zero and either box C1 or box D2 is 
checked, complete Part 3.  Otherwise, skip to Part 4. 
 

Line 6 –  
 

Enter the amount from line 5.   

 
 

Line 7 –  
 

Enter all nonapportionable or allocable amounts included in 
line 6. 
 

NOTE: Apportionable income, or "Business income," under 
the transactional and functional tests means income arising 
from transactions and activity in the regular course of the 
taxpayer's trade or business, and includes income from 
tangible and intangible property if the acquisition, 
management, and disposition of the property constitute 
integral parts of the taxpayer's regular trade or business 
operations. Refer to Arizona Revised Statutes (A.R.S.) 
§ 43-1131(1).  
 

Nonapportionable income, or "Nonbusiness income," means 
all income other than business income. Refer to 
A.R.S. § 43-1131(4).   
 

Nonbusiness income is nonapportionable and specifically 
allocable to a particular state.   
 

Line 8 –  
 

Subtract line 7 from line 6.  Enter the difference.  This is the 
amount subject to apportionment. 
  

Corrected As Reported Net Change

Additions:

Federal Depreciation 50,000              50,000              -                        

Non AZ Muni Interest 90,000              65,000              25,000              

A Total Additions 140,000          115,000          25,000            

Subtractions:

AZ Re-Calculated Depreciation 65,000              65,000              -                        

US Interest 83,000              115,000            (32,000)             

B Total Subtractions 148,000          180,000          (32,000)           

C Net Additions (Subtractions) {A - B = C} (8,000)              (65,000)           57,000             
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Line 9 –  
 

Enter the partnership’s Arizona apportionment ratio.   
 

NOTE: See the instructions for Form 165, pages 7 through 
10, for information on calculating the partnership’s Arizona 
apportionment ratio.   
 

Generally, this will be the Arizona apportionment ratio from 
the partnership’s originally filed Form 165, Schedule C, line 
C5, for the Standard Apportionment Ratio, or Form 165, 
Schedule C, line C3f, column (c) for Sales Factor Only 
Apportionment.  However, changes resulting from the 
federal audit may affect the partnership’s apportionment 
ratio.  If the apportionment ratio is modified, enter the 
corrected apportionment ratio.  Include a schedule detailing 
the changes with your return.   
 

NOTE: Do not include apportionment factors generating 
nonapportionable or non-taxable income in the calculation 
of the apportionment ratio. 
 

Line 10 –  
 

Multiply the amount on line 8 by the ratio on line 9.  Enter 
the result.  
 

Line 11 –  
 

Enter the portion of line 7 allocated to Arizona.  See the 
NOTE box following the instructions for line 7 for 
information about allocating income to Arizona.  
 

Line 12 –  
 

Add line 10 and line 11.  Enter the total.  If less than zero, 
enter “0”.   
 

Line 13 –  
 

Multiply the amount on line 12 by the tax rate, 4.5%.  Enter 
the result.  This is the amount of tax owed by the 
partnership. 

 

Line 14 –  
 

Enter the amount of penalty and interest owed.   
 

You may choose to calculate penalties and interest due.  
Penalties are assessed for late filing or late payment of tax.  
See Penalties on page 1 of these instructions for more 
information.   
 

Interest is calculated on the amount shown on line 13 at 
the prevailing federal interest rate.  The interest period is 
from the due date of the original Form 165 to the payment 
date.  (See Interest on page 1 of these instructions for more 
information.)    
 

NOTE:  You may choose not to calculate penalties or 
interest owed.  If you do not calculate penalties and/or 
interest owed, the department will calculate the penalties (if 
applicable) and interest owed, and bill you for the total 
amount.  
 

 

Line 15 –  
 

Add line 13 and line 14.  Enter the total.  This is the total 
due from the partnership.   
 

Make checks payable to the Arizona Department of 
Revenue.  Include your EIN on the front of the check.  
Include your check with the return.   
 

Complete Parts 4 and 5.  
 

Part 4 – Explanation of Changes 
 

Explain the changes made in this return. If additional space 
is needed, prepare a schedule (in the same format) labeled 
“Part 4 – Explanation of Changes” and include the schedule 
with this Form 165PA. Include any necessary supporting 
documentation with the return. 
 

Part 5 – Certification 
 

One of the partners must sign the return.  If receivers, 
trustees in bankruptcy, or assignees are in control of the 
property or business of the organization, such receivers, 
trustees, or assignees must sign the return. 
 

Paid preparers: Sign and date the return. Complete the firm 
name and address lines (the paid preparer’s name and address, 
if self-employed). 
 

Paid preparers must provide a Tax Identification Number 
(TIN).  Paid preparers that fail to include their TIN may be 
subject to a penalty.  
 

The TIN for a paid preparer may be one of the following: 
 The preparer’s PTIN, 
 The EIN for the business, 
 The individual preparer’s social security number 

(SSN), if self-employed. 
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