Schedule L (not Schedule 1) is the section of Form 1065 used to report the partnership's balance sheets per books. [1, 2] 
To complete this schedule, you must copy the assets, liabilities, and capital accounts directly from your partnership's financial books (like QuickBooks or Xero) for both the beginning and the end of the tax year. [3] 

🔎 Step 1: Gather and Verify Your Accounting Records
· 
· Run your Balance Sheet: Generate the report from your accounting software for the last day of the tax year. [4, 5] 
· Match the books: Ensure the "Beginning of Tax Year" columns (Columns A and B) exactly match the "End of Tax Year" columns from the previous year's filed return. [6] 
· Confirm Tax Return Eligibility: If your partnership's total receipts and total assets were both under $250,000, and Schedules K-1 are filed on time, you are not required to complete Schedule L (if you check "Yes" on Schedule B, Question 4). [7, 8, 9] 
· 

📝 Step 2: Fill in Assets (Lines 1 through 14)
· 
· Line 1: Cash. Enter all checking, savings, and petty cash balances.
· Line 2a: Trade notes and accounts receivable. Enter total unpaid customer invoices.
· Line 2b: Less allowance for bad debts. Enter any allowance for doubtful accounts, then subtract it from 2a to enter the net amount in the right-hand column.
· Line 3: Inventories. Enter the cost of raw materials, work-in-progress, and finished goods.
· Line 6: Tax-exempt securities. Include state or local bonds.
· Line 9a: Buildings and other depreciable assets. Enter the original purchase cost of buildings, equipment, and vehicles.
· Line 9b: Less accumulated depreciation. Enter total book depreciation taken over time, then subtract it from 9a to enter the net book value.
· Line 12: Intangible assets. Enter goodwill, patents, or trademarks.
· Line 12b: Less accumulated amortization. Enter total book amortization, then subtract it from 12a.
· Line 14: Total assets. Sum lines 1 through 13. [10, 11, 12, 13, 14] 
· 

📉 Step 3: Fill in Liabilities and Capital (Lines 15 through 22)
· 
· Line 15: Accounts payable. Enter unpaid vendor bills.
· Line 16: Mortgages, notes, bonds payable (short-term). Enter debts due in less than one year.
· Line 17: Other current liabilities. Include payroll taxes, sales taxes, or credit card balances.
· Line 18: All nonrecourse loans. Enter loans where no partner bears economic risk of loss.
· Line 19: Mortgages, notes, bonds payable (long-term). Enter debts due in more than one year.
· Line 21: Partners' capital accounts. Enter the total ending equity of all partners combined.
· Line 22: Total liabilities and capital. Sum lines 15 through 21. [15, 16, 17, 18, 19] 
· 

⚠️ Step 4: Pass the Ultimate Verification Tests
· 
· The Balancing Rule: Line 14 (Total Assets) must exactly equal Line 22 (Total Liabilities and Capital) for both the beginning and end of the year. [20, 21, 22] 
· The Schedule M-2 Tie-In: The ending partners' capital accounts reported on Schedule L, Line 21 (Column D) must match the final balance on Schedule M-2, Line 9 (Analysis of Partners' Capital Accounts). [23, 24, 25, 26] 
· 
To help you ensure this ties out perfectly with the rest of your return, let me know:
· 
· Do your book depreciation and tax depreciation match, or do you have a difference?
· Does the ending capital on your Schedule L match your Schedule M-2 total?
· 
I can guide you through reconciling any imbalances.
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