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Understanding Your Tax Return

A person’s tax return can be a complicated document to try to interpret. Most people
file it away along with other important documents every year. However, it is worth
taking a quick look to understand some of the key items on your return while also
verifying their accuracy. Understanding this information can give you a better handle
on your financial situation and may help you make better financial decisions—
particularly when it comes to taxes.

This article walks you through the most common forms included in a person’s tax
return (Form 1040 and Schedules 1, 1-A, 2, 3, A and D), along with key numbers and
planning tips to pay attention to on each form.

Note: Form 1040 has just two pages and
contains the final numbers used to calculate
your tax liability. The Schedules that come after
the 1040 contain supplemental data and
calculations that feed into the 1040.

While this is not a comprehensive guide to understanding each tax form, it will highlight the
most common items on a return and the items you typically want to pay close attention to.

Form1040

The vast majority of key tax information is found on Form 1040. For the 2025 tax filing
season, there are two versions of Form 1040: Form 1040 and Form 1040-SR. 1040-SR is
designed for seniors. The only difference is that the font is larger, making it easier to read.
The larger font also makes the form longer—it takes up four pages instead of two.




Form 1040

51040 Deparimant of T Treasuny — inlemal Ravenus Sardos =

2 U.S. Individual Income Tax Retum Z@st OME Mo. 1545-0074 | IRS Usa Oniy—Do not wrts or stapks in this space.

For the year Jan. 1-Dec. 31, 2025, or other tax yaar beginning , 2025, ending ) | 52¢ saparate nstructions.

[ ] mied pursuant to saction 301 21002 [ ] Combat zone [oeceased ¢ / Spousa L F 00!

[ ohar ! !

Your first name and midde intal Last name Your soclal security number

JOHN TAXPAYER 12314567849

If |oiit retum, spouse's first name end middle Inftial Last name Spouss's soclal securtty number 1

ALEXANDRA TAXPAYER 08 7654321

Home address (number and simest). I you nave a P.0. box, Bea Instructions. Apt. . Check hire | your main home, and your
spouse's 1T 7ling @ joint retum, 'was in

123 MAIN 5T e LLS. for mor than haif of 2025

City, town, or post office. If you have & foreign ddrass, also complete spaces below. State ZIP code Presidential Election C-ampaign
Check here If you, or SOOUse

PEWAUKEE Wil 53072 H"rn?rluglr&h \\l‘csll'lt S{zﬁrﬂn

- - - - 5 ecking & box
Forelign coutry name Foreign province/state/county orelgn postal code | FUE TN w"ﬁr el
[]vou [] spouse

Filing Status [ Single [ Head of househald HOH)
Chack oaly Married filing jointly {gven i only one had incoms) | Cualifying surviving spouse (J55)
ong b, |:| Married filing separately (MFS). Enter spouse’s SSM above If you checked the HOH or 0SS box, enter the child’s name

and full name hara: if the qualifying person is a child but not your dependant:

[] ¥ treating & nonresident alien or dual-status alisn spouse as a LS. resident for the entire tax year, check the box and enter their
name (see instructions and attach statement if required):

= s At any time during 2025, did your eive (as a reward, award, or payment for property or services); or (b} ssll,
Digital Assets exchange, or othenwize disp asset [or a financial interest in a digital asset)? (Seeinstructions) . . [Yes HNo
Dependents Depen Dependent 2 Dependant 3 Dependent 4
[s2€ Instructions) {1) First nama  IMICHAEL SARA
i more (2 Lestname  TAXPAYER TAXPAYER
then four {3 28M 5 55|/4 al3 333|s8s8/se|l7777 | | | |
e etucions C1PESHCrEnE [SON LIl
and check ) Crecktived| () [7] ves @) 7] ves (@) [ ves g} [Ives
here . . man feifof2025|  (b) [] Andintneus. m [anamntheus And Inthe LS. b} [ andintheus.
Ful- Parmmanent Full-ti Permanant [ Ful-il Pammanent|
@oneckir [ ] Epboe L1 Eng toizly Y O el [E afmu:;rqmaryrm [l ane'ﬁmnmw O s | O &ng totally "
disabied disabied dsablad disabied
mosas g | gt | CTougn | ] Gt I e | e
dependents 5 ] gdapendants dependents

[[] Check if your filing status is MFS or HOH and you lived apart from your spouse for the last 6 months of 2025, or you are legally
separated according to your state law under 8 written separation agreemant or a decres of separate maintenance and you did not

The first part of Form 1040 includes personal information for yourself and any dependents.

1.1t's important to verify all your personal information, but pay particular attention to the
Social Security numbers on your return. If your SSN is incorrect, your return will either
get rejected immediately or, if it's accepted, you will need to file an amended return to
correct the error.

2.1f you have dependents who qualify for either the child tax credit or the credit for other
dependents, those individuals should be listed in the ‘Dependents’ section. The
appropriate credit box should be checked based on your relationship to them and the
financial support you provide. The amount of the credit is listed further down the form
on line 19.

Form 1040 summarizes your income sources, deductions, tax owed, credits, and your
refund or amount owed. Additional schedules and forms provide more details for many of
the lines.




Income

Form 1040 Lines 1-9 are used to report your income sources for the year.

Attach Formis) b Housshold employes wages not reported on Form(spW-2 . . . . . . . . . . . . . ib
W-2 here. Also ¢ Tipincome not reported on line 1a8 (see instructions) . . . iz
ﬁ%naﬁm d Medicaid waiver payments not reported on Formis) W-2 (eea II'EtI'LIC‘tIl:H'IsE:I . id
me & Taxable dependent cara benafits from Form 2441, line 26 L ia
I you o niot i f Employer-provided adoption bensfits from Form 8830 line31 . . . . . . . . . . . 1f
get & Form g Wages from Form 8919, lineg . . . . - S ig
;ﬁ;ﬁiﬁﬁ_ h  Cther sarned income (s2e instructions). Enter type and amiount: ih
i MNontaxable combat pay slection (sse instructions) . . . . . . . | i |
S z Add lines 1a through 1h e e e e iz
Attach Sch. B 28 Tax-exemptintersst . . . 2a | b Tsu-cabla interest b 1,000
IF raguirad. 3a Quslfied dividends . . . | 3a 15000 b Ordinary dividends . 3b 20,000
¢ Checkif your child's dividends are indudedin 1 [ Line 3a 2 [ Line3b
%a IRAdistibutions . . . . | 4a | 200000 b Taxableamount. . . . . . | 4b 15,000
¢ GCheckif(seeimstructions) . . . . . 1 [#] Rollover 2 []acD a3
Sa Pensions and annuities . . | Sa | Sl]ﬂi b Taxable amount . . &b SO0
¢ Checkif(seeinstructions) . . . . . 1 [] Rollover 2 []Ppso 3]
Ba Social security banefits . . | Ba | @,@ b Taxabla amount . e &b 17,000
¢ [ you elect to use the lump-sum election method, check here (see imstructions] . . ]
d  [fyou ere marmed fing separately and Beed epart from yowr spousa the entire yeer (sae inst ), d'led-chem 1
Ta Capital gain or (loss). Attach Scheduls D if required . . S Ta -3, 000
b Checkif: [| Schedule D not required  [] Includes childs n:'.aprtal gain or [Ic:ss}
8 Additional income from Schedule 1, linetd . . . . . . - . o o o . . . . . . ] 30, 00

Line 1a reports your taxable wages from form W-2 (the most common form of employment
income). Income from self-employment is reported on Schedule 1 and Line 8 of the 1040.
Income from deferred comp payments, including non-governmental 457 plans and employer
equity awards (stock options, restricted stock, SARs, etc.), is also reported on Line 1.

Line 2 reports interest income. Line 2a reports tax-exempt interest, which is typically
interest earned from municipal bonds. While this interest isn't taxable under the regular tax
calculation, it could be taxable if you are subject to the Alternative Minimum Tax (AMT). It is
also reported to the Social Security Administration and is used to determine whether or not
you need to pay more in Medicare premiums due to high income. Line 2b reports taxable
interest. Common sources of interest income include checking and savings accounts,
money markets, CDs and individual bonds.

s Income included on line 2 is typically reported Tax Planning Tip

ona 1099-INT. Typically, securities that produce taxable

interest will provide a higher after-tax return
if you find yourself in a lower tax bracket. If
you are in a higher tax bracket, securities
that pay tax-exempt interest may lead to
better after-tax returns.




Line 3 reports dividend income. Qualified dividends meet special criteria to be taxed at
lower tax rates and are reported on Line 3a. Qualified dividends are typically paid by
individual stocks, mutual funds, or ETFs based in the US. Line 3b represents total dividends.
To calculate non-qualified dividends, which are dividends that are taxed as ordinary income,
subtract line 3a from line 3b. Non-qualified dividends most commonly come from bond
mutual funds and ETFs, or money markets paying interest income reported as dividends.

e Income included on line 3 is typically reported on a 1099-DIV.

* Do you have a taxable account with stocks, ETFs or mutual funds? If so, you probably
should see a number on line 3. This can get missed if you didn’t give your tax preparer
the 1099 for this account. Don't forget to check for 1099s delivered electronically. If you
have taxable accounts at Schwab, you will receive a 1099 Composite and Year-End
Summary that contains all 1099s in a single document, along with a detailed listing of all
securities transactions made during the year.

Line 4 reports IRA distributions. Line 4a shows your gross distributions, while Line 4b is the
amount from line 4a that is taxable. If you are over 70.5 and used your IRA to make a
qualified charitable distribution (QCD), the QCD amount would be shown on Line 44, but not
Line 4b. You would also see the letters “QCD” written in the margin on that line. Rollovers
initiated from an IRA are also reported this way. Distributions of after-tax dollars would also
appear on Line 4a only. Line 4b contains distributions of pre-tax dollars from Traditional,
SEP or SIMPLE IRAs, as well as Roth Conversions from IRAs. If your entire IRA distribution is
taxable, you may not see a number reported on Line 4a.

e Income included on line 4 is typically reported on a 1099-R.

Line 5: Withdrawals from qualified employer Tax P|anning Tip
retirement plans, such as 401(k)s, 403(b)s, 457s

sponsored by tax-exempt organizations, and If you made any charitable gifts from your

IRA (QCD) make sure that Line 4b is less
than 4a. This often gets missed because
QCDs are not reported to you by your IRA
custodian on your 1099-R or any other tax
form. You must keep track of that
information on your own and provide it to
your accountant each year to ensure you
receive the tax benefit you are entitled to.

pensions are reported on Line 5 along with
distributions from annuities. If the entire amount
is taxable, you may only see an amount on Line
5b. If only a portion is taxable, such as in the
case of rollovers or annuitized annuity payments,
the gross amount is entered on Line 5a and the
taxable amount is entered on Line 5b.

e Income included on line 5 is typically

reported on a 1099-R.




Line 6 contains Social Security benefit payments. Not all Social Security benefits are subject
to federal income tax. Line 6a lists the gross amount you received. Line 6b lists the taxable
amount. Once your modified adjusted gross income exceeds $44,000 for married filers or
$34,000 for single filers, 85% of your Social Security benefit will be subject to income tax.

* Income included on line 6 is typically reported on Form SSA-1099.

Line 7 reports your net capital gain or loss. Capital gains and losses are created when
securities or other capital assets are sold throughout the year in taxable accounts. Short-
term capital gains or losses are generated when property held one year or less is sold.
Short-term gains are taxed as ordinary income. Long-term capital gains or losses are
generated when property held for more than one year is sold. Long-term capital gains are
taxed at lower rates. Capital losses can offset capital gains. Up to $3,000 of excess losses
can be used to offset other income. Unused losses can be carried forward indefinitely.
Typically, Schedule D and Form 8949 will also be required to report the details of your
transactions for the year. These forms are explained in more detail later.

e Schwab reports this information in the 1099 Composite and Year-End Summary.
Different financial institutions report this information in different ways, so the title and
layout of the document you receive may vary, but the information included should be
similar.

Line 8 reports miscellaneous income included on Tax P|anning Tip
Schedule 1. Many taxpayers won’t have anything

. Your net gain or loss is NOT an indication
reported on this page.

of your account performance for the year.
In fact, realizing capital losses when

Li 1-8 on Schedule 1 6) sh dditional
ines on Schedule T (page 6) show additiona available is a favorable tax planning

income sources not specifically listed on Form

strategy.
1040.
9  Addlines 1z, 2b, 3b, 4b, &b, &b, Va, and B. This is your total ineome . . . . . . . . . 9 | 235,000
10  Adjustments to income from Schedules 1, line 26 10 10,903

Your total income is shown on Line 9. This is your gross income prior to adjustments.

Line 10 includes deductions listed on Schedule 1.




Schedule1-Part1

m Additional Income

Taxable refunds, credits, or offsets of state and local incometfaxes . . . . . . . . . . . . i
Eaﬁ.llrn::un'_.'recewe-d.. e - |
b Date of original divorce ursapa’atlun ag'gammt [sue |nsl]'ut:lmns}

Business income or (loss). Attach Schedule C . 3
Cther gains or (losses). Check if any from Formis): |:| 4?9? |:| 4634 Lo e 4
Rental real astate, royalties, partnarships, S corporations, trusts, etc. Attach E.c:hgdule- E e 5 25,000
Farm income or {loss). Attach Schedule F [
Unamploymeant compensation. If you rapaid a 2025 Duarpaymgnt {sae- |nstruct|[:-ns] check here- I:I an-d
enter amount repaid: . 1,000
Cther income:
Mat operating loss .
Gambling .
Cancellation of debt
Foreign eamed income exclusion fru:urn F[:-rrn 2555
Income from Form 8853 .
Income from Form 8889 .
Alaska Parmanent Fund dividends
Jury duty pay
Prizes and awards . .
Activity not engaged in for pr[:-ft income
Stock options
Income from the rantal nf parsnnal pn:uperrg.r |f you engaged in the renta] fu:ur
prefit but wara not in the business of ranting such property
Clympic and Paralympic medals and US0C prize money (see |nstrut:1lt:-ns]
Section 951(a) inclusion (see instructicns)
Section 9514ia) inclusion (see instructions) .
Section 461(]) excess business loss adjustment .
Taxable distributions from an ABLE accournt (see |ns.tr1.|c:t|::|ns]
Scholarship and fellowship grants not reported on Form W-2 .
Montaxable amount of Meadicaid waiver payments includad on Formi 1III4EI |II'|E‘-
1aor 1d
Pension or annuity frDm a nomn quallfe-d defarred [:nrnpensatmn plan or a
nongovemmeantal section 457 plan
u Wages earned while incarcerated .

Digital assets received as ::url:llnar',r income not repl:urted elsewhere- See

instructions
Z  Cther income. List rype aru:l AMmount:

5,000

=] @ 0 4= L

L5 =]

2lelzlzlp|zpe|e|ee

el = = L T =T = -

&
EYES

LU = B = = = N |

-

g B2 |F |[2B®%%

8z
9  Total other income. Add lines 8a through8z . . . . 9

10 Combine lines 1 through 7 and 9. This is your addltlunal income. Enter here aru:l on F-:urm 1':]40
AMO0-SR, or1040-MNR, line & . . . . . L L L 0 0 0 0 s e e e e s w110 31,000

The most common items reported on Schedule 1 include self-employment income from
Schedule C and rental real estate and passthrough income from Schedule E (partnerships,
S-corps, estates and irrevocable trusts), unemployment compensation and alimony.
e Income included on Lines 8a through 8z could be reported to you from a variety of
sources, including 1099s and K-1s.




Schedule1-Part2

Schagule 1 [FOrm 1040] 2025 Page 2
m Adjustments to Income
11 Educator expenses . . 11
12 Cartain business expenses nf rasemsts perfnrmmg amsts and fee I:uams gm-'ernmerrt cnf'ﬁmals Artat:h
Formz2106 . . . C e e e e 12
13 Health savings accclurrt de-dut:tlnn .ﬂ.ttach F[:-rm E-EIEQ e 13 9,550
14 Moving expanses for members of the Armed Forces. Attach Form 3'9{!3 If [:Ia|m|ng r:nnl;».r sdurage fees
{seo instructions), check hera [ . . C e e e e e e e e 14
15 Deductible pant of self-employment tax. Artat:h Sche-dula SE C e e e e e e e e 15 353
16  Self-employed SEP, SIMPLE, and qualifiedplans . . . . . . . . . . . . . . . . . . 16 1,000
17 Self-employed health insurance deduction . . . . . . . . . . . . . . . . . . .. 17
18 Penalty on eardy withdrawalofsavings . . . . . . . . . . . . . . . . . . . . . 18
18a Alimonypaid. . . . . . . . . L . . . . . . . . ... oo e e | 10a
b PRecipient's 358 . . . L P!
¢ Date of original divorce or sepamtmn agre»ernent [zaa |nstn.||:1|n:nns
20 |RA deduction. If you are married filing saparately and lived apart from yvour spousa for the antire year
[sma instructions), check hera ] . . . . . . . . . . . . L L L oo 20
21 Student loan interest deduction . . . . . . . L L . L L L L L L L L oL L L. 21
22  Reservedforfulurewse . . . . . . . L L L L L oL L L Lo 22
23 Archer MSAdeduction . . . . . . . . L L L L L L L Lo 23
24  Other adjustments: | |

Part Il of Schedule 1 contains an itemized list of the subtractions from income shown on
Line 10a.

The most common deductions taken in Part Il of Schedule 1 include contributions to Health
Savings Accounts (HSA), deductions for self-employed individuals (self-employment taxes,
contributions to retirement plans, and health insurance), alimony paid, and student loan
interest.

Tax Planning Tip

If you contribute to your HSA through
payroll deductions, the reduction in income
will be reported through your W2. You
typically won't report an HSA deduction on
Schedule 1.




Back to Form 1040

Adjusted Gross Income

116 Amount from line 11a (adjusted gross income) . S s om - 1 : 11b 224,097
12a Someone can claim | You as a dependent | Your spouse as a dependent
b [] Spouse itemizes on a separate retumn ¢ [ You were a dual-status alien
d You: [£] were bom before January 2, 1961 [ Are bling
____ Spouse: | | Was bom before January 2, 1961 | 15 bling
__ @ Standard deduction or itemized deductions (from Schedule &), . . . . . . . _ . . |12 55,193
13a Qualified business income deduction from Form 8835 orForm 8385-A . . . . . . . . . 13a 100
b Additional deductions from Schedule 1-A, lime38 . . . . . . . .+ + + & o+ 4 4 . 13b 5,608
14 Add lines 128, 13a, and 13b T T 14 60,901
15  Subtract line 14 from line 11b. f Zero or less, enter -0-, This is your taxable income . . 5 & 15 157,260

Subtracting the deductions from your gross income determines your Adjusted Gross
Income (AGI), shown on Line 11a and b. AGI is an important number used for many things:

* Eligibility for certain deductions or credits

* Ability to deduct IRA contributions

* Ability to make Roth IRA contributions

e How much of your Social Security is taxable

e Determining if you are required to pay more in Medicare premiums

* Eligibility for a premium tax credit if enrolled in a marketplace health insurance plan

e Assessment of 3.8% surtax on net investment income

Deductions Tax Planning Tip

Line 12d allows you to indicate if you or your
spouse is over the age of 65 or legally blind.
For each box that is checked, your standard
deduction is increased. Married couples
receive an increase of $1,600 per box
checked, while single filers receive $2,000.

Many of the above tests use “modified”
adjusted gross income (MAGI), meaning
you either need to add back or take out
certain items from your AGI. The definition
of MAGI varies for each test, so be careful
when calculating it to ensure you are using

the proper formula.
Line 12e lists either the standard deduction or

your itemized deductions, which will reduce

your AGI. Under the tax law in place from

2018-2024, only about 10% of taxpayers itemized deductions. That number is expected to
increase under the new tax law passed in 2025, but to what extent is yet to be determined.
If you do itemize, you will also include Schedule A with your return, which lists each of the
deductions you are eligible to claim. Schedule A is discussed in more detail later on.




Line 13ais used if you had a deduction for Qualified Business Income (QBI). Owners of a
passthrough trade or business, including partnerships, S Corps, sole proprietorships and
some rental properties may exclude up to 20% of their net QBI. Income from REITs and
Publicly Traded Partnerships (PTPs) are also included. There are numerous restrictions on
the QBI deduction, which can reduce or eliminate it in many cases.

Line 13b aggregates various deductions from Schedule 1-A.

Schedule 1-A

Part I: Modified Adjusted Gross Income

Madified Adjusted Gross Income (MAGI) Amount )

Enter the amount from Form 1040, 1040-5RK, or 1040-NH, line 11 . . . . . . . . . . . . 1 zz.l.,mi
2.3 Enter any incomea from Puerto Rico that youexcluded . . . . . . . . 2a
b Enter the amount from Form 25585, ineds . . . . . . . . . . . . 2h
¢ Enter tha amount from Form 2855, ine50 . . . . . . . . . . . . 2¢
d Enter the amount from Form 4563, line15 . . . . . . . . . . . . 2d
¢ Addlnes2a, 2b 2c,and2d . . . . . . L L L L 0 0 e e e e e e e e . | 2 1]
3 Addlines1and 22 . PR 3 224,087

Part | of Schedule 1-A assists in the calculation of your Modified Adjusted Gross Income
(MAGI) for the deductions listed on this form. MAGI is your AGI plus deductions for foreign
earned income, foreign housing, and income from US territories otherwise exempt from US tax.
These are uncommon items. For most people, MAGI and AGI will be the same on this form.

Part ll: No Taxon Tips
XX Mo Taxon Tips

Caution: Fill out Part Il onty if you recelved qualified tips. Thesa tips must have been recelved In an occupation listed at
IRS.gowiTippedOccupations. You and/or your spousa who recelved qualified tips must have a valld soclal security number to
claim the deduction. if marred, you must file jointhy to claim this deduction. See Instructions.

4  CQualified tips recelved as an employee. If you recelved tips as an employes with
respact to employmaent with more than one employer, enter -0- on lines 4a and
4b and see the Instructions to determine the amount to enter on line 4c. If you
recelved tips as an employaa in more than one occupation, see the instructions.

a Enter qualified tips included on Fom W-2, box 7, but see the Instructions if
Form W-2, box 5 is more than 176,100 or you recelved tlprs that are not

subject 1o soclal security and Medicare taxes . . 4a
b Qualified tips included on Form 4137, line 1, row A, column {c:} It Form 4137 Is
not filed, enter -0- . . . 4

¢ I you only received quallfled tlps as an Empll:l'_.l'ﬂ!- wlih re&pect to mpbwmnl with one employer,
enter the larger of line 4a or line 4b. Otherwise, sea the Instructions to determine the amount to enter
on line 4¢. If you recelved tips as an employes In more than one occupation, see the instructions . . | de
5 Quallified tips recelved In the coursa of a trade or business.
Qualified tip amount Incleded in Form 1099-NEC, box 1; Form 1099-MISC, box 3; or Form 1099-K,
box 1a. Do not enter more than the net profit from the trade or business. If you recaelved gualified tips
In the course of more than one frade or business or in mora than one occupation, 58 instructions

5

6 Addlinesd4cand5 . . e e e e e e e e e e e e -]

7  Enter the smaller of the amc-urﬂ on uma E or &25 l:m e e e e e 7

8  Enter the amount from lne 3 .. 8

9  Enter $150,000 ($300,000 if married Tlllng plntm C e e e e ]

10  Subtract line 9 from line 8. If zero or less, enter the amount ftom Ilne ]" on Ilne 13 L. 10
11 Divide line 10 by $1,000. If the resulting number Isn't a whole number, decreass the result to the next

Iower whole number. (For exampla, decrease 1.5 to 1, and decrease 0051000 . . . . . . . . 11

12 Multiply line 11 by $100 . . N T

13 Qualifed tips deduction. Subtrax:t Im 12 frnm Ilne-? If Zero nrless anter D- e e e e 13




Part Il is used to calculate a deduction available if you received tip income. This deduction
is only available for industries commonly associated with tips. The IRS published a list of
eligible occupations. The income must be reported on Form W-2 and is still subject to
employment taxes. The maximum deduction is $25,000 (single or joint) and is phased out
when MAGI is between $300,000 - $550,000 for married taxpayers filing jointly

and $150,000 - $400,000 for others.

Partlll: No Tax on Overtime

IETXIN No Tax on Overtime

Caution: Fill out Part Il only If you recelved qualified overtime compensation, You and/or your spouse who recelved the qualiiied
overtime compensation must have a valld soclal security number to clalm this deduction. If married, you must file jointly to clalm this
deduction. See instructions.

14a Cualified overtime compensation included in Form W-2, Box 1. If you received
qualified overtime compensation not reported on Form W-2, box 1, see Instructions | 14a 10,000
b Qualified overtime compeansation included in Form 1089-NEC, box 1, or Form
1099-MISC, box 3 (seainstructions) . . . . . . . . . . . . .. 14b
¢ Addlnes14aand14b . . . Ce e e 14¢ 10,000
15  Enter the smaller of the amount on ]InF,- hu:; or $12 su-cl (52:. Du-u i marrlecl Tlllng p:ntlyj . 15 m,m:
16  Enter the amount fromline3 . . e e e . B L 224,097
17 Enter $150,000 ($300,000 If married ﬁllng Jaumrﬂ . e T 300,000
18  Sublract line 17 from line 16. If Zard or less, enter the amount from IIHE 15 on Ilne 21 C e 18
19  Divide line 18 by $1,000. If the resulting number isn't a whole number, decrease the resulf to tne rum‘
lower whole number. (For example, decrease 1.5 to 1, and decreasa 0.05t00). . . . . . . . 19
20 Multiply line 19 by $100 . . . 20 |
21 Qualified overtime oompms-atlun deduc’lion Sumracl: une 20 fmrn llne 15 I1 Zero or 1&35 enter D- 21 10,000

Part Ill is used to calculate a deduction available if you receive qualified overtime pay. The
deduction is only available for the amount of income received above your base rate of pay. In
other words, the “half” in “time-and-a-half” is the potentially deductible amount. Overtime is
based on compensation for hours worked in excess of 40 in a 7-day workweek, mandated by
the federal Fair Labor Standards Act (FLSA). If you are paid holiday pay, double time, weekend
pay, overtime based on state law, etc. that does not qualify as overtime unless it also meets the
FLSA definition. Extra pay above 50% of your base pay (double time, triple time, etc.) is not
deductible above the 50% threshold. The maximum deduction is $12,500 per person ($25,000
for married couples).The deduction phases out when MAGI is between $300,000 - $550,000 for
married taxpayers filing jointly and $150,000 - $250,000 for others. Overtime is still subject to
payroll taxes.




Part1V: No Tax on Car Loan Interest

Part IV No Tax on Car Loan Interest

Caurtion: Fill out Part IV only It you, or your spouse it married filing jointly, pald or accrued qualified passenger vehicle loan interest
(QPVLI). Column (il Is the total GPVLI pald In 2025 less the amounts reported In column (i), See Instructions.

22 Applicable passenger vehick (see Instructions). I more than two VINs, ses instructions.

Interest for this hoan:

i) Deductad on

Vehicle identification number (VIN) Schedule C., .
m Sehedule E. or (i) Schadube 1-A

Schedule F

23 Add lines EE'a md E?I: cclmrnn [JII] . 23
24  Enter the smaller of the amount on line 23 or $10, GDD 24
25  Enter the amount from line 3 25
26 Enter $100,000 ($200,000 if married Tlll'rg }mntrﬂ .o 26
27 Subtract line 26 from line 25. It Zero or less, anter the amuunt rrom IIna 24 nn llne 30 27
28 Divide line 27 by $1,000. If the resulting number Isn't a whole number, increase the result to the ne:.'t
higher whole numbser. (For example, increase 1.5 to 2, and Increase 00510 1) . .o 28
29  Multiply line 28 by $200 . . . . 20
30 Qualified passeng-er vehicle loan mtarast dwuctlnn Sul:rtraﬂ llne 29 rrom I-ne 24 I Zerg or Iaas,
enter -0- . . 30

Part IV is used to calculate a deduction available on vehicle loan interest. To qualify, the
loan must be on a new vehicle purchased after 2024 for personal use, with final assembly in
the U.S. The maximum deduction is $20,000 for married taxpayers filing jointly and $10,000
for all others. The deduction is phased out for income between $200,000 - $249,000 for
married taxpayers filing jointly and $100,000 - $149,000 for all others.

Part V and Part VI:

Enhanced Deduction for Seniors

Caution: You and/or your spousa must have a valid soclal security numiber, It marriad, you must file jointly to claim this deduction.
Sea Instructions.

3 Enter the amount from line 3 . 3 224,087
¥2  Enter $75,000 ($150,000 if married filing }mnim a2 150,000
33  Sublract line 32 from line 31. if zero or less, enter $5,000 on Ilne 35 ] H,uw:
34 Mulliply line 33 by 6% (0.06) 34 4 446
35 Sublract line 34 from $6,000. If zero or Iess enler l:l- a5 1,554
36a If you have a valld soclal security number (see Instmcﬂc:.n-s] and were bom before January 2, 1961,
enter the amount from line 35 . 363 1,554
b If you are married flling jointly, your spouse has a valld soclal se-c:untg,r numiber :5@9 IITS‘[I'IJCTIUHSII and
YOour spouse was bom before January 2, 1981, enter the amount from linae 35 .. -+ .+ . |38b
Enhanced deduction for senlors. Addlings3Baand36b . . . . . . . . . . . . . . . |37 1,554:
Total Additional Deductions
3B Addlines 13, 21, 30, and 37. Enter here and on Form 1040 or 1040-SA, liné 13b, or on Form 1040-MR,
line 13¢ . . . . 38 11,554

Part V is used to calculate the enhanced deduction for seniors. If you are 65 or older, you are
entitled to an additional $6,000 deduction ($12,000 for married couples if both are age 65+).
The deduction phases out at $150,000 - $250,000 of MAGI for married taxpayers filing jointly
and $75,000 - $175,000 for all others.

Part VI calculates the total of all the deductions you qualify for from Schedule 1-A,
which is also entered on line 13b of Form 1040.




Back to Form 1040

11b  Amount from ling 11a (adjusted grossincomse) . . . . . . . . . . 5 c a0 11b 224,097
12a Someons can claim | ¥ou as a dependant | Your spouse as a dependent
b [] Spouse itemizes on a separate retum ¢ [ You were a dual-status alien
d You: [¥] were bom before January 2, 1961 [ Are bling
___ Spouse: || Was bom before January 2, 1961 | 1s bling
__@ Standard deduction or itemized deductions (from Schedule Ay, . . . . . . . . . . 12 55,193
13a Qualified business income deduction from Form 8995 orForm B995-A . . . . . . . . . 13a 100
b Additional deductions from Schedule 1-A,Ine28 . . . . . . + v v v v v v v |13 5,608
14 AdOInes 128,132, and 130 . . . . v e e e e e e e e, 14 60,901
15  Subtract line 14 from ling 11D, If 2ero or less, enter -0-, This is your taxable income . . .. |18 157,250

Subtracting the deductions on lines 12 and 13 (totaled on line 14) from your AGI gives you
your taxable income, which is shown on Line 15. Your taxable income is the amount used to

calculate your tax liability.

Tax Planning Tip

You can calculate your ordinary income tax bracket by subtracting Line 3a (qualified
dividends) and your net long term capital gain (calculated from Schedule D) from Line 15
(taxable income). Use that number to look up your tax rate in the 2025 tax table below.

Ordinary Taxable Income

Ordinary Taxable Income

for Married Filing Joint for Single Tax Rate

30 — 23,850 30 -11,925 10%

$23,651 - 96,950 $11,926 — 48,475 12%

596,951 — 206,700 548,476 — 103,350 22%
$206.701 - 394,600 $103.351 - 197.300 24%
$394.601 - 501,050 197,301 - 250 525 32%
$501.051 - 751,600 5250.526 - 626,350 35%
5751,600 + 626,350 + 37%

Tax Liability

Lines 16-38 of Form 1040 calculates your tax liability, lists any credits you are entitled to
and determines the amount of your refund or the amount you owe.

Your tax liability is calculated on lines 16-24 of Form 1040. If you have long term capital
gains or qualified dividends, you will use the Qualified Dividends and Capital Gain Tax
Worksheet to calculate your tax.




Form 1040

16 Tax (see instructions). Check if any from Formis): 1 [ 8814 2 [ 4972 3 [ | 18 23,373
17  Amount from Schedule 2,line3 . . . . . . . . . . . . 0 0 4 0 . . .. 17 0
18  Add lines 16 and 17 . 5 . 18 23,373
18  Child tax credit or credit for other uepem‘ents rmm Scn&dule E~E12 . 18 |
20  Amount from Schedule 3, line B 20 100
21 Addlines 19 and 20 . 4 100
22  Subtract line 21 from line 18. i zero or lass, enter D- . 2 23,273
23 Other taxes, including sell-employment tax, from Schedule 2, line 21 23 T06
24  Addlines 22 and 23. This ks your total tax 24 23,980

The tax due from ordinary income and/or capital gains and qualified dividends is calculated on
Line 16. This can be a complicated calculation, so leave it to your CPA or tax prep software!

If you are subject to AMT or have received a larger premium tax credit from the health
insurance marketplace than you were entitled to based on your actual income, those amounts
would be reflected on Schedule 2 Part 1 and Form 1040 Line 17.

If you had dependents who qualified you for a child tax credit or the credit for other dependents
and you were below the income threshold, that credit would be listed on Line 19.

Nonrefundable tax credits will be listed on Line 20, which are calculated in Part | on Schedule 3.

Schedule 3: Part|

MNenrefundable Credits

Foredgn tax credit. Attach Form 11186 If requined

Credit for child and depandent care axpenses from Fnrm 13'441 Im 11 Anar;n Fc:ufm 2441
Education credits from Form 8863, line 19 | .
Ralirement savings contributions credil. Altach Ft:Irm SSEIIJ

Residential clean energy credit from Form 5885, line 15 .

Energy efficient home Improvement credit from Form 5805, lina 32 .
Other nonrafundable cradits: | |

L)

B e e ra | =

mqg-.r-mu-l-

If you have international investments in a taxable account, it is likely you would qualify for at
least a small Foreign Tax Credit, which is shown on Line 1 of Schedule 3.




Line 23 of Form 1040 brings in “Other Taxes” from Part Il of Schedule 2, including self-
employment tax, the additional tax on tax-favored accounts (10% early withdrawal penalty),
the 3.8% Medicare surtax on net investment income from Form 8960 and the 0.9% Medicare
surtax on wages from Form 8959.

Schedule 2: Partll

Il Other Taxes

4  Sell-employment tax. Altach Schedule SE. Check IT any exemplion from (see instructions).

1 [ 4381 2 [ 4029 3 R " 706
§ Soclal security and Medicare tax on unreported tip income. Attach Form 4137
6 Uncollectaed soclal securty and Medicare tax on wages, Attach Form 8919 . [
T Total additional social security and Medicare tax. Addlings Sandé . . . . . . . . . . . T

8  Additional tax on IRAs or other tax-favored accounts. Altach Form 5329 If required.
It not required, checkhare . . . . . . . . . . . . . . .o ee e e e

9  Household employment taxes. Attach Schedule H

10 Reservedforfutureuss . . . . . . . . . . . = & + + 4« + e o a o« o« o« o« . . |10
11 Additional Medicare Tax. AttachForm 8959 . . . . . . . . . . . . . . . . . . . |
12 Met Investment income tax. AttachForm &80 . . . . . . . . . . . . . . « . . . 12
13 Uncollected soclal security and Medicare or RRTA tax on tlips or group-larm life insurance from Form
IR 4 e I
14 Interest on tax due on installment Income from the sale of certaln residential lots and timeshares . . 14
15  Interest on the deferred tax on gain from certain installment sales with a sales price over $150,000 . 15
16  Recapturs of low-income housing credit. Attach FormBenl . . . . . . . . . . . . . . |18

Your total tax is calculated on Form 1040 Line 24.
This is the total amount of your tax liability for the year.

Form 1040

16  Tax (see instructions). Check if any from Formis): 1 [] 8814 2 [Ja4872 3 [] 16 23373
17 Amount from Schedule 2, line 3 17 1]
18  Addlines 16 and 17 . . 18 23,3713
18  Child tax credit or credit for D‘!hﬂr d&pernams imm Scmdule 3-1312 . 18 |
20  Amount from Schedule 3, line 8 | 20 | 100
21 Addlines 19 and 20 . 29 100
22  Subtract line 21 from line 18. If zero or lesa Enter —0- - 22 23,2713
23  Other taxes, including sel-employment tax, from Schedule 2, line 21 23 T06
24  Addlines 22 and 23, This is your total tax 24 23,980




Tax Payments

Tax payments made during the year and refundable credits are listed on Lines 25-32.

Form 1040

25  Federal income tax withheld from:

Formis) W-2

Formis) 1089 . -

Other forms (see |ns!mct|onsh -

Add lines 25a through 25¢ . -

26 2025 estimated tax payments and amounl apphed rmm 2EI‘24 reiurn
If you made estimated tax payments with your former spouse in 2025,
aenter their SSN (see instructions): [ |

27a Eamedincomecredt®IC) . . . . . . . . . . . . . . |2ra]
CIqufllng%eduleSEiseelnstmctlonsJ 5 R

¢ If you do not want to claim the EIC, check here . . . I

28 Additional child tax credit (ACTC) from Schedule 8812. If you do not want
to claim the ACTC, check here . . . . . .« - &

American opportunity credit from Form 8863, line & .
Refundable adoption credit from Form 8834, line 13
Amount from Schedule 3, line 15 .

Add lines 27a, 28, 29, 30, and 31. These are your tutd uthar parmants md refundable credits .
Add lines 25d, 26, and 32. These are your total payments s a5

25,000

BB

25,000

BB

ss|w

8828y

32
a3

25,000

Withholding is listed on Lines 25a-c. If you had tax withheld from W-2 wages, that amount
appears on Line 25a. Withholding reported on Form 1099, which includes funds withheld
from retirement account distributions, pensions or Social Security is listed on Line 25b.

If you made quarterly payments during the year or chose to apply at least a portion of last
year's refund to this year’s taxes, those amounts are shown on Line 26.

Other refundable credits not listed directly on Form 1040 and certain other tax payments
come from Part Il of Schedule 3 and are reported on Line 31.

Schedule 3: Partll

Other Payments and Refundable Credits
9  Net premium tax credit. Attach Form 8962 . . . . e e e e e e 9
10 Amount pald with request for extension to fike (See Inﬁmlchnns:l e e e e e e e 10
11  Excess soclal security and tier 1 RRTAtaxwithheld . . . . . . . . . . . . . . . . . 11
12 Credit for federal tax onfueds. Attach Ferm 41386 . . . . . . . . . . . . . . . . . . 12
13  Other payments or refundable credits:
a Foom2438 . . . . 13a

b Section 1341 credit for repa'yment of amnuma Inclw::led In lncnme Irorn E-anle-r
years . . . 13b
Met alective paymant eiectlm amc-.n1 Trol'n Form EEUD Part I|I IIrle E‘- t:ulumn 0 | 13¢
Deferred amount of net 965 tax llablity (see instructions) . . . . . . . 13d
z  Other refundabla credits (see instructions):

[ +]
d

13z

14 Total other payments or refundable credits. Add lines 13a through 13z . . i & e 14
15  Add lines 9 throwgh 12 and 14. Enter here and on Form 1040, 1040-5R, or IIMCI NH IIne.TJ . . . |18

The total of your tax payments made during the year and refundable credits
are shown on Line 33 of Form 1040.




Are You Getting a Refund or Do You Owe Money?

If your tax payments (Line 33) exceed your Total Tax (Line 24), you are entitled to a refund.
Line 34 shows the refund amount. You can elect to have that amount paid back to you, you
can apply it to next year’s estimated tax liability, or a combination of the two. Line 35a lists
the amount you want paid to you. Line 36 lists the amount you want credited to next year’s
tax liability.

Form 1040

34 If line 33 is more than line 24, subtract line 24 from line 33. This is the amount you overpaid 34 1,020
35a Amount of ling 34 you want refunded to you. If Form 8888 is attached, check here . . . . [] | 3sa

b Routingnumber | 0! 1/ 1/ 1123/ 1/2!3! c Type: [#] Checking |[_] Savings

d Accountrumber | 9! 9!90/9/8/8/8/8/7!7!7
36  Amount of line 34 you want applied to your 2026 estimated tax . . . | 36 | 500
37  Subtract line 33 from line 24. This is the amount you owe.

For details on how to pay, go to www.irs. gow/Payments or seeinstructions . . . . . . . . a7

38 Estimated tax penalty (seeinstructions) . . . . . . . . . . |3sl

If your tax payments (Line 33) are less than your Total Tax (Line 24), you owe tax. The
amount you owe is shown on Line 37. If you did not pay enough tax during the year and owe
an underpayment penalty, that amount is shown on Line 38.

Tax Planning Tip

To avoid an underpayment penalty, you must pay in either 90% of your current year’s tax
liability or 100% of last year’s tax liability (110% if the prior year's AGI was over $150,000).
Your 2024 tax liability is found on your 2024 Form 1040 Line 24.

Schedule A

Schedule A helps you list expenses eligible for a tax deduction and calculate your total
itemized deductions. If this amount exceeds the standard deduction, you may deduct this
amount from your AGI to arrive at your taxable income. The most common expenses
included on Schedule A are medical expenses, taxes, interest and gifts to charity.

Lines 1-4 on Schedule A calculate deductible medical expenses.




Schedule A

.Medi::nl Cautlon: Do not Include expenses reimbursed or pald by others.
and 1 Medical and dental expenses (see Instructions) . . . . . 1 22,
Dental 2 Enter amount from Form 1040 or 1040-SR,
Expenses Ine1ib. . . . . Lo 2 224,097,
3 Multiply line 2 by 7.5% [n 0?5} C 3 16,80
4 Subtract ling 3 from ling 1. ling 3 5 more 1nan llna- 1, -Bl‘lli‘n‘f [l- = = = = & = = = 4 5,193

You are only allowed to deduct medical expenses that exceed 7.5% of your AGI. For
example, if your AGI is $100,000, you can only deduct medical expenses that exceed $7,500.
The higher your income, the smaller your deduction. Higher income individuals are unlikely
to be able to deduct medical expenses due to this income restriction.

Tax Planning Tip

Premiums for health insurance (except for self-employed
individuals, which are deducted on Schedule 1) and at least a
portion of the premiums you pay for qualified long term care
insurance policies are considered deductible medical expenses.

Lines 5-7 on Schedule A are related to deductible taxes.

Schedule A
Taxes You 5 State and local taxes (SALT).
Paid a Slate and local income taxes or general sales faxes. You may
include aither Incoma taxes of gensral sales taxes on line 5a,
but mot bath. If you elect 1o include general sales taxes instead
of iIncoma taxas, check this box L | 5a 20,000
b Stale and local real estate taxes (see Inﬁtmmlﬂns} Sh 25,0000
¢ State and local personal property taxes . 5¢
d Add lines Sa through Sc .. 5d 45,000
@ Enter the smaller of line 5d or 540,000 [SECIDCﬂJ if marmied -|Ilng
separately). i Form 1040 or 1040-3R. Ene 110 is more than 500,000
(2250,000 it mamied filing separately), or If you completed Formm 2555,
Form 4583, or excluded income from Puerto Rico, see instructions 5a 40,000
6  Ofther taxes. List type and amount:
] e
T Addlinesbeandd . . . . . . . . . . . . 0 0 4 s s e e oo o | T 40,000

The deduction for state income taxes, property taxes and local taxes is limited to $40,000 in
aggregate. The cap is reduced if your MAGI (as calculated in Schedule 1-A) is between
$500,000 - $600,000. At $600,001+ of MAGI, the cap is reduced to $10,000.




Lines 8-10 are for deductible interest payments you made during the year.

Schedule A
Interest 8 Home mortgage Interest and points. If you didn't use all of your
You Paid homs mortgage lean(s) to buy, build, Drimpru'.'a your homs, 588
Caution: Your Instructions and check this box .
morigags bt
seductonmaybe @ Home mortgage interest and points iEpDﬂ.E'd Icl yl:nu on Fl:nrrn
gnﬁx 1098. See instructions If limited . . . 8a 5,000
b Home morigage interast not reported to you on Fun'n mga Sae
Instructions i limited. If pald to the person from whom you
bought the home, see Instructions and show that person's
name, identifying no., and address . B
¢ Points not reported to you on Form 1098, See Instructions for
special rules . e I [
d Reserved for future use Bd
@ Add lines Ba through 8¢ Bo 5,000
8  Investment II‘II»:EI'EGJjr Attach Formn -19'5? iT lequlre:‘.l S-BE I‘lslmcﬁms 9
10 AddlimesBeand® . . . . . . . . . . . . . 4 4 4 w4 e e e o« . |10 5,000

Mortgage interest and points on your main home and second home are deductible up to
$750,000 in mortgage debt. The limit is $1,000,000 on loans originated prior to December
15,2017. This information is most commonly reported on Line 8a.

Investment interest may be deductible and is
reported on Line 9. The amount you can
deduct is capped at your net taxable
investment income for the year.

Tax Planning Tip

Interest on home equity loans and lines of
credit are only deductible as mortgage
interest if the borrowed funds are used to buy,
build or improve the home that secures the
loan.

Investment interest is interest paid on money
you borrowed to purchase property held for
investment. It doesn't include any interest
used for passive activities or to purchase
securities that generate tax-exempt income
(municipal bonds). Interest from margin loans
and pledged asset lines is typically deductible
when used to purchase securities.




Charitable gifts are reported on Lines 11-14.

Schedule A
Gifts to 11  Gifts by cash or check. If you made any gift of $250 or more,
Charity seednstructions . . . . . . . . . . oL L oL L. 11 3
Caution:Myou 12 Ofher than by cash or check. If you made any gift of $250 or
ot 4 bt for more, see Instructions. You must attach Form 8283 if over $500 | 12 2,
seinsiructions. 43 Carryover fromprioryear . . . . . . . . . . . . . 13
14 Addinesiithroughi3 . . . . . . . . e e e e . T | 14 5.000

Cash gifts are reported on Line 11. Donations of property, which include personal items and
securities, are reported on Line 12. If you are making relatively large cash gifts, consider
donating appreciated securities instead. Not only do you potentially receive a deduction for
the value of the gift, but you do not have to pay tax on the gains (and neither does the
charity because they are a tax-exempt entity).

 For contributions of cash, check or other monetary gift (regardless of amount), you
must maintain a record of the contribution: a bank record or a written communication
from the qualified organization containing the name of the organization, the amount and
the date of the contribution.

« For any contribution of $250 or more (including contributions of cash or property), you
must obtain and keep in your records a contemporaneous written acknowledgment
from the qualified organization indicating the amount of the cash and a description of
any property contributed. The acknowledgment must say whether the organization
provided any goods or services in exchange for the gift.

Tax Planning Tip

If you are close to itemizing your deductions, you may want to consider a bunching strategy
for your charitable gifts. Combining several years of charitable donations to exceed the
standard deduction in one year, while then taking the standard deduction in subsequent
years may lead to larger deductions over a multi-year period.
e Consider using a Donor Advised Fund if you want the full deduction in the year you make
the contribution, but do not want to give all the money to a particular charity in that
same year.

Your total itemized deductions are listed on Line 17.

Schedule A

Total 17 Add the amounts in the far right column for lines 4 throwgh 16. Also, enter this amount

Itemized on Form 1040 or 1040-SR, i@ 12e . . . . . . . . . . . . . . . . . 17 55,193

Deductions 18 If you elect to itemize deductions even though they are less than your standard
deduction, checkthisbox . . . . . . . . . . . . . -« « .« « o |




Capital gains and losses realized during the year are reported on Schedule D. Schedule D
reports a summary of your short-term and long-term transactions. Form 8949 is often used

to report each individual transaction.

Short-term capital gains are reported on Part | of Schedule D.

Schedule D: Part|
Short-Term Capital Gains and Losses—Generally Assets Held One Year or Less (see instructions)
Sed Instructions Tor how 1o figure the amounts 1o enter on 1] ) Gavir o (Josa)
the linas balow. 1+1] (L] Adustments Saubtract colmn (&
Proceseds Cosl to gain or loss from | from column {d) and
This form may be aasler to complate if you round off cents {salas prics) (or other Basis) Formis) 5040, Part |, | combing the resus
1o whole dollars., lin 2, colurmn ig) with colenn {g)
1a Tolals for al shor-term transactions reported on
Form 1099-B or Form 1089-DA for which basks was
reported to the IRS and for which you have no
adlustments (see Instructions). Howewer,  you
choose to report all these transactions on Form 8949,
leave this line Blank and go o line 1D 5,000
1b Totals for all transactions reportad on Formis) 8949
with Box A or Box G checked .
2 Tolals for all transactions reported on Forml:s} 39&9
with Box B or Box H checked . r
3  Tolals for all transactions rapmm on Forrntsj 89-19
with Box C or Box | checked
4  Short-term gain from Form 8252 and short- taan galn or (loss) from Forms 4884, 6781, and 8824 | . 4
§  Met short-term gain or (loss) from parinerships, S corporations, estates, and trusts from Schedulajg) K-1 | 8
6 Shom-term capital loss camyower, Enter the amount, If an:.r from line 8 of :Nur GHPIIEII Loss
Carryover Worksheet In the Instructions L 1
T Met short-term capital gain or (loss). Combine lines 1a trrmgn & In column {h:n i '-_mu have an;.r
long-term capital gains of losses, go 1o Part Il below. Otherwise, go to Part Ill on the back . . 7 5,000

Short-term capital losses are first used to offset short-term capital gains. A security is
considered short-term if it was held for one year or less. If you have excess short-term
losses, they may be able to be used to offset long-term capital gains.

Long-term capital gains are reported on Part Il of Schedule D.




Schedule D: Part 2

Long-Term Capital Gains and Losses—Generally Assets Held More Than One Year (see instructions)

Sea Instructions for how 10 figure the amounts to anter on (1] ) Ganim or loss)

the lines balow. 5] [[]] Adusimants Subtract colamn (&)
Proceeds Cost b gain of koss from | from column {d) and

This form may beé easlar to complate If you round off cents {sales price| (or thier basis) Formnis) 8345, Part Il, | combine the resus

10 whole dollars, i 2, ol i) Wit i ()

8a Totals for all long-term transactions reported on Form
1098-B or Form 1009-DA for which basis was
reported to the IRS and for which you have no
adjustments (see Instructions). Howeaver, I you
choose to report all these transactions on Form 8949,
leave this line blank and go to line 80 . . . . {25.000)

8b Tolals for all transactions reported on Formi(s) SEMQ
with Box D or Box J checkead .

9 Totals fof all transactions reported on Form:s} BMQ
with Box E or Box K chacked .

10 Totals for all transactions rapmad on an:s} 2949
with Box F or Box L chacked . .

11 Gain from Form 4797, Part I; long-term galn from Forms 2439 and 6252, and long-tarm gain of (105s5)

from Forms 4684, 6781, and 8824 . . . 11
12 Net long-term gain or (lo5s) from parnerships, S mwalmns aﬁtatqs and lrusis 1'n:m dedulats: H 1 | 12 |
13 Capital gain distributions. See the Instructions . . . . 13 15,000
14  Long-term capital loss camyover. Enter the amount, if any from lne 13 of ymr {:apnal Loss

Carryover Worksheet In the Instructions . . . 14 |i 5,000)
15 Net long-term capital gah or (loss). Combing lines Sa T.nmug'l 14 In column {h:| Tnen gﬂ- to F'art ]

ontheback . . . R - S . 15 {15,000)

Capital gain distributions from mutual funds are reported on Line 13.

Tax Planning Tip

If you are receiving large capital gain distributions from your investments, consider using
more tax efficient options, like ETFs, in your taxable accounts. Doing so can greatly reduce
the tax drag on your portfolio over time. Place your most tax efficient investments in taxable
accounts and the least tax-efficient investments in your retirement accounts

(IRAs, 401(k)s, etc.).

Long-term capital losses are first used to offset long term capital gains. A security is
considered long-term if it was held for more than one year (366+ days).

If you still have excess losses in one category and gains in the other category, they can
offset each other and are combined on Line 16.




Schedule D: Part 3

Summary

16 Combine lines 7 and 15and entertheresult . . . . . . . . . . . . . . . . . . |16 {10,000)

+ If line 1€ Is a gain, enter the amount from line 16 on Form 1040, 1040-5R, or 1040-NR, line Ta.
Then, go to ling 17 batow.

« If lina 16 Is a loss, skip lines 17 through 20 bealow. Then, go to line 21, Also be sure 1o complate
line 22.

+ If ling 16 Is zero, skip lnes 17 through 271 below and enter -0- on Form 1040, 1040-5R, or
1040-MR, line Ta. Then, go o line 22,

17 Arelines 15 and 16 both gains?
] Yes. Go to line 18,
] No. Skip lines 18 through 21, and go 1o ling 22,

18  If you are required fo complete the 28% Rate Galn Worksheet rs-ea Incstruc:tlons:n enter the
amount, it any, from line 7 of that worksheet . . . 18

19 If you are required to complete the Unrecaptured Section 1250 Gain Worksheet {saa
instructions), enter the amount, if any, from line 18 of that worksheet . . . . 19

20 Are lines 18 and 19 both zerd of Dlank and you are not 1ling Fom 49527
L] ¥es. Complete the Qualified Dividends and Capital Gain Tax Worksheet in the instructions
for Form 1040, line 16. Don't completa linas 21 and 22 below.

[ No. Complete the Schedule D Tax Worksheet in the instructions. Don't complete lines 21
and 22 below.

2 I line 16 Is a loss, enter here and on Form 1040, 1040-5R, or 1040-NR, lina Ta, the smaller of:

« The loss on line 16; or . ) L . il 3.000)
» [£3,000), or if married filing separately, ($1,500)

Note: When figuring which amount k= smaller, treat both amounts as positive numbers.

22 Do you have qualified dividends on Form 1040, 1040-SR, or 1040-NR, line 3a?

] ¥es. Compiete the Gualifled Dividends and Capital Gain Tax Worksheet in the Instructions
for Form 1040, line 16,

] No. Compiate tha rést of Form 1040, 1040-SR, or 1040-NR.

If you have losses that exceed gains, up to $3,000 can be used to offset other income.
Additional amounts carryforward indefinitely.

If you have any questions or would like to discuss your tax return in
more detail, please reach out to your Shakespeare Financial Advisor.
We would be happy to discuss it with you further.
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About Shakespeare Wealth Management
Your Fee-Only, Fiduciary Advisors in Lake Country

Our CFP® Advisors are more than your financial planner; we are your partner. By limiting the
number of clients per advisor, we develop deep, meaningful relationships. The technical
expertise of our team best serves the complex, comprehensive plans for individuals and
families with investable assets of $1 million or more.

Planning for Life. Providing Peace of Mind.

» Shakespeare Wealth Management is a Fee-Only Average Clients
Per Advisor

67

* Fee-Only advisors are held to a fiduciary standard, ﬁ}' Sfiae?ﬁ ¥§?,L‘c}e

Registered Investment Advisor (RIA) regulated by the SEC.

requiring all advice be in the best interest of our clients. 10

) o . Number of Client
e Shakespeare serves high net-worth individuals with a Families with

Shakespeare 20+ Years
minimum of $1,000,000 to invest.

32

ShakespeareWM.com

262-814-1600

@ShakespeareWM

@ShakespeareWealthManagement
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