QUALIFIED DIVIDENDS AND CAPITAL GAIN TAX WORKSHEET
2023

QUALIFIED DIVIDENDS AND CAPITAL GAIN TAX WORKSHEET 2023 ARE ESSENTIAL COMPONENTS OF UNDERSTANDING HOW
INVESTMENT INCOME IS TAXED IN THE UNITED STATES. AS INVESTORS ENGAGE IN BUYING AND SELLING STOCKS, THEY MUST
NAVIGATE THE COMPLEXITIES OF TAX IMPLICATIONS THAT ARISE FROM THEIR ACTIVITIES. UNDERSTANDING QUALIFIED DIVIDENDS
AND THE CAPITAL GAIN TAX WORKSHEET CAN SIGNIFICANTLY IMPACT AN INVESTOR'S NET RETURNS. THIS ARTICLE DELVES INTO
WHAT QUALIFIED DIVIDENDS ARE, HOW CAPITAL GAINS ARE TAXED, AND HOW TO EFFECTIVELY UTILIZE THE CAPITAL GAIN TAX
\WORKSHEET FOR THE YEAR 202 3.

UNDERSTANDING QUALIFIED DIVIDENDS

QUALIFIED DIVIDENDS ARE PORTIONS OF A CORPORATION'S EARNINGS THAT ARE DISTRIBUTED TO SHAREHOLDERS AND MEET
SPECIFIC CRITERIA ESTABLISHED BY THE INTERNAL REVENUE SERVICE (IRS). UNLIKE ORDINARY DIVIDENDS, WHICH ARE TAXED AT
A HIGHER RATE AS REGULAR INCOME, QUALIFIED DIVIDENDS ARE TAXED AT A REDUCED CAPITAL GAINS TAX RATE.

CRITERIA FOR QUALIFIED DIVIDENDS

To BE CLASSIFIED AS QUALIFIED, DIVIDENDS MUST MEET THE FOLLOWING CRITERIA:
1. PAD BY A U.S. CORPORATION OR QUALIFIED FOREIGN CORPORATION: DIVIDENDS MUST ORIGINATE FROM DOMESTIC
CORPORATIONS OR CERTAIN FOREIGN CORPORATIONS THAT MEET |IRS REQUIREMENTS.
2. HOLDING PERIOD REQUIREMENT: THE INVESTOR MUST HOLD THE STOCK FOR MORE THAN 60 DAYS DURING THE 12 1-DAY
PERIOD THAT BEGINS 60 DAYS BEFORE THE EX-DIVIDEND DATE. THIS REQUIREMENT ENSURES THAT INVESTORS ARE

COMMITTING TO THE INVESTMENT RATHER THAN ENGAGING IN SHORT-TERM TRADING FOR TAX ADVANTAGES.

3. NOT SPECIFIED TYPES OF DIVIDENDS: CERTAIN DIVIDENDS, SUCH AS THOSE FROM TAX-EXEMPT ORGANIZATIONS OR THOSE
PAID ON CERTAIN PREFERRED STOCKS, DO NOT QUALIFY FOR THE LOWER TAX RATES.

TAx RATES FOR QUALIFIED DIVIDENDS

THE TAX RATES FOR QUALIFIED DIVIDENDS ARE GENERALLY LOWER THAN THOSE FOR ORDINARY INCOME. FOR THE TAX YEAR
2023, THE RATES ARE:

o 0%: For TAXPAYERS IN THE 109% or 129 INCOME TAX BRACKETS.
® 15%: For TAXPAYERS IN THE 22%, 24%, 32%, or 35% INCOME TAX BRACKETS.

o 20%: FOR TAXPAYERS IN THE 37 % INCOME TAX BRACKET.

THESE REDUCED RATES CAN LEAD TO SIGNIFICANT TAX SAVINGS FOR INVESTORS WHO RECEIVE QUALIFIED DIVIDENDS.



CAPITAL GAINS EXPLAINED

CAPITAL GAINS ARE THE PROFITS REALIZED FROM THE SALE OF AN ASSET, SUCH AS STOCKS, BONDS, OR REAL ESTATE. THE
DIFFERENCE BETWEEN THE SELLING PRICE AND THE PURCHASE PRICE DETERMINES THE CAPITAL GAIN. CAPITAL GAINS ARE CLASSIFIED
INTO TWO CATEGORIES:

SHORT-TERM VS. LONG-TERM CAPITAL GAINS

1. SHORT-TERM CAPITAL GAINS: THESE ARE GAINS FROM ASSETS HELD FOR ONE YEAR OR LESS. THEY ARE TAXED AT THE
INVESTOR'S ORDINARY INCOME TAX RATE, WHICH CAN BE SIGNIFICANTLY HIGHER THAN THE RATES FOR QUALIFIED DIVIDENDS OR
LONG-TERM CAPITAL GAINS.

2. LoNG-TErM CAPITAL GAINS: THESE ARE GAINS FROM ASSETS HELD FOR MORE THAN ONE YEAR. LONG-TERM CAPITAL GAINS

BENEFIT FROM REDUCED TAX RATES, SIMILAR TO QUALIFIED DIVIDENDS, AND ARE TAXED AT 0%, 15%, or 20%, DEPENDING ON
THE TAXPAYER'S INCOME LEVEL.

UTiLIzING THE CAPITAL GAIN TAX W ORKSHEET FOR 2023

THE CAPITAL GAIN TAX WORKSHEET IS A USEFUL TOOL FOR TAXPAYERS TO ACCURATELY CALCULATE THE TAX OWED ON
CAPITAL GAINS FOR THE TAX YEAR. FAMILIARIZING ONESELF WITH THIS WORKSHEET IS CRUCIAL FOR EFFECTIVE TAX PLANNING.

How 1o Use THE CAPITAL GAIN TAX \W ORKSHEET

THE CAPITAL GAIN TAX WORKSHEET CAN BE FOUND IN IRS ForM 1040 oOR ITS ACCOMPANYING INSTRUCTIONS. HERE’S A STEP-
BY-STEP GUIDE ON HOW TO USE IT EFFECTIVELY:

1. GATHER NECESSARY DOCUMENTS: COLLECT ALL RELEVANT DOCUMENTS, INCLUDING FORM 109 9-B FROM BROKERS,
WHICH DETAILS PROCEEDS FROM THE SALE OF SECURITIES.

2. DETERMINE YOUR CAPITAL GAINS: CALCULATE YOUR TOTAL CAPITAL GAINS BY SUBTRACTING YOUR COST BASIS <THE
PURCHASE PRICE PLUS ANY ASSOCIATED COSTS) FROM THE SELLING PRICE OF THE ASSET.

3. CLASSIFY YOUR GAINS: SEPARATE YOUR SHORT-TERM AND LONG-TERM CAPITAL GAINS. THIS CLASSIFICATION IS
CRUCIAL AS IT DETERMINES THE APPLICABLE TAX RATES.

4. COMPLETE THE WORKSHEET: FOLLOW THE INSTRUCTIONS ON THE WORKSHEET TO INPUT YOUR FIGURES. THE WORKSHEET
TYPICALLY HAS SECTIONS FOR ENTERING SHORT-TERM GAINS, LONG~TERM GAINS, AND THE CORRESPONDING TAX RATES.

5. CALCULATE YOUR TAX LIABILITY: USE THE RESULTS FROM THE WORKSHEET TO DETERMINE YOUR TOTAL TAX LIABILITY
ON CAPITAL GAINS FOR THE YEAR.

IMPORTANT CONSIDERATIONS

W/HILE USING THE CAPITAL GAIN TAX \WORKSHEET, CONSIDER THE FOLLOWING:

- OFFSETTING GAINS WITH LOSSES: IF YOU HAVE CAPITAL LOSSES, YOU CAN USE THEM TO OFFSET YOUR CAPITAL GAINS,
WHICH CAN REDUCE YOUR TAXABLE INCOME. THE IRS ALLOWS YOU TO SUBTRACT CAPITAL LOSSES FROM CAPITAL GAINS,



POTENTIALLY LOWERING YOUR TAX BILL.

- INVESTMENT STRATEGIES: |[F YOU ANTICIPATE SIGNIFICANT CAPITAL GAINS, CONSIDER HOLDING INVESTMENTS LONGER TO
BENEFIT FROM LOWER LONG-TERM CAPITAL GAINS RATES. ADDITIONALLY, CONSIDER TAX-EFFICIENT INVESTMENT STRATEGIES TO
MINIMIZE TAX EXPOSURE.

- CONSULTING A TAX PROFESSIONAL: TAX LAWS CAN BE COMPLEX AND SUBJECT TO CHANGE. |T’S ADVISABLE TO CONSULT A
TAX PROFESSIONAL FOR PERSONALIZED ADVICE, ESPECIALLY IF YOU'RE DEALING WITH LARGE SUMS, COMPLEX INVESTMENTS, OR
SIGNIFICANT CHANGES IN FINANCIAL CIRCUMSTANCES.

CoNCLUSION

(UNDERST ANDING QUALIFIED DIVIDENDS AND CAPITAL GAIN TAX WORKSHEET 2023 IS FUNDAMENTAL FOR ANY INVESTOR
LOOKING TO MAXIMIZE THEIR RETURNS WHILE MINIMIZING TAX LIABILITY. BY RECOGNIZING WHAT QUALIFIES AS A QUALIFIED
DIVIDEND AND HOW CAPITAL GAINS ARE TAXED, INVESTORS CAN MAKE INFORMED DECISIONS REGARDING THEIR INVESTMENT
STRATEGIES. UTILIZING THE CAPITAL GAIN TAX WORKSHEET EFFECTIVELY ENSURES COMPLIANCE WITH IRS REGULATIONS AND
CAN LEAD TO SIGNIFICANT TAX SAVINGS. AS ALWAYS, STAYING INFORMED AND SEEKING PROFESSIONAL ADVICE CAN HELP
NAVIGATE THE INTRICACIES OF TAX OBLIGATIONS RELATED TO INVESTMENT INCOME.

FREQUENTLY ASkeD QUESTIONS

\WHAT ARE QUALIFIED DIVIDENDS FOR THE TAX YEAR 2023?

QUALIFIED DIVIDENDS ARE DIVIDENDS PAID BY U.S. CORPORATIONS OR QUALIFIED FOREIGN CORPORATIONS ON STOCK THAT YOU
HAVE HELD FOR A SPECIFIC PERIOD. FOR THE TAX YEAR 2023, THESE DIVIDENDS ARE TAXED AT THE LONG-TERM CAPITAL GAINS
TAX RATES, WHICH ARE GENERALLY LOWER THAN ORDINARY INCOME TAX RATES.

How Do | DETERMINE IF MY DIVIDENDS ARE QUALIFIED IN 2023°?

To DETERMINE IF YOUR DIVIDENDS ARE QUALIFIED, CHECK IF THE STOCK WAS HELD FOR AT LEAST 61 DAYS DURING THE 12 1-
DAY PERIOD THAT STARTS 60 DAYS BEFORE THE EX-DIVIDEND DATE. ADDITIONALLY, THE DIVIDENDS MUST BE FROM STOCKS
THAT ARE NOT CONSIDERED TO BE REITS OR CERTAIN OTHER TYPES OF INVESTMENTS.

\WHAT IS THE CAPITAL GAINS TAX RATE FOR 2023?

For THE TAX YEAR 2023, THE LONG-TERM CAPITAL GAINS TAX RATES ARE 0%, 15%, or 20%, DEPENDING ON YOUR
TAXABLE INCOME. SHORT-TERM CAPITAL GAINS ARE TAXED AS ORDINARY INCOME AT YOUR REGULAR TAX RATE.

How Do | FILL OUT THE CAPITAL GAIN TAX WORKSHEET FOR 2023?

TO FILL OUT THE CAPITAL GAIN TAX WORKSHEET FOR 2023, YOU NEED TO GATHER YOUR SALES INFORMATION AND THE BASIS
OF YOUR ASSETS. THE WORKSHEET WILL GUIDE YOU THROUGH CALCULATING YOUR NET CAPITAL GAINS OR LOSSES, WHICH
WILL IMPACT YOUR TAX RATE BASED ON YOUR OVERALL INCOME.

\WHAT IS THE IMPACT OF CAPITAL GAINS AND QUALIFIED DIVIDENDS ON MY TAX
RETURN?
BOTH CAPITAL GAINS AND QUALIFIED DIVIDENDS CAN SIGNIFICANTLY AFFECT YOUR TAX RETURN. QUALIFIED DIVIDENDS ARE

TAXED AT A LOWER RATE, WHILE LONG-TERM CAPITAL GAINS ARE ALSO SUBJECT TO PREFERENTIAL RATES. PROPERLY
REPORTING THESE ON YOUR TAX RETURN CAN HELP LOWER YOUR OVERALL TAX LIABILITY.
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