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Copy B
For Recipient

This is important tax
information and is

being furnished to the
Internal Revenue

Service. If you are
required to file a return,
a negligence penalty or
other sanction may be
imposed on you if this
income is taxable and

the IRS determines that
it has not been

reported.

OMB No. 1545-0715PAYER’S name, street address, city, state, ZIP code, and telephone no. Date of sale or exchange1a Proceeds From
Broker and

Barter Exchange
TransactionsDate of acquisition1b

2 Reported
to IRS

Sales price

$
Sales price less commissions and option premiums

RECIPIENT’S name Wash sale loss disallowed5

Street address (including apt. no.)

City, state, and ZIP code

CUSIP number

Department of the Treasury - Internal Revenue ServiceForm 1099-B

�

(keep for your records)

CORRECTED (if checked)

Form 1099-B

6

11

PAYER’S federal identification number RECIPIENT’S identification number Cost or other basis3 Federal income tax withheld4

$

10

$

Profit or (loss) realized in
2011 on closed contracts

11 Unrealized profit or (loss) on
open contracts—12/31/2010

12 Unrealized profit or (loss) on
open contracts—12/31/2011

13 Aggregate profit or (loss) on
contracts

$

$$

Type of gain or loss8

Short-term

Long-term

If box checked, loss
based on amount in
box 2 is not allowed

15

14 Bartering

$$

$

9 Description

If this box is checked, 
boxes 1b, 3, 5, and 8 
may be blank

$

Sales price of stocks,
bonds, etc.

Account number (see instructions)

7
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Introduction
Almost everything you own and use for personal 
purposes, pleasure, or investment is a capital 
nonbusiness asset.  When you sell a capital 
asset, the difference between the selling price 
and your basis (usually what you paid for it) is a 
capital gain or a capital loss.

This session covers capital gains and losses, or 
capital transactions.  Once you have determined 
that the taxpayer has a capital gain or loss, you 
must classify it as either short-term or long-term. 

Depending on whether the asset was held for personal, pleasure, or 
investment purposes, you may have to report the gain or loss on the 
taxpayer’s tax return.  

Objectives
After completing this session, you will be able to

  Identify capital assets

  Determine the holding period on capital assets

  Calculate the gain or loss on capital assets

  Calculate the tax when a taxpayer has capital transactions

  Calculate a capital loss carryover

  Determine when the gain from the sale of a personal residence 
may be excluded

For more information on 
the topics discussed in 
this session, refer to IRS 
Publication 17, Your Federal 
Income Tax, Part Three, Gains 
and Losses.
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Lesson I: Capital Assets
Generally, capital assets include anything that is owned and used for 
personal purposes, pleasure, or investment.  Most property owned is 
considered a capital asset.  

Examples of capital assets include:

  Stocks or bonds held in a 
personal account

  A house owned and used 
by an individual and their 
family

  Household furnishings

  A car, boat, motorcycle, or motor home used for pleasure or 
commuting

  Coin, art, or stamp collections

  Gems and jewelry

  Gold, silver, or any other precious metal

Examples of noncapital assets include:

  Property held mainly for sale to customers, including stock in 
trade and inventor

  Accounts or notes receivable acquired in the ordinary course of 
a trade or business for services performed, or from the sale of 
property held mainly for sale to customers

  Depreciable property or real estate used in a trade or business, 
or as rental property, even if it is fully depreciated

  Supplies regularly used in a trade or business

Investment Property

Investment capital assets include gold, silver, stamps, coins, and 
gems.  These assets are capital assets only if they are held for 
investment purposes and not held as inventory for sale by a dealer.

Stocks (including stock received as a dividend), stock rights, and 
bonds are commonly known as securities.  These items are also 
investment capital assets if they are not held for sale by a securities 
dealer.

Asset - An item of value or 
usefulness.

Sale - A transfer of property for 
money or a mortgage, a note, 
or other promise to pay money.
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Personal Use Property

Personal use property includes property held solely for personal use.  
This includes the taxpayer’s:

  House

  Household furnishings

  Car

  Boat

  Motorcycle

  Motor home used for pleasure

Knowledge Check One

1. If property is used for _____________ purposes, it is not a 
capital asset.

  Business

  Investment

  Personal

  Pleasure

2. Which of the following is not personal use property?

  Boats

  Motorcycles

  Household furnishings

  Rental homes
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Lesson II: Gains and Losses
A taxpayer may have a gain or a loss when 
selling an asset.  If the amount received 
for property is more than the basis, a gain 
is realized.  Otherwise, there is a loss.  
Generally, a realized gain is recognized for 
tax purposes and must be reported on an 
income tax return.

The difference between realized and 
recognized gains or losses occurs where 
there is an element of nontaxable 
exchanges.  The Section 121 exclusion of 
the sale of a personal residence is one 
example of this difference.  Except for the 
sale of a personal residence, nontaxable 

exchanges are not covered in this session.

Gains may need to be included in gross income, whereas losses may, 
or may not, be deductible.

Certain transactions might not seem to be sales transactions, yet they 
qualify as sales transactions for tax purposes.  This includes when a 
taxpayer redeems securities, when securities become worthless, or 
when an outstanding debt owed to a taxpayer becomes worthless.

To determine whether a gain is taxable or a loss is deductible, fi rst 
classify the taxpayer’s gains and losses as either ordinary or capital.  
Next, classify their capital gains and losses as held either short-term or 
long-term, according to the asset’s holding period.  

It is important to correctly identify capital transactions in order to 
calculate the limit on losses and to determine the correct tax rate on 
capital gains.  Short-term gains are included in ordinary income and 
taxed at the regular tax rate, whereas long-term gains are generally 
taxed at a special (usually lower) tax rate.

For taxpayers with a regular marginal tax rate of 25% or more, the tax 
rate on long-term capital gains is limited to 15%.  For taxpayers with a 
regular tax rate of less than 25%, the maximum capital gain rate is 0%.

Example: Janet’s regular marginal tax rate is 28%.  She has a long-
term capital gain of $1,000.  Because her regular tax rate is above 
25%, her capital gain tax is $150 ($1,000 × 15%).

Amount Realized - The total of 
all money and the fair market 
value of all property or services 
the seller received from a sale 
or exchange of a property, 
less expenses of sale.    The 
amount realized also includes 
any of the seller’s liabilities or 
any liabilities (assumed by the 
buyer) to which the transferred 
property is subject.

Amount Recognized - The 
amount of gain or loss realized 
from a sale or exchange of 
property that is included in or 
deducted from gross income 
for tax purposes.

Short-Term Holding Period - 
A period of one year or less.

Long-Term Holding Period - 
A period of more than one year.
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Ordinary and Capital Gains and Losses

The sale or trade of a capital asset generally results in a capital gain 
or loss.  The sale or trade of a noncapital asset results in an ordinary 
gain or loss.  In some situations, the sale of a capital asset generates a 
combination of ordinary and capital gain or loss income.

In most cases, any gain or loss from the sale of investment property is 
a taxable capital gain or a deductible capital loss.  When personal use 
property is sold, the taxpayer must claim any gain as income.  They 
may not deduct any loss.

Other losses the taxpayer cannot deduct are from:

  The sale of property between family members

  A transfer of property between spouses, including property 
transferred incident to a divorce

Example: Al owns a motorcycle he purchased for $5,000.  If he sells 
the motorcycle for $8,000, he will have a taxable capital gain of $3,000 
that must be reported on his tax return.  However, if he sells the 
motorcycle for $4,000, he will have a personal capital loss of $1,000 
and he cannot deduct the loss.  If Al transfers the motorcycle to his 
spouse, incident to their divorce, there is no capital gain or loss for him.

Special considerations apply to nonbusiness bad debts, redemptions 
of securities, and worthless securities.  To be a deductible loss, a 
nonbusiness bad debt must meet the following requirements:

  The debt must be genuine.

  The taxpayer must have basis in the debt.

  The debt must be totally worthless.

A nonbusiness bad debt is always treated as a short-term capital loss.

Redemption of stock is treated as a sale or trade and is subject to 
capital gain or loss provisions.  An exception applies if the redemption 
is a dividend or other distribution of stock.  Generally, the redemption 
or retirement of bonds or notes at their maturity is treated as a sale
or trade.

Securities that became worthless during the tax year are treated as 
though they were sold on the last day of the tax year.  This affects 
whether the taxpayer’s capital loss is considered long-term or short-
term.

If the taxpayer does not claim a loss for a worthless security on their 
original return for the year it becomes worthless, they can fi le a claim 
for a credit or refund due to the loss.  To do this, use Form 1040X, 
Amended U.S. Individual Income Tax Return, to amend the taxpayer’s 
return for the year the security became worthless.

Ordinary Gain - Gain that is 
subject to regular income tax 
rates as opposed to capital 
gain rates.

Bad Debt - A loss from the 
worthlessness of a debt.

Redemption of stock is the 
reacquisition of stock by the 
original issuer.
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Holding Period

Holding period refers to how long a taxpayer owns property.  Property 
owned for a year or less is usually considered short-term property.  
Property owned for more than a year is usually considered long-term 
property.

The holding period is determined differently depending on whether the 
property was either of the following:

  Purchased

  Received as a gift or inheritance

Personal Use Property

To determine how long a taxpayer held personal use property, 
including investment property, begin counting on the day after the 
date they acquired the property.  The day the taxpayer disposed of the 
property is part of their holding period.  

If the taxpayer inherits personal use or investment property, their 
capital gain or loss on any later disposition of that property is always 
treated as a long-term capital gain or loss.  This is regardless of how 
long they actually held the property.

If the taxpayer receives property as a gift, their holding period is the 
same as the original owner’s.  The donor should provide the donee 
with records to determine the basis and holding period.

Example: Richard purchased a vintage Corvette on August 5, 2010,
and sold it on July 15, 2011.  
Richard’s holding period is one 
year or less, so the transaction is a 
short-term transaction.  If he had 
waited until after August 6 to make 
the sale, the transaction would
have been a long-term transaction.

Securities

For securities traded on an established securities market, the 
taxpayer’s holding period begins on the day after the trade date they 
buy the securities, and ends on the trade date they sell them.  Do not 
confuse the trade date with the settlement date, which is the date the 
stock must be delivered and paid for.  

The holding period for stock the taxpayer receives as a taxable stock 
dividend begins on the date of distribution.  The holding period for new 
stock the taxpayer receives as a nontaxable stock dividend begins on 
the same day as the holding period of the old stock.

Trade Date - The day on which 
the actual sale or purchase of 
an asset occurred.

Settlement Date - The date 
by which property must be 
delivered and payment must be 
made.
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Exceptions

The following exceptions apply when determining holding periods:

  Report all nonbusiness bad debt as a short-term capital loss.

  Report capital gain distributions as long-term, regardless of how 
long the taxpayer held their investment.

  If the taxpayer disposes of property they acquired by inheritance, 
report the disposition as a long-term gain or loss, regardless of 
how long they held the property.

Capital Gain Distributions

Generally, capital gain distributions are paid to the taxpayer by mutual 
funds.  These distributions are paid from the net realized long-term 
capital gains of the mutual fund.  Always treat capital gain distributions 
as long-term capital gains regardless of how long the taxpayer owned 
their shares in the mutual fund.

Capital gain distributions are reported to the taxpayer on 
Form 1099-DIV, Dividends and Distributions.  

Knowledge Check Two

1. To determine whether there is a deductible loss, taxpayers must 
fi rst classify their losses as either _____________.  

  Capital or ordinary

  Ordinary or extraordinary

  Extraordinary or personal

  Personal or capital

2. Amelia bought 100 shares of stock with a trade date of 
January 12, 2010.  She later sold the stock on March 15, 2011.  
When does her holding period begin?

  January 11, 2010

  January 12, 2010

  January 13, 2010

  January 14, 2010

Capital Gain Distributions - 
Amounts paid to an individual 
or credited to their account 
by regulated investment 
companies and real estate 
investment trusts.  These 
amounts are also known as 
capital gain dividends.
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Lesson III: Transaction Reporting
Payers such as brokers or real estate closing agents may provide a 
Form 1099 (or its equivalent) to report capital 
transactions.  Common Forms 1099 include: 

  Form 1099-DIV, Dividends and 
Distributions

  Form 1099-B, Proceeds from Broker 
and Barter Exchange Transactions

  Form 1099-S, Proceeds from Real 
Estate Transactions

The information on these forms is reported to 
the IRS and matched to a taxpayer’s income tax return.

Beginning in 2011, Forms 1099 are starting to include all of the 
information necessary to determine the tax consequences of 
investments and related activities.  Important information is often found 
on brokerage statements which, along with Forms 1099, may be used 
to determine the holding period of capital transactions.

Form 1099-DIV

Capital gain distributions are reported on Form 1099-DIV, Box 2a. 

Only distributions from net realized long-term capital gains are reported 
here.  Distributions of net realized short-term capital gains are not 
taxed as capital gains.  Instead, they are included on Form 1099-DIV 
as ordinary dividends.

The ordinary dividends from Form 1099-DIV, Box 1a, are entered on 
Form 1040, Line 9a.  The qualifi ed dividends from Box 1b are entered 
on Form 1040, Line 9b.  Capital gain distributions from Box 2a 
are entered on Schedule D, Capital Gains and Losses, Line 13.  If 
Schedule D is not required, then these distributions are entered on 
Form 1040, Line 13, with the check box in the margin marked.

AFor descriptions of each box 
on Form 1099-DIV, refer to 
Appendix H. OMB No. 1545-0110 

2011
Form  1099-DIV 

Dividends and 
Distributions 

Copy B 
For Recipient

1a   Total ordinary dividends 

$ 
1b  Qualified dividends

$ 
2a  Total capital gain distr.

$ 
2b  Unrecap. Sec. 1250 gain 

$ $$$$$$$$$$$ $
aaaa  TTT tTotTotTo lal capital g iain dididididistrstrstrstrstrstrstr...

$$$$ $$

$$$$
2222222a222a222a2a22a2a

A
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Illustration One

John Frost received a capital gain distribution       from a mutual fund.  
His Form 1099-DIV is shown.  

John’s capital gain distribution from Form 1099-DIV, Box 2a, is entered 
on Schedule D, Line 13.  However, if Schedule D is not required for 
John, then his capital gain distribution is entered on Form 1040, Line 13,
and the check box in the margin is marked.

Form 1099-B

If a taxpayer sold property such as stocks, bonds, or certain 
commodities through a broker during the year, the broker should 
provide them with a Form 1099-B (shown in Illustration Two) or an 
equivalent statement.

Brokers may use a substitute Form 1099-B or use a consolidated 
statement.  These statements frequently include sections for 
Forms 1099-INT, Dividends and Distributions, 1099-DIV, and 1099-B, 
and list all transactions for the year.  Consolidated statements must 
use the same box numbers and amounts as the form it replaces.

CORRECTED (if checked)
OMB No. 1545-0110 

2011
Form  1099-DIV 

Dividends and 
Distributions 

Copy B 
For Recipient 

This is important tax 
information and is 
being furnished to 

the Internal Revenue 
Service. If you are 

required to file a 
return, a negligence 

penalty or other 
sanction may be 

imposed on you if 
 this income is taxable 

and the IRS 
determines that it has 

not been reported. 

PAYER’S name, street address, city, state, ZIP code, and telephone no. 

PAYER’S federal identification   
number 

RECIPIENT’S identification   
number 

RECIPIENT’S name 

Street address (including apt. no.) 

City, state, and ZIP code 

Account number (see instructions) 

1a   Total ordinary dividends 

$ 
1b  Qualified dividends

$ 
2a  Total capital gain distr.

$ 
2b  Unrecap. Sec. 1250 gain 

$ 
2c  Section 1202 gain 

$ 

2d  Collectibles (28%) gain 

$ 
3  Nondividend distributions 

$ 
4  Federal income tax withheld 

$ 
5  Investment expenses 

$ 
6  Foreign tax paid 

$ 

7  Foreign country or U.S. possession 

8  Cash liquidation distributions 

$ 
9  Noncash liquidation distributions 

$ 

Form 1099-DIV (keep for your records) Department of the Treasury - Internal Revenue Service

AMERICAN FUNDS
102 CAPITAL ROW
NEW YORK, NY 10201

00-0168800 400-00-1688

JOHN FROST

1017 DURANT ROAD

YOUR CITY, YS ZIP CODE

129.53

F

2b

$
2c Section 1202 gain 2d

a Total capital gain distr.

$ 129.53

$
2a

$

$ A

For descriptions of each box 
on Form 1099-B, refer to 
Appendix K. 

      fA
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Always report the amount in Box 2 as the sales price, regardless of 
which check box is marked to the right of the Box 2 amount.

If the ‘Sales price’ check box is marked, add any broker fees or sales 
commissions for the sales transaction to the cost basis.  If the ‘Sales 
price less commissions and option premiums’ check box is marked, 
the payer has accounted for the fees and no adjustment of the cost 
amount is required. 

Illustration Two

John Frost, from Illustration One, sold shares of stock during the year.  
He received the Form 1099-B shown from his broker, reporting his 
sales price.

Notice how John’s total reported on Line 13 from Illustrations One 
and Two is $255.       This amount is comprised of the $130 Capital 
Gain Distribution from his Form 1099-DIV, Box 2a, and the $125 
gain reported on Form 1099-B, which is the difference between his 
cost basis in the 25 shares of Eagle Stock and the sales price shown 
($1,000 sales price – $875 cost basis).

Pay particular attention to 
the check box in Box 2.  It 
determines whether you should 
adjust the purchase price (cost)  
to include sales commissions, 
or whether they have already 
been included in the amount 
reported by the payer in Box 2.

Never adjust the sales price 
that was reported to the IRS; 
always make your adjustments 
to the basis.

s tota
.       T
from
B

A

Copy B
For Recipient

This is important tax
information and is

being furnished to the
Internal Revenue

Service. If you are
required to file a return,
a negligence penalty or
other sanction may be
imposed on you if this
income is taxable and

the IRS determines that
it has not been

reported.

OMB No. 1545-0715PAYER’S name, street address, city, state, ZIP code, and telephone no. Date of sale or exchange1a Proceeds From
Broker and

Barter Exchange
TransactionsDate of acquisition1b

2 Reported
to IRS

Sales price

$
Sales price less commissions and option premiums

RECIPIENT’S name Wash sale loss disallowed5

Street address (including apt. no.)

City, state, and ZIP code

CUSIP number

Department of the Treasury - Internal Revenue ServiceForm 1099-B

�

(keep for your records)

CORRECTED (if checked)

Form 1099-B

6

11

PAYER’S federal identification number RECIPIENT’S identification number Cost or other basis3 Federal income tax withheld4

$

10

$

Profit or (loss) realized in
2011 on closed contracts

11 Unrealized profit or (loss) on
open contracts—12/31/2010

12 Unrealized profit or (loss) on
open contracts—12/31/2011

13 Aggregate profit or (loss) on
contracts

$

$$

Type of gain or loss8

Short-term

Long-term

If box checked, loss
based on amount in
box 2 is not allowed

15

14 Bartering

$$

$

9 Description

If this box is checked, 
boxes 1b, 3, 5, and 8 
may be blank

$

Sales price of stocks,
bonds, etc.

Account number (see instructions)

7

06/23/2011

03/12/2010

25 SHARES EAGLE STOCK

NATIONAL BROKERAGE
2121 FINANCIAL WAY
YOUR CITY, YS ZIP CODE

JOHN FROST

1017 DURANT ROAD

YOUR CITY, YS ZIP CODE

00-0001688 400-00-1688

1,000.00

400001688-1

875.00

$
Cost or other basis

bonds, etc.

1,000.00A

BA ICapital gain or (loss). Attach Schedule D if required. If not required, check here .... 1313             255
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Form 1099-S

If the taxpayer sold or traded reportable real estate, the real estate 
closing agent should provide them with a Form 1099-S (shown in 
Illustration Three) or an equivalent statement that discloses the gross 
proceeds of the sale.

If the taxpayer can exclude from gross income the entire gain from the 
sale of their main home, the closing agent generally is not required to 
issue Form 1099-S.  If the taxpayer does not receive Form 1099-S, 
sale documents and other records may be used to calculate the total 
amount received for the home sale.

Illustration Three

Robert Stanson sold his home in 2011.  He purchased the home 
several years ago at a very reasonable price.  Being single, he can 
exclude up to $250,000 of any capital gain from his gross income 
because he meets all of the qualifying conditions.  His broker has 
knowledge of his basis in the property and has issued a Form 1099-S, 
expecting that a portion of Robert’s gain will be taxable.

The selling price for Robert’s home is $625,576,      as shown on his 
Form 1099-S.  Robert’s basis in the home is $187,325, including costs 
for improvements.  The gain on the sale is $438,251. 

For descriptions of each box 
on Form 1099-S, refer to 
Appendix N. 

Main Home - Generally, the 
home in which an individual 
lives for most of the year. 
(Also referred to as a principal 
residence).

CORRECTED (if checked)

Copy B

This is important tax
information and is being
furnished to the Internal
Revenue Service. If you

are required to file a
return, a negligence

penalty or other
sanction may be

imposed on you if this
item is required to be
reported and the IRS

determines that it has
not been reported.

(keep for your records)

For Transferor

OMB No. 1545-0997

Proceeds From Real
Estate Transactions

FILER’S federal identification number TRANSFEROR’S identification number

Gross proceeds

Date of closing1

TRANSFEROR’S name

Address or legal description

Street address (including apt. no.)

City, state, and ZIP code Transferor received or will receive property or services
as part of the consideration (if checked) �

Account or escrow number (see instructions)

Department of the Treasury - Internal Revenue ServiceForm 1099-S

FILER’S name, street address, city, state, ZIP code, and telephone no.

2

3

4

$ Form 1099-S

Buyer’s part of real estate tax5

$

11
ABLE BROKERAGE
1212 KNOWLES ROAD
YOUR CITY, YS ZIP CODE

3/12/2011

625,576.32

00-0016870 400-00-1687
LOT 21-102, PARCEL 49A

ROBERT STANSON

8921 STANSON WAY

YOUR CITY, YS ZIP CODE

oss proceeds

ress or legal description

625,576.32
A

A
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Knowledge Check Three

1. Form __________ is used to report capital gain distributions to 
taxpayers.

  1099-B

  1099-DIV

  1099-INT

  1099-S

2. Form __________ is used to report the sale of real estate.

  1099-B

  1099-DIV

  1099-INT

  1099-S

3. Form __________ is used to report stock and bond sale 
transactions.

  1099-B

  1099-DIV

  1099-INT

  1099-S
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Lesson IV: Capital Gain and Loss Reporting
Generally, use Form 8949, Sales and 
Other Dispositions of Capital Assets, and 
Schedule D to calculate a taxpayer’s 
taxable gains and deductible losses from 
the sale of a capital asset.  Results are 
then carried to Form 1040.  Capital gain 
distributions may be reported directly 
on Form 1040 if Schedule D is not 
otherwise required.

Form 8949

Use Form 8949 to report the following:

  Sales and exchanges of capital assets shown on Form 1099-B, 
Form 1099-S, or other sources that have not been reported on 
another form or schedule

  Gains realized on involuntary conversions of nonbusiness assets 
(other than casualty or theft)

  Nonbusiness bad debts

Complete all pages of Form 8949 needed before completing 
Lines 1, 2, 3, 8, 9, or 10 of Schedule D.

Schedule D

Use Schedule D to determine the overall gain or loss from transactions 
reported on Form 8949, and to report the following:

  Gains made as follows:

  To shareholders of undistributed long-term capital gains

  On installment sales

  Long-term gains on sales or exchanges of property used in a 
trade or business (other than casualty or theft)

  Gains or losses from any of the following:

  Casualties or thefts

  Section 1256 contracts and straddles

  Like-kind exchanges

  Partnerships, S corporations, and estates or trusts

  Capital gain distributions paid to the taxpayer during the year 
when the taxpayer is otherwise required to fi le a Schedule D

  Capital loss carryovers from prior years

Although a capital loss from 
the sale of a taxpayer’s main 
home is not deductible, it must 
be reported on their tax return if 
they receive a Form 1099-S.
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Schedule D is not required if both of the following apply:

  The only amounts that would have to be reported on Schedule D 
are capital gain distributions from Form 1099-DIV, Box 2a.

  There are no amounts in Boxes 2b, 2c, or 2d on any 
Forms 1099-DIV (or substitute statements).

If the taxpayer is not required to fi le Schedule D, report their capital 
gain distributions directly on Form 1040, Line 13, and mark the check 
box on that line to indicate that Schedule D is not required.  Use the 
Qualifi ed Dividends and Capital Gain Tax Worksheet in the Form 1040 
Instructions to calculate their tax.

Report short-term capital gains and losses on Form 8949, Part I.  
Report long-term capital gains and losses in Part II.  If all of the 
transactions do not fi t on the lines in Part I and Part II, use additional 
Forms 8949 to report more transactions.  Totals from Parts I fl ow to 
Schedule D, Lines 1, 2, and 3, depending on the detail reported on 
Forms 1099-B.  Totals from Form 8949, Part II, fl ow to Schedule D, 
Lines 8, 9, and 10.

The Schedule D Instructions explain how to report transactions from 
Forms 1099-B and 1099-S.  Include all of the taxpayer’s transactions, 
even if they did not receive a Form 1099-B, a Form 1099-S, or an 
equivalent statement.

To calculate the total net gain or loss, combine the net short-term 
capital gain or loss (Schedule D, Line 7) with the net long-term capital 
gain or loss (Schedule D, Line 15).  Enter the result on Schedule D, 
Part III, Line 16. 

Illustration Four

During this tax year, Trinn Carver (400-00-1685) sold her motor home 
on June 12       for $27,500.       She purchased the motor home four 
years ago on April 1 for $25,300, and replaced the engine at a cost of 
$1,800.  Trinn’s total basis in the motor home is $27,100.  

Because Trinn sold her motor home for a gain, report the transaction 
details on Form 8949, and the gain on Schedule D.       

She held the motor home for longer than one year, so use Part II, as 
shown.

A
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The totals from Form 8949 fl ow to Schedule D, as shown.

Illustration Five

Trinn Carver, from Illustration Four, also trades securities as an 
amateur day trader.  Trinn’s Form 8949, Page 1, and Schedule D, 
Page 1, are shown.  

The totals             on Trinn’s Form 8949 are transferred to Line 1 of 
her Schedule D.

     
dule
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Name(s) shown on return.  Do not enter name and social security number if shown on page 1.
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2
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TRINN CARVER 400-00-1685

X

MOTOR HOME 04/ 011          27,500         27,100

A

(Example: 100 sh. XYZ Co.) (see instructions)(Mo., day, yr.) (see instructions)(Mo., day, yr.)for col (g)* if  any*

MOTOR HOME 04/ 011 27,,,,,,500 27,,,,,,100

B C

F 11/11/11

Sales price from Cost  or  other  basis Adjustments
from Form(s) 8949, to gain or loss fromForm(s) 8949, line 4 Combine columns (e),
line 4, column (f) Form(s) 8949, line 4, (f), and (g)column (e)

column (g)

MXA
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A AA(99)
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Department  of  the  Treasury Attachment
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Capital gain distributions. See the instructions ........................................
Long-term capital loss carryover. Enter the amount, if any, from line 13 of your
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box B

box C

Capital Loss Carryover Worksheet
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box A

box B

box C

Capital Loss Carryover Worksheet

Attach to Form 1040 or Form 1040NR. See Instructions for Schedule D (Form 1040).
Use Form 8949 to list your transactions for lines 1, 2, 3, 8, 9, and 10.
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1
Part I .....................

2
Part I .....................

3
Part I .....................

4 4

5 5
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7 Net short-term capital gain or (loss).
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12 12

13 13
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14
15 Net long-term capital gain or (loss).
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For Paperwork Reduction Act Notice, see your tax return instructions. Schedule D (Form 1040) 2011
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Losses

If allowable capital losses are more than capital gains, taxpayers can 
claim a capital loss deduction against other income.

The allowable capital loss deduction is the lesser of the following 
amounts:

  $3,000 ($1,500 if the taxpayer’s fi ling status is MFS)

  The total net loss shown on Schedule D, Line 16

In other words, the taxpayer can use their total net loss, up to the 
$3,000 ($1,500 if MFS) yearly limit, to reduce their gross income 
dollar-for-dollar.

Illustration Six 

Elliot Masters (400-00-1686) owns 50 shares of XYZ stock.  He bought 
the stock for $1,500.        After two years, he sold the stock for $750.  

Elliot has a long-term capital loss of $750.        He is single and his 
taxable income is $48,000.  

The loss is fully deductible because the loss amount is less than the 
maximum allowable amount of $3,000, as shown.

00 68
        A

g t
.  B

.       C

F 11/11/11

Sales price from Cost  or  other  basis Adjustments
from Form(s) 8949, to gain or loss fromForm(s) 8949, line 4 Combine columns (e),
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MXA

Complete Form 8949 before completing line 8, 9, or 10.

This form may be easier to complete if you round off cents to
whole dollars.

checked in

checked in

checked in

)
Combine lines 8 through 14 in column (h).
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Long-term totals from all Forms 8949 with
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Long-term totals from all Forms 8949 with
( )

Long-term totals from all Forms 8949 with
( )

Gain from Form 4797, Part I; long-term gain from Forms 2439 and 6252;
and long-term gain or (loss) from Forms 4684, 6781, and 8824 ..............................

Net long-term gain or (loss) from partnerships, S corporations, estates, and trusts from Schedule(s) K-1 ........

Capital gain distributions. See the instructions ........................................
Long-term capital loss carryover. Enter the amount, if any, from line 13 of your

(in the instructions ..................................

Then go to Part III on page 2 ................................................

(e) (f) (g) Gain or (loss)

box A

box B

box C

Capital Loss Carryover Worksheet

(h)

8
Part II .....................

9
Part II .....................

10
Part II .....................

11
11

12 12

13 13
14

14
15 Net long-term capital gain or (loss).

15
For Paperwork Reduction Act Notice, see your tax return instructions. Schedule D (Form 1040) 2011
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If a taxpayer has a total net capital loss that is more than the annual 
limit for capital loss deductions, they can carry over the unused amount 
to the next year and treat it as if they had incurred it in that year.  The 
amount of the taxpayer’s capital loss carryover is the amount of loss 
that is more than the allowable capital loss deduction for the year.

When calculating the amount of any capital loss carryover to the next 
year, take the current year’s allowable deduction into account, even if 
the taxpayer was not able to use all of it.  Complete the Capital Loss 
Carryover Worksheet in the Schedule D Instructions to determine the 
part of the taxpayer’s capital loss that they can carry over to the next 
year.

When calculating the taxpayer’s capital loss carryover, use their short-
term capital losses fi rst, even if they incurred them after a long-term 
capital loss.  If the taxpayer has not reached the limit on the capital 
loss deduction after using their short-term losses, use their long-term 
losses until the limit is reached.  If part of the loss is still unused, carry 
it over to later years until it is completely used.

A loss that is carried over retains its character as a long-term or short-
term loss.  A long-term capital loss that is carried over to the next tax 
year reduces that year’s long-term capital gains before it reduces that 
year’s short-term capital gains.

I II

Form 8949 (2011) Attachment  Sequence  No. Page
Name(s) shown on return.  Do not enter name and social security number if shown on page 1.

AdjustmentsDescription  of  property Cost  or  other  basisDate  acquired Sales priceDate  SoldCode, if  any, to gain or loss,(Example: 100 sh. XYZ Co.) (see instructions)(Mo., day, yr.) (see instructions)(Mo., day, yr.)for col (g)* if  any*

Your social security number

You check of the boxes below.  Complete a separate Form 8949, page 2, for box that is checked.

Do not complete column (b) or (g) until you have read the instructions for those columns (see the Instructions for Schedule D (Form 1040)).
Columns (b) and (g) do not apply for most transactions and should generally be left blank.

Long-term transactions reported on Long-term transactions reported on Long-term transactions for which you
Form 1099-B with basis reported to the IRS Form 1099-B but basis not reported to the IRS cannot check box A or B

2

Note. must one each

* Caution. 

(A) (C)(B)

(b) (g)(a) (f)(c) (e)(d)3

12A

Part II Long-Term Capital Gains and Losses - Assets Held More Than One Year

ELLIOT MASTERS 400-00-1686

X
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tructions)(sections)
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Illustration Seven

Kent and Amelia Stocker sold securities in 2010 that resulted in a 
long-term capital loss of $8,000.  

On their joint 2010 return, they deducted $3,000.  

The unused part of the loss ($5,000)       can be carried over to 2011 
and is reported on Schedule D, Line 14. 

The worksheet for their capital loss carryover into 2011 is shown.

ecurit
.  A

  B

       c
14
C

Capital Loss Carryover Worksheet—Lines 6 and 14 Keep for Your Records

Use this worksheet to figure your capital loss carryovers from 2010 to 2011 if your 2010 Schedule D, line 21, is a loss and (a) that loss is
a smaller loss than the loss on your 2010 Schedule D, line 16, or (b) the amount on your 2010 Form 1040, line 41 (or your 2010 Form
1040NR, line 39, if applicable) is less than zero. Otherwise, you do not have any carryovers.

If you and your spouse once filed a joint return and are filing separate returns for 2011, any capital loss carryover from the joint return
can be deducted only on the return of the spouse who actually had the loss.

1. Enter the amount from your 2010 Form 1040, line 41, or your 2010 Form 1040NR, line 39. If a loss,
enclose the amount in parentheses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.

2. Enter the loss from your 2010 Schedule D, line 21, as a positive amount . . . . . . . . . . . . . . . . . . . . . 2.
3. Combine lines 1 and 2. If zero or less, enter -0- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.
4. Enter the smaller of line 2 or line 3 . . . . . . . . . . . . . . . . . . 4.

If line 7 of your 2010 Schedule D is a loss, go to line 5; otherwise, enter -0- on line 5 and go to
line 9.

5. Enter the loss from your 2010 Schedule D, line 7, as a positive amount . . . . . . . . . . . . . . . . . . . . . . 5.
6. Enter any gain from your 2010 Schedule D, line 15. If a loss,

enter -0- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.
7. Add lines 4 and 6 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.
8. Short-term capital loss carryover for 2011. Subtract line 7 from line 5. If zero or less, enter -0-. If

more than zero, also enter this amount on Schedule D, line 6 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.
If line 15 of your 2010 Schedule D is a loss, go to line 9; otherwise, skip lines 9 through 13.

9. Enter the loss from your 2010 Schedule D, line 15, as a positive amount . . . . . . . . . . . . . . . . . . . . . 9.
10. Enter any gain from your 2010 Schedule D, line 7. If a loss,

enter -0- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.
11. Subtract line 5 from line 4. If zero or less, enter -0- . . . . . . . . 11.
12. Add lines 10 and 11 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.
13. Long-term capital loss carryover for 2011. Subtract line 12 from line 9. If zero or less, enter -0-. If

more than zero, also enter this amount on Schedule D, line 14 . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13.

KENT & AMELIA STOCKER

30,400
3,000

33,400
3,000

8,000

3,000
3,000

5,000

A

B

C
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Tax Rates

Income from capital gains is distinct from ordinary income, such as 
wages, interest, profi t from a business, etc., and may be taxed (if 
advantageous) at a rate that is different from the taxpayer’s ordinary 
income tax rate.

Generally, the tax rates that apply to a net capital gain are lower than 
the tax rates that apply to other types of income.  These lower rates 
are called the maximum capital gain rates.  The maximum capital gain 
rates are 0%, 15%, 25%, and 28%.  See IRS Table 16-1, What is Your 
Maximum Capital Gain Rate?, from IRS Publication 17, Part Three, for 
details.

Gain on collectible items results from their sale or trade, after being 
held for more than one year as part of a collection.  The maximum 
capital gain rate does not apply if it is higher than the taxpayer’s 
regular tax rate.

Apply the rules for the capital gain tax by completing the Qualifi ed 
Dividends and Capital Gain Tax Worksheet if both of the following
are true:

  The return has a net capital gain.  (Schedule D, Lines 15 and 
16, are both gains.  Line 15 is net long-term capital gain or loss.  
Line 16 is net long-term capital gain or loss combined with any 
net short-term capital gain or loss.)

  The taxable income on Form 1040, Line 43, is more than zero.

If the taxpayer has any collectible gain or any unrecaptured 
Section 1250 gain, their tax should be calculated using the Schedule D 
Tax Worksheet in the Schedule D Instructions.  

Collectible - Any work of 
art, rug, antique, metal (such 
as gold, silver, and platinum 
bullion), gem, stamp, coin, or 
alcoholic beverage.

For information on the Qualifi ed 
Dividends and Capital Gain Tax 
Worksheet, refer to Session 9.

Table 16-1. What Is Your Maximum Capital Gain Rate?

THEN your 
maximum capital

IF your net capital gain is from ... gain rate is ...

a collectibles gain 28%

an eligible gain on qualified small business stock minus the
section 1202 exclusion 28%

an unrecaptured section 1250 gain 25%

other gain1 and the regular tax rate that would apply is 25%
or higher 15%

other gain1 and the regular tax rate that would apply is
lower than 25% 0%

1 Other gain means any gain that is not collectibles gain, gain on qualified small business stock, or
unrecaptured section 1250 gain.
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Knowledge Check Four

1. Which transaction does not require the taxpayer to use 
Schedule D?

  Capital gain distributions only

  Gain from the sale of personal property

  Loss from the sale of investment property

  Loss on a business casualty

2. Taxpayers may deduct losses up to the lesser of ___________, 
or their net loss shown on Schedule D, Line 16.

  $1,000 ($500 if MFS)

  $2,000 ($1,000 if MFS)

  $3,000 ($1,500 if MFS)

  $4,000 ($2,000 if MFS)

3. Buster had a capital loss of $7,500 this year.  He is not married.  
When his tax return is completed for this year, Buster is able to 
claim _____________ of his capital loss as a deduction, and 
carry forward _____________ to next year.

  $0; $7,500

  $1,500; $6,000

  $3,000; $4,500

  $7,500; $0
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Lesson V: Sale of Personal Residence
When selling their main home, taxpayers need to determine whether 
they have a gain or loss from the sale.  If they have a gain, they may 
be able to exclude up to $250,000 of the gain from income ($500,000 
if their fi ling status is MFJ).  Any gain not excluded is taxable.  If they 
have a loss, it is not deductible.

Main Home

The home the taxpayer lives in most of the time is considered their 
main home.  It can be a house, 
houseboat, mobile home, cooperative 
apartment, or condominium.  The 
taxpayer may be able to exclude a gain 
on the sale of their main home if they 
meet certain rules.

If the taxpayer has more than one 
home, they can exclude the gain only 
from the sale of their main home.  The 
taxpayer must include in income the 
gain from the sale of any other home.  
If the taxpayer has two homes and 
lives in both of them, their main home 
is ordinarily the one they live in most of 
the time.  

Gain or Loss

To calculate the gain or loss on the sale of a main home, taxpayers 
must know the selling price, the amount realized, and the adjusted 
basis.

The selling price is the total amount the taxpayer receives for their 
home, including

  Money

  Notes, mortgages, or other debts assumed by the buyer as part 
of the sale

  The FMV of any other property or services received

For information regarding how 
to treat property the taxpayer 
sells that is only partly used as 
their main home, refer to IRS 
Publication 17, Part Three.

Houseboats are vessels that 
have sleeping, cooking, and 
toilet facilities.
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The amount realized when selling a main home is the selling price 
minus selling expenses.  Selling expenses include the following:

  Commissions

  Advertising fees

  Legal fees

  Loan charges paid by the seller, such as loan placement fees 
or points

If the amount realized is more than the adjusted basis, then the 
difference, minus any part that is excludable, is generally a taxable 
gain.  Otherwise, the difference is a loss and cannot be deducted.

If a married couple fi les jointly and sells their home, their gain or loss 
is calculated as one transaction.  See the “Exclusion of Gain” section 
later in this session for additional information.

If the couple fi les separate returns, each of them must calculate their 
own gain or loss according to their ownership interest in the home, 
which is determined by state law.

If the taxpayer and a joint owner other than their spouse sell their 
jointly-owned home, each of them must calculate their own gain or loss 
according to their ownership interest in the home.  Each owner applies 
the rules in this session on an individual basis.

Example: Tim and Sharon are selling their home.  They jointly own the 
home and have an adjusted basis of $150,000.  They sell the home for 
$425,000.  Tim and Sharon are married and fi le a joint tax return, so 
their joint realized gain is $275,000.

If Tim and Sharon are married and fi le separate tax returns, or if they 
are unmarried and are equal owners of the home according to state 
law, they each calculate their realized gain as $137,500 and report it 
separately.

Certain transactions that do not seem like a sale may be treated as a 
sale.  These include

  Trading a home

  Abandoning a home 

  Having a home repossessed or 
foreclosed upon

  Transferring a home due to a 
divorce
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If one home is traded for another home, treat the trade as a sale 
and a purchase.  If a lender repossesses or forecloses on a home, 
the transaction is considered a sale.  The amount of the gain or loss 
depends, in part, on whether the homeowner was personally liable for 
repaying the debt secured by the home.

If the homeowner abandons their fi nanced home, they may have 
ordinary income equal to the amount of their canceled debt.  Certain 
cancelation of debt due to mortgage foreclosure is excludable from 
income.

If a home is transferred from one spouse to another because of a 
divorce, generally, there is no gain or loss from the transfer.  This is 
true even if cash or other consideration for the home is received.  

Exclusion of Gain

Taxpayers may qualify to exclude from income all or part of any gain 
from the sale of their main home.  This means that if they qualify, they 
will not have to pay tax on the gain, up to the exclusion limit.

To qualify, taxpayers must meet the Ownership Test and the Use Test 
described later in this session.  If the taxpayer chooses not to take the 
exclusion, they must include their entire gain in income.

A taxpayer can exclude the entire gain on the sale of their main home, 
up to $250,000 ($500,000 if MFJ), if they meet all of the following:

  Ownership Test (either the taxpayer or their spouse must meet 
this test if MFJ)

  Use Test (both the taxpayer and their spouse must meet this test 
if MFJ)

  During the two-year period ending on the date of the sale, 
neither the taxpayer nor their spouse, if MFJ, excluded gain from 
the sale of another home

Example: Terra and Sal are married and fi le a joint return.  They meet 
both the Ownership and Use Tests.  Their realized gain of $275,000 
is excludable because it is less than the $500,000 limit for married 
taxpayers fi ling jointly.

For more information regarding 
foreclosure, repossession, 
or abandonment of a main 
home, refer to the “Figuring 
Gain or Loss” section in IRS 
Publication 523, Selling Your 
Home.

The exclusion of gain from 
the sale of a home is also 
referred to as the Section 121 
exclusion.  This reference is 
based on the section of the 
tax code that addresses this 
exclusion.  The term may be 
used in reference to home 
sales and the exclusion of gain.
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Ownership and Use Tests

To claim an exclusion, the taxpayer must meet the Ownership Test and 
the Use Test.  This means that during the fi ve-year period ending on 
the date of the sale, the taxpayer must meet both of the following 
criteria:

  Ownership Test - Owned the 
home for at least two years 
during the fi ve-year period

  Use Test - Lived in the home 
as their main home for at 
least two years during the 
fi ve-year period

If the taxpayer owned and lived in the home as their main home for 
less than two years, they can still claim an exclusion in some cases.  
However, the maximum amount the taxpayer can claim is reduced.  
For more information on main home exclusions, see the “Reduced 
Exclusion” section later in this session.

Period of Ownership and Use

The required two years of ownership and use (during the fi ve-year 
period ending on the date of the sale) do not have to be continuous.

Taxpayers can meet the tests if they show that they owned and lived 
in the property as their main home for a total of either 24 full months, 
or 730 days (365 days per year × 2 years), during the fi ve-year period 
ending on the date of sale.

Short temporary absences for vacations or other seasonal absences, 
even if the taxpayer rents the property during these absences, are 
counted as periods of use.

Taxpayers can meet the Ownership Test and the Use Test during 
different two-year periods.  However, they must meet both tests during 
the fi ve-year period ending on the date of the sale.

Members of the Uniformed Services or Foreign Service

Taxpayers can choose to have the fi ve-year period for the Ownership 
Test and the Use Test suspended.  This is allowed if they or their 
spouse serve on qualifi ed offi cial extended duty as a member of the 
uniformed services or Foreign Service of the United States during this 
period.  

For more information on the 
Ownership Test and Use Test, 
refer to IRS Publication 523.
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Individuals with a Disability

Taxpayers who become physically unable to care for themselves 
during the fi ve-year period before the sale of their home and are 
no longer able to live in their home, are considered as living in their 
home during any time they are living in a facility.  This facility must be 
licensed by a state or political subdivision to care for persons in their 
condition.  The taxpayer must have owned and lived in their home as 
their main home for a total of at least one year.

If the taxpayer meets this exception to the Use Test, they still have to 
meet the Ownership Test to claim the exclusion. 

Reduced Exclusion

Even if a taxpayer does not meet the Ownership Test and the Use Test, 
or if they sold more than one home at a gain and excluded all or part 
of that gain during the two-year period ending on the date of the sale, 
they may still be able to take a reduced exclusion.

Use the Reduced Maximum Exclusion Worksheet found in IRS 
Publication 523 to calculate their reduced maximum exclusion if the 
primary reason they sold the home is due to one of the following:

  A change in place of employment

  Health

  Unforeseen circumstances

Do not report the sale of a main home on the federal income tax return 
unless the taxpayer has a gain and they do not qualify to exclude all of 
it, or if they have a gain and choose not to exclude it.

Calculate the gain using the Gain (or Loss), Exclusion, and Taxable 
Gain Worksheet found in IRS Publication 523.

If the taxpayer has any taxable gain on the sale of their main home that 
cannot be excluded, report the entire gain realized on Form 8949, 
Lines 1 or 3, depending on how long they owned the home.  In either 
case, check Box “C” at the top of this form.  

If the taxpayer qualifi es for an exclusion, enter H in Column (b) on the 
line on which the gain is reported.  Show the amount of the exclusion 
as a loss in parentheses in Column (g).  
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Illustration Eight

Diane accepted employment in another state after owning her home 
for 1½ years.  When she sold her home, she had a gain greater than 
$250,000.  

Part II of Diane’s Form 8949,       and Schedule D with a reduced 
exclusion of $165,411,       are shown.

Note Diane’s net long-term capital gain on Line 15 of her Schedule D.

I II

Form 8949 (2011) Attachment  Sequence  No. Page
Name(s) shown on return.  Do not enter name and social security number if shown on page 1.

AdjustmentsDescription  of  property Cost  or  other  basisDate  acquired Sales priceDate  SoldCode, if  any, to gain or loss,(Example: 100 sh. XYZ Co.) (see instructions)(Mo., day, yr.) (see instructions)(Mo., day, yr.)for col (g)* if  any*

Your social security number

You check of the boxes below.  Complete a separate Form 8949, page 2, for box that is checked.

Do not complete column (b) or (g) until you have read the instructions for those columns (see the Instructions for Schedule D (Form 1040)).
Columns (b) and (g) do not apply for most transactions and should generally be left blank.

Long-term transactions reported on Long-term transactions reported on Long-term transactions for which you
Form 1099-B with basis reported to the IRS Form 1099-B but basis not reported to the IRS cannot check box A or B

2

Note. must one each

* Caution. 

(A) (C)(B)

(b) (g)(a) (f)(c) (e)(d)3

12A

Part II Long-Term Capital Gains and Losses - Assets Held More Than One Year

DIANE KERRY 400-00-1689

X

PRIMARY RESIDEN H 11/18/2009 03/16/2011         389,000        128,000      (165,411)

A

       aB
      a

re sho
A

F 11/11/11

Sales price from Cost  or  other  basis Adjustments
from Form(s) 8949, to gain or loss fromForm(s) 8949, line 4 Combine columns (e),
line 4, column (f) Form(s) 8949, line 4, (f), and (g)column (e)

column (g)

MXA

Complete Form 8949 before completing line 8, 9, or 10.

This form may be easier to complete if you round off cents to
whole dollars.

checked in

checked in

checked in

)
Combine lines 8 through 14 in column (h).

p g , g , g p g

Long-term totals from all Forms 8949 with
( )

Long-term totals from all Forms 8949 with
( )

Long-term totals from all Forms 8949 with
( )

Gain from Form 4797, Part I; long-term gain from Forms 2439 and 6252;
and long-term gain or (loss) from Forms 4684, 6781, and 8824 ..............................

Net long-term gain or (loss) from partnerships, S corporations, estates, and trusts from Schedule(s) K-1 ........

Capital gain distributions. See the instructions ........................................
Long-term capital loss carryover. Enter the amount, if any, from line 13 of your

(in the instructions ..................................

Then go to Part III on page 2 ................................................

(e) (f) (g) Gain or (loss)

box A

box B

box C

Capital Loss Carryover Worksheet

(h)

8
Part II .....................

9
Part II .....................

10
Part II .....................

11
11

12 12

13 13
14

14
15 Net long-term capital gain or (loss).

15
For Paperwork Reduction Act Notice, see your tax return instructions. Schedule D (Form 1040) 2011

Long-Term Capital Gains and Losses - Assets Held More Than One YearPart II

        389,000         128,000        -165,411          95,589

         95,589

165,,,,,,411-1
B

m 1040) 2011
95,,,,,,58

))

9
C

C
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Had Diane fully met the Ownership and Use Tests, she would have 
qualifi ed for the full exclusion and a signifi cant reduction in taxable 
gains, as shown on her Schedule D.

I II

Form 8949 (2011) Attachment  Sequence  No. Page
Name(s) shown on return.  Do not enter name and social security number if shown on page 1.

AdjustmentsDescription  of  property Cost  or  other  basisDate  acquired Sales priceDate  SoldCode, if  any, to gain or loss,(Example: 100 sh. XYZ Co.) (see instructions)(Mo., day, yr.) (see instructions)(Mo., day, yr.)for col (g)* if  any*

Your social security number

You check of the boxes below.  Complete a separate Form 8949, page 2, for box that is checked.

Do not complete column (b) or (g) until you have read the instructions for those columns (see the Instructions for Schedule D (Form 1040)).
Columns (b) and (g) do not apply for most transactions and should generally be left blank.

Long-term transactions reported on Long-term transactions reported on Long-term transactions for which you
Form 1099-B with basis reported to the IRS Form 1099-B but basis not reported to the IRS cannot check box A or B

2

Note. must one each

* Caution. 

(A) (C)(B)

(b) (g)(a) (f)(c) (e)(d)3

12A

Part II Long-Term Capital Gains and Losses - Assets Held More Than One Year

DIANE KERRY 400-00-1689

X

PRIMARY RESIDEN H 11/18/2008 03/16/2011         389,000        128,000      (250,000)

g
. D

F 11/11/11

Sales price from Cost  or  other  basis Adjustments
from Form(s) 8949, to gain or loss fromForm(s) 8949, line 4 Combine columns (e),
line 4, column (f) Form(s) 8949, line 4, (f), and (g)column (e)

column (g)

MXA

Complete Form 8949 before completing line 8, 9, or 10.

This form may be easier to complete if you round off cents to
whole dollars.

checked in

checked in

checked in

)
Combine lines 8 through 14 in column (h).

p g , g , g p g

Long-term totals from all Forms 8949 with
( )

Long-term totals from all Forms 8949 with
( )

Long-term totals from all Forms 8949 with
( )

Gain from Form 4797, Part I; long-term gain from Forms 2439 and 6252;
and long-term gain or (loss) from Forms 4684, 6781, and 8824 ..............................

Net long-term gain or (loss) from partnerships, S corporations, estates, and trusts from Schedule(s) K-1 ........

Capital gain distributions. See the instructions ........................................
Long-term capital loss carryover. Enter the amount, if any, from line 13 of your

(in the instructions ..................................

Then go to Part III on page 2 ................................................

(e) (f) (g) Gain or (loss)

box A

box B

box C

Capital Loss Carryover Worksheet

(h)

8
Part II .....................

9
Part II .....................

10
Part II .....................

11
11

12 12

13 13
14

14
15 Net long-term capital gain or (loss).

15
For Paperwork Reduction Act Notice, see your tax return instructions. Schedule D (Form 1040) 2011

Long-Term Capital Gains and Losses - Assets Held More Than One YearPart II

        389,000         128,000        -250       11,000

         11,000

250-2
D
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Knowledge Check Five

1. Which of the following cannot be considered a taxpayer’s main 
home? 

  A house

  A houseboat

  A mobile home

  A vacation home

2. Which of the following is not used to determine gain or loss on 
the sale of a main home?  

  Adjusted basis

  Amount realized

  Listing price

  Selling price

3. What tests must be met to exclude the gain from the sale of a 
main home? 

  Basis Test and Ownership Test

  Ownership Test and Use Test

  Use Test and Price Test

  Price Test and Basis Test
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Session 18 Summary 
  Almost everything the taxpayer owns and uses for personal 

purposes, pleasure, or investment is a capital asset.  Most 
property owned is considered a capital asset.

  The amount of time an individual owns an asset determines the 
holding period; either short-term or long-term.  

  The holding period for inherited property is long-term, regardless 
of how long the property was actually held.

  Short-term gains are included in ordinary income and taxed at 
the regular tax rate, whereas long-term gains are generally taxed 
at a special (usually lower) tax rate.

  If the amount realized from a sale is more than the adjusted 
basis of the property, the difference is a gain.  If the adjusted 
basis of the property is more than the amount realized, the 
difference is a loss.

  The maximum capital gain tax rates are 0%, 15%, 25%, and 
28%.  If the taxpayer qualifi es to use the capital gain tax rate, 
they will pay less tax than if they calculate their tax using the Tax 
Table or Tax Rate Schedules.  Use the Qualifi ed Dividends and 
Capital Gain Tax Worksheet to calculate the tax.

  Payers such as brokers or real estate closing agents may 
provide a Form 1099 (or its equivalent) to report capital 
transactions.  Common Forms 1099 include: Form 1099-DIV, 
Dividends and Distributions; Form 1099-B, Proceeds from Broker 
and Barter Exchange Transactions; and Form 1099-S, Proceeds 
from Real Estate Transactions. 

  The allowable capital loss deduction on Schedule D, Capital 
Gains and Losses, is generally $3,000 ($1,500 if the taxpayer’s 
fi ling status is MFS).  Any loss not deducted because of this limit 
can be carried over to the next year.  If part of the loss is still 
unused, it can be carried over to later years until it is completely 
used.

  A loss that is carried over retains its character as a long-term or 
short-term loss.

  To exclude the gain on the sale of a home, the taxpayer 
generally must have owned and lived in the property as their 
main home for at least two years during a fi ve-year period ending 
on the date of the sale.

  The maximum amount of exclusion on the sale of a main home 
is $250,000 (or $500,000 if the taxpayer’s fi ling status is MFJ; 
at least one spouse must meet the Ownership Test and both 
spouses must meet the Use Test).
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  The taxpayer may be able to claim a reduced exclusion if the 
Ownership Test and Use Test are not met, but they sold their 
home due to a change in employment, health, or unforeseen 
circumstances.  

  Report gains or losses from the sale of capital assets on 
Form 8949, Sales and Other Dispositions of Capital Assets, 
and Schedule D, Capital Gains and Losses.  The taxpayer must 
report a gain from the sale of property held for personal use as 
a capital gain.  However, a loss from the sale of property held for 
personal use is not deductible.

  The taxpayer is not required to fi le Schedule D if the only amounts
to report are capital gain distributions from Form 1099-DIV, 
Box 2a, and there are no amounts in Boxes 2b, 2c, or 2d.  



Basic Income Tax Capital Gains and Losses 18-37

Session 18 Homework
For each of the following types of property, select “Yes” or “No” as to 
whether it qualifi es as a capital asset: 

Property Capital 
Asset

1. Stocks held in a personal brokerage account Yes / No

2. The mahogany table and chairs in an individual’s 
dining room

Yes / No

3. A grandfather clock for sale by an antique dealer Yes / No

4. Gold coins stored in a personal safe deposit box Yes / No

5. Bonds held mainly for sale to clients Yes / No

6. A car used to commute to work Yes / No

7. A garage a mechanic uses to repair cars Yes / No

8. A watch and diamond ring Yes / No

9. A mountainside cabin used for vacation trips Yes / No

10. Stamps collected as a hobby Yes / No

Partial Problem

Use the information provided to complete Form 8949 and Schedule D 
for Kevin and Marie Lowery.

  Kevin Lowery (02-12-1967, 400-00-1681)

  Marie Lowery (12-01-1964, 410-00-1681) 

Last year, the Lowerys had a long-term capital loss of $5,000 from 
several sales of stock.  See their 2010 Capital Loss Carryover 
Worksheet for details.

This year, Kevin and Marie had two stock dispositions.  They bought
40 shares of KLM stock for $200 on January 5, 2008.  They paid $500 
on May 1, 2011, to purchase 25 shares of PQR stock.  The Lowerys’ 
Forms 1099-B are shown.
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Capital Loss Carryover Worksheet—Lines 6 and 14 Keep for Your Records

Use this worksheet to figure your capital loss carryovers from 2010 to 2011 if your 2010 Schedule D, line 21, is a loss and (a) that loss is
a smaller loss than the loss on your 2010 Schedule D, line 16, or (b) the amount on your 2010 Form 1040, line 41 (or your 2010 Form
1040NR, line 39, if applicable) is less than zero. Otherwise, you do not have any carryovers.

If you and your spouse once filed a joint return and are filing separate returns for 2011, any capital loss carryover from the joint return
can be deducted only on the return of the spouse who actually had the loss.

1. Enter the amount from your 2010 Form 1040, line 41, or your 2010 Form 1040NR, line 39. If a loss,
enclose the amount in parentheses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.

2. Enter the loss from your 2010 Schedule D, line 21, as a positive amount . . . . . . . . . . . . . . . . . . . . . 2.
3. Combine lines 1 and 2. If zero or less, enter -0- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.
4. Enter the smaller of line 2 or line 3 . . . . . . . . . . . . . . . . . . 4.

If line 7 of your 2010 Schedule D is a loss, go to line 5; otherwise, enter -0- on line 5 and go to
line 9.

5. Enter the loss from your 2010 Schedule D, line 7, as a positive amount . . . . . . . . . . . . . . . . . . . . . . 5.
6. Enter any gain from your 2010 Schedule D, line 15. If a loss,

enter -0- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.
7. Add lines 4 and 6 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.
8. Short-term capital loss carryover for 2011. Subtract line 7 from line 5. If zero or less, enter -0-. If

more than zero, also enter this amount on Schedule D, line 6 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.
If line 15 of your 2010 Schedule D is a loss, go to line 9; otherwise, skip lines 9 through 13.

9. Enter the loss from your 2010 Schedule D, line 15, as a positive amount . . . . . . . . . . . . . . . . . . . . . 9.
10. Enter any gain from your 2010 Schedule D, line 7. If a loss,

enter -0- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.
11. Subtract line 5 from line 4. If zero or less, enter -0- . . . . . . . . 11.
12. Add lines 10 and 11 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.
13. Long-term capital loss carryover for 2011. Subtract line 12 from line 9. If zero or less, enter -0-. If

more than zero, also enter this amount on Schedule D, line 14 . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13.

KEVIN & MARIE LOWERY
400-00-1681

50,100
3,000

53,100
3,000

5,000

3,000
3,000

2,000

Copy B
For Recipient

This is important tax
information and is

being furnished to the
Internal Revenue

Service. If you are
required to file a return,
a negligence penalty or
other sanction may be
imposed on you if this
income is taxable and

the IRS determines that
it has not been

reported.

OMB No. 1545-0715PAYER’S name, street address, city, state, ZIP code, and telephone no. Date of sale or exchange1a Proceeds From
Broker and

Barter Exchange
TransactionsDate of acquisition1b

2 Reported
to IRS

Sales price

$
Sales price less commissions and option premiums

RECIPIENT’S name Wash sale loss disallowed5

Street address (including apt. no.)

City, state, and ZIP code

CUSIP number

Department of the Treasury - Internal Revenue ServiceForm 1099-B

�

(keep for your records)

CORRECTED (if checked)

Form 1099-B

6

11

PAYER’S federal identification number RECIPIENT’S identification number Cost or other basis3 Federal income tax withheld4

$

10

$

Profit or (loss) realized in
2011 on closed contracts

11 Unrealized profit or (loss) on
open contracts—12/31/2010

12 Unrealized profit or (loss) on
open contracts—12/31/2011

13 Aggregate profit or (loss) on
contracts

$

$$

Type of gain or loss8

Short-term

Long-term

If box checked, loss
based on amount in
box 2 is not allowed

15

14 Bartering

$$

$

9 Description

If this box is checked, 
boxes 1b, 3, 5, and 8 
may be blank

$

Sales price of stocks,
bonds, etc.

Account number (see instructions)

7

02/02/2011

01/05/2008

40 SHARES KLM

FAITHFUL FUNDS
1042 SUPERIOR DRIVE
YOUR CITY, YS ZIP CODE

KEVIN AND MARIE LOWERY

2080 CASEY AVENUE

YOUR CITY, YS ZIP CODE

00-0001681 400-00-1681

800.00

400001681-1

200.00
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Tax Return Exercise

Use the information provided to complete Mei Kimimoto’s tax return .

  Mei Kimimoto (05-05-1975, 400-00-1682), single, medical 
transcriptionist

  Current Address: (Lived here all year)
3080 Canary Drive
Your City, YS and ZIP Code

Mei has the following potential dependents:

  Suki Cho (07-21-2002, 401-00-1682), daughter

  Massuki Weinati (02-12-2008 , 402-00-1682), nephew

The children live with Mei.  Massuki’s parents left him with Mei while 
out of the country for an extended period and do not claim him as a 
dependent.  No one else lives in the household and the children did not 
provide more than half of their own support.

Copy B
For Recipient

This is important tax
information and is

being furnished to the
Internal Revenue

Service. If you are
required to file a return,
a negligence penalty or
other sanction may be
imposed on you if this
income is taxable and

the IRS determines that
it has not been

reported.

OMB No. 1545-0715PAYER’S name, street address, city, state, ZIP code, and telephone no. Date of sale or exchange1a Proceeds From
Broker and

Barter Exchange
TransactionsDate of acquisition1b

2 Reported
to IRS

Sales price

$
Sales price less commissions and option premiums

RECIPIENT’S name Wash sale loss disallowed5

Street address (including apt. no.)

City, state, and ZIP code

CUSIP number

Department of the Treasury - Internal Revenue ServiceForm 1099-B

�

(keep for your records)

CORRECTED (if checked)

Form 1099-B

6

11

PAYER’S federal identification number RECIPIENT’S identification number Cost or other basis3 Federal income tax withheld4

$

10

$

Profit or (loss) realized in
2011 on closed contracts

11 Unrealized profit or (loss) on
open contracts—12/31/2010

12 Unrealized profit or (loss) on
open contracts—12/31/2011

13 Aggregate profit or (loss) on
contracts

$

$$

Type of gain or loss8

Short-term

Long-term

If box checked, loss
based on amount in
box 2 is not allowed

15

14 Bartering

$$

$

9 Description

If this box is checked, 
boxes 1b, 3, 5, and 8 
may be blank

$

Sales price of stocks,
bonds, etc.

Account number (see instructions)

7

10/01/2011

05/01/2011

25 SHARES PQR

FAITHFUL FUNDS
1042 SUPERIOR DRIVE
YOUR CITY, YS ZIP CODE

KEVIN AND MARIE LOWERY

2080 CASEY AVENUE

YOUR CITY, YS ZIP CODE

00-0001681 400-00-1681

400.00

400001681-2

500.00
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Mei provided the following information related to transactions
during 2011:

  40 shares of ABC stock bought on March 3, 2010, for $20 per 
share and paid a commission of $45.  She paid a commission of 
$35 when the shares were sold.

  50 shares of DEF stock purchased on June 24, 2008 for $1,500 
and paid a $40 commission.  She paid a $50 commission on
the sale.

  October 5, 2011, Mei sold her 1999 Chevy for $200.  She paid 
$4,000 for it when she purchased it on October 5, 2008.  She did 
not use the car for business purposes.

  January 31, 2012, Mei received the Form 1099-DIV shown.  The 
holding period has been met for the qualifi ed dividends.

Mei received alimony of $12,370 from Lee Cho, her former spouse, 
and child support totaling $900.

Mei has never claimed the EITC in any year.

Mei’s Forms W-2 and 1099-B are shown.

C
od

e

Copy B—To Be Filed With Employee’s FEDERAL Tax Return.

This information is being furnished to the Internal Revenue Service.

Department of the Treasury—Internal Revenue Service2011Form W-2 Wage and Tax
Statement

MEI KIMIMOTO

YOUR CITY YS ZIP CODE

22222
400-00-1682

a. Employee's social security number
OMB No. 1545-0008

f. Employee's address and ZIP code

1      Wages, tips, other compensation

15484.13

2.    Federal income tax withheld

1267.22

3       Social security wages 4    Social security tax withheld

d. Control number

1A-1682
e. Employee's first name and initial                                        Last name                                                       Suff.

3080 CANARY DRIVE

b. Employer identification number (EIN)

00-1001682

c. Employer's name, address, and ZIP code

BLAZE TRANSCRIPTION

903 CAPITAL LANE

15484.13 650.33

7       Social security tips 8     Allocated tips

5       Medicare wages 6    Medicare tax withheld

15484.13 224.52

YOUR CITY YS ZIP CODE

10    Dependent care benefits

13

11     Nonqualified plans 12a     See instructions for box 12

C
od

e

Statutory 
Employee

Retirement    
Plan

Third Party 
Sick Pay 12b

9

12d

14    Other 12c

C
od

e
C

od
e

15  State

YS

17 State income tax16 State wages, tips, etc.Employer's state ID number 19 Local income tax 20 Locality name18 Local wages, tips, etc.

15484.13 774.21 15484.13 154.84 YLC
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Copy B
For Recipient

This is important tax
information and is

being furnished to the
Internal Revenue

Service. If you are
required to file a return,
a negligence penalty or
other sanction may be
imposed on you if this
income is taxable and

the IRS determines that
it has not been

reported.

OMB No. 1545-0715PAYER’S name, street address, city, state, ZIP code, and telephone no. Date of sale or exchange1a Proceeds From
Broker and

Barter Exchange
TransactionsDate of acquisition1b

2 Reported
to IRS

Sales price

$
Sales price less commissions and option premiums

RECIPIENT’S name Wash sale loss disallowed5

Street address (including apt. no.)

City, state, and ZIP code

CUSIP number

Department of the Treasury - Internal Revenue ServiceForm 1099-B

�

(keep for your records)

CORRECTED (if checked)

Form 1099-B

6

11

PAYER’S federal identification number RECIPIENT’S identification number Cost or other basis3 Federal income tax withheld4

$

10

$

Profit or (loss) realized in
2011 on closed contracts

11 Unrealized profit or (loss) on
open contracts—12/31/2010

12 Unrealized profit or (loss) on
open contracts—12/31/2011

13 Aggregate profit or (loss) on
contracts

$

$$

Type of gain or loss8

Short-term

Long-term

If box checked, loss
based on amount in
box 2 is not allowed

15

14 Bartering

$$

$

9 Description

If this box is checked, 
boxes 1b, 3, 5, and 8 
may be blank

$

Sales price of stocks,
bonds, etc.

Account number (see instructions)

7

03/05/2011

03/03/2010

40 SHARES ABC

STICKNEY FUNDS
1770 ALBUQUERQUE WAY
YOUR CITY, YS ZIP CODE

MEI KIMIMOTO

3080 CANARY DRIVE

YOUR CITY, YS ZIP CODE

00-0168200 400-00-1682

400.00

400001682-1

880.00

Copy B
For Recipient

This is important tax
information and is

being furnished to the
Internal Revenue

Service. If you are
required to file a return,
a negligence penalty or
other sanction may be
imposed on you if this
income is taxable and

the IRS determines that
it has not been

reported.

OMB No. 1545-0715PAYER’S name, street address, city, state, ZIP code, and telephone no. Date of sale or exchange1a Proceeds From
Broker and

Barter Exchange
TransactionsDate of acquisition1b

2 Reported
to IRS

Sales price

$
Sales price less commissions and option premiums

RECIPIENT’S name Wash sale loss disallowed5

Street address (including apt. no.)

City, state, and ZIP code

CUSIP number

Department of the Treasury - Internal Revenue ServiceForm 1099-B

�

(keep for your records)

CORRECTED (if checked)

Form 1099-B

6

11

PAYER’S federal identification number RECIPIENT’S identification number Cost or other basis3 Federal income tax withheld4

$

10

$

Profit or (loss) realized in
2011 on closed contracts

11 Unrealized profit or (loss) on
open contracts—12/31/2010

12 Unrealized profit or (loss) on
open contracts—12/31/2011

13 Aggregate profit or (loss) on
contracts

$

$$

Type of gain or loss8

Short-term

Long-term

If box checked, loss
based on amount in
box 2 is not allowed

15

14 Bartering

$$

$

9 Description

If this box is checked, 
boxes 1b, 3, 5, and 8 
may be blank

$

Sales price of stocks,
bonds, etc.

Account number (see instructions)

7

01/12/2011

06/24/2008

50 SHARES DEF

LOCKWOOD FUNDS
6501 ABBEY ROAD
YOUR CITY, YS ZIP CODE

MEI KIMIMOTO

3080 CANARY DRIVE

YOUR CITY, YS ZIP CODE

00-0001682 400-00-1682

1,300.00

400001682-1

1,590.00
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CORRECTED (if checked)
OMB No. 1545-0110 

2011
Form  1099-DIV 

Dividends and 
Distributions 

Copy B 
For Recipient 

This is important tax 
information and is 
being furnished to 

the Internal Revenue 
Service. If you are 

required to file a 
return, a negligence 

penalty or other 
sanction may be 

imposed on you if 
 this income is taxable 

and the IRS 
determines that it has 

not been reported. 

PAYER’S name, street address, city, state, ZIP code, and telephone no. 

PAYER’S federal identification   
number 

RECIPIENT’S identification   
number 

RECIPIENT’S name 

Street address (including apt. no.) 

City, state, and ZIP code 

Account number (see instructions) 

1a   Total ordinary dividends 

$ 
1b  Qualified dividends

$ 
2a  Total capital gain distr.

$ 
2b  Unrecap. Sec. 1250 gain 

$ 
2c  Section 1202 gain 

$ 

2d  Collectibles (28%) gain 

$ 
3  Nondividend distributions 

$ 
4  Federal income tax withheld 

$ 
5  Investment expenses 

$ 
6  Foreign tax paid 

$ 

7  Foreign country or U.S. possession 

8  Cash liquidation distributions 

$ 
9  Noncash liquidation distributions 

$ 

Form 1099-DIV (keep for your records) Department of the Treasury - Internal Revenue Service

LOCKWOOD FUNDS
6501 ABBEY ROAD
YOUR CITY, YS ZIP CODE

00-0001682 400-00-1682

MEI KIMIMOTO

3080 CANARY DRIVE

YOUR CITY, YS ZIP CODE

450.00

325.00

850.00
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Session 18 Knowledge Check Answers
Use the following to help verify your Knowledge Check responses.

Knowledge Check One

1. Business.  Capital assets are anything owned and used for 
personal purposes, pleasure, or investment.  This does not 
include property used for business.

2. Rental homes.  Personal use property includes property held 
solely for personal use.  Rental property is not held for personal 
use.

Knowledge Check Two

1. Capital or ordinary.  To determine whether there is a taxable 
gain or a deductible loss, taxpayers must fi rst classify their gains 
and losses as either capital or ordinary. 

2. January 13, 2010.   Amelia’s holding period begins the day 
after the trade date on which she bought the stock, which is 
January 13.

Knowledge Check Three

1. 1099-DIV.  Form 1099-DIV is used to report capital gain 
distributions to taxpayers.

2. 1099-S.  Form 1099-S is used to report the sale of real estate.

3. 1099-B.  Form 1099-B is used to report the sale of stocks, bonds, 
and certain commodities.

Knowledge Check Four

1. Capital gain distributions only.  Schedule D is used to 
report the sale or exchange of capital assets.  Schedule D is 
not required if the only amount to report is from capital gain 
distributions.

2. $3,000 ($1,500 if MFS).  Taxpayers may deduct losses up to 
the lesser of $3,000 ($1,500 if MFS) or their net loss shown on 
Schedule D, Line 16.

3. $3,000; $4,500.  Buster’s fi ling status is not MFS; therefore, he 
may deduct up to $3,000 as a capital loss and carry forward 
$4,500.
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Knowledge Check Five

1. A vacation home.  The home the taxpayer lives in most of the 
time is considered their main home.

2. Listing price.  To calculate the gain or loss on the sale of a 
main home, taxpayers must know the selling price, the amount 
realized, and the adjusted basis.

3. Ownership Test and Use Test.  Taxpayers may exclude from 
income all or part of any gain from the sale of their main home if 
they meet the Ownership Test and Use Test.
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