
Income Tax 
2023-2024

Income Reporting 
Forms, Concepts, & 

Overview



Income

- Adjustments to Income

= Adjusted Gross Income (AGI) 

- Greater of:

Standard Deduction or

Itemized Deduction

= Taxable Income

x Tax Rates (Tax Tables) 

= Tax Before Credits & Other Taxes

- + Tax Credits & Other Taxes

= Total Tax

- Tax Payments & Refundable Credits

= Tax Refund or Tax Due





Form 1040
Sch. CW-2



Form 1040
Sch. C

Form 
1099

Form 1040
Sch. C



Compensation

Interest Income 1099 INT

Rents, Royalties. . . 1099 Misc.

Dividends 1099 Div

Distribution from 
Retirement Plans

1099 R

Gain on Sale of 
Investments

1099 B

Nonemployee 
Compensation

1099-NEC

Social security benefits SSA-1099

Gambling winnings W-2G

W-2



Income Tax 
2023-2024

Taxable Income 
Overview





Income

- Adjustments to Income

= Adjusted Gross Income (AGI) 

- Greater of:

Standard Deduction or

Itemized Deduction

= Taxable Income

x Tax Rates (Tax Tables) 

= Tax Before Credits & Other Taxes

- + Tax Credits & Other Taxes

= Total Tax

- Tax Payments & Refundable Credits

= Tax Refund or Tax Due







Income 
Generally, you must 
report all income except 
income that is exempt 
from tax by law. For 
details, see the following 
instructions and the 
Schedule 1 instructions, 
especially the instructions 
for lines 1 through 7 and 
Schedule 1, lines 1 
through 8z. Also see Pub. 
525.



Foreign-Source Income 
You must report unearned income, 

such as interest, dividends, and 
pensions, from sources outside the 

United States unless exempt by law or 
a tax treaty. You must also report 

earned income, such as wages and 
tips, from sources outside the United 

States. 

If you worked abroad, 
you may be able to 

exclude part or all of 
your foreign earned 
income. For details, 

see Pub. 54 and Form 
2555.

Forgiveness of Paycheck Protection Program 
(PPP) Loans 

You don’t need to include the amount of a forgiven PPP Loan 
in your income. Although you don’t need to report the income 
from the forgiveness of your PPP Loan on Form 1040 or 1040-
SR, you do need to report certain information related to your 

PPP Loan as an attachment to your tax return. For more 
information, see Pub. 525.



Foreign 
retirement 

plans. 

If you were a beneficiary 
of a foreign retirement 
plan, you may have to 
report the undistributed 
income earned in your 
plan. However, if you 
were the beneficiary of a 
Canadian registered 
retirement plan, see Rev. 
Proc. 2014-55, 2014-44 
I.R.B. 753, available at 
IRS.gov/irb/ 2014-
44_IRB#RP-2014-55, to 
find out if you can elect 
to defer tax on the 
undistributed income.

Report distributions 
from foreign pension 
plans on lines 5a and 
5b.

Foreign accounts and 
trusts. 

You must 
complete Part III 
of Schedule B if 

you: 

Had a 
foreign 
account; 
or 

Received a 
distribution from, 
or were a grantor 
of, or a transferor 
to, a foreign trust. 

You may also have to file Form 
3520.

Foreign 
financial 
assets. 

If you had foreign 
financial assets in 2023, 
you may have to file Form 
8938. See Form 8938 and 
its instructions.



Chapter 11 Bankruptcy Cases - If you are a 
debtor in a chapter 11 bankruptcy case, 

income taxable to the bankruptcy estate and 
reported on the estate's income tax return 

includes:

Earnings from services you per-formed 
after the beginning of the case (both 
wages and self-employment in-come); 
and 

Income from property described in 
section 541 of title 11 of the U.S. Code 
that you either owned when the case 
began or that you acquired after the 
case began and before the case was 
closed, dismissed, or converted to a case 
under a different chapter. 



Because this income is taxable to the estate, 
don’t include this income on your own individual 
income tax return. The only exception is for 
purposes of figuring your self-employment tax. 

For that purpose, you must take into 
account all your self-employment income 
for the year from services performed both 
before and after the beginning of the case. 

Also, you (or the trustee if one is appointed) must 
allocate between you and the bankruptcy estate the 
wages, salary, or other compensation and withheld 
in-come tax reported to you on Form W-2. 

A similar allocation is required for income and 
withheld income tax reported to you on Forms 
1099. 

You must also include a statement that indicates you 
filed a chapter 11 case and that explains how income 
and withheld income tax reported to you on Forms W-
2 and 1099 are allocated between you and the estate. 

For more details, including acceptable 
allocation methods, see Notice 2006-83, 
2006-40 I.R.B. 596, available at 
IRS.gov/irb/ 2006-40_IRB#NOT-2006-83.



Community 
Property 

States 

Community property states 
include Ari-zona, California, 
Idaho, Louisiana, Ne-vada, 
New Mexico, Texas, 
Washington, and Wisconsin. 
If you and your spouse lived 
in a community property 
state, you must usually 
follow state law to deter-
mine what is community 
income and what is separate 
income. For details, see 
Form 8958 and Pub. 555.

Nevada, 
Washington, 

and 
California 
domestic 
partners. 

A registered domestic 
partner in Nevada, 
Washington, or California 
must generally report half 
the combined community 
income of the individual and 
their domestic partner. See 
Form 8958 and Pub. 555.



Income Tax 
2023-2024

Income Line 1 
Including W-2 

Wages & Tip Income





Income

- Adjustments to Income

= Adjusted Gross Income (AGI) 

- Greater of:

Standard Deduction or

Itemized Deduction

= Taxable Income

x Tax Rates (Tax Tables) 

= Tax Before Credits & Other Taxes

- + Tax Credits & Other Taxes

= Total Tax

- Tax Payments & Refundable Credits

= Tax Refund or Tax Due















Line 1a - Total Amount From Form(s) W-
2, Box 1

• Enter the total amount from Form(s) W-2, box 1. 
If a joint return, also include your spouse's 
income from Form(s) W-2, box 1.

Caution

• If you earned wages while you were an inmate 
in a penal institution, report these amounts on 
Schedule 1, line 8u. Do not report these wages 
on line 1a. See the instructions for Schedule 1, 
line 8u.

Caution

• If you received a pension or annuity from a 
nonqualified defer-red compensation plan or a 
nongovernmental section 457(b) plan and it was 
reported in box 1 of Form W-2, do not include 
this amount on Form 1040, line 1a. This amount 
is re-ported on Schedule 1, line 8t.



Line 1b - Household 
Employee Wages Not 

Reported on Form(s) W-2 

Enter the total of your wages received as 
a household employee that was not re-
ported on Form(s) W-2. An employer 
isn’t required to provide a Form W-2 to 
you if they paid you wages of less than 
$2,600 in 2023. For information on 
employment taxes for household 
employees, see Tax Topic 756.



Line 1c - Tip Income Not Reported on Line 1a 

•Enter the total of your tip income that was not 
reported on Form 1040, line 1a. This should 
include any tip income you didn’t report to 
your employer and any allocated tips shown in 
box 8 on your Form(s) W-2 unless you can 
prove that your unreported tips are less than 
the amount in box 8. 

•Allocated tips aren't included as income in box 
1. See Pub. 531 for more details. Also include 
the value of any noncash tips you received, 
such as tickets, passes, or other items of value. 
Although you don’t report these non-cash tips 
to your employer, you must re-port them on 
line 1c.

Tip 

•You may owe social security and Medicare or 
railroad retirement (RRTA) tax on unreported tips. 
See the instructions for Schedule 2, line 5.



•Enter your taxable Medicaid 
waiver payments that were not 
reported on Form(s) W-2. Also 
enter the total of your taxable and 
nontaxable Medicaid waiver 
payments that were not reported 
on Form(s) W-2, or not reported in 
box 1 of Form(s) W-2, if you 
choose to include nontaxable 
payments in earned income for 
purposes of claiming a credit or 
other tax benefit. 

•If you and your spouse both 
received nontaxable Medic-aid 
waiver payments during the year, 
you and your spouse can make 
different choices about including 
payments in earned income. See 
the instructions for Schedule 1, 
line 8s.

Line 1d - Medicaid 
Waiver Payments Not 
Reported on Form(s) W-
2, Box 1 



Enter the total of your taxable 
dependent care benefits from 
Form 2441, line 26. Dependent 
care benefits should be shown 
in box 10 of your Form(s) W-2. 
But first complete Form 2441 
to see if you can exclude part 
or all of the benefits.

Line 1e - Taxable 
Dependent Care 
Benefits From Form 
2441, Line 26 





Line 1f - Employer-
Provided Adoption 
Benefits From Form 
8839, Line 29 

• Enter the total of your 
employer-provided adoption 
benefits from Form 8839, line 
29. Employer-provided 
adoption benefits should be 
shown in box 12 of your 
Form(s) W-2 with code T. 

• But see the Instructions for 
Form 8839 to find out if you 
can exclude part or all of the 
benefits. 

• You may also be able to 
exclude amounts if you 
adopted a child with special 
needs and the adoption be-
came final in 2023.





Line 1g - Wages From 
Form 8919, Line 6 

Enter the total of your wages from Form 
8919, line 6.



Line 1h - 
Other Earned 

Income
Tip

• If you received 
scholarship or 
fellowship grants that 
were not reported to 
you on Form W-2, 
report these amounts 
on Schedule 1, line 8r. 
See the instructions for 
Schedule 1, line 8r.



The following types of income must be 
included in the total on line 1h.

Strike or lockout 
benefits (other 
than bona fide 
gifts). 

Excess elective deferrals. The amount 
deferred should be shown in box 12 
of your Form W-2, and the 
“Retirement plan” box in box 13 
should be checked. If the total 
amount you (or your spouse if filing 
jointly) deferred for 2023 under all 
plans was more than $22,500 
(excluding catch-up contributions as 
explained later), include the excess 
on line 1h. This limit is (a) $15,500 if 
you have only SIMPLE plans, or (b) 
$25,500 for section 403(b) plans if 
you qualify for the 15-year rule in 
Pub. 571. Although designated Roth 
contributions are subject to this limit, 
don’t include the excess attributable 
to such contributions on line 1h. They 
are already included as income in box 
1 of your Form W-2. 

A higher limit may 
apply to 
participants in 
section 457(b) 
deferred 
compensation 
plans for the 3 
years before 
retirement age. 
Contact your plan 
administrator for 
more information. 

If you were age 50 or older at the 
end of 2023, your employer may 
have al-lowed an additional deferral 
(catch-up contributions) of up to 
$7,500 ($3,500 for section 
401(k)(11) and SIMPLE plans). This 
additional deferral amount isn't 
subject to the overall limit on 
elective deferrals.

Disability 
pensions shown 
on Form 1099-R if 
you haven’t 
reached the 
minimum 
retirement age 
set by your 
employer. But see 
Insurance 
Premiums for 
Retired Public 
Safety Officers in 
the instructions 
for lines 5a and 
5b. Disability 
pensions received 
after you reach 
minimum 
retirement age 
and other 
payments shown 
on Form 1099-R 
(other than 
payments from 
an IRA*) are 
reported on lines 
5a and 5b. 
Payments from 
an IRA are 
reported on lines 
4a and 4b. 

Corrective 
distributions from 
a retirement plan 
shown on Form 
1099-R of excess 
elective deferrals 
and excess 
contributions 
(plus earnings). 
But don’t include 
distributions from 
an IRA* on line 
1h. Instead, 
report 
distributions from 
an IRA on lines 4a 
and 4b. 



Line 1i - Nontaxable 
Combat Pay Election 

•If you elect to include your 
nontaxable combat pay in 
your earned income when 
figuring the EIC, enter the 
amount on line 1i. See the 
instructions for line 27.



Were You a 
Statutory 
Employee? 

If you were a statutory 
employee, the 
“Statutory employee” 
box in box 13 of your 
Form W-2 should be 
checked. 

Statutory employees 
include full-time life 
insurance salespeople 
and certain agent or 
commission drivers, 
certain traveling 
salespeople, and 
certain homeworkers. 

Statutory employees 
report the amount 
shown in box 1 of 
Form W-2 on a 
Schedule C along with 
any related business 
expenses.



Missing or Incorrect 
Form W-2? 

• Your employer is required to 
provide or send Form W-2 to you 
no later than January 31, 2024. If 
you don’t receive it by early 
February, use Tax Topic 154 to find 
out what to do. 

• Even if you don’t get a Form W-2, 
you must still report your earnings. 
If you lose your Form W-2 or it is 
incorrect, ask your employer for a 
new one.



Income Tax 
2023-2024
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Line 1a - Total Amount From Form(s) W-
2, Box 1

• Enter the total amount from Form(s) W-2, box 1. 
If a joint return, also include your spouse's 
income from Form(s) W-2, box 1.

Caution

• If you earned wages while you were an inmate 
in a penal institution, report these amounts on 
Schedule 1, line 8u. Do not report these wages 
on line 1a. See the instructions for Schedule 1, 
line 8u.

Caution

• If you received a pension or annuity from a 
nonqualified defer-red compensation plan or a 
nongovernmental section 457(b) plan and it was 
reported in box 1 of Form W-2, do not include 
this amount on Form 1040, line 1a. This amount 
is re-ported on Schedule 1, line 8t.



Line 1b - Household 
Employee Wages Not 

Reported on Form(s) W-2 

Enter the total of your wages received as 
a household employee that was not re-
ported on Form(s) W-2. An employer 
isn’t required to provide a Form W-2 to 
you if they paid you wages of less than 
$2,600 in 2023. For information on 
employment taxes for household 
employees, see Tax Topic 756.



Line 1c - Tip Income Not Reported on Line 1a 

•Enter the total of your tip income that was not 
reported on Form 1040, line 1a. This should 
include any tip income you didn’t report to 
your employer and any allocated tips shown in 
box 8 on your Form(s) W-2 unless you can 
prove that your unreported tips are less than 
the amount in box 8. 

•Allocated tips aren't included as income in box 
1. See Pub. 531 for more details. Also include 
the value of any noncash tips you received, 
such as tickets, passes, or other items of value. 
Although you don’t report these non-cash tips 
to your employer, you must re-port them on 
line 1c.

Tip 

•You may owe social security and Medicare or 
railroad retirement (RRTA) tax on unreported tips. 
See the instructions for Schedule 2, line 5.



•Enter your taxable Medicaid 
waiver payments that were not 
reported on Form(s) W-2. Also 
enter the total of your taxable and 
nontaxable Medicaid waiver 
payments that were not reported 
on Form(s) W-2, or not reported in 
box 1 of Form(s) W-2, if you 
choose to include nontaxable 
payments in earned income for 
purposes of claiming a credit or 
other tax benefit. 

•If you and your spouse both 
received nontaxable Medic-aid 
waiver payments during the year, 
you and your spouse can make 
different choices about including 
payments in earned income. See 
the instructions for Schedule 1, 
line 8s.

Line 1d - Medicaid 
Waiver Payments Not 
Reported on Form(s) W-
2, Box 1 



Enter the total of your taxable 
dependent care benefits from 
Form 2441, line 26. Dependent 
care benefits should be shown 
in box 10 of your Form(s) W-2. 
But first complete Form 2441 
to see if you can exclude part 
or all of the benefits.

Line 1e - Taxable 
Dependent Care 
Benefits From Form 
2441, Line 26 





Line 1f - Employer-
Provided Adoption 
Benefits From Form 
8839, Line 29 

• Enter the total of your 
employer-provided adoption 
benefits from Form 8839, line 
29. Employer-provided 
adoption benefits should be 
shown in box 12 of your 
Form(s) W-2 with code T. 

• But see the Instructions for 
Form 8839 to find out if you 
can exclude part or all of the 
benefits. 

• You may also be able to 
exclude amounts if you 
adopted a child with special 
needs and the adoption be-
came final in 2023.





Line 1g - Wages From 
Form 8919, Line 6 

Enter the total of your wages from Form 
8919, line 6.



Line 1h - 
Other Earned 

Income
Tip

• If you received 
scholarship or 
fellowship grants that 
were not reported to 
you on Form W-2, 
report these amounts 
on Schedule 1, line 8r. 
See the instructions for 
Schedule 1, line 8r.



The following types of income must be 
included in the total on line 1h.

Strike or lockout 
benefits (other 
than bona fide 
gifts). 

Excess elective deferrals. The amount 
deferred should be shown in box 12 
of your Form W-2, and the 
“Retirement plan” box in box 13 
should be checked. If the total 
amount you (or your spouse if filing 
jointly) deferred for 2023 under all 
plans was more than $22,500 
(excluding catch-up contributions as 
explained later), include the excess 
on line 1h. This limit is (a) $15,500 if 
you have only SIMPLE plans, or (b) 
$25,500 for section 403(b) plans if 
you qualify for the 15-year rule in 
Pub. 571. Although designated Roth 
contributions are subject to this limit, 
don’t include the excess attributable 
to such contributions on line 1h. They 
are already included as income in box 
1 of your Form W-2. 

A higher limit may 
apply to 
participants in 
section 457(b) 
deferred 
compensation 
plans for the 3 
years before 
retirement age. 
Contact your plan 
administrator for 
more information. 

If you were age 50 or older at the 
end of 2023, your employer may 
have al-lowed an additional deferral 
(catch-up contributions) of up to 
$7,500 ($3,500 for section 
401(k)(11) and SIMPLE plans). This 
additional deferral amount isn't 
subject to the overall limit on 
elective deferrals.

Disability 
pensions shown 
on Form 1099-R if 
you haven’t 
reached the 
minimum 
retirement age 
set by your 
employer. But see 
Insurance 
Premiums for 
Retired Public 
Safety Officers in 
the instructions 
for lines 5a and 
5b. Disability 
pensions received 
after you reach 
minimum 
retirement age 
and other 
payments shown 
on Form 1099-R 
(other than 
payments from 
an IRA*) are 
reported on lines 
5a and 5b. 
Payments from 
an IRA are 
reported on lines 
4a and 4b. 

Corrective 
distributions from 
a retirement plan 
shown on Form 
1099-R of excess 
elective deferrals 
and excess 
contributions 
(plus earnings). 
But don’t include 
distributions from 
an IRA* on line 
1h. Instead, 
report 
distributions from 
an IRA on lines 4a 
and 4b. 



Line 1i - Nontaxable 
Combat Pay Election 

•If you elect to include your 
nontaxable combat pay in 
your earned income when 
figuring the EIC, enter the 
amount on line 1i. See the 
instructions for line 27.



Were You a 
Statutory 
Employee? 

If you were a statutory 
employee, the 
“Statutory employee” 
box in box 13 of your 
Form W-2 should be 
checked. 

Statutory employees 
include full-time life 
insurance salespeople 
and certain agent or 
commission drivers, 
certain traveling 
salespeople, and 
certain homeworkers. 

Statutory employees 
report the amount 
shown in box 1 of 
Form W-2 on a 
Schedule C along with 
any related business 
expenses.



Missing or Incorrect 
Form W-2? 

• Your employer is required to 
provide or send Form W-2 to you 
no later than January 31, 2024. If 
you don’t receive it by early 
February, use Tax Topic 154 to find 
out what to do. 

• Even if you don’t get a Form W-2, 
you must still report your earnings. 
If you lose your Form W-2 or it is 
incorrect, ask your employer for a 
new one.
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Income

- Adjustments to Income

= Adjusted Gross Income (AGI) 

- Greater of:

Standard Deduction or

Itemized Deduction

= Taxable Income

x Tax Rates (Tax Tables) 

= Tax Before Credits & Other Taxes

- + Tax Credits & Other Taxes

= Total Tax

- Tax Payments & Refundable Credits

= Tax Refund or Tax Due













Line 2a - Tax-Exempt Interest 

If you received any tax-exempt interest (including any tax-exempt original issue 
discount (OID)), such as from municipal bonds, each payer should send you a 
Form 1099-INT or a Form 1099-OID. In general, your tax-exempt stated 
interest should be shown in box 8 of Form 1099-INT or, for a tax-exempt OID 
bond, in box 2 of Form 1099-OID, and your tax-exempt OID should be shown in 
box 11 of Form 1099-OID. Enter the total on line 2a. 

However, if you acquired a tax-exempt bond at a premium, only report the net 
amount of tax-exempt interest on line 2a (that is, the excess of the tax-exempt 
interest received during the year over the amortized bond premium for the 
year). 

Also, if you acquired a tax-exempt OID bond at an acquisition premium, only 
report the net amount of tax-exempt OID on line 2a (that is, the excess of tax-
exempt OID for the year over the amortized acquisition premium for the year). 
See Pub. 550 for more information about OID, bond premium, and acquisition 
premium. 

Also include on line 2a any ex-emptinterest dividends from a 
mutual fund or other regulated investment company. This 
amount should be shown in box 12 of Form 1099-DIV. 

Don’t include interest earned on your IRA, health savings 
account, Archer or Medicare Advantage MSA, or Coverdell 
education savings account.



Line 2b - Taxable Interest 

Each payer should send you a Form 1099-INT or 
Form 1099-OID. Enter your total taxable interest 
income on line 2b. But you must fill in and attach 
Schedule B if the total is over $1,500 or any of 
the other conditions listed at the beginning of 
the Schedule B instructions applies to you. 

For more details about reporting taxable interest, 
including market discount on bonds and 
adjustments for amortizable bond premium or 
acquisition premium, see Pub. 550. 

Interest credited in 2023 on deposits that you 
couldn't withdraw because of the bankruptcy or 
insolvency of the financial institution may not 
have to be included in your 2023 income. For 
details, see Pub. 550.





Part I. Interest 
• Line 1. Report on line 1 all of your tax-

able interest. Taxable interest generally 
should be shown on your Forms 1099-
INT, Forms 1099-OID, or substitute 
statements. Include interest from series 
EE, H, HH, and I U.S. savings bonds. 

• Also include any accrued market 
discount that is includible in income and 
any gain on a contingent payment debt 
instrument that is includible in income as 
interest income. 

• List each payer’s name and the amount. 
Don't report on line 1 any tax-exempt 
interest. See Tax-exempt interest, later, 
for more information. 

• For more information on stated interest, 
original issue discount (OID), market 
discount, contingent payment debt 
instruments, and premium, see Pub. 550 
and Pub. 1212.



Seller-
financed 
mortgages

If you sold your home 
or other property and 
the buyer used the 
property as a personal 
residence, list first any 
interest the buyer paid 
you on a mortgage or 
other form of seller 
financing. Be sure to 
show the buyer’s 
name, address, and 
SSN. 

You must also let the buyer know your SSN. If you 
don't show the buyer’s name, ad-dress, and SSN, 
or let the buyer know your SSN, you may have to 
pay a $50 penalty. 

If you or the buyer do not have an SSN, use the 
appropriate TIN for the filer or recipient of Form 
1098. For more information, see General 
Instructions for Certain Information Returns 
(2023).



Nominees. 

• If you received a Form 1099-INT that includes 
interest you received as a nominee (that is, in 
your name, but the interest actually belongs to 
someone else), report the total on line 1. Do 
this even if you later distributed some or all of 
this income to others. 

• Under your last entry on line 1, put a subtotal of 
all interest listed on line 1. Below this subtotal, 
enter “Nominee Distribution” and show the 
total interest you received as a nominee. 
Subtract this amount from the subtotal and 
enter the result on line 2.

Tip

• If you received interest as a nominee, you must 
give the actual owner a Form 1099-INT (unless 
the owner is your spouse) and file Forms 1096 
and 1099-INT with the IRS. For more details, see 
the General Instructions for Certain Information 
Re-turns and the Instructions for Forms 1099-
INT and 1099-OID.



Accrued 
interest. 

• When you buy bonds between 
interest payment dates and pay 
accrued interest to the seller, this 
interest is taxable to the seller. 

• If you received a Form 1099 for 
interest as a purchaser of a bond with 
accrued interest, follow the rules 
earlier under Nominees to see how to 
report the accrued interest. 

• But identify the amount to be 
subtracted as “Accrued Interest.” 

Original 
issue 

discount 
(OID). 

• If you are reporting OID in an amount 
less than the amount shown in box 1 
or box 8 of Form 1099-OID, follow the 
rules earlier under Nominees to see 
how to report the OID. 

• But identify the amount to be 
subtracted as “OID Adjustment.” 

• However, if the payer reported to you 
a net amount of OID on the bond 
reflecting the offset of the gross 
amount of OID by any acquisition 
premium, no re-duction of the 
amount of OID income reported to 
you by the payer may be needed on 
Schedule B for the bond.



If you elect to reduce your interest 
income on a taxable bond by the 
amount of taxable amortizable 
bond premium, follow the rules 
earlier under Nominees to see how 
to report the interest. But identify 
the amount to be subtracted as 
“ABP Adjustment.” 

However, if the payer reported to 
you a net amount of interest in-
come on the bond reflecting the 
offset of the gross amount of 
interest income by the amortizable 
bond premium, no re-duction of 
the amount of interest income 
reported to you by the payer is 
needed on Schedule B for the bond.

Amortizable 
bond 

premium. 
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Line 2a - Tax-Exempt Interest 

If you received any tax-exempt interest (including any tax-exempt original issue 
discount (OID)), such as from municipal bonds, each payer should send you a 
Form 1099-INT or a Form 1099-OID. In general, your tax-exempt stated 
interest should be shown in box 8 of Form 1099-INT or, for a tax-exempt OID 
bond, in box 2 of Form 1099-OID, and your tax-exempt OID should be shown in 
box 11 of Form 1099-OID. Enter the total on line 2a. 

However, if you acquired a tax-exempt bond at a premium, only report the net 
amount of tax-exempt interest on line 2a (that is, the excess of the tax-exempt 
interest received during the year over the amortized bond premium for the 
year). 

Also, if you acquired a tax-exempt OID bond at an acquisition premium, only 
report the net amount of tax-exempt OID on line 2a (that is, the excess of tax-
exempt OID for the year over the amortized acquisition premium for the year). 
See Pub. 550 for more information about OID, bond premium, and acquisition 
premium. 

Also include on line 2a any ex-emptinterest dividends from a 
mutual fund or other regulated investment company. This 
amount should be shown in box 12 of Form 1099-DIV. 

Don’t include interest earned on your IRA, health savings 
account, Archer or Medicare Advantage MSA, or Coverdell 
education savings account.



Line 2b - Taxable Interest 

Each payer should send you a Form 1099-INT or 
Form 1099-OID. Enter your total taxable interest 
income on line 2b. But you must fill in and attach 
Schedule B if the total is over $1,500 or any of 
the other conditions listed at the beginning of 
the Schedule B instructions applies to you. 

For more details about reporting taxable interest, 
including market discount on bonds and 
adjustments for amortizable bond premium or 
acquisition premium, see Pub. 550. 

Interest credited in 2023 on deposits that you 
couldn't withdraw because of the bankruptcy or 
insolvency of the financial institution may not 
have to be included in your 2023 income. For 
details, see Pub. 550.





Part I. Interest 
• Line 1. Report on line 1 all of your tax-

able interest. Taxable interest generally 
should be shown on your Forms 1099-
INT, Forms 1099-OID, or substitute 
statements. Include interest from series 
EE, H, HH, and I U.S. savings bonds. 

• Also include any accrued market 
discount that is includible in income and 
any gain on a contingent payment debt 
instrument that is includible in income as 
interest income. 

• List each payer’s name and the amount. 
Don't report on line 1 any tax-exempt 
interest. See Tax-exempt interest, later, 
for more information. 

• For more information on stated interest, 
original issue discount (OID), market 
discount, contingent payment debt 
instruments, and premium, see Pub. 550 
and Pub. 1212.



Seller-
financed 
mortgages

If you sold your home 
or other property and 
the buyer used the 
property as a personal 
residence, list first any 
interest the buyer paid 
you on a mortgage or 
other form of seller 
financing. Be sure to 
show the buyer’s 
name, address, and 
SSN. 

You must also let the buyer know your SSN. If you 
don't show the buyer’s name, ad-dress, and SSN, 
or let the buyer know your SSN, you may have to 
pay a $50 penalty. 

If you or the buyer do not have an SSN, use the 
appropriate TIN for the filer or recipient of Form 
1098. For more information, see General 
Instructions for Certain Information Returns 
(2023).



Nominees. 

• If you received a Form 1099-INT that includes 
interest you received as a nominee (that is, in 
your name, but the interest actually belongs to 
someone else), report the total on line 1. Do 
this even if you later distributed some or all of 
this income to others. 

• Under your last entry on line 1, put a subtotal of 
all interest listed on line 1. Below this subtotal, 
enter “Nominee Distribution” and show the 
total interest you received as a nominee. 
Subtract this amount from the subtotal and 
enter the result on line 2.

Tip

• If you received interest as a nominee, you must 
give the actual owner a Form 1099-INT (unless 
the owner is your spouse) and file Forms 1096 
and 1099-INT with the IRS. For more details, see 
the General Instructions for Certain Information 
Re-turns and the Instructions for Forms 1099-
INT and 1099-OID.



Accrued 
interest. 

• When you buy bonds between 
interest payment dates and pay 
accrued interest to the seller, this 
interest is taxable to the seller. 

• If you received a Form 1099 for 
interest as a purchaser of a bond with 
accrued interest, follow the rules 
earlier under Nominees to see how to 
report the accrued interest. 

• But identify the amount to be 
subtracted as “Accrued Interest.” 

Original 
issue 

discount 
(OID). 

• If you are reporting OID in an amount 
less than the amount shown in box 1 
or box 8 of Form 1099-OID, follow the 
rules earlier under Nominees to see 
how to report the OID. 

• But identify the amount to be 
subtracted as “OID Adjustment.” 

• However, if the payer reported to you 
a net amount of OID on the bond 
reflecting the offset of the gross 
amount of OID by any acquisition 
premium, no re-duction of the 
amount of OID income reported to 
you by the payer may be needed on 
Schedule B for the bond.



If you elect to reduce your interest 
income on a taxable bond by the 
amount of taxable amortizable 
bond premium, follow the rules 
earlier under Nominees to see how 
to report the interest. But identify 
the amount to be subtracted as 
“ABP Adjustment.” 

However, if the payer reported to 
you a net amount of interest in-
come on the bond reflecting the 
offset of the gross amount of 
interest income by the amortizable 
bond premium, no re-duction of 
the amount of interest income 
reported to you by the payer is 
needed on Schedule B for the bond.

Amortizable 
bond 

premium. 



Income Tax 
2023-2024

Dividend 
Income





Income

- Adjustments to Income

= Adjusted Gross Income (AGI) 

- Greater of:

Standard Deduction or

Itemized Deduction

= Taxable Income

x Tax Rates (Tax Tables) 

= Tax Before Credits & Other Taxes

- + Tax Credits & Other Taxes

= Total Tax

- Tax Payments & Refundable Credits

= Tax Refund or Tax Due



Dividend Definition

Are distributions to shareholders

Corporation 
Earnings



Types of Dividends

Ordinary 
Dividends

Qualified 
Dividends 











Line 3a - Qualified 
Dividends

Enter your total qualified dividends 
on line 3a. Qualified dividends are 
also included in the ordinary 
dividend total re-quired to be 
shown on line 3b. 

Qualified dividends are eligible for a 
lower tax rate than other ordinary 
income. Generally, these dividends 
are shown in box 1b of Form(s) 
1099-DIV. 

See Pub. 550 for the definition of 
qualified dividends if you received 
dividends not re-ported on Form 
1099-DIV.



Exception. 
Some 
dividends 
may be re-
ported as 
qualified 
dividends 
in box 1b 
of Form 
1099-DIV 
but aren't 
qualified 
dividends. 
These 
include: 

Dividends you received as a nominee. See the Schedule B 
instructions. 

Dividends you received on any share of stock that you held for less than 61 days during the 
121-day period that began 60 days before the ex-dividend date. The ex-dividend date is the 
first date following the declaration of a dividend on which the purchaser of a stock isn't 
entitled to receive the next dividend payment. When counting the number of days you 
held the stock, include the day you disposed of the stock but not the day you acquired it. 
See the examples that follow. Also, when counting the number of days you held the stock, 
you can't count certain days during which your risk of loss was diminished. See Pub. 550 for 
more details. 

Dividends attributable to periods totaling more than 366 days that you received 
on any share of preferred stock held for less than 91 days during the 181-day 
period that began 90 days before the ex-dividend date. When counting the 
number of days you held the stock, you can't count certain days during which your 
risk of loss was diminished. See Pub. 550 for more details. Preferred dividends 
attributable to periods totaling less than 367 days are subject to the 61-day 
holding period rule just described. 

Dividends on any share of stock to the extent that you are 
under an obligation (including a short sale) to make 
related payments with respect to positions in substantially 
similar or related property. 

Payments in lieu of dividends, but only if you know or have 
reason to know that the payments aren't qualified 
dividends. 

Dividends from a corporation that first became a surrogate 
foreign corporation after December 22, 2017, other than a 
foreign corporation that is treated as a domestic 
corporation under section 7874(b). 



Example 1. 

You bought 
5,000 shares 
of XYZ Corp. 
common stock 
on July 8. XYZ 
Corp. paid a 
cash dividend 
of 10 cents 
per share. The 
ex-dividend 
date was July 
16. Your Form 
1099-DIV 
from XYZ 
Corp. 

shows $500 in 
box 1a 
(ordinary 
dividends) 
and in box 1b 
(qualified 
dividends). 
However, you 
sold the 5,000 
shares on 
August 11. 
You held your 
shares of XYZ 
Corp. for only 
34 days of the 
121-day 
period (from 
July 9 through 
August 11). 

The 121-day 
period began 
on May 17 (60 
days before 
the ex-
dividend date) 
and ended on 
September 
14. 

You have no 
qualified 
dividends 
from XYZ 
Corp. because 
you held the 
XYZ stock for 
less than 61 
days.



Example 2. 

The facts are the same as in Example 1 
except that you bought the stock on July 
15 (the day before the ex-dividend date), 
and you sold the stock on September 16. 
You held the stock for 63 days (from July 
16 through September 16). 

The $500 of qualified dividends shown in 
box 1b of Form 1099-DIV are all qualified 
dividends because you held the stock for 
61 days of the 121-day period (from July 
16 through September 14).



You bought 10,000 shares of ABC 
Mutual Fund common stock on July 
8. ABC Mutual Fund paid a cash 
dividend of 10 cents a share. The 
ex-dividend date was July 16. The 
ABC Mutual Fund advises you that 
the part of the dividend eligible to 
be treated as qualified dividends 
equals 2 cents a share. 

Your Form 1099-DIV from ABC 
Mutual Fund shows total ordinary 
dividends of $1,000 and qualified 
dividends of $200. However, you 
sold the 10,000 shares on August 
11. You have no qualified dividends 
from ABC Mutual Fund because 
you held the ABC Mutual Fund 
stock for less than 61 days.

Example 
3. 



Line 3b - Ordinary 
Dividends 

Each payer should 
send you a Form 
1099-DIV. Enter 
your total 
ordinary 
dividends on line 
3b. This amount 
should be shown 
in box 1a of 
Form(s) 1099-DIV. 

You must fill in 
and attach Sched-
ule B if the total is 
over $1,500 or 
you received, as a 
nominee, ordinary 
dividends that 
actually belong to 
someone else.



Non-
dividend 
Distributions 

Some distributions 
are a return of your 
cost (or other basis). 
They won't be taxed 
until you recover 
your cost (or other 
basis). 

You must reduce 
your cost (or other 
basis) by these 
distributions. After 
you get back all of 
your cost (or other 
basis), you must 
report these 
distributions as 
capital gains on 
Form 8949. For 
details, see Pub. 
550.
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Dividend Definition

Are distributions to shareholders

Corporation 
Earnings



Types of Dividends

Ordinary 
Dividends

Qualified 
Dividends 











Line 3a - Qualified 
Dividends

Enter your total qualified dividends 
on line 3a. Qualified dividends are 
also included in the ordinary 
dividend total re-quired to be 
shown on line 3b. 

Qualified dividends are eligible for a 
lower tax rate than other ordinary 
income. Generally, these dividends 
are shown in box 1b of Form(s) 
1099-DIV. 

See Pub. 550 for the definition of 
qualified dividends if you received 
dividends not re-ported on Form 
1099-DIV.



Exception. 
Some 
dividends 
may be re-
ported as 
qualified 
dividends 
in box 1b 
of Form 
1099-DIV 
but aren't 
qualified 
dividends. 
These 
include: 

Dividends you received as a nominee. See the Schedule B 
instructions. 

Dividends you received on any share of stock that you held for less than 61 days during the 
121-day period that began 60 days before the ex-dividend date. The ex-dividend date is the 
first date following the declaration of a dividend on which the purchaser of a stock isn't 
entitled to receive the next dividend payment. When counting the number of days you 
held the stock, include the day you disposed of the stock but not the day you acquired it. 
See the examples that follow. Also, when counting the number of days you held the stock, 
you can't count certain days during which your risk of loss was diminished. See Pub. 550 for 
more details. 

Dividends attributable to periods totaling more than 366 days that you received 
on any share of preferred stock held for less than 91 days during the 181-day 
period that began 90 days before the ex-dividend date. When counting the 
number of days you held the stock, you can't count certain days during which your 
risk of loss was diminished. See Pub. 550 for more details. Preferred dividends 
attributable to periods totaling less than 367 days are subject to the 61-day 
holding period rule just described. 

Dividends on any share of stock to the extent that you are 
under an obligation (including a short sale) to make 
related payments with respect to positions in substantially 
similar or related property. 

Payments in lieu of dividends, but only if you know or have 
reason to know that the payments aren't qualified 
dividends. 

Dividends from a corporation that first became a surrogate 
foreign corporation after December 22, 2017, other than a 
foreign corporation that is treated as a domestic 
corporation under section 7874(b). 



Example 1. 

You bought 
5,000 shares 
of XYZ Corp. 
common stock 
on July 8. XYZ 
Corp. paid a 
cash dividend 
of 10 cents 
per share. The 
ex-dividend 
date was July 
16. Your Form 
1099-DIV 
from XYZ 
Corp. 

shows $500 in 
box 1a 
(ordinary 
dividends) 
and in box 1b 
(qualified 
dividends). 
However, you 
sold the 5,000 
shares on 
August 11. 
You held your 
shares of XYZ 
Corp. for only 
34 days of the 
121-day 
period (from 
July 9 through 
August 11). 

The 121-day 
period began 
on May 17 (60 
days before 
the ex-
dividend date) 
and ended on 
September 
14. 

You have no 
qualified 
dividends 
from XYZ 
Corp. because 
you held the 
XYZ stock for 
less than 61 
days.



Example 2. 

The facts are the same as in Example 1 
except that you bought the stock on July 
15 (the day before the ex-dividend date), 
and you sold the stock on September 16. 
You held the stock for 63 days (from July 
16 through September 16). 

The $500 of qualified dividends shown in 
box 1b of Form 1099-DIV are all qualified 
dividends because you held the stock for 
61 days of the 121-day period (from July 
16 through September 14).



You bought 10,000 shares of ABC 
Mutual Fund common stock on July 
8. ABC Mutual Fund paid a cash 
dividend of 10 cents a share. The 
ex-dividend date was July 16. The 
ABC Mutual Fund advises you that 
the part of the dividend eligible to 
be treated as qualified dividends 
equals 2 cents a share. 

Your Form 1099-DIV from ABC 
Mutual Fund shows total ordinary 
dividends of $1,000 and qualified 
dividends of $200. However, you 
sold the 10,000 shares on August 
11. You have no qualified dividends 
from ABC Mutual Fund because 
you held the ABC Mutual Fund 
stock for less than 61 days.

Example 
3. 



Line 3b - Ordinary 
Dividends 

Each payer should 
send you a Form 
1099-DIV. Enter 
your total 
ordinary 
dividends on line 
3b. This amount 
should be shown 
in box 1a of 
Form(s) 1099-DIV. 

You must fill in 
and attach Sched-
ule B if the total is 
over $1,500 or 
you received, as a 
nominee, ordinary 
dividends that 
actually belong to 
someone else.



Non-
dividend 
Distributions 

Some distributions 
are a return of your 
cost (or other basis). 
They won't be taxed 
until you recover 
your cost (or other 
basis). 

You must reduce 
your cost (or other 
basis) by these 
distributions. After 
you get back all of 
your cost (or other 
basis), you must 
report these 
distributions as 
capital gains on 
Form 8949. For 
details, see Pub. 
550.







Income Tax 
2023-2024

IRA 
Distributions





Income

- Adjustments to Income

= Adjusted Gross Income (AGI) 

- Greater of:

Standard Deduction or

Itemized Deduction

= Taxable Income

x Tax Rates (Tax Tables) 

= Tax Before Credits & Other Taxes

- + Tax Credits & Other Taxes

= Total Tax

- Tax Payments & Refundable Credits

= Tax Refund or Tax Due





Lines 4a and 4b - 
IRA Distributions 

You should receive a Form 1099-R showing 
the total amount of any distribution from 
your IRA before income tax or other 
deductions were withheld. This amount 
should be shown in box 1 of Form 1099-R. 

Unless otherwise noted in the line 4a and 
4b instructions, an IRA includes a traditional 
IRA, Roth IRA, simplified employee pension 
(SEP) IRA, and a savings incentive match 
plan for employees (SIMPLE) IRA. 

Except as provided next, leave line 4a blank 
and enter the total distribution (from Form 
1099-R, box 1) on line 4b.



Exception 1. Enter the 
total distribution on 
line 4a if you rolled 

over part or all of the 
distribution from one: 

Roth IRA 
to another 
Roth IRA, 
or 

IRA (other 
than a 
Roth IRA) 
to a 
qualified 
plan or 
another 
IRA (other 
than a 
Roth IRA). 

Also enter “Rollover” 
next to line 4b. If the 
total distribution was 
rolled over, enter -0- on 
line 4b. If the total 
distribution wasn't rolled 
over, enter the part not 
rolled over on line 4b 
unless Exception 2 
applies to the part not 
rolled over. Generally, a 
rollover must be made 
within 60 days after the 
day you received the 
distribution. For more 
details on roll-overs, see 
Pub. 590-A and Pub. 
590-B. 

If you rolled over the distribution into a qualified plan or you made 
the rollover in 2024, include a statement explaining what you did.



Exception 2. If any of the following ap-ply, enter the total 
distribution on line 4a and see Form 8606 and its 

instructions to figure the amount to enter on line 4b. 

1. You received 
a distribution 
from an IRA 
(other than a 
Roth IRA) and 
you made 
nondeductible 
contributions to 
any of your 
traditional IRAs 
or traditional 
SEP IRAs for 
2023 or an 
earlier year. If 
you made 
nondeductible 
contributions to 
these IRAs for 
2023, also see 
Pub. 590-A and 
Pub. 590-B. 

2. You received a 
distribution from a 
Roth IRA. But if 
either (a) or (b) 
below applies, 
enter -0- on line 
4b; you don’t have 
to see Form 8606 
or its instructions. 

a. Distribution code T 
is shown in box 7 of 
Form 1099-R and you 
made a contribution 
(including a 
conversion) to a Roth 
IRA for 2016 or an 
earlier year. 

b. Distribution code Q 
is shown in box 7 of 
Form 1099-R. 

3. You 
converted part 
or all of a 
traditional IRA, 
traditional SEP 
IRA, or 
traditional 
SIMPLE IRA to a 
Roth IRA in 
2023. 

4. You had a 
2022 or 2023 
IRA 
contribution 
returned to 
you, with the 
related earnings 
or less any loss, 
by the due date 
(including 
extensions) of 
your tax return 
for that year. 

5. You made 
excess 
contributions to 
your IRA for an 
earlier year and 
had them 
returned to you 
in 2023. 

6. You 
recharacterized 
part or all of a 
contribution to 
a Roth IRA as a 
contribution to 
another type of 
IRA, or vice 
versa. 



Exception 3. 
If all or part of the distribution is a qualified charitable 
distribution (QCD), enter the total distribution on line 
4a. If the total amount distributed is a QCD, enter -0- 
on line 4b. If only part of the distribution is a QCD, 
enter the part that is not a QCD on line 4b unless 
Exception 2 applies to that part. Enter “QCD” next to 
line 4b. 

A QCD is a distribution made direct-ly by the trustee 
of your IRA (other than an ongoing SEP or SIMPLE IRA) 
to an organization eligible to receive tax-deductible 
contributions (with certain exceptions). You must have 
been at least age 70 1/2 when the distribution was 
made. 

• Generally, your total QCDs for the year can't be more 
than $100,000. This includes any amount (up to $50,000) 
of a one-time QCD to a split-interest entity. If you file a 
joint return, the same rules apply to your spouse. 

• The amount of the QCD is limited to the amount that 
would otherwise be included in your income. 

• If your IRA includes nondeductible contributions, the 
distribution is first considered to be paid out of otherwise 
taxable income. See Pub. 590-B for details.



Exception 
4. 

If all or part of the distribution is a 
health savings account (HSA) funding 
distribution (HFD), enter the total 
distribution on line 4a. If the total 
amount distributed is an HFD and you 
elect to exclude it from income, enter 
-0- on line 4b. If only part of the 
distribution is an HFD and you elect to 
exclude that part from income, enter 
the part that isn't an HFD on line 4b 
unless Exception 2 applies to that part. 
Enter “HFD” next to line 4b. 

An HFD is a distribution made directly 
by the trustee of your IRA (other than 
an ongoing SEP or SIMPLE IRA) to your 
HSA. If eligible, you can generally elect 
to exclude an HFD from your income 
once in your lifetime. 

You can't exclude more than the limit 
on HSA contributions or more than 
the amount that would otherwise be 
included in your income. If your IRA 
includes nondeductible contributions, 
the HFD is first considered to be paid 
out of otherwise taxable income. See 
Pub. 969 for details.



More than one exception applies. 

• If more than one exception applies, 
include a statement showing the amount 
of each exception, instead of making an 
entry next to line 4b. For example: “Line 
4b – $1,000 Rollover and $500 HFD.” But 
you don’t need to attach a statement if 
only Exception 2 and one other exception 
apply. 

More than one distribution. 

• If you (or your spouse if filing jointly) 
received more than one distribution, 
figure the taxable amount of each 
distribution and enter the total of the 
taxable amounts on line 4b. Enter the 
total amount of those distributions on 
line 4a.



• You must start receiving at least 
a minimum amount from your 
traditional IRA by April 1 of the 
year following the year you reach 
age 72 (age 73 if you reach age 
72 in 2023). 

• If you don’t receive the minimum 
distribution amount, you may 
have to pay an additional tax on 
the amount that should have 
been distributed. 

• For de-tails, including how to 
figure the minimum required 
distribution, see Pub. 590-B.

Tip



For more information 
about IRAs, see Pub. 
590-A and Pub. 590-B.

More 
information. 



Income Tax 
2023-2024

IRA Distributions 
Example









Lines 4a and 4b - 
IRA Distributions 

You should receive a Form 1099-R showing 
the total amount of any distribution from 
your IRA before income tax or other 
deductions were withheld. This amount 
should be shown in box 1 of Form 1099-R. 

Unless otherwise noted in the line 4a and 
4b instructions, an IRA includes a traditional 
IRA, Roth IRA, simplified employee pension 
(SEP) IRA, and a savings incentive match 
plan for employees (SIMPLE) IRA. 

Except as provided next, leave line 4a blank 
and enter the total distribution (from Form 
1099-R, box 1) on line 4b.



Exception 1. Enter the 
total distribution on 
line 4a if you rolled 

over part or all of the 
distribution from one: 

Roth IRA 
to another 
Roth IRA, 
or 

IRA (other 
than a 
Roth IRA) 
to a 
qualified 
plan or 
another 
IRA (other 
than a 
Roth IRA). 

Also enter “Rollover” 
next to line 4b. If the 
total distribution was 
rolled over, enter -0- on 
line 4b. If the total 
distribution wasn't rolled 
over, enter the part not 
rolled over on line 4b 
unless Exception 2 
applies to the part not 
rolled over. Generally, a 
rollover must be made 
within 60 days after the 
day you received the 
distribution. For more 
details on roll-overs, see 
Pub. 590-A and Pub. 
590-B. 

If you rolled over the distribution into a qualified plan or you made 
the rollover in 2024, include a statement explaining what you did.



Exception 2. If any of the following ap-ply, enter the total 
distribution on line 4a and see Form 8606 and its 

instructions to figure the amount to enter on line 4b. 

1. You received 
a distribution 
from an IRA 
(other than a 
Roth IRA) and 
you made 
nondeductible 
contributions to 
any of your 
traditional IRAs 
or traditional 
SEP IRAs for 
2023 or an 
earlier year. If 
you made 
nondeductible 
contributions to 
these IRAs for 
2023, also see 
Pub. 590-A and 
Pub. 590-B. 

2. You received a 
distribution from a 
Roth IRA. But if 
either (a) or (b) 
below applies, 
enter -0- on line 
4b; you don’t have 
to see Form 8606 
or its instructions. 

a. Distribution code T 
is shown in box 7 of 
Form 1099-R and you 
made a contribution 
(including a 
conversion) to a Roth 
IRA for 2016 or an 
earlier year. 

b. Distribution code Q 
is shown in box 7 of 
Form 1099-R. 

3. You 
converted part 
or all of a 
traditional IRA, 
traditional SEP 
IRA, or 
traditional 
SIMPLE IRA to a 
Roth IRA in 
2023. 

4. You had a 
2022 or 2023 
IRA 
contribution 
returned to 
you, with the 
related earnings 
or less any loss, 
by the due date 
(including 
extensions) of 
your tax return 
for that year. 

5. You made 
excess 
contributions to 
your IRA for an 
earlier year and 
had them 
returned to you 
in 2023. 

6. You 
recharacterized 
part or all of a 
contribution to 
a Roth IRA as a 
contribution to 
another type of 
IRA, or vice 
versa. 



Exception 3. 
If all or part of the distribution is a qualified charitable 
distribution (QCD), enter the total distribution on line 
4a. If the total amount distributed is a QCD, enter -0- 
on line 4b. If only part of the distribution is a QCD, 
enter the part that is not a QCD on line 4b unless 
Exception 2 applies to that part. Enter “QCD” next to 
line 4b. 

A QCD is a distribution made direct-ly by the trustee 
of your IRA (other than an ongoing SEP or SIMPLE IRA) 
to an organization eligible to receive tax-deductible 
contributions (with certain exceptions). You must have 
been at least age 70 1/2 when the distribution was 
made. 

• Generally, your total QCDs for the year can't be more 
than $100,000. This includes any amount (up to $50,000) 
of a one-time QCD to a split-interest entity. If you file a 
joint return, the same rules apply to your spouse. 

• The amount of the QCD is limited to the amount that 
would otherwise be included in your income. 

• If your IRA includes nondeductible contributions, the 
distribution is first considered to be paid out of otherwise 
taxable income. See Pub. 590-B for details.



Exception 
4. 

If all or part of the distribution is a 
health savings account (HSA) funding 
distribution (HFD), enter the total 
distribution on line 4a. If the total 
amount distributed is an HFD and you 
elect to exclude it from income, enter 
-0- on line 4b. If only part of the 
distribution is an HFD and you elect to 
exclude that part from income, enter 
the part that isn't an HFD on line 4b 
unless Exception 2 applies to that part. 
Enter “HFD” next to line 4b. 

An HFD is a distribution made directly 
by the trustee of your IRA (other than 
an ongoing SEP or SIMPLE IRA) to your 
HSA. If eligible, you can generally elect 
to exclude an HFD from your income 
once in your lifetime. 

You can't exclude more than the limit 
on HSA contributions or more than 
the amount that would otherwise be 
included in your income. If your IRA 
includes nondeductible contributions, 
the HFD is first considered to be paid 
out of otherwise taxable income. See 
Pub. 969 for details.



More than one exception applies. 

• If more than one exception applies, 
include a statement showing the amount 
of each exception, instead of making an 
entry next to line 4b. For example: “Line 
4b – $1,000 Rollover and $500 HFD.” But 
you don’t need to attach a statement if 
only Exception 2 and one other exception 
apply. 

More than one distribution. 

• If you (or your spouse if filing jointly) 
received more than one distribution, 
figure the taxable amount of each 
distribution and enter the total of the 
taxable amounts on line 4b. Enter the 
total amount of those distributions on 
line 4a.



• You must start receiving at least 
a minimum amount from your 
traditional IRA by April 1 of the 
year following the year you reach 
age 72 (age 73 if you reach age 
72 in 2023). 

• If you don’t receive the minimum 
distribution amount, you may 
have to pay an additional tax on 
the amount that should have 
been distributed. 

• For de-tails, including how to 
figure the minimum required 
distribution, see Pub. 590-B.

Tip



For more information 
about IRAs, see Pub. 
590-A and Pub. 590-B.

More 
information. 
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Income

- Adjustments to Income

= Adjusted Gross Income (AGI) 

- Greater of:

Standard Deduction or

Itemized Deduction

= Taxable Income

x Tax Rates (Tax Tables) 

= Tax Before Credits & Other Taxes

- + Tax Credits & Other Taxes

= Total Tax

- Tax Payments & Refundable Credits

= Tax Refund or Tax Due













Lines 5a and 5b - 
Pensions and Annuities 

You should receive a Form 1099-R showing the total 
amount of your pension and annuity payments before 
in-come tax or other deductions were with-held. This 

amount should be shown in box 1 of Form 1099-R. 
Pension and annuity payments include distributions 
from 401(k), 403(b), and governmental 457(b) plans. 
Rollovers and lump-sum distributions are explained 

later. Don’t include the following payments on lines 5a 
and 5b. Instead, report them on line 1h. 

Disability pensions 
received before you 
reach the minimum 

retirement age set by 
your employer. 

Corrective distributions 
(including any earnings) 

of excess elective 
deferrals or other excess 

contributions to 
retirement plans. The 

plan must advise you of 
the year(s) the 

distributions are 
includible in income. 



Fully 
Taxable 
Pensions 
and 
Annuities 

Your payments are 
fully taxable if (a) 
you didn't contribute 
to the cost (see Cost, 
later) of your 
pension or annuity, 
or (b) you got your 
entire cost back tax 
free before 2023. 
But see Insurance 
Premiums for Retired 
Public Safety 
Officers, later. If your 
pension or annuity is 
fully taxable, enter 
the total pension or 
annuity payments 
(from Form(s) 1099-
R, box 1) on line 5b; 
don’t make an entry 
on line 5a. 

Fully taxable pensions and annuities also include military retirement pay 
shown on Form 1099-R. For details on military disability pensions, see 
Pub. 525. If you received a Form RRB-1099-R, see Pub. 575 to find out 
how to report your benefits.



Partially Taxable 
Pensions and Annuities 

Enter the total pension or annuity payments 
(from Form 1099-R, box 1) on line 5a. If your 
Form 1099-R doesn't show the taxable amount, 
you must use the General Rule explained in 
Pub. 939 to figure the taxable part to enter on 
line 5b. But if your annuity starting date 
(defined later) was after July 1, 1986, see 
Simplified Method, later, to find out if you must 
use that method to figure the taxable part. 

You can ask the IRS to figure the tax-able part 
for you for a $1,000 fee. For details, see Pub. 
939. 

If your Form 1099-R shows a taxable amount, you can 
report that amount on line 5b. But you may be able to 
report a lower taxable amount by using the General 
Rule or the Simplified Method or if the exclusion for 
retired public safety officers, discussed next, applies.



Insurance Premiums for 
Retired Public Safety Officers 

If you are an eligible retired public safe-ty officer (law enforcement officer, fire-fighter, chaplain, or member of a 
rescue squad or ambulance crew who is retired because of disability or because you reached normal retirement 
age), you can elect to exclude from income distributions made from your eligible retirement plan that are used 
to pay the premiums for coverage by an accident or health plan or a long-term care insurance con-tract. 

The premiums can be for coverage for you, your spouse, or 
dependents. The distribution must be from the plan maintained 
by the employer from which you retired as a public safety officer. 

The distribution can be made directly from the plan to the provider of the accident or 
health plan or long-term care insurance contract, or the distribution can be made to you 
to pay to the provider of the accident or health plan or long-term care insurance contract. 
You can exclude from income the smaller of the amount of the premiums paid or $3,000. 

You can make this election only for amounts that would 
otherwise be included in your income. The amount excluded 
from your income can’t be used to claim a medical expense 
deduction. 

An eligible retirement plan is a governmental plan that is a 
qualified trust or a section 403(a), 403(b), or 457(b) plan.



Caution

• You can exclude from income only 
the smaller of the amount of the 
premiums paid or $3,000. This is 
true if the distribution was made 
directly from the plan to the 
provider of the accident or health 
plan or long-term care insurance 
contract or if the distribution was 
made to you and you paid the 
provider of the accident or health 
plan or long-term care insurance 
contract. 

• If you received a distribution from 
your eligible retirement plan, and 
you used part of that distribution to 
pay premiums for an accident or 
health plan or long-term care 
insurance contract, you can still 
exclude from income only the 
smaller of the amount of the 
premiums or $3,000. The rest of the 
distribution is taxable to you and 
must be reported on line 5b.



If you make this 
election, reduce the 
otherwise taxable 
amount of your pension 
or annuity by the 
amount excluded. The 
amount shown in box 2a 
of Form 1099-R doesn't 
reflect the exclusion. Re-
port your total 
distributions on line 5a 
and the taxable amount 
on line 5b. Enter “PSO” 
next to line 5b. 

If you are retired on 
disability and re-porting 
your disability pension 
on line 1h, include only 
the taxable amount on 
that line and enter 
“PSO” and the amount 
excluded on the dotted 
line next to line 1h.



Payments when you are 
disabled. 

If you receive payments from a retirement or profit-
sharing plan that does not provide for disability 
retirement, do not treat those payments as disability 
payments. The payments must be reported as a 
pension or annuity. 

You must include in your income any amounts that you 
received that you would have received in retirement 
had you not become disabled as a result of a terrorist 
attack. Include in your income any payments you 
receive from a 401(k), pension, or other retirement 
plan to the extent that you would have received the 
amount at the same or later time regardless of 
whether you had be-come disabled.



Example. You were a contractor who was 
disabled as a direct result of 
participating in efforts to clean up 
the World Trade Center and you are 
eligible for compensation by the 
September 11 Victim Compensation 
Fund. You began receiving a 
disability pension at age 55 when 
you could no longer work due to 
your disability. 

Under your pension plan you are entitled to an early retirement 
benefit of $2,500 a month at age 55. If you wait until age 62, the 
normal retirement age under the plan, you would be entitled to 
a normal retirement benefit of $3,000 a month. The pension 
plan provides that a participant who retires early on account of 
disability is entitled to receive the participant's normal 
retirement benefit, which in your case equals $3,000 a month. 

Until you turn age 62, you can exclude $500 of your 
monthly retirement benefit from income (the difference 
between the early retirement benefit and the normal 
retirement benefit, $3,000 - $2,500) received on account 
of disability. You must report the remaining $2,500 of 
monthly pension benefit as taxable. For each month after 
you turn age 62, you must report the full amount of the 
monthly pension benefit ($3,000 a month) as taxable.



Simplified Method - You must use the 
Simplified Method if either of the 

following applies. 

1. Your 
annuity 
starting 
date was 
after July 1, 
1986, and 
you used 
this method 
last year to 
figure the 
taxable 
part. 

2. Your annuity starting date was after 
November 18, 1996, and both of the 
following apply. 

a. The payments are 
from a qualified 
employee plan, a 
qualified employee 
annuity, or a tax-
sheltered annuity. 

b. On your annuity 
starting date, either 
you were under age 
75 or the number of 
years of guaranteed 
payments was fewer 
than 5. See Pub. 575 
for the definition of 
guaranteed 
payments. 

If you must use the Simplified Meth-od, complete the 
Simplified Method Worksheet in these instructions to 
figure the taxable part of your pension or annuity. For 

more details on the Simplified Method, see Pub. 575 (or 
Pub. 721 for U.S. Civil Service retirement benefits).





Rollovers 
Generally, a rollover is a tax-free distribution of cash or 
other assets from one retirement plan that is contributed 
to an-other plan within 60 days of receiving the 
distribution. However, a rollover to a Roth IRA or a 
designated Roth account is generally not a tax-free 
distribution. Use lines 5a and 5b to report a rollover, 
including a direct rollover, from one qualified employer's 
plan to another or to an IRA or SEP. 

Enter on line 5a the distribution from Form 1099-R, box 1. From this 
amount, subtract any contributions (usually shown in box 5) that 
were taxable to you when made. From that result, subtract the 
amount of the rollover. Enter the remaining amount on line 5b. If the 
remaining amount is zero and you have no other distribution to 
report on line 5b, enter -0- on line 5b. Also enter "Rollover" next to 
line 5b. 

See Pub. 575 for more details on rollovers, including 
special rules that apply to rollovers from designated Roth 
accounts, partial rollovers of property, and distributions 
under qualified domestic relations orders.



Lump-Sum 
Distributions 

If you received a lump-
sum distribution from a 
profit-sharing or 
retirement plan, your 
Form 1099-R should have 
the "Total distribution" 
box in box 2b checked. 
You may owe an 
additional tax if you 
received an early 
distribution from a quali-
ied retirement plan and 
the total amount wasn't 
rolled over. For details, 
see the instructions for 
Schedule 2, line 8. 

Enter the total 
distribution on line 5a and 
the taxable part on line 
5b. For details, see Pub. 
575.
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Lines 5a and 5b - 
Pensions and Annuities 

You should receive a Form 1099-R showing the total 
amount of your pension and annuity payments before 
in-come tax or other deductions were with-held. This 

amount should be shown in box 1 of Form 1099-R. 
Pension and annuity payments include distributions 
from 401(k), 403(b), and governmental 457(b) plans. 
Rollovers and lump-sum distributions are explained 

later. Don’t include the following payments on lines 5a 
and 5b. Instead, report them on line 1h. 

Disability pensions 
received before you 
reach the minimum 

retirement age set by 
your employer. 

Corrective distributions 
(including any earnings) 

of excess elective 
deferrals or other excess 

contributions to 
retirement plans. The 

plan must advise you of 
the year(s) the 

distributions are 
includible in income. 



Fully 
Taxable 
Pensions 
and 
Annuities 

Your payments are 
fully taxable if (a) 
you didn't contribute 
to the cost (see Cost, 
later) of your 
pension or annuity, 
or (b) you got your 
entire cost back tax 
free before 2023. 
But see Insurance 
Premiums for Retired 
Public Safety 
Officers, later. If your 
pension or annuity is 
fully taxable, enter 
the total pension or 
annuity payments 
(from Form(s) 1099-
R, box 1) on line 5b; 
don’t make an entry 
on line 5a. 

Fully taxable pensions and annuities also include military retirement pay 
shown on Form 1099-R. For details on military disability pensions, see 
Pub. 525. If you received a Form RRB-1099-R, see Pub. 575 to find out 
how to report your benefits.



Partially Taxable 
Pensions and Annuities 

Enter the total pension or annuity payments 
(from Form 1099-R, box 1) on line 5a. If your 
Form 1099-R doesn't show the taxable amount, 
you must use the General Rule explained in 
Pub. 939 to figure the taxable part to enter on 
line 5b. But if your annuity starting date 
(defined later) was after July 1, 1986, see 
Simplified Method, later, to find out if you must 
use that method to figure the taxable part. 

You can ask the IRS to figure the tax-able part 
for you for a $1,000 fee. For details, see Pub. 
939. 

If your Form 1099-R shows a taxable amount, you can 
report that amount on line 5b. But you may be able to 
report a lower taxable amount by using the General 
Rule or the Simplified Method or if the exclusion for 
retired public safety officers, discussed next, applies.



Insurance Premiums for 
Retired Public Safety Officers 

If you are an eligible retired public safe-ty officer (law enforcement officer, fire-fighter, chaplain, or member of a 
rescue squad or ambulance crew who is retired because of disability or because you reached normal retirement 
age), you can elect to exclude from income distributions made from your eligible retirement plan that are used 
to pay the premiums for coverage by an accident or health plan or a long-term care insurance con-tract. 

The premiums can be for coverage for you, your spouse, or 
dependents. The distribution must be from the plan maintained 
by the employer from which you retired as a public safety officer. 

The distribution can be made directly from the plan to the provider of the accident or 
health plan or long-term care insurance contract, or the distribution can be made to you 
to pay to the provider of the accident or health plan or long-term care insurance contract. 
You can exclude from income the smaller of the amount of the premiums paid or $3,000. 

You can make this election only for amounts that would 
otherwise be included in your income. The amount excluded 
from your income can’t be used to claim a medical expense 
deduction. 

An eligible retirement plan is a governmental plan that is a 
qualified trust or a section 403(a), 403(b), or 457(b) plan.



Caution

• You can exclude from income only 
the smaller of the amount of the 
premiums paid or $3,000. This is 
true if the distribution was made 
directly from the plan to the 
provider of the accident or health 
plan or long-term care insurance 
contract or if the distribution was 
made to you and you paid the 
provider of the accident or health 
plan or long-term care insurance 
contract. 

• If you received a distribution from 
your eligible retirement plan, and 
you used part of that distribution to 
pay premiums for an accident or 
health plan or long-term care 
insurance contract, you can still 
exclude from income only the 
smaller of the amount of the 
premiums or $3,000. The rest of the 
distribution is taxable to you and 
must be reported on line 5b.



If you make this 
election, reduce the 
otherwise taxable 
amount of your pension 
or annuity by the 
amount excluded. The 
amount shown in box 2a 
of Form 1099-R doesn't 
reflect the exclusion. Re-
port your total 
distributions on line 5a 
and the taxable amount 
on line 5b. Enter “PSO” 
next to line 5b. 

If you are retired on 
disability and re-porting 
your disability pension 
on line 1h, include only 
the taxable amount on 
that line and enter 
“PSO” and the amount 
excluded on the dotted 
line next to line 1h.



Payments when you are 
disabled. 

If you receive payments from a retirement or profit-
sharing plan that does not provide for disability 
retirement, do not treat those payments as disability 
payments. The payments must be reported as a 
pension or annuity. 

You must include in your income any amounts that you 
received that you would have received in retirement 
had you not become disabled as a result of a terrorist 
attack. Include in your income any payments you 
receive from a 401(k), pension, or other retirement 
plan to the extent that you would have received the 
amount at the same or later time regardless of 
whether you had be-come disabled.



Example. You were a contractor who was 
disabled as a direct result of 
participating in efforts to clean up 
the World Trade Center and you are 
eligible for compensation by the 
September 11 Victim Compensation 
Fund. You began receiving a 
disability pension at age 55 when 
you could no longer work due to 
your disability. 

Under your pension plan you are entitled to an early retirement 
benefit of $2,500 a month at age 55. If you wait until age 62, the 
normal retirement age under the plan, you would be entitled to 
a normal retirement benefit of $3,000 a month. The pension 
plan provides that a participant who retires early on account of 
disability is entitled to receive the participant's normal 
retirement benefit, which in your case equals $3,000 a month. 

Until you turn age 62, you can exclude $500 of your 
monthly retirement benefit from income (the difference 
between the early retirement benefit and the normal 
retirement benefit, $3,000 - $2,500) received on account 
of disability. You must report the remaining $2,500 of 
monthly pension benefit as taxable. For each month after 
you turn age 62, you must report the full amount of the 
monthly pension benefit ($3,000 a month) as taxable.



Simplified Method - You must use the 
Simplified Method if either of the 

following applies. 

1. Your 
annuity 
starting 
date was 
after July 1, 
1986, and 
you used 
this method 
last year to 
figure the 
taxable 
part. 

2. Your annuity starting date was after 
November 18, 1996, and both of the 
following apply. 

a. The payments are 
from a qualified 
employee plan, a 
qualified employee 
annuity, or a tax-
sheltered annuity. 

b. On your annuity 
starting date, either 
you were under age 
75 or the number of 
years of guaranteed 
payments was fewer 
than 5. See Pub. 575 
for the definition of 
guaranteed 
payments. 

If you must use the Simplified Meth-od, complete the 
Simplified Method Worksheet in these instructions to 
figure the taxable part of your pension or annuity. For 

more details on the Simplified Method, see Pub. 575 (or 
Pub. 721 for U.S. Civil Service retirement benefits).





Rollovers 
Generally, a rollover is a tax-free distribution of cash or 
other assets from one retirement plan that is contributed 
to an-other plan within 60 days of receiving the 
distribution. However, a rollover to a Roth IRA or a 
designated Roth account is generally not a tax-free 
distribution. Use lines 5a and 5b to report a rollover, 
including a direct rollover, from one qualified employer's 
plan to another or to an IRA or SEP. 

Enter on line 5a the distribution from Form 1099-R, box 1. From this 
amount, subtract any contributions (usually shown in box 5) that 
were taxable to you when made. From that result, subtract the 
amount of the rollover. Enter the remaining amount on line 5b. If the 
remaining amount is zero and you have no other distribution to 
report on line 5b, enter -0- on line 5b. Also enter "Rollover" next to 
line 5b. 

See Pub. 575 for more details on rollovers, including 
special rules that apply to rollovers from designated Roth 
accounts, partial rollovers of property, and distributions 
under qualified domestic relations orders.



Lump-Sum 
Distributions 

If you received a lump-
sum distribution from a 
profit-sharing or 
retirement plan, your 
Form 1099-R should have 
the "Total distribution" 
box in box 2b checked. 
You may owe an 
additional tax if you 
received an early 
distribution from a quali-
ied retirement plan and 
the total amount wasn't 
rolled over. For details, 
see the instructions for 
Schedule 2, line 8. 

Enter the total 
distribution on line 5a and 
the taxable part on line 
5b. For details, see Pub. 
575.
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Income

- Adjustments to Income

= Adjusted Gross Income (AGI) 

- Greater of:

Standard Deduction or

Itemized Deduction

= Taxable Income

x Tax Rates (Tax Tables) 

= Tax Before Credits & Other Taxes

- + Tax Credits & Other Taxes

= Total Tax

- Tax Payments & Refundable Credits

= Tax Refund or Tax Due





• For the tax year 
2023, the 
portion of Social 
Security benefits 
that may be 
taxable depends 
on your filing 
status and the 
amount of your 
combined 
income. 

• Combined 
income for this 
purpose is 
defined as the 
sum of your 
adjusted gross 
income, 
nontaxable 
interest, and 
one-half of your 
Social Security 
benefits.



For Individual Filers: Estimate

• If your combined income is between $25,000 
and $34,000, you may have to pay income tax on 
up to 50% of your benefits.

• If your combined income is more than $34,000, 
up to 85% of your benefits may be taxable.

For Joint Filers: Estimate

• If you and your spouse have a combined income 
between $32,000 and $44,000, you may have to 
pay income tax on up to 50% of your benefits.

• If your combined income is more than $44,000, 
up to 85% of your benefits may be taxable.

For Someone Married Filing Separately:

• If you are married filing separately and lived with 
your spouse at any time during the year, you will 
probably have to pay taxes on your benefits.



Calculating 
Combined Income:

To determine your combined income for the 
purposes of figuring out how much of your 
Social Security benefits may be taxable, you 
can use the following formula:

Combined Income = Your adjusted gross income + Nontaxable interest + ½ (Your Social Security benefits)



Let's say you're single, and in 2023, you 
received $18,000 in Social Security 
benefits, had $20,000 in other income, 
and had $500 in nontaxable interest. Your 
combined income would be:

{Combined Income} = $20,000 + $500 + \frac{1}{2}($18,000) = $29,500

Since $29,500 is between $25,000 and 
$34,000 for an individual filer, you may 
have to pay income tax on up to 50% of 
your Social Security benefits.

Keep in mind that these rules can be quite complex, and 
the actual taxation of your Social Security benefits may 
vary based on other factors specific to your tax situation. 
It's often advisable to consult with a tax professional or 
use tax preparation software to help accurately determine 
how much of your Social Security benefits are taxable.



Lines 6a, 6b, and 6c - 
Lines 6a and 6b Social 

Security Benefits 

You should receive a 
Form SSA-1099 
showing in box 3 the 
total social security 
benefits paid to you. 
Box 4 will show the 
amount of any benefits 
you repaid in 2023. If 
you received railroad 
retirement benefits 
treated as social 
security, you should 
receive a Form RRB-
1099. 

Use the Social Security 
Benefits Worksheet in 
these instructions to 
see if any of your 
benefits are taxable.



Exception. Do not use the Social 
Security Benefits Worksheet in these 

instructions if any of the following 
applies. 

You made contributions to a traditional IRA for 
2023 and you or your spouse were covered by a 
retirement plan at work or through self-
employment. Instead, use the worksheets in Pub. 
590-A to see if any of your social security benefits 
are taxable and to figure your IRA deduction. 

You repaid any benefits in 2023 and your total repayments 
(box 4) were more than your total benefits for 2023 (box 
3). None of your benefits are taxable for 2023. Also, if your 
total repayments in 2023 exceed your total benefits 
received in 2023 by more than $3,000, you may be able to 
take an itemized de-duction or a credit for part of the 
excess repayments if they were for benefits you included 
in income in an earlier year. For more details, see Pub. 915. 

You file Form 2555, 4563, or 8815, or you exclude 
employer-provided adoption benefits or income 
from sources within Puerto Rico. Instead, use the 
worksheet in Pub. 915. 



Tip
Social security information. 
Social security beneficiaries 
can now get a variety of 
information from the SSA 
website with a my Social 
Security account, including 
getting a replacement Form 
SSA‐1099 if needed. For 
more information and to set 
up an account, go to 
SSA.gov/myaccount.



Disability payments. 

Don’t include in 
your income any 
disability payments 
(including Social 
Security Disability 
Insurance (SSDI) 
payments) you 
receive for injuries 
incurred as a direct 
result of a terrorist 
attack directed 
against the United 
States (or its allies), 
whether out-side 
or within the 
United States. 

In the case of the 
September 11 
attacks, injuries 
eligible for 
coverage by the 
September 11 
Victim 
Compensation 
Fund are treated as 
incurred as a direct 
result of the attack. 
If these payments 
are incorrectly 
reported as taxable 
on Form SSA-1099, 
don't include the 
nontaxable portion 
of income on your 
tax return. 

You may receive a 
notice from the IRS 
regarding the 
omitted payments. 
Follow the 
instructions in the 
notice to explain 
that the excluded 
payments aren't 
taxable. For more 
information about 
these payments, 
see Pub. 3920.



Example
. 

You were a firefighter who was disabled 
as a direct result of the September 11 
terrorist attack on the World Trade 
Center. You began receiving SSDI benefits 
at age 54. Your full retirement age for 
social security retirement benefits is age 
66. Your birthday is April 25. 

In the year you turned age 66, you received 
$1,500 per month in benefits from the SSA 
(for a total of $18,000 for the year). Because 
you became eligible for a full retirement 
benefit in May, the month after you turned 
age 66, you can exclude only 4 months 
(January through April) of your annual benefit 
from income ($6,000). 

You must report the remaining $12,000 on line 6a. You 
must also complete the Social Security Benefits Worksheet 
to find out if any part of the $12,000 is taxable.



Accrued 
leave 

payment 

If you retire on 
disability, any lump-
sum payment you 
receive for accrued 
annual leave is a 
salary payment. The 
payment is not a 
disability payment. 
Include it in your 
income in the tax year 
you receive it.



Check the box on line 6c 
if you elect to use the 
lump-sum election 
method for your 
benefits. If any of your 
benefits are taxable for 
2023 and they include a 
lump-sum benefit 
payment that was for an 
earlier year, you may be 
able to reduce the 
taxable amount with the 
lump-sum election. See 
Lump-Sum Election in 
Pub. 915 for details.

Line 6c 
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• For the tax year 
2023, the 
portion of Social 
Security benefits 
that may be 
taxable depends 
on your filing 
status and the 
amount of your 
combined 
income. 

• Combined 
income for this 
purpose is 
defined as the 
sum of your 
adjusted gross 
income, 
nontaxable 
interest, and 
one-half of your 
Social Security 
benefits.



For Individual Filers: Estimate

• If your combined income is between $25,000 
and $34,000, you may have to pay income tax on 
up to 50% of your benefits.

• If your combined income is more than $34,000, 
up to 85% of your benefits may be taxable.

For Joint Filers: Estimate

• If you and your spouse have a combined income 
between $32,000 and $44,000, you may have to 
pay income tax on up to 50% of your benefits.

• If your combined income is more than $44,000, 
up to 85% of your benefits may be taxable.

For Someone Married Filing Separately:

• If you are married filing separately and lived with 
your spouse at any time during the year, you will 
probably have to pay taxes on your benefits.



Calculating 
Combined Income:

To determine your combined income for the 
purposes of figuring out how much of your 
Social Security benefits may be taxable, you 
can use the following formula:

Combined Income = Your adjusted gross income + Nontaxable interest + ½ (Your Social Security benefits)



Let's say you're single, and in 2023, you 
received $18,000 in Social Security 
benefits, had $20,000 in other income, 
and had $500 in nontaxable interest. Your 
combined income would be:

{Combined Income} = $20,000 + $500 + \frac{1}{2}($18,000) = $29,500

Since $29,500 is between $25,000 and 
$34,000 for an individual filer, you may 
have to pay income tax on up to 50% of 
your Social Security benefits.

Keep in mind that these rules can be quite complex, and 
the actual taxation of your Social Security benefits may 
vary based on other factors specific to your tax situation. 
It's often advisable to consult with a tax professional or 
use tax preparation software to help accurately determine 
how much of your Social Security benefits are taxable.



Lines 6a, 6b, and 6c - 
Lines 6a and 6b Social 

Security Benefits 

You should receive a 
Form SSA-1099 
showing in box 3 the 
total social security 
benefits paid to you. 
Box 4 will show the 
amount of any benefits 
you repaid in 2023. If 
you received railroad 
retirement benefits 
treated as social 
security, you should 
receive a Form RRB-
1099. 

Use the Social Security 
Benefits Worksheet in 
these instructions to 
see if any of your 
benefits are taxable.



Exception. Do not use the Social 
Security Benefits Worksheet in these 

instructions if any of the following 
applies. 

You made contributions to a traditional IRA for 
2023 and you or your spouse were covered by a 
retirement plan at work or through self-
employment. Instead, use the worksheets in Pub. 
590-A to see if any of your social security benefits 
are taxable and to figure your IRA deduction. 

You repaid any benefits in 2023 and your total repayments 
(box 4) were more than your total benefits for 2023 (box 
3). None of your benefits are taxable for 2023. Also, if your 
total repayments in 2023 exceed your total benefits 
received in 2023 by more than $3,000, you may be able to 
take an itemized de-duction or a credit for part of the 
excess repayments if they were for benefits you included 
in income in an earlier year. For more details, see Pub. 915. 

You file Form 2555, 4563, or 8815, or you exclude 
employer-provided adoption benefits or income 
from sources within Puerto Rico. Instead, use the 
worksheet in Pub. 915. 



Tip
Social security information. 
Social security beneficiaries 
can now get a variety of 
information from the SSA 
website with a my Social 
Security account, including 
getting a replacement Form 
SSA‐1099 if needed. For 
more information and to set 
up an account, go to 
SSA.gov/myaccount.



Disability payments. 

Don’t include in 
your income any 
disability payments 
(including Social 
Security Disability 
Insurance (SSDI) 
payments) you 
receive for injuries 
incurred as a direct 
result of a terrorist 
attack directed 
against the United 
States (or its allies), 
whether out-side 
or within the 
United States. 

In the case of the 
September 11 
attacks, injuries 
eligible for 
coverage by the 
September 11 
Victim 
Compensation 
Fund are treated as 
incurred as a direct 
result of the attack. 
If these payments 
are incorrectly 
reported as taxable 
on Form SSA-1099, 
don't include the 
nontaxable portion 
of income on your 
tax return. 

You may receive a 
notice from the IRS 
regarding the 
omitted payments. 
Follow the 
instructions in the 
notice to explain 
that the excluded 
payments aren't 
taxable. For more 
information about 
these payments, 
see Pub. 3920.



Example
. 

You were a firefighter who was disabled 
as a direct result of the September 11 
terrorist attack on the World Trade 
Center. You began receiving SSDI benefits 
at age 54. Your full retirement age for 
social security retirement benefits is age 
66. Your birthday is April 25. 

In the year you turned age 66, you received 
$1,500 per month in benefits from the SSA 
(for a total of $18,000 for the year). Because 
you became eligible for a full retirement 
benefit in May, the month after you turned 
age 66, you can exclude only 4 months 
(January through April) of your annual benefit 
from income ($6,000). 

You must report the remaining $12,000 on line 6a. You 
must also complete the Social Security Benefits Worksheet 
to find out if any part of the $12,000 is taxable.



Accrued 
leave 

payment 

If you retire on 
disability, any lump-
sum payment you 
receive for accrued 
annual leave is a 
salary payment. The 
payment is not a 
disability payment. 
Include it in your 
income in the tax year 
you receive it.



Check the box on line 6c 
if you elect to use the 
lump-sum election 
method for your 
benefits. If any of your 
benefits are taxable for 
2023 and they include a 
lump-sum benefit 
payment that was for an 
earlier year, you may be 
able to reduce the 
taxable amount with the 
lump-sum election. See 
Lump-Sum Election in 
Pub. 915 for details.

Line 6c 



Income Tax 
2023-2024
Taxable Refunds, 

Credits, or Offsets of 
State and Local 
Income Taxes





Income

- Adjustments to Income

= Adjusted Gross Income (AGI) 

- Greater of:

Standard Deduction or

Itemized Deduction

= Taxable Income

x Tax Rates (Tax Tables) 

= Tax Before Credits & Other Taxes

- + Tax Credits & Other Taxes

= Total Tax

- Tax Payments & Refundable Credits

= Tax Refund or Tax Due







Line 1 - Taxable Refunds, 
Credits, or Offsets of State 

and Local Income Taxes

Tip - None of your 
refund is taxable if, 
in the year you paid 
the tax, you either 

a. didn't 
itemize de-
ductions, 
or 

b. elected 
to deduct 
state and 
local 
general 
sales taxes 
instead of 
state and 
local 
income 
taxes.



If you received a refund, credit, or offset of state or 
local income taxes in 2023, you may be required to 
report this amount. If you didn't receive a Form 
1099-G, check with the government agency that 
made the payments to you. 

Your 2023 Form 1099-G may have been made 
available to you only in an electronic format, and 
you will need to get instructions from the agency 
to retrieve this document. Report any taxable re-
fund you received even if you didn't receive Form 
1099-G. 

If you chose to apply part or all of the refund to your 2023 
estimated state or local income tax, the amount applied is treated 
as received in 2023. If the refund was for a tax you paid in 2022 
and you deducted state and local income taxes on your 2022 
Schedule A, use the State and Local Income Tax Refund Worksheet 
in these instructions to see if any of your refund is taxable.



Exception. See Itemized Deduction Recoveries in Pub. 525 instead of using the State and Local Income Tax Refund 
Worksheet in these instructions if any of the following applies. 

1. You received a refund in 2023 that is for a tax year other than 2022. 

2. You received a refund other than an income tax refund, such as a general sales tax or real 
property tax refund, in 2023 of an amount deducted or credit claimed in an earlier year. 

3. You had taxable income on your 2022 Form 1040 or 1040-SR, line 15, but no tax on your Form 1040 or 
1040-SR, line 16, because of the 0% tax rate on net capital gain and qualified dividends in certain situations. 

4. Your 2022 state and local income tax refund is more than your 2022 state and local income tax 
deduction minus the amount you could have deducted as your 2022 state and local general sales taxes. 

5. You made your last payment of 2022 estimated state or local income tax 
in 2023. 

6. You owed alternative minimum tax in 2022. 

7. You couldn't use the full amount of credits you were entitled to in 2022 because the total 
credits were more than the amount shown on your 2022 Form 1040 or 1040-SR, line 16. 

8. You could be claimed as a de-pendent by someone else in 2022. 

9. You received a refund because of a jointly filed state or local income tax return, but 
you aren't filing a joint 2023 Form 1040 or 1040-SR with the same person. 



Income Tax 
2023-2024

Taxable Refunds, 
Credits, or Offsets of 

State and Local Income 
Taxes Example



Line 1 - Taxable Refunds, 
Credits, or Offsets of State 

and Local Income Taxes

Tip - None of your 
refund is taxable if, 
in the year you paid 
the tax, you either 

a. didn't 
itemize de-
ductions, 
or 

b. elected 
to deduct 
state and 
local 
general 
sales taxes 
instead of 
state and 
local 
income 
taxes.



If you received a refund, credit, or offset of state or 
local income taxes in 2023, you may be required to 
report this amount. If you didn't receive a Form 
1099-G, check with the government agency that 
made the payments to you. 

Your 2023 Form 1099-G may have been made 
available to you only in an electronic format, and 
you will need to get instructions from the agency 
to retrieve this document. Report any taxable re-
fund you received even if you didn't receive Form 
1099-G. 

If you chose to apply part or all of the refund to your 2023 
estimated state or local income tax, the amount applied is treated 
as received in 2023. If the refund was for a tax you paid in 2022 
and you deducted state and local income taxes on your 2022 
Schedule A, use the State and Local Income Tax Refund Worksheet 
in these instructions to see if any of your refund is taxable.



Exception. See Itemized Deduction Recoveries in Pub. 525 instead of using the State and Local Income Tax Refund 
Worksheet in these instructions if any of the following applies. 

1. You received a refund in 2023 that is for a tax year other than 2022. 

2. You received a refund other than an income tax refund, such as a general sales tax or real 
property tax refund, in 2023 of an amount deducted or credit claimed in an earlier year. 

3. You had taxable income on your 2022 Form 1040 or 1040-SR, line 15, but no tax on your Form 1040 or 
1040-SR, line 16, because of the 0% tax rate on net capital gain and qualified dividends in certain situations. 

4. Your 2022 state and local income tax refund is more than your 2022 state and local income tax 
deduction minus the amount you could have deducted as your 2022 state and local general sales taxes. 

5. You made your last payment of 2022 estimated state or local income tax 
in 2023. 

6. You owed alternative minimum tax in 2022. 

7. You couldn't use the full amount of credits you were entitled to in 2022 because the total 
credits were more than the amount shown on your 2022 Form 1040 or 1040-SR, line 16. 

8. You could be claimed as a de-pendent by someone else in 2022. 

9. You received a refund because of a jointly filed state or local income tax return, but 
you aren't filing a joint 2023 Form 1040 or 1040-SR with the same person. 



Income Tax 
2023-2024

Alimony 
Received





Income

- Adjustments to Income

= Adjusted Gross Income (AGI) 

- Greater of:

Standard Deduction or

Itemized Deduction

= Taxable Income

x Tax Rates (Tax Tables) 

= Tax Before Credits & Other Taxes

- + Tax Credits & Other Taxes

= Total Tax

- Tax Payments & Refundable Credits

= Tax Refund or Tax Due







Alimony payments have 
undergone significant changes 
with respect to federal income tax 
laws, especially after the Tax Cuts 
and Jobs Act (TCJA) of 2017. 

The rules around the taxation of alimony 
payments depend on when the divorce or 
separation instrument (such as a divorce 
decree or separation agreement) was 
executed or modified.

Here's a detailed 
discussion for the tax year 
2023



Alimony Agreements Executed 
After December 31, 2018

For divorce or separation 
agreements executed after 
December 31, 2018, the TCJA 
rules apply. Under these rules:

Alimony 
Received: If you 
receive alimony 
under such an 
agreement, it is 
not considered 
taxable income, 
and you should 
not include it in 
your income on 
your tax return 
for the year 
2023.

Alimony Paid: 
Similarly, if you 
pay alimony 
under an 
agreement 
executed after 
this date, you 
cannot deduct 
these payments 
from your 
income.

This change 
represents a 
significant shift 
from previous 
tax laws, where 
alimony 
received was 
taxable, and 
alimony paid 
could be 
deducted.



Alimony Agreements Executed Before January 
1, 2019 - For agreements executed before 

January 1, 2019, the old rules apply, unless the 
agreement was modified after this date and 

explicitly states that the TCJA rules apply. 
Under the old rules:

Alimony Received: 
If you are receiving 
alimony based on 
an agreement 
executed before 
January 1, 2019, 
you must include 
these payments in 
your taxable 
income for 2023.

Alimony Paid: If 
you are paying 
alimony under 
such an 
agreement, you 
are generally 
allowed to deduct 
these payments 
from your income.



Modifications to 
Agreements

If a divorce or 
separation 
agreement was 
modified after 
December 31, 
2018, and the 
modification 
expressly states 
that the alimony 
payments are not 
deductible by the 
payer or includable 
in the income of 
the recipient, then 
the TCJA rules apply 
to the modified 
agreement.

Child Support vs. 
Alimony

It's important to 
distinguish between 
alimony and child 
support payments, 
as child support 
payments are not 
deductible by the 
payer and are not 
taxable to the 
recipient, 
regardless of when 
the agreement was 
executed or 
modified.



Reporting Requirements

For agreements executed 
before 2019 where alimony is 
deductible by the payer and 
taxable to the recipient:

The recipient 
must report 
alimony 
received as 
income.

The payer can 
deduct alimony 
paid if they 
itemize 
deductions on 
Form 1040, 
Schedule 1.

For post-2018 
agreements, 
since alimony 
is neither 
deductible 
nor taxable, 
there are no 
specific 
reporting 
requirements 
related to 
alimony 
payments on 
federal 
income tax 
returns for 
either party.



Lines 2a and 2b - Alimony 
Received - Line 2a 

Enter amounts received as alimony or separate maintenance 
pursuant to a divorce or separation agreement entered into 
on or before December 31, 2018, unless that agreement was 
changed after December 31, 2018, to expressly pro-vide that 
alimony received isn't included in your income. 

Alimony received is not included in your income if you 
entered into a divorce or separation agreement after 
December 31, 2018. If you are including alimony in your 
income, you must let the person who made the payments 
know your social security number. If you don’t, you may 
have to pay a penalty. For more details, see Pub. 504. 

If you are including alimony payments from more than one 
divorce or separation agreement in your income, enter the 
total of all alimony received on line 2a.



Line 2b 

On line 2b, enter the 
month and year of 
your original divorce 
or separation 
agreement that relates 
to the alimony 
payment, if any, 
reported on line 2a. 

If you have alimony 
payments from more 
than one divorce or 
separation agreement, 
on line 2b enter the 
month and year of the 
divorce or separation 
agreement for which 
you received the most 
income. Attach a 
statement listing the 
month and year of the 
other agreements.



Income Tax 
2023-2024

Alimony Received 
Example



Alimony payments have 
undergone significant changes 
with respect to federal income tax 
laws, especially after the Tax Cuts 
and Jobs Act (TCJA) of 2017. 

The rules around the taxation of alimony 
payments depend on when the divorce or 
separation instrument (such as a divorce 
decree or separation agreement) was 
executed or modified.

Here's a detailed 
discussion for the tax year 
2023



Alimony Agreements Executed 
After December 31, 2018

For divorce or separation 
agreements executed after 
December 31, 2018, the TCJA 
rules apply. Under these rules:

Alimony 
Received: If you 
receive alimony 
under such an 
agreement, it is 
not considered 
taxable income, 
and you should 
not include it in 
your income on 
your tax return 
for the year 
2023.

Alimony Paid: 
Similarly, if you 
pay alimony 
under an 
agreement 
executed after 
this date, you 
cannot deduct 
these payments 
from your 
income.

This change 
represents a 
significant shift 
from previous 
tax laws, where 
alimony 
received was 
taxable, and 
alimony paid 
could be 
deducted.



Alimony Agreements Executed Before January 
1, 2019 - For agreements executed before 

January 1, 2019, the old rules apply, unless the 
agreement was modified after this date and 

explicitly states that the TCJA rules apply. 
Under the old rules:

Alimony Received: 
If you are receiving 
alimony based on 
an agreement 
executed before 
January 1, 2019, 
you must include 
these payments in 
your taxable 
income for 2023.

Alimony Paid: If 
you are paying 
alimony under 
such an 
agreement, you 
are generally 
allowed to deduct 
these payments 
from your income.



Modifications to 
Agreements

If a divorce or 
separation 
agreement was 
modified after 
December 31, 
2018, and the 
modification 
expressly states 
that the alimony 
payments are not 
deductible by the 
payer or includable 
in the income of 
the recipient, then 
the TCJA rules apply 
to the modified 
agreement.

Child Support vs. 
Alimony

It's important to 
distinguish between 
alimony and child 
support payments, 
as child support 
payments are not 
deductible by the 
payer and are not 
taxable to the 
recipient, 
regardless of when 
the agreement was 
executed or 
modified.



Reporting Requirements

For agreements executed 
before 2019 where alimony is 
deductible by the payer and 
taxable to the recipient:

The recipient 
must report 
alimony 
received as 
income.

The payer can 
deduct alimony 
paid if they 
itemize 
deductions on 
Form 1040, 
Schedule 1.

For post-2018 
agreements, 
since alimony 
is neither 
deductible 
nor taxable, 
there are no 
specific 
reporting 
requirements 
related to 
alimony 
payments on 
federal 
income tax 
returns for 
either party.



Lines 2a and 2b - Alimony 
Received - Line 2a 

Enter amounts received as alimony or separate maintenance 
pursuant to a divorce or separation agreement entered into 
on or before December 31, 2018, unless that agreement was 
changed after December 31, 2018, to expressly pro-vide that 
alimony received isn't included in your income. 

Alimony received is not included in your income if you 
entered into a divorce or separation agreement after 
December 31, 2018. If you are including alimony in your 
income, you must let the person who made the payments 
know your social security number. If you don’t, you may 
have to pay a penalty. For more details, see Pub. 504. 

If you are including alimony payments from more than one 
divorce or separation agreement in your income, enter the 
total of all alimony received on line 2a.



Line 2b 

On line 2b, enter the 
month and year of 
your original divorce 
or separation 
agreement that relates 
to the alimony 
payment, if any, 
reported on line 2a. 

If you have alimony 
payments from more 
than one divorce or 
separation agreement, 
on line 2b enter the 
month and year of the 
divorce or separation 
agreement for which 
you received the most 
income. Attach a 
statement listing the 
month and year of the 
other agreements.



Income Tax 
2023-2024

Business Income 
or Loss & Other 

Gains or (Losses)





Income

- Adjustments to Income

= Adjusted Gross Income (AGI) 

- Greater of:

Standard Deduction or

Itemized Deduction

= Taxable Income

x Tax Rates (Tax Tables) 

= Tax Before Credits & Other Taxes

- + Tax Credits & Other Taxes

= Total Tax

- Tax Payments & Refundable Credits

= Tax Refund or Tax Due







Reporting business income for a 
sole proprietorship in the tax year 
2023 involves summarizing your 
business's revenue, expenses, and 
net profit or loss for the year. 

As a sole proprietor, your business 
income is reported on your 
personal income tax return, using 
Schedule C (Form 1040) or 
Schedule C-EZ (if eligible).



Schedule C: Profit or Loss 
from Business

Business Income: Report all income 
from your business, including sales, 
services, and any other income 
sources related to your business 
activities.

Expenses: Deduct all ordinary and 
necessary expenses incurred in 
running your business. This includes 
costs such as rent, supplies, 
advertising, utilities, and wages paid 
to employees.

Net Profit or Loss: Subtract your business 
expenses from your business income to 
calculate your net profit or loss. This figure is 
then reported on your Form 1040 and is 
subject to income tax and self-employment tax.



Self-Employment Tax

Sole proprietors must also pay self-
employment tax (Social Security and 
Medicare tax) if their net earnings 
from self-employment exceed $400. 
This is calculated using Schedule SE 
(Form 1040).

Half of your self-employment tax 
can be deducted from your gross 
income on your Form 1040, which 
can reduce your taxable income.



Home 
Office 

Deduction

If you use part of your 
home exclusively for 
business, you may be 
eligible to claim the 
home office 
deduction, which can 
reduce your taxable 
income.



Quarterly 
Estimated Taxes

Since taxes are not 
withheld from your 
business income as 
a sole proprietor, 
you may need to 
make quarterly 
estimated tax 
payments to cover 
your income tax 
and self-
employment tax 
liabilities.

Use Form 1040-ES 
to calculate and pay 
these estimated 
taxes.



Additional 
Considerations

Depending on your 
business type and 
location, you may be 
subject to other taxes 
or reporting 
requirements, such as 
sales tax or local 
business taxes.

Consider consulting 
with a tax professional 
to ensure you're taking 
advantage of all 
eligible deductions and 
credits and complying 
with all tax laws and 
reporting 
requirements.



Line 4 - Other 
Gains or 
(Losses) 

•If you sold or 
exchanged assets 
used in a trade or 
business, see the 
Instructions for 
Form 4797.



Who Needs to File Form 
4797:

Taxpayers who sold or exchanged 
business property, including real 
estate used in a business.

Taxpayers who received 
business property from a 
casualty or theft.

Taxpayers who disposed of 
depreciable property used in 
their business.

Taxpayers who sold certain 
types of business property that 
cannot be depreciated.



IRS Form 4797, "Sales of 
Business Property," is used 
to report the sale, 
exchange, or involuntary 
conversion of property 
used in your trade or 
business and certain 
depreciable property. 

This form helps taxpayers 
calculate the gain or loss 
from these transactions 
and determine how the 
gain or loss is treated for 
tax purposes (e.g., as 
ordinary income or capital 
gain). 



Key 
Sections 
of Form 
4797:

Part I: Used for reporting 
the sale of property held 
for one year or less (short-
term gains or losses).

Part II: Used for reporting the sale of 
property held for more than one year 
(long-term gains or losses).

Part III: Used for calculating the 
ordinary gains and recapture amounts 
for certain types of property, such as 
depreciable real estate and equipment 
that has been depreciated.

Part IV: Used to summarize the information from 
Parts I through III and calculate the total gain or 
loss to be transferred to your income tax return.



Important Instructions:

Determine the Correct Part to Use: Depending 
on the type of property sold and how long you 
held it, you will use different parts of Form 
4797 to report the transaction.

Calculate the Basis: To determine your gain or loss, 
you'll need to know the property's basis, which is 
generally its cost adjusted for improvements, 
depreciation, and any prior-year losses.

Recapture of Depreciation: Some or all of the gain on 
depreciable property may be treated as ordinary 
income due to depreciation recapture rules, 
especially for Section 1245 and Section 1250 property.

Reporting to Other Forms: Depending on the 
transaction, you may also need to report gains 
or losses on other tax forms, such as Schedule 
D (Form 1040) for capital gains and losses.



Income Tax 
2023-2024

Business Income or 
Loss & Other Gains or 

(Losses) Example



Reporting business income for a 
sole proprietorship in the tax year 
2023 involves summarizing your 
business's revenue, expenses, and 
net profit or loss for the year. 

As a sole proprietor, your business 
income is reported on your 
personal income tax return, using 
Schedule C (Form 1040) or 
Schedule C-EZ (if eligible).



Schedule C: Profit or Loss 
from Business

Business Income: Report all income 
from your business, including sales, 
services, and any other income 
sources related to your business 
activities.

Expenses: Deduct all ordinary and 
necessary expenses incurred in 
running your business. This includes 
costs such as rent, supplies, 
advertising, utilities, and wages paid 
to employees.

Net Profit or Loss: Subtract your business 
expenses from your business income to 
calculate your net profit or loss. This figure is 
then reported on your Form 1040 and is 
subject to income tax and self-employment tax.



Self-Employment Tax

Sole proprietors must also pay self-
employment tax (Social Security and 
Medicare tax) if their net earnings 
from self-employment exceed $400. 
This is calculated using Schedule SE 
(Form 1040).

Half of your self-employment tax 
can be deducted from your gross 
income on your Form 1040, which 
can reduce your taxable income.



Home 
Office 

Deduction

If you use part of your 
home exclusively for 
business, you may be 
eligible to claim the 
home office 
deduction, which can 
reduce your taxable 
income.



Quarterly 
Estimated Taxes

Since taxes are not 
withheld from your 
business income as 
a sole proprietor, 
you may need to 
make quarterly 
estimated tax 
payments to cover 
your income tax 
and self-
employment tax 
liabilities.

Use Form 1040-ES 
to calculate and pay 
these estimated 
taxes.



Additional 
Considerations

Depending on your 
business type and 
location, you may be 
subject to other taxes 
or reporting 
requirements, such as 
sales tax or local 
business taxes.

Consider consulting 
with a tax professional 
to ensure you're taking 
advantage of all 
eligible deductions and 
credits and complying 
with all tax laws and 
reporting 
requirements.



Line 4 - Other 
Gains or 
(Losses) 

•If you sold or 
exchanged assets 
used in a trade or 
business, see the 
Instructions for 
Form 4797.



Who Needs to File Form 
4797:

Taxpayers who sold or exchanged 
business property, including real 
estate used in a business.

Taxpayers who received 
business property from a 
casualty or theft.

Taxpayers who disposed of 
depreciable property used in 
their business.

Taxpayers who sold certain 
types of business property that 
cannot be depreciated.



IRS Form 4797, "Sales of 
Business Property," is used 
to report the sale, 
exchange, or involuntary 
conversion of property 
used in your trade or 
business and certain 
depreciable property. 

This form helps taxpayers 
calculate the gain or loss 
from these transactions 
and determine how the 
gain or loss is treated for 
tax purposes (e.g., as 
ordinary income or capital 
gain). 



Key 
Sections 
of Form 
4797:

Part I: Used for reporting 
the sale of property held 
for one year or less (short-
term gains or losses).

Part II: Used for reporting the sale of 
property held for more than one year 
(long-term gains or losses).

Part III: Used for calculating the 
ordinary gains and recapture amounts 
for certain types of property, such as 
depreciable real estate and equipment 
that has been depreciated.

Part IV: Used to summarize the information from 
Parts I through III and calculate the total gain or 
loss to be transferred to your income tax return.



Important Instructions:

Determine the Correct Part to Use: Depending 
on the type of property sold and how long you 
held it, you will use different parts of Form 
4797 to report the transaction.

Calculate the Basis: To determine your gain or loss, 
you'll need to know the property's basis, which is 
generally its cost adjusted for improvements, 
depreciation, and any prior-year losses.

Recapture of Depreciation: Some or all of the gain on 
depreciable property may be treated as ordinary 
income due to depreciation recapture rules, 
especially for Section 1245 and Section 1250 property.

Reporting to Other Forms: Depending on the 
transaction, you may also need to report gains 
or losses on other tax forms, such as Schedule 
D (Form 1040) for capital gains and losses.



Income Tax 
2023-2024

Unemployment 
Compensation 





Income

- Adjustments to Income

= Adjusted Gross Income (AGI) 

- Greater of:

Standard Deduction or

Itemized Deduction

= Taxable Income

x Tax Rates (Tax Tables) 

= Tax Before Credits & Other Taxes

- + Tax Credits & Other Taxes

= Total Tax

- Tax Payments & Refundable Credits

= Tax Refund or Tax Due







Unemployment 
compensation is 
typically 
considered 
taxable income 
for federal 
income tax 
purposes.



Reporting 
to the IRS

Recipients of unemployment 
compensation should 
receive Form 1099-G, 
"Certain Government 
Payments," from the state 
unemployment agency. This 
form reports the total 
amount of compensation 
received and any federal 
income tax withheld.

Taxpayers must report this income on their 
federal tax return. For the 2020 tax year, due 
to the COVID-19 pandemic, there was a 
temporary exclusion of up to $10,200 of 
unemployment compensation per person, 
but this specific relief was unique to 2020 
and does not apply for tax year 2023 unless 
new legislation is enacted.



Withholding and 
Estimated Payments

Tax Withholding: 
Individuals can choose 
to have federal income 
tax withheld from 
their unemployment 
benefits at the time 
they apply for them. 
This can help avoid a 
large tax bill when 
filing their annual tax 
return.

Estimated Tax 
Payments: If no taxes 
are withheld, or if the 
withholding is not 
sufficient, recipients 
may need to make 
estimated tax 
payments to cover the 
expected tax liability 
on their 
unemployment 
compensation, along 
with other taxable 
income.



Special Considerations
Due to the economic impact 
of events like the COVID-19 
pandemic, there have been 
temporary changes to the 
taxation of unemployment 
benefits. For instance, the 
American Rescue Plan Act of 
2021 included a provision 
that allowed for the exclusion 
of up to $10,200 of 
unemployment 
compensation from taxable 
income for the year 2020 for 
households with adjusted 
gross income under 
$150,000.

It's crucial to stay informed 
about any temporary changes 
or relief measures related to 
the taxation of 
unemployment 
compensation, as these can 
significantly affect tax 
liabilities.



•You should receive 
a Form 1099-G 
showing in box 1 the 
total unemployment 
compensation paid 
to you in 2023. 
Report this amount 
on line 7.

Line 7 - 
Unemployment 
Compensation 



If the amount 
reported in box 1 of 
your Form(s) 1099-G 
is in-correct, report 
on line 7 only the 
actual amount of 
unemployment 
compensation paid to 
you in 2023.

Caution



If you made contributions to a governmental 
unemployment compensation program or to a 
governmental paid family leave program and you aren't 
itemizing deductions, reduce the amount you report on 
line 7 by those contributions. If you are itemizing 
deductions, see the instructions on Form 1099-G. 

If you received an overpayment of 
unemployment compensation in 2023 
and you repaid any of it in 2023, sub-
tract the amount you repaid from the 
total amount you received. Enter the 
result on line 7. 

Also enter “Repaid” and the amount you repaid on 
the dotted line next to line 7. If, in 2023, you 
repaid more than $3,000 of unemployment 
compensation that you included in gross income in 
an earlier year, see Repayments in Pub. 525 for 
details on how to report the payment.



Income Tax 
2023-2024

Unemployment 
Compensation 

Example





Unemployment 
compensation is 
typically 
considered 
taxable income 
for federal 
income tax 
purposes.



Reporting 
to the IRS

Recipients of unemployment 
compensation should 
receive Form 1099-G, 
"Certain Government 
Payments," from the state 
unemployment agency. This 
form reports the total 
amount of compensation 
received and any federal 
income tax withheld.

Taxpayers must report this income on their 
federal tax return. For the 2020 tax year, due 
to the COVID-19 pandemic, there was a 
temporary exclusion of up to $10,200 of 
unemployment compensation per person, 
but this specific relief was unique to 2020 
and does not apply for tax year 2023 unless 
new legislation is enacted.



Withholding and 
Estimated Payments

Tax Withholding: 
Individuals can choose 
to have federal income 
tax withheld from 
their unemployment 
benefits at the time 
they apply for them. 
This can help avoid a 
large tax bill when 
filing their annual tax 
return.

Estimated Tax 
Payments: If no taxes 
are withheld, or if the 
withholding is not 
sufficient, recipients 
may need to make 
estimated tax 
payments to cover the 
expected tax liability 
on their 
unemployment 
compensation, along 
with other taxable 
income.



Special Considerations
Due to the economic impact 
of events like the COVID-19 
pandemic, there have been 
temporary changes to the 
taxation of unemployment 
benefits. For instance, the 
American Rescue Plan Act of 
2021 included a provision 
that allowed for the exclusion 
of up to $10,200 of 
unemployment 
compensation from taxable 
income for the year 2020 for 
households with adjusted 
gross income under 
$150,000.

It's crucial to stay informed 
about any temporary changes 
or relief measures related to 
the taxation of 
unemployment 
compensation, as these can 
significantly affect tax 
liabilities.



•You should receive 
a Form 1099-G 
showing in box 1 the 
total unemployment 
compensation paid 
to you in 2023. 
Report this amount 
on line 7.

Line 7 - 
Unemployment 
Compensation 



If the amount 
reported in box 1 of 
your Form(s) 1099-G 
is in-correct, report 
on line 7 only the 
actual amount of 
unemployment 
compensation paid to 
you in 2023.

Caution



If you made contributions to a governmental 
unemployment compensation program or to a 
governmental paid family leave program and you aren't 
itemizing deductions, reduce the amount you report on 
line 7 by those contributions. If you are itemizing 
deductions, see the instructions on Form 1099-G. 

If you received an overpayment of 
unemployment compensation in 2023 
and you repaid any of it in 2023, sub-
tract the amount you repaid from the 
total amount you received. Enter the 
result on line 7. 

Also enter “Repaid” and the amount you repaid on 
the dotted line next to line 7. If, in 2023, you 
repaid more than $3,000 of unemployment 
compensation that you included in gross income in 
an earlier year, see Repayments in Pub. 525 for 
details on how to report the payment.



Income Tax 
2023-2024

Other Income 
Part 1





Income

- Adjustments to Income

= Adjusted Gross Income (AGI) 

- Greater of:

Standard Deduction or

Itemized Deduction

= Taxable Income

x Tax Rates (Tax Tables) 

= Tax Before Credits & Other Taxes

- + Tax Credits & Other Taxes

= Total Tax

- Tax Payments & Refundable Credits

= Tax Refund or Tax Due







Lines 8a 
Through 

8z - 
Other 

Income

Caution

Do not report on lines 8a through 
8z any income from self-
employment or fees received as a 
notary public. Instead, you must 
use Schedule C, even if you don’t 
have any business expenses. Also 
don’t report on lines 8a through 
8z any non-employee 
compensation shown on Form 
1099-MISC, 1099-NEC, or 1099-K 
(unless it isn't self-employment 
income, such as income from a 
hobby or a sporadic activity).

Instead, see the Instructions for 
Recipient included on Form 1099-
MISC, 1099-NEC, or 1099-K to 
find out where to report that 
income. For more information 
about what is being reported on 
Form 1099-K, see the Instructions 
for Payee included on that form 
and visit IRS.gov/1099K.



Line 8a - Net operating 
loss (NOL) deduction. 

• Enter any NOL deduction 
from an earlier year. Enter 
the amount in the 
preprinted parentheses (as 
a negative number). The 
amount of your deduction 
will be subtracted from the 
other amounts of in-come 
listed on lines 8b through 
8z. See Pub. 536 for details.



A Net Operating Loss (NOL) occurs when a taxpayer's allowable deductions 
exceed their taxable income in a given tax year.

Definition: 

In 2023, the Tax Cuts and Jobs Act (TCJA) eliminated the option to carry back 
NOLs for most taxpayers. Instead, individuals can generally only carry forward 
NOLs indefinitely, allowing them to offset future taxable income.

Carryback and 
Carryforward: 

The TCJA also limited the deduction for NOLs to 80% of taxable income for losses 
arising in tax years beginning after December 31, 2017.

Limitations: 

To calculate an NOL for individual income tax purposes, subtract allowable 
deductions (including business losses, casualty and theft losses, and certain 
other deductions) from total taxable income for the tax year.

Calculation: 

To carry back or carry forward an NOL, individuals typically file either Form 1045, 
Application for Tentative Refund, or Form 1040X, Amended U.S. Individual 
Income Tax Return, depending on whether they want to carry back or carry 
forward the loss.

Form 1045 or Form 
1040X: 

Some professions, such as farming and certain types of small businesses, have 
special rules regarding the treatment of NOLs. For example, farmers may have 
the option to carry back NOLs up to five years.

Special Rules for 
Certain 

Professions: 

Utilizing an NOL can result in a refund of taxes paid in previous years (if carrying 
back) or reduce taxes owed in future years (if carrying forward), thereby 
providing taxpayers with some relief during financial downturns.

Impact on Tax 
Liability: 

It's important to maintain accurate records of income, deductions, and any 
carryback or carryforward transactions involving NOLs to ensure compliance with 
IRS regulations and to support tax filings.

Documentation: 

Given the complexity of NOL rules and calculations, individuals may benefit from 
consulting with a tax professional or accountant to navigate NOL provisions and 
maximize their tax benefits effectively.

Consultation: 



Line 8b - Gambling. 

• Enter any gambling winnings. 
Gambling winnings include 
lotteries, raffles, a lump-sum 
payment from the sale of a right 
to receive future lottery 
payments, etc. For details on 
gambling losses, see the 
instructions for Schedule A, line 
16.

Tip

• Attach Form(s) W-2G to Form 
1040 or 1040-SR if any federal 
income tax was withheld



You are required to report all gambling winnings as income on your tax 
return. This includes winnings from casinos, lotteries, raffles, horse races, 
and any other games of chance.

Reporting 
Winnings: 

If you received winnings of $600 or more from a single gambling session or payout, 
the entity paying you should provide you with a Form W-2G, Certain Gambling 
Winnings. You'll use this form to report your winnings on your tax return.

Forms: 

Gambling winnings are considered taxable income and must 
be reported on your federal income tax return. They are 
taxed at ordinary income rates.

Taxable 
Income: 

You may be able to deduct gambling losses, but only up to the 
amount of your winnings. You'll need to itemize deductions on 
Schedule A of Form 1040 to claim gambling losses.

Deductions: 

It's crucial to keep accurate records of your gambling activities, including 
dates, locations, amounts won and lost, and any related expenses. This 
documentation will support your tax return in case of an audit.

Record 
Keeping: 

In addition to federal taxes, you may also owe state income 
taxes on your gambling winnings, depending on the laws of 
the state where you reside.

State Taxes: 

If you anticipate owing a significant amount in taxes on your gambling 
winnings, you may need to make estimated tax payments throughout the 
year to avoid underpayment penalties.

Estimated 
Payments: 

If gambling is your primary source of income, you may be considered a 
professional gambler. In this case, you would report your gambling income 
and expenses on Schedule C (Form 1040) as self-employment income.

Professional 
Gambling: 

If you have complex gambling income and deductions, or if you're unsure about how to 
report them accurately, it's wise to seek assistance from a tax professional or accountant 
who is familiar with gambling taxation laws.

Tax 
Assistance: 



Enter any canceled debt. 
Canceled debt may be 
shown in box 2 of Form 
1099-C. However, part or all 
of your income from 
cancellation of debt may be 
nontaxable. See Pub. 4681 
or go to IRS.gov and enter 
“canceled debt” or 
“foreclosure” in the search 
box.

Line 8c - 
Cancellation of 
debt. 



Line 8d - Foreign earned 
income exclusion and 

housing exclusion from 
Form 2555. 

Enter the amount of your foreign 
earned income and housing 
exclusion from Form 2555, line 45. 
Enter the amount in the preprinted 
parentheses (as a negative number). 

The amount from Form 2555, 
line 45, will be subtracted from 
the other amounts of income 
listed on lines 8a through 8c 
and lines 8e through 8z. 

Complete the Foreign Earned 
Income Tax Worksheet if you 
enter an amount on Form 
2555, line 45.



Foreign Earned 
Income Exclusion 

(FEIE): 

Taxpayers who meet certain requirements, such as 
residing in a foreign country for a specified period and 
having foreign earned income, may qualify to exclude a 
portion of their foreign earned income from U.S. 
taxation. This exclusion is claimed on Form 2555.

Housing 
Exclusion: 

In addition to the FEIE, taxpayers may also qualify for a 
housing exclusion or deduction to cover certain housing 
expenses incurred while living abroad. This exclusion is 
also reported on Form 2555.

Total Exclusions 
Reported: 

Line 8d requires taxpayers to sum up the amounts of 
both the foreign earned income exclusion and housing 
exclusion claimed on Form 2555. This total represents 
the portion of income and housing expenses that the 
taxpayer has excluded from their U.S. taxable income.

Documentation: 

Taxpayers claiming these exclusions should ensure they 
meet all eligibility requirements and maintain 
appropriate documentation to support their claims. The 
IRS may require documentation to verify eligibility for 
these exclusions during an audit.

Impact on Tax 
Liability: 

Claiming the foreign earned income exclusion and 
housing exclusion can significantly reduce a taxpayer's 
U.S. tax liability on income earned abroad, providing 
important tax benefits for those working and residing 
outside the United States.



Line 8e - 
Income from 
Form 8853. 

Enter the total of 
the amounts 
from Form 8853, 
lines 8, 12, and 
26. See Pub. 969.

Caution

You may have to 
pay an additional 
tax if you 
received a tax-
able distribution 
from an Arch-er 
MSA or Medicare 
Advantage MSA. 
See the 
Instructions for 
Form 8853.



Form 8853 is used to report Archer MSAs (Medical 
Savings Accounts) and long-term care insurance 

contracts. Here's a summary of lines 8, 12, and 26 
referencing Publication 969 for the tax year 2023:

Line 8: This line on Form 8853 involves reporting 
distributions from Archer MSAs. Taxpayers who 
received distributions from their Archer MSA during 
the tax year must report the total amount of these 
distributions on Line 8. Publication 969 provides 
additional guidance on Archer MSAs, including 
eligibility criteria, contribution limits, and tax 
treatment of distributions.

Line 12: Line 12 of Form 8853 pertains to the reporting of distributions 
from long-term care insurance contracts. Taxpayers who received 
distributions from their long-term care insurance contracts during the 
tax year must report the total amount of these distributions on Line 
12. Publication 969 offers further details on long-term care insurance, 
including qualifying expenses and tax treatment of distributions.

Line 26: Line 26 involves the total amount of distributions from both 
Archer MSAs and long-term care insurance contracts combined. Taxpayers 
must sum up the distributions reported on Line 8 (Archer MSAs) and Line 
12 (long-term care insurance contracts) and enter the total amount on Line 
26 of Form 8853. Publication 969 may provide additional clarification on 
how to calculate and report total distributions for tax purposes.



Line 8f - Income from 
Form 8889. 

•Enter the total of the amounts 
from Form 8889, lines 16 and 20.

Caution

•You may have to pay an 
additional tax if you received a 
tax-able distribution from a 
health savings account. See the 
Instructions for Form 8889.



Form 8889 is used to report contributions and 
distributions from Health Savings Accounts (HSAs).

Form 8889: Taxpayers who have contributed to or 
distributed funds from an HSA during the tax year must 
complete Form 8889.

Transfer Total Amounts: The instruction directs taxpayers 
to locate specific totals on Form 8889 and transfer them 
to their income tax return. This transfer typically occurs on 
the appropriate line or schedule of the tax return where 
HSA-related figures are reported.

Income Tax Reporting: The amounts transferred from 
Form 8889 to the income tax return may affect the 
taxpayer's taxable income, deductions, and ultimately, 
their income tax liability.

Accuracy Importance: It's crucial for taxpayers to 
accurately transfer the amounts from Form 8889 to their 
income tax return to ensure compliance with IRS 
regulations and to avoid potential errors or discrepancies.

Consultation: Taxpayers who are unsure about how to 
report amounts from Form 8889 on their income tax 
return should refer to the IRS instructions for both forms 
or seek assistance from a tax professional for guidance.



Enter any jury duty pay 
and see the 
instructions for line 
24a. 

Line 8h 
- Jury 
duty 
pay. 

Enter prizes and 
awards but see the 
instructions for line 
8m, Olympic and 
Paralympic medals and 
USOC prize money, 
later.

Line 8i - 
Prizes 
and 

awards. 



Taxable Income: 

Jury duty pay is generally considered taxable income at the federal level, and may 
also be subject to state and local taxes depending on jurisdiction.

Form 1099-MISC: 

If you received jury duty pay of $600 or more during the tax year, you should 
receive a Form 1099-MISC from the court or government entity that paid you. 
This form reports the total amount of jury duty income you earned.

Reporting Jury Duty Income: 

Even if you do not receive a Form 1099-MISC, you are still required to report your jury 
duty income on your tax return. You will typically report this income as "Other Income" on 
line 8 of Form 1040 or line 1 of Form 1040EZ.

Tax Withholding: 

Jury duty pay may have federal income tax withheld, depending on 
the policies of the jurisdiction that summons you. You should review 
any tax withholdings on your pay stub or payment documentation.

No Social Security or Medicare Taxes: 

Jury duty pay is exempt from Social Security and Medicare taxes (FICA taxes).

Deductions: 

You may be able to deduct certain expenses related to serving jury duty, 
such as travel expenses or unreimbursed parking fees, as miscellaneous 
deductions subject to certain limitations. However, the Tax Cuts and Jobs 
Act (TCJA) suspended miscellaneous deductions subject to the 2% of 
adjusted gross income (AGI) floor for tax years 2018 through 2025, so 
these deductions may not be applicable.



Line 8k - Stock options. 

Enter any income from the exercise of 
stock options not other-wise reported 

on Form 1040 or 1040-SR, line 1h.

Line 8j - Activity not engaged in 
for profit in-come. 

See Pub. 525. 



Losses: 
If your non-profit activities result in a loss, you generally cannot 
deduct those losses against other income on your tax return. Losses 
from hobbies are specifically disallowed as deductible expenses.

Deductions: 
While income from non-profit activities is taxable, you may be eligible to deduct 
certain expenses related to generating that income. However, deductions for hobby 
expenses are limited and subject to certain conditions outlined in the tax code.

Form 1040 Reporting: 
Non-business income is typically reported on your Form 1040, 
Schedule 1, Line 8. You will enter the total amount of non-business 
income earned during the tax year on this line.

Taxable Income: 
Non-business income is generally taxable and must be reported on your 
tax return. This income may include earnings from hobbies, investments, 
or other sources not conducted with the primary intent of making a profit.

Non-Profit Activities: 
Income earned from activities that you do not engage in for profit, 
such as hobbies or certain investments, is considered non-business 
income.



Line 8l - Income from the rental 
of personal property if you 

engaged in the rental for profit 
but were not in the business of 

renting such property. 

Also see the 
instructions for 
line 24b, later.



Line 8m - Olympic and 
Paralympic medals and 

USOC prize money. 

If your adjusted gross income is not more than 
$1,000,000 ($500,000 if married filing separately), 
these amounts are nontaxable and you should 
include the amount in box 3 of Form 1099-MISC on 
line 8m, then subtract it by including it on line 24c.

These amounts should be re-ported to you in 
box 3 of Form 1099-MISC. To see if these 
amounts are nontaxable, first figure your 
adjusted gross income, including the amount 
of your medals and prize money. 

The value of Olympic and Paralympic medals 
and the amount of United States Olympic 
Committee (USOC) prize money you receive on 
account of your participation in the Olympic or 
Paralympic Games may be nontaxable. 



Income Tax 
2023-2024

Other Income 
Part 1 Example



Lines 8a 
Through 

8z - 
Other 

Income

Caution

Do not report on lines 8a through 
8z any income from self-
employment or fees received as a 
notary public. Instead, you must 
use Schedule C, even if you don’t 
have any business expenses. Also 
don’t report on lines 8a through 
8z any non-employee 
compensation shown on Form 
1099-MISC, 1099-NEC, or 1099-K 
(unless it isn't self-employment 
income, such as income from a 
hobby or a sporadic activity).

Instead, see the Instructions for 
Recipient included on Form 1099-
MISC, 1099-NEC, or 1099-K to 
find out where to report that 
income. For more information 
about what is being reported on 
Form 1099-K, see the Instructions 
for Payee included on that form 
and visit IRS.gov/1099K.



Line 8a - Net operating 
loss (NOL) deduction. 

• Enter any NOL deduction 
from an earlier year. Enter 
the amount in the 
preprinted parentheses (as 
a negative number). The 
amount of your deduction 
will be subtracted from the 
other amounts of in-come 
listed on lines 8b through 
8z. See Pub. 536 for details.



A Net Operating Loss (NOL) occurs when a taxpayer's allowable deductions 
exceed their taxable income in a given tax year.

Definition: 

In 2023, the Tax Cuts and Jobs Act (TCJA) eliminated the option to carry back 
NOLs for most taxpayers. Instead, individuals can generally only carry forward 
NOLs indefinitely, allowing them to offset future taxable income.

Carryback and 
Carryforward: 

The TCJA also limited the deduction for NOLs to 80% of taxable income for losses 
arising in tax years beginning after December 31, 2017.

Limitations: 

To calculate an NOL for individual income tax purposes, subtract allowable 
deductions (including business losses, casualty and theft losses, and certain 
other deductions) from total taxable income for the tax year.

Calculation: 

To carry back or carry forward an NOL, individuals typically file either Form 1045, 
Application for Tentative Refund, or Form 1040X, Amended U.S. Individual 
Income Tax Return, depending on whether they want to carry back or carry 
forward the loss.

Form 1045 or Form 
1040X: 

Some professions, such as farming and certain types of small businesses, have 
special rules regarding the treatment of NOLs. For example, farmers may have 
the option to carry back NOLs up to five years.

Special Rules for 
Certain 

Professions: 

Utilizing an NOL can result in a refund of taxes paid in previous years (if carrying 
back) or reduce taxes owed in future years (if carrying forward), thereby 
providing taxpayers with some relief during financial downturns.

Impact on Tax 
Liability: 

It's important to maintain accurate records of income, deductions, and any 
carryback or carryforward transactions involving NOLs to ensure compliance with 
IRS regulations and to support tax filings.

Documentation: 

Given the complexity of NOL rules and calculations, individuals may benefit from 
consulting with a tax professional or accountant to navigate NOL provisions and 
maximize their tax benefits effectively.

Consultation: 



Line 8b - Gambling. 

• Enter any gambling winnings. 
Gambling winnings include 
lotteries, raffles, a lump-sum 
payment from the sale of a right 
to receive future lottery 
payments, etc. For details on 
gambling losses, see the 
instructions for Schedule A, line 
16.

Tip

• Attach Form(s) W-2G to Form 
1040 or 1040-SR if any federal 
income tax was withheld



You are required to report all gambling winnings as income on your tax 
return. This includes winnings from casinos, lotteries, raffles, horse races, 
and any other games of chance.

Reporting 
Winnings: 

If you received winnings of $600 or more from a single gambling session or payout, 
the entity paying you should provide you with a Form W-2G, Certain Gambling 
Winnings. You'll use this form to report your winnings on your tax return.

Forms: 

Gambling winnings are considered taxable income and must 
be reported on your federal income tax return. They are 
taxed at ordinary income rates.

Taxable 
Income: 

You may be able to deduct gambling losses, but only up to the 
amount of your winnings. You'll need to itemize deductions on 
Schedule A of Form 1040 to claim gambling losses.

Deductions: 

It's crucial to keep accurate records of your gambling activities, including 
dates, locations, amounts won and lost, and any related expenses. This 
documentation will support your tax return in case of an audit.

Record 
Keeping: 

In addition to federal taxes, you may also owe state income 
taxes on your gambling winnings, depending on the laws of 
the state where you reside.

State Taxes: 

If you anticipate owing a significant amount in taxes on your gambling 
winnings, you may need to make estimated tax payments throughout the 
year to avoid underpayment penalties.

Estimated 
Payments: 

If gambling is your primary source of income, you may be considered a 
professional gambler. In this case, you would report your gambling income 
and expenses on Schedule C (Form 1040) as self-employment income.

Professional 
Gambling: 

If you have complex gambling income and deductions, or if you're unsure about how to 
report them accurately, it's wise to seek assistance from a tax professional or accountant 
who is familiar with gambling taxation laws.

Tax 
Assistance: 



Enter any canceled debt. 
Canceled debt may be 
shown in box 2 of Form 
1099-C. However, part or all 
of your income from 
cancellation of debt may be 
nontaxable. See Pub. 4681 
or go to IRS.gov and enter 
“canceled debt” or 
“foreclosure” in the search 
box.

Line 8c - 
Cancellation of 
debt. 



Line 8d - Foreign earned 
income exclusion and 

housing exclusion from 
Form 2555. 

Enter the amount of your foreign 
earned income and housing 
exclusion from Form 2555, line 45. 
Enter the amount in the preprinted 
parentheses (as a negative number). 

The amount from Form 2555, 
line 45, will be subtracted from 
the other amounts of income 
listed on lines 8a through 8c 
and lines 8e through 8z. 

Complete the Foreign Earned 
Income Tax Worksheet if you 
enter an amount on Form 
2555, line 45.



Foreign Earned 
Income Exclusion 

(FEIE): 

Taxpayers who meet certain requirements, such as 
residing in a foreign country for a specified period and 
having foreign earned income, may qualify to exclude a 
portion of their foreign earned income from U.S. 
taxation. This exclusion is claimed on Form 2555.

Housing 
Exclusion: 

In addition to the FEIE, taxpayers may also qualify for a 
housing exclusion or deduction to cover certain housing 
expenses incurred while living abroad. This exclusion is 
also reported on Form 2555.

Total Exclusions 
Reported: 

Line 8d requires taxpayers to sum up the amounts of 
both the foreign earned income exclusion and housing 
exclusion claimed on Form 2555. This total represents 
the portion of income and housing expenses that the 
taxpayer has excluded from their U.S. taxable income.

Documentation: 

Taxpayers claiming these exclusions should ensure they 
meet all eligibility requirements and maintain 
appropriate documentation to support their claims. The 
IRS may require documentation to verify eligibility for 
these exclusions during an audit.

Impact on Tax 
Liability: 

Claiming the foreign earned income exclusion and 
housing exclusion can significantly reduce a taxpayer's 
U.S. tax liability on income earned abroad, providing 
important tax benefits for those working and residing 
outside the United States.



Line 8e - 
Income from 
Form 8853. 

Enter the total of 
the amounts 
from Form 8853, 
lines 8, 12, and 
26. See Pub. 969.

Caution

You may have to 
pay an additional 
tax if you 
received a tax-
able distribution 
from an Arch-er 
MSA or Medicare 
Advantage MSA. 
See the 
Instructions for 
Form 8853.



Form 8853 is used to report Archer MSAs (Medical 
Savings Accounts) and long-term care insurance 

contracts. Here's a summary of lines 8, 12, and 26 
referencing Publication 969 for the tax year 2023:

Line 8: This line on Form 8853 involves reporting 
distributions from Archer MSAs. Taxpayers who 
received distributions from their Archer MSA during 
the tax year must report the total amount of these 
distributions on Line 8. Publication 969 provides 
additional guidance on Archer MSAs, including 
eligibility criteria, contribution limits, and tax 
treatment of distributions.

Line 12: Line 12 of Form 8853 pertains to the reporting of distributions 
from long-term care insurance contracts. Taxpayers who received 
distributions from their long-term care insurance contracts during the 
tax year must report the total amount of these distributions on Line 
12. Publication 969 offers further details on long-term care insurance, 
including qualifying expenses and tax treatment of distributions.

Line 26: Line 26 involves the total amount of distributions from both 
Archer MSAs and long-term care insurance contracts combined. Taxpayers 
must sum up the distributions reported on Line 8 (Archer MSAs) and Line 
12 (long-term care insurance contracts) and enter the total amount on Line 
26 of Form 8853. Publication 969 may provide additional clarification on 
how to calculate and report total distributions for tax purposes.



Line 8f - Income from 
Form 8889. 

•Enter the total of the amounts 
from Form 8889, lines 16 and 20.

Caution

•You may have to pay an 
additional tax if you received a 
tax-able distribution from a 
health savings account. See the 
Instructions for Form 8889.



Form 8889 is used to report contributions and 
distributions from Health Savings Accounts (HSAs).

Form 8889: Taxpayers who have contributed to or 
distributed funds from an HSA during the tax year must 
complete Form 8889.

Transfer Total Amounts: The instruction directs taxpayers 
to locate specific totals on Form 8889 and transfer them 
to their income tax return. This transfer typically occurs on 
the appropriate line or schedule of the tax return where 
HSA-related figures are reported.

Income Tax Reporting: The amounts transferred from 
Form 8889 to the income tax return may affect the 
taxpayer's taxable income, deductions, and ultimately, 
their income tax liability.

Accuracy Importance: It's crucial for taxpayers to 
accurately transfer the amounts from Form 8889 to their 
income tax return to ensure compliance with IRS 
regulations and to avoid potential errors or discrepancies.

Consultation: Taxpayers who are unsure about how to 
report amounts from Form 8889 on their income tax 
return should refer to the IRS instructions for both forms 
or seek assistance from a tax professional for guidance.



Enter any jury duty pay 
and see the 
instructions for line 
24a. 

Line 8h 
- Jury 
duty 
pay. 

Enter prizes and 
awards but see the 
instructions for line 
8m, Olympic and 
Paralympic medals and 
USOC prize money, 
later.

Line 8i - 
Prizes 
and 

awards. 



Taxable Income: 

Jury duty pay is generally considered taxable income at the federal level, and may 
also be subject to state and local taxes depending on jurisdiction.

Form 1099-MISC: 

If you received jury duty pay of $600 or more during the tax year, you should 
receive a Form 1099-MISC from the court or government entity that paid you. 
This form reports the total amount of jury duty income you earned.

Reporting Jury Duty Income: 

Even if you do not receive a Form 1099-MISC, you are still required to report your jury 
duty income on your tax return. You will typically report this income as "Other Income" on 
line 8 of Form 1040 or line 1 of Form 1040EZ.

Tax Withholding: 

Jury duty pay may have federal income tax withheld, depending on 
the policies of the jurisdiction that summons you. You should review 
any tax withholdings on your pay stub or payment documentation.

No Social Security or Medicare Taxes: 

Jury duty pay is exempt from Social Security and Medicare taxes (FICA taxes).

Deductions: 

You may be able to deduct certain expenses related to serving jury duty, 
such as travel expenses or unreimbursed parking fees, as miscellaneous 
deductions subject to certain limitations. However, the Tax Cuts and Jobs 
Act (TCJA) suspended miscellaneous deductions subject to the 2% of 
adjusted gross income (AGI) floor for tax years 2018 through 2025, so 
these deductions may not be applicable.



Line 8k - Stock options. 

Enter any income from the exercise of 
stock options not other-wise reported 

on Form 1040 or 1040-SR, line 1h.

Line 8j - Activity not engaged in 
for profit in-come. 

See Pub. 525. 



Losses: 
If your non-profit activities result in a loss, you generally cannot 
deduct those losses against other income on your tax return. Losses 
from hobbies are specifically disallowed as deductible expenses.

Deductions: 
While income from non-profit activities is taxable, you may be eligible to deduct 
certain expenses related to generating that income. However, deductions for hobby 
expenses are limited and subject to certain conditions outlined in the tax code.

Form 1040 Reporting: 
Non-business income is typically reported on your Form 1040, 
Schedule 1, Line 8. You will enter the total amount of non-business 
income earned during the tax year on this line.

Taxable Income: 
Non-business income is generally taxable and must be reported on your 
tax return. This income may include earnings from hobbies, investments, 
or other sources not conducted with the primary intent of making a profit.

Non-Profit Activities: 
Income earned from activities that you do not engage in for profit, 
such as hobbies or certain investments, is considered non-business 
income.



Line 8l - Income from the rental 
of personal property if you 

engaged in the rental for profit 
but were not in the business of 

renting such property. 

Also see the 
instructions for 
line 24b, later.



Line 8m - Olympic and 
Paralympic medals and 

USOC prize money. 

If your adjusted gross income is not more than 
$1,000,000 ($500,000 if married filing separately), 
these amounts are nontaxable and you should 
include the amount in box 3 of Form 1099-MISC on 
line 8m, then subtract it by including it on line 24c.

These amounts should be re-ported to you in 
box 3 of Form 1099-MISC. To see if these 
amounts are nontaxable, first figure your 
adjusted gross income, including the amount 
of your medals and prize money. 

The value of Olympic and Paralympic medals 
and the amount of United States Olympic 
Committee (USOC) prize money you receive on 
account of your participation in the Olympic or 
Paralympic Games may be nontaxable. 



Income Tax 
2023-2024

Other Income 
Part 2





Income

- Adjustments to Income

= Adjusted Gross Income (AGI) 

- Greater of:

Standard Deduction or

Itemized Deduction

= Taxable Income

x Tax Rates (Tax Tables) 

= Tax Before Credits & Other Taxes

- + Tax Credits & Other Taxes

= Total Tax

- Tax Payments & Refundable Credits

= Tax Refund or Tax Due







Section 951 generally requires that a 
U.S. shareholder of a controlled 
foreign corporation include in 
income its pro rata share of the 
corporation's subpart F income and 
its amount determined under 
section 956. Enter on line 8n from 
your Forms 5471 the sum of any 
amounts reported on Schedule I, 
lines 1a through h and line 2. 
Remember to attach copies of your 
Forms 5471 to your return.

Line 8n - Section 
951(a) inclusion. 



Line 8o - Section 951A(a) 
inclusion. 

• Section 951A generally requires 
that a U.S. shareholder of a 
controlled foreign corporation 
include in income its global in-
tangible low-taxed income 
(GILTI). 

• Enter on line 8o from your Forms 
8992 the sum of any amounts 
reported on Part II, line 5. 
Remember to attach copies of 
your Forms 8992.



• Enter the amount of 
your excess business 
loss from Form 461, 
line 16.

Line 8p - 461(l) 
excess business 
loss adjustment. 



This section of the Internal Revenue Code was 
introduced as part of the Tax Cuts and Jobs Act 
(TCJA) and imposes limitations on the ability of 
non-corporate taxpayers to deduct excess 
business losses.

Section 
461(l): 

An excess business loss occurs when the total 
deductions attributable to a taxpayer's trade or 
business exceed their total gross income and 
gains attributable to those trades or businesses, 
plus a threshold amount.

Excess 
Business 
Losses: 

For the tax year 2023, the threshold amount for 
single taxpayers is $262,000 ($524,000 for 
married taxpayers filing jointly). Any losses 
exceeding this threshold are considered excess 
business losses.

Threshold 
Amount: 

Section 461(l) limits the taxpayer's ability to 
deduct excess business losses in the current tax 
year. Instead of being fully deductible, these 
losses may be subject to limitations and carried 
forward to future tax years.

Limitation 
on 

Deductions: 

Line 8p of the income tax summary likely 
involves reporting any adjustments made for 
excess business losses under Section 461(l) for 
the tax year 2023. This adjustment may impact 
the taxpayer's taxable income for the year.

Reporting 
on Line 8p: 



Taxable 
distributions 
from an ABLE 
account. 
Distributions 
from this type 
of account 
may be 
taxable if (a) 
they are more 
than the 
designated 
beneficiary's 
qualified 
disability 
expenses, 
and (b) they 
were not 
included in a 
qualified 
rollover. See 
Pub. 907 for 
more 
information. 

Line 8q 

You may have 
to pay an 
additional tax 
if you 
received a 
tax-able 
distribution 
from an ABLE 
account. See 
the 
Instructions 
for Form 
5329.

Caution



ABLE accounts are tax-advantaged savings accounts for individuals with 
disabilities that allow them to save and invest money without 
jeopardizing eligibility for certain means-tested government benefits, 
such as Medicaid and Supplemental Security Income (SSI).

ABLE 
Accounts 

Contributions to ABLE accounts are made with after-tax dollars, and 
any earnings and growth within the account are typically not subject to 
federal income tax when used for qualified disability expenses.

Tax-Free 
Growth

Generally, distributions from an ABLE account are tax-free if they are 
used for qualified disability expenses, such as education, housing, 
transportation, healthcare, assistive technology, and other approved 
expenses related to the designated beneficiary's disability.

Taxable 
Distributions

If distributions from an ABLE account are used for non-qualified 
expenses, the earnings portion of the distribution may be subject to 
federal income tax and possibly a 10% additional tax penalty.

Non-
Qualified 

Distributions

Taxable distributions from an ABLE account are reported on the 
beneficiary's federal income tax return. The earnings portion of the 
distribution is reported as taxable income on the appropriate line of the 
tax return.

Reporting 
Taxable 

Distributions

If taxable distributions are made from an ABLE account during the tax year, the 
financial institution managing the account will typically issue Form 1099-Q to 
report the total distributions made during the year. This form will indicate the 
amount of earnings distributed that may be subject to income tax.

Form 1099-Q

Some exceptions may apply to the taxation of distributions from ABLE 
accounts, such as rollovers, changes in the designated beneficiary, and 
other special circumstances. Taxpayers should refer to IRS guidance and 
consult with a tax professional for specific situations.

Exceptions



Line 8r 

Scholarship and fellowship grants not reported 
on Form W-2. Enter the amount of scholarship 
and fellowship grants not reported on Form W-
2. 

However, if you were a degree candidate, 
include on line 8r only the amounts you used 
for expenses other than tuition and course-
related expenses. 

For example, amounts used for room, board, 
and travel must be reported on line 8r.



For the tax year 2023, scholarship 
and fellowship grants are subject 
to specific income tax reporting 
requirements. 

Generally, these amounts are tax-
free if you are a candidate for a 
degree at an eligible educational 
institution and the funds are used 
for qualified educational 
expenses, such as tuition, fees, 
books, supplies, and equipment 
required for your courses. 

However, amounts used for 
incidental expenses like room and 
board, travel, and optional 
equipment must be included in 
gross income​​.

The IRS Publication 970 provides 
detailed guidance on the tax 
treatment of educational 
assistance, including scholarships, 
fellowship grants, grants, and 
tuition reductions. 

For example, certain non-tuition 
fellowship and stipend payments 
not reported on Form W-2 are 
treated as taxable compensation 
for IRA purposes. 

This publication also explains that 
emergency financial aid grants 
under acts like the CARES Act, the 
Coronavirus Response and Relief 
Supplemental Appropriations Act, 
2021, and the American Rescue 
Plan Act of 2021 are not included 
in your gross income​



Line 8t - Pension or annuity from a 
nonqualified deferred 

compensation plan or a 
nongovernmental section 457 plan. 

Enter the amount 
that you received 
as a pension or 
annuity from a 
nonqualified 
deferred 
compensation 
plan or a 
nongovernmental 
457 plan. 

This may be 
shown in box 11 
of Form W-2. If 
you received 
such an amount 
but box 11 is 
blank, contact 
your employer or 
the payer for the 
amount received.



Nonqualified Deferred 
Compensation Plans 

(NQDCs): 
These are contractual agreements between an employer and an 
employee where part of the employee's income is paid out at a later 
date from when it was earned. Income is thus 'deferred' and is usually 
designed as a form of long-term compensation or retirement plan. 

This kind of plan does not have to comply with the Employee 
Retirement Income Security Act (ERISA) guidelines that apply to 
qualified plans like 401(k)s, so they offer greater flexibility but also 
come with higher risk, as deferred compensation is typically 
unsecured. 

This means that if the company faces financial trouble, employees may 
not be able to claim their deferred compensation. 

You might have this kind of income if you're an executive or other high-
earning employee who has elected to defer part of your compensation 
to a future date, often to manage tax liabilities or plan for retirement​​​​.

Nongovernmental 
Section 457 Plans: 

Similar to NQDCs, these are plans that allow employees 
of nonprofit organizations and some governmental 
entities to defer income taxation on retirement savings. 

The funds are contributed to the plan pre-tax and can 
grow tax-deferred until withdrawal. These are often used 
by employees of tax-exempt organizations to augment 
their retirement savings. 

One key feature is that these plans are required to 
remain unfunded, meaning the assets are not set aside 
exclusively for beneficiaries but remain part of the 
employer's general assets and could be subject to 
creditors' claims if the employer becomes insolvent​​.

These income types are generally subject 
to tax when the compensation is received 
or made available to the participant, 
rather than when it is first deferred. They 
offer ways for individuals, especially those 
in higher income brackets, to manage their 
current and future income and tax 
situations more strategically. 



Line 
8u 

• Wages earned 
while 
incarcerated. En-
ter the amount 
that you 
received for 
services 
performed while 
an inmate in a 
penal institution. 
You may receive 
Form(s) W-2 or 
Form(s) 1099.



Line 8z - Other income. - Use line 8z to report any taxable income not reported elsewhere on your return or other 
schedules. List the type and amount of income. If necessary, include a statement showing the required information. For 

more details, see Miscellaneous Income in Pub. 525. Examples of income to report on line 8z include the following. 

Reimbursements or other amounts received for items deducted in an earlier year, such as 
medical expenses, real estate taxes, general sales taxes, or home mortgage interest. See 
Recoveries in Pub. 525 for details on how to figure the amount to report. 

Reemployment trade adjustment assistance (RTAA) payments. These payments 
should be shown in box 5 of Form 1099-G. 

Loss on certain corrective distributions of excess deferrals. See Retirement Plan 
Contributions in Pub. 525. 

Dividends on insurance policies if they exceed the total of all net premiums you 
paid for the contract. 

Recapture of a charitable contribution deduction relating to the contribution of a fractional interest in 
tangible personal property. See Fractional Interest in Tangible Personal Property in Pub. 526. Interest and 
an additional 10% tax apply to the amount of the recapture. See the instructions for Schedule 2, line 17g. 

Recapture of a charitable contribution deduction if the charitable organization 
disposes of the donated property within 3 years of the contribution. See 
Recapture if no exempt use in Pub. 526. 

Taxable part of disaster relief payments. See Pub. 525 to figure the taxable part, if 
any. If any of your disaster relief payment is taxable, attach a statement showing 
the total payment received and how you figured the taxable part. 

Taxable distributions from a Coverdell education savings account (ESA) or a qualified tuition program (QTP). Distributions from these accounts may be taxable if (a) in the case of 
distributions from a QTP, they are more than the qualified higher education expenses of the designated beneficiary in 2023 or, in the case of distributions from an ESA, they are more than 
the qualified education expenses of the designated beneficiary in 2023; and (b) they were not included in a qualified rollover. Nontaxable distributions from these accounts don’t have to be 
reported on Form 1040 or 1040-SR. This includes rollovers and qualified higher education expenses re-funded to a student from a QTP that were recontributed to a QTP with the same 
designated beneficiary generally within 60 days after the date of refund. See Pub. 970. 



Child support. 

Payments you received to help you pay your 
mortgage loan under the HFA Hardest Hit Fund or 
the Homeowner Assistance Fund. 

Any Pay-for-Performance Success Payments that 
reduce the principal balance of your home mortgage 
under the Home Affordable Modification Program. 

Life insurance proceeds received because of 
someone's death (other than from certain employer-
owned life insurance contracts). 

Gifts and bequests. You may 
have to report information on 
your gifts or be-quests on Form 
3520, Part IV, if you received: 

Nontaxable income. Don’t report any nontaxable income 
on line 8z. Examples of nontaxable income include the 

following. 

A gift or bequest from a foreign individual or foreign estate (including foreign persons related to that foreign 
individual or foreign estate) totaling more than $100,000; or 1.

Amounts totaling more than $18,567 from a foreign corporation or foreign partnership (including foreign 
persons related to such foreign corpora-tions or foreign partnerships) that you treated as gifts. 2.



Form 1099-K 
loss reporting. 

If you sold a personal 
item at a loss, either 
re-port the loss on 
Form 8949 or report 
it on line 8z. If you 
report the loss on line 
8z, enter the amount 
of the sale proceeds 
from Form 1099-K on 
line 8z. In the entry 
space next to line 8z 
write “Form 1099-K 
Personal Item Sold at 
a Loss” and also enter 
the amount of the 
sale proceeds. 

For example, you 
bought a couch for 
$1,000 and sold it 
through a third-party 
vendor for $700, 
which was reported 
on your Form 1099-K. 
In the entry space 
next to line 8z you 
would write “Form 
1099-K Personal Item 
Sold at a Loss - $700.” 
See the instructions 
for line 24z.



Incorrect 
Form 
1099-K. 

If you received a Form 1099-K that 
shows payments you didn’t receive or is 
otherwise incorrect and you can’t get it 
corrected, enter the amount from Form 
1099-K that was incorrectly reported to 
you on line 8z. 

In the entry space next to line 8z write 
“Incorrect Form 1099-K” and also enter 
the amount that was incorrectly re-
ported to you. 

For example, if you received a Form 
1099-K that incorrectly showed $800 of 
payments to you, you would enter $800 
on line 8z and in the entry space next 
to line 8z you would write “Incorrect 
Form 1099-K - $800.” See the 
instructions for line 24z.



Income Tax 
2023-2024

Other Income 
Part 2 Example



Section 951 generally requires that a 
U.S. shareholder of a controlled 
foreign corporation include in 
income its pro rata share of the 
corporation's subpart F income and 
its amount determined under 
section 956. Enter on line 8n from 
your Forms 5471 the sum of any 
amounts reported on Schedule I, 
lines 1a through h and line 2. 
Remember to attach copies of your 
Forms 5471 to your return.

Line 8n - Section 
951(a) inclusion. 



Line 8o - Section 951A(a) 
inclusion. 

• Section 951A generally requires 
that a U.S. shareholder of a 
controlled foreign corporation 
include in income its global in-
tangible low-taxed income 
(GILTI). 

• Enter on line 8o from your Forms 
8992 the sum of any amounts 
reported on Part II, line 5. 
Remember to attach copies of 
your Forms 8992.



• Enter the amount of 
your excess business 
loss from Form 461, 
line 16.

Line 8p - 461(l) 
excess business 
loss adjustment. 



This section of the Internal Revenue Code was 
introduced as part of the Tax Cuts and Jobs Act 
(TCJA) and imposes limitations on the ability of 
non-corporate taxpayers to deduct excess 
business losses.

Section 
461(l): 

An excess business loss occurs when the total 
deductions attributable to a taxpayer's trade or 
business exceed their total gross income and 
gains attributable to those trades or businesses, 
plus a threshold amount.

Excess 
Business 
Losses: 

For the tax year 2023, the threshold amount for 
single taxpayers is $262,000 ($524,000 for 
married taxpayers filing jointly). Any losses 
exceeding this threshold are considered excess 
business losses.

Threshold 
Amount: 

Section 461(l) limits the taxpayer's ability to 
deduct excess business losses in the current tax 
year. Instead of being fully deductible, these 
losses may be subject to limitations and carried 
forward to future tax years.

Limitation 
on 

Deductions: 

Line 8p of the income tax summary likely 
involves reporting any adjustments made for 
excess business losses under Section 461(l) for 
the tax year 2023. This adjustment may impact 
the taxpayer's taxable income for the year.

Reporting 
on Line 8p: 



Taxable 
distributions 
from an ABLE 
account. 
Distributions 
from this type 
of account 
may be 
taxable if (a) 
they are more 
than the 
designated 
beneficiary's 
qualified 
disability 
expenses, 
and (b) they 
were not 
included in a 
qualified 
rollover. See 
Pub. 907 for 
more 
information. 

Line 8q 

You may have 
to pay an 
additional tax 
if you 
received a 
tax-able 
distribution 
from an ABLE 
account. See 
the 
Instructions 
for Form 
5329.

Caution



ABLE accounts are tax-advantaged savings accounts for individuals with 
disabilities that allow them to save and invest money without 
jeopardizing eligibility for certain means-tested government benefits, 
such as Medicaid and Supplemental Security Income (SSI).

ABLE 
Accounts 

Contributions to ABLE accounts are made with after-tax dollars, and 
any earnings and growth within the account are typically not subject to 
federal income tax when used for qualified disability expenses.

Tax-Free 
Growth

Generally, distributions from an ABLE account are tax-free if they are 
used for qualified disability expenses, such as education, housing, 
transportation, healthcare, assistive technology, and other approved 
expenses related to the designated beneficiary's disability.

Taxable 
Distributions

If distributions from an ABLE account are used for non-qualified 
expenses, the earnings portion of the distribution may be subject to 
federal income tax and possibly a 10% additional tax penalty.

Non-
Qualified 

Distributions

Taxable distributions from an ABLE account are reported on the 
beneficiary's federal income tax return. The earnings portion of the 
distribution is reported as taxable income on the appropriate line of the 
tax return.

Reporting 
Taxable 

Distributions

If taxable distributions are made from an ABLE account during the tax year, the 
financial institution managing the account will typically issue Form 1099-Q to 
report the total distributions made during the year. This form will indicate the 
amount of earnings distributed that may be subject to income tax.

Form 1099-Q

Some exceptions may apply to the taxation of distributions from ABLE 
accounts, such as rollovers, changes in the designated beneficiary, and 
other special circumstances. Taxpayers should refer to IRS guidance and 
consult with a tax professional for specific situations.

Exceptions



Line 8r 

Scholarship and fellowship grants not reported 
on Form W-2. Enter the amount of scholarship 
and fellowship grants not reported on Form W-
2. 

However, if you were a degree candidate, 
include on line 8r only the amounts you used 
for expenses other than tuition and course-
related expenses. 

For example, amounts used for room, board, 
and travel must be reported on line 8r.



For the tax year 2023, scholarship 
and fellowship grants are subject 
to specific income tax reporting 
requirements. 

Generally, these amounts are tax-
free if you are a candidate for a 
degree at an eligible educational 
institution and the funds are used 
for qualified educational 
expenses, such as tuition, fees, 
books, supplies, and equipment 
required for your courses. 

However, amounts used for 
incidental expenses like room and 
board, travel, and optional 
equipment must be included in 
gross income​​.

The IRS Publication 970 provides 
detailed guidance on the tax 
treatment of educational 
assistance, including scholarships, 
fellowship grants, grants, and 
tuition reductions. 

For example, certain non-tuition 
fellowship and stipend payments 
not reported on Form W-2 are 
treated as taxable compensation 
for IRA purposes. 

This publication also explains that 
emergency financial aid grants 
under acts like the CARES Act, the 
Coronavirus Response and Relief 
Supplemental Appropriations Act, 
2021, and the American Rescue 
Plan Act of 2021 are not included 
in your gross income​



Line 8t - Pension or annuity from a 
nonqualified deferred 

compensation plan or a 
nongovernmental section 457 plan. 

Enter the amount 
that you received 
as a pension or 
annuity from a 
nonqualified 
deferred 
compensation 
plan or a 
nongovernmental 
457 plan. 

This may be 
shown in box 11 
of Form W-2. If 
you received 
such an amount 
but box 11 is 
blank, contact 
your employer or 
the payer for the 
amount received.



Nonqualified Deferred 
Compensation Plans 

(NQDCs): 
These are contractual agreements between an employer and an 
employee where part of the employee's income is paid out at a later 
date from when it was earned. Income is thus 'deferred' and is usually 
designed as a form of long-term compensation or retirement plan. 

This kind of plan does not have to comply with the Employee 
Retirement Income Security Act (ERISA) guidelines that apply to 
qualified plans like 401(k)s, so they offer greater flexibility but also 
come with higher risk, as deferred compensation is typically 
unsecured. 

This means that if the company faces financial trouble, employees may 
not be able to claim their deferred compensation. 

You might have this kind of income if you're an executive or other high-
earning employee who has elected to defer part of your compensation 
to a future date, often to manage tax liabilities or plan for retirement​​​​.

Nongovernmental 
Section 457 Plans: 

Similar to NQDCs, these are plans that allow employees 
of nonprofit organizations and some governmental 
entities to defer income taxation on retirement savings. 

The funds are contributed to the plan pre-tax and can 
grow tax-deferred until withdrawal. These are often used 
by employees of tax-exempt organizations to augment 
their retirement savings. 

One key feature is that these plans are required to 
remain unfunded, meaning the assets are not set aside 
exclusively for beneficiaries but remain part of the 
employer's general assets and could be subject to 
creditors' claims if the employer becomes insolvent​​.

These income types are generally subject 
to tax when the compensation is received 
or made available to the participant, 
rather than when it is first deferred. They 
offer ways for individuals, especially those 
in higher income brackets, to manage their 
current and future income and tax 
situations more strategically. 



Line 
8u 

• Wages earned 
while 
incarcerated. En-
ter the amount 
that you 
received for 
services 
performed while 
an inmate in a 
penal institution. 
You may receive 
Form(s) W-2 or 
Form(s) 1099.



Line 8z - Other income. - Use line 8z to report any taxable income not reported elsewhere on your return or other 
schedules. List the type and amount of income. If necessary, include a statement showing the required information. For 

more details, see Miscellaneous Income in Pub. 525. Examples of income to report on line 8z include the following. 

Reimbursements or other amounts received for items deducted in an earlier year, such as 
medical expenses, real estate taxes, general sales taxes, or home mortgage interest. See 
Recoveries in Pub. 525 for details on how to figure the amount to report. 

Reemployment trade adjustment assistance (RTAA) payments. These payments 
should be shown in box 5 of Form 1099-G. 

Loss on certain corrective distributions of excess deferrals. See Retirement Plan 
Contributions in Pub. 525. 

Dividends on insurance policies if they exceed the total of all net premiums you 
paid for the contract. 

Recapture of a charitable contribution deduction relating to the contribution of a fractional interest in 
tangible personal property. See Fractional Interest in Tangible Personal Property in Pub. 526. Interest and 
an additional 10% tax apply to the amount of the recapture. See the instructions for Schedule 2, line 17g. 

Recapture of a charitable contribution deduction if the charitable organization 
disposes of the donated property within 3 years of the contribution. See 
Recapture if no exempt use in Pub. 526. 

Taxable part of disaster relief payments. See Pub. 525 to figure the taxable part, if 
any. If any of your disaster relief payment is taxable, attach a statement showing 
the total payment received and how you figured the taxable part. 

Taxable distributions from a Coverdell education savings account (ESA) or a qualified tuition program (QTP). Distributions from these accounts may be taxable if (a) in the case of 
distributions from a QTP, they are more than the qualified higher education expenses of the designated beneficiary in 2023 or, in the case of distributions from an ESA, they are more than 
the qualified education expenses of the designated beneficiary in 2023; and (b) they were not included in a qualified rollover. Nontaxable distributions from these accounts don’t have to be 
reported on Form 1040 or 1040-SR. This includes rollovers and qualified higher education expenses re-funded to a student from a QTP that were recontributed to a QTP with the same 
designated beneficiary generally within 60 days after the date of refund. See Pub. 970. 



Child support. 

Payments you received to help you pay your 
mortgage loan under the HFA Hardest Hit Fund or 
the Homeowner Assistance Fund. 

Any Pay-for-Performance Success Payments that 
reduce the principal balance of your home mortgage 
under the Home Affordable Modification Program. 

Life insurance proceeds received because of 
someone's death (other than from certain employer-
owned life insurance contracts). 

Gifts and bequests. You may 
have to report information on 
your gifts or be-quests on Form 
3520, Part IV, if you received: 

Nontaxable income. Don’t report any nontaxable income 
on line 8z. Examples of nontaxable income include the 

following. 

A gift or bequest from a foreign individual or foreign estate (including foreign persons related to that foreign 
individual or foreign estate) totaling more than $100,000; or 1.

Amounts totaling more than $18,567 from a foreign corporation or foreign partnership (including foreign 
persons related to such foreign corpora-tions or foreign partnerships) that you treated as gifts. 2.



Form 1099-K 
loss reporting. 

If you sold a personal 
item at a loss, either 
re-port the loss on 
Form 8949 or report 
it on line 8z. If you 
report the loss on line 
8z, enter the amount 
of the sale proceeds 
from Form 1099-K on 
line 8z. In the entry 
space next to line 8z 
write “Form 1099-K 
Personal Item Sold at 
a Loss” and also enter 
the amount of the 
sale proceeds. 

For example, you 
bought a couch for 
$1,000 and sold it 
through a third-party 
vendor for $700, 
which was reported 
on your Form 1099-K. 
In the entry space 
next to line 8z you 
would write “Form 
1099-K Personal Item 
Sold at a Loss - $700.” 
See the instructions 
for line 24z.



Incorrect 
Form 
1099-K. 

If you received a Form 1099-K that 
shows payments you didn’t receive or is 
otherwise incorrect and you can’t get it 
corrected, enter the amount from Form 
1099-K that was incorrectly reported to 
you on line 8z. 

In the entry space next to line 8z write 
“Incorrect Form 1099-K” and also enter 
the amount that was incorrectly re-
ported to you. 

For example, if you received a Form 
1099-K that incorrectly showed $800 of 
payments to you, you would enter $800 
on line 8z and in the entry space next 
to line 8z you would write “Incorrect 
Form 1099-K - $800.” See the 
instructions for line 24z.



Income Tax 
2023-2024

Capital Gain 
or (Loss)





Income

- Adjustments to Income

= Adjusted Gross Income (AGI) 

- Greater of:

Standard Deduction or

Itemized Deduction

= Taxable Income

x Tax Rates (Tax Tables) 

= Tax Before Credits & Other Taxes

- + Tax Credits & Other Taxes

= Total Tax

- Tax Payments & Refundable Credits

= Tax Refund or Tax Due











Short-Term vs. Long-Term Capital Gains: 

Capital gains are categorized based on the duration the asset was held before sale. 
Assets sold within a year of purchase are considered short-term and are taxed at 
ordinary income tax rates. Assets held for more than a year are subject to long-term 
capital gains tax rates, which are typically lower.

Tax Rates:

For 2023, long-term capital gains tax rates can be 0%, 15%, or 20%, depending on your 
taxable income and filing status. Short-term capital gains are taxed at your regular 
income tax rate.

Reporting Requirements: 

Capital gains and losses are reported on Schedule D (Form 1040) and the Form 8949, 
"Sales and Other Dispositions of Capital Assets." Form 8949 is used to list all capital gain 
and loss transactions, while Schedule D summarizes the total gains and losses.

Capital Loss Deduction: 

If your capital losses exceed your capital gains, you can use the loss to offset up to 
$3,000 ($1,500 if married filing separately) of other income. If your total net capital loss 
is more than the limit you can deduct, you can carry over the unused part to the next 
year and treat it as if you incurred it in that next year.

Exclusions and Exemptions: 

Certain exclusions may apply, such as the exclusion of gain from the sale of your primary 
residence (up to $250,000 for single filers and $500,000 for married couples filing 
jointly), provided specific conditions are met.

1099 Forms:

Financial institutions will issue Form 1099-B or a similar statement to taxpayers who 
have sold assets during the year, detailing the sales price and cost basis of the sold 
assets, which is necessary for completing Form 8949 and Schedule D.



Capital Gain 
or (Loss) 

If you sold a 
capital asset, 
such as a stock 
or bond, you 
must complete 
and attach Form 
8949 and 
Schedule D.



Exception 1. You don’t have to file 
Form 8949 or Schedule D if you 

aren’t deferring any capital gain by 
investing in a qualified opportunity 

fund and both of the following apply. 

You have no capital losses, and 
your only capital gains are capital 
gain distributions from Form(s) 
1099-DIV, box 2a (or substitute 
statements); and 

None of the Form(s) 1099-DIV (or 
substitute statements) have an 
amount in box 2b (unrecaptured 
section 1250 gain), box 2c (section 
1202 gain), or box 2d (collectibles 
(28%) gain). 



Exception 2. You must file Schedule D but generally don’t have to file Form 8949 if Exception 1 doesn't 
apply, you aren’t deferring any capital gain by in-vesting in a qualified opportunity fund or terminating 
deferral from an investment in a qualified opportunity fund, and your only capital gains and losses are:

Capital gain distributions; 

A capital loss carryover from 2022; 

A gain from Form 2439 or 6252 or Part I of Form 4797; 

A gain or loss from Form 4684, 6781, or 8824; 

A gain or loss from a partnership, S corporation, estate, or 
trust; or 

Gains and losses from transactions for which you received a Form 1099-B (or substitute statement) 
that shows basis was reported to the IRS, the QOF box in box 3 isn’t checked, and you don’t need to 
make any adjustments in column (g) of Form 8949 or enter any codes in column (f) of Form 8949. 



If Exception 1 applies, enter your total 
capital gain distributions (from box 2a 
of Form(s) 1099-DIV) on line 7 and 
check the box on that line. 

If you received capital gain distributions 
as a nominee (that is, they were paid to 
you but actually belong to someone 
else), re-port on line 7 only the amount 
that be-longs to you. 

Include a statement showing the full 
amount you received and the amount 
you received as a nominee. See the 
Schedule B instructions for filing 
requirements for Forms 1099-DIV and 
1096.



Income Tax 
2023-2024

Capital Gain or 
(Loss) Example





Short-Term vs. Long-Term Capital Gains: 

Capital gains are categorized based on the duration the asset was held before sale. 
Assets sold within a year of purchase are considered short-term and are taxed at 
ordinary income tax rates. Assets held for more than a year are subject to long-term 
capital gains tax rates, which are typically lower.

Tax Rates:

For 2023, long-term capital gains tax rates can be 0%, 15%, or 20%, depending on your 
taxable income and filing status. Short-term capital gains are taxed at your regular 
income tax rate.

Reporting Requirements: 

Capital gains and losses are reported on Schedule D (Form 1040) and the Form 8949, 
"Sales and Other Dispositions of Capital Assets." Form 8949 is used to list all capital gain 
and loss transactions, while Schedule D summarizes the total gains and losses.

Capital Loss Deduction: 

If your capital losses exceed your capital gains, you can use the loss to offset up to 
$3,000 ($1,500 if married filing separately) of other income. If your total net capital loss 
is more than the limit you can deduct, you can carry over the unused part to the next 
year and treat it as if you incurred it in that next year.

Exclusions and Exemptions: 

Certain exclusions may apply, such as the exclusion of gain from the sale of your primary 
residence (up to $250,000 for single filers and $500,000 for married couples filing 
jointly), provided specific conditions are met.

1099 Forms:

Financial institutions will issue Form 1099-B or a similar statement to taxpayers who 
have sold assets during the year, detailing the sales price and cost basis of the sold 
assets, which is necessary for completing Form 8949 and Schedule D.



Capital Gain 
or (Loss) 

If you sold a 
capital asset, 
such as a stock 
or bond, you 
must complete 
and attach Form 
8949 and 
Schedule D.



Exception 1. You don’t have to file 
Form 8949 or Schedule D if you 

aren’t deferring any capital gain by 
investing in a qualified opportunity 

fund and both of the following apply. 

You have no capital losses, and 
your only capital gains are capital 
gain distributions from Form(s) 
1099-DIV, box 2a (or substitute 
statements); and 

None of the Form(s) 1099-DIV (or 
substitute statements) have an 
amount in box 2b (unrecaptured 
section 1250 gain), box 2c (section 
1202 gain), or box 2d (collectibles 
(28%) gain). 



Exception 2. You must file Schedule D but generally don’t have to file Form 8949 if Exception 1 doesn't 
apply, you aren’t deferring any capital gain by in-vesting in a qualified opportunity fund or terminating 
deferral from an investment in a qualified opportunity fund, and your only capital gains and losses are:

Capital gain distributions; 

A capital loss carryover from 2022; 

A gain from Form 2439 or 6252 or Part I of Form 4797; 

A gain or loss from Form 4684, 6781, or 8824; 

A gain or loss from a partnership, S corporation, estate, or 
trust; or 

Gains and losses from transactions for which you received a Form 1099-B (or substitute statement) 
that shows basis was reported to the IRS, the QOF box in box 3 isn’t checked, and you don’t need to 
make any adjustments in column (g) of Form 8949 or enter any codes in column (f) of Form 8949. 



If Exception 1 applies, enter your total 
capital gain distributions (from box 2a 
of Form(s) 1099-DIV) on line 7 and 
check the box on that line. 

If you received capital gain distributions 
as a nominee (that is, they were paid to 
you but actually belong to someone 
else), re-port on line 7 only the amount 
that be-longs to you. 

Include a statement showing the full 
amount you received and the amount 
you received as a nominee. See the 
Schedule B instructions for filing 
requirements for Forms 1099-DIV and 
1096.
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