Lesson 13 - Capital Gains or Losses Part I
Time: 40 minutes
8/17/2015
IMMERSION TRAINING Series II

	Content
	Needs
	Wingman
	Notes

	I Preparation – see Preparation Guide
	
	
	

	II Objectives
	
	
	

	1. Entry of basic capital transactions
	
	
	

	a. Brokerage statement
	
	
	

	b. Loss carryover from prior year
	
	
	

	III Instruction on Capital gains and losses
	
	Assign Ser II Training 3
	[bookmark: _GoBack]Note: this is a good time to emphasize that net long-term capital gains get very advantageous tax treatment

	1. Instruct class to start new Kerry return 088-XX-xxxx
	TWO
	Start new Kerry 088-XX-xxxx
	

	2. Class to locate Cap Gn Wkt and open it
	TWO
	Project Cap Gn Wkt; class is to shadow
	All capital gain/loss transactions are entered on the Cap Gn Wkt!

	a. Discuss w/ class each column of the Wkt, what each means & what type of data is entered
	TWO
	Highlight columns per instructor
	

	1) Note Date Acquired pull-down options
	
	
	Various and Inherit

	2) Note Date Sold pull-down option
	
	
	Worthless – must be totally worthless
If worth 1¢ still has value

	b. Direct class to 4012 as a resource 
	4012
	
	Page D-15 - D-17

	c. Note that 1099 code and S/L need to match
	
	
	Will get diagnostic if they don’t 

	3. Instruct class on types of assets that are in scope & are usually seen
	
	
	Stocks, Mutual funds, some bonds
Sale of residence (covered in later lesson)
All else is out of scope

	a. Discuss what a capital asset is and what it is not
	
	
	Asset cannot have been used in a business

	b. Personal assets (vacation home, jewelry)
	
	
	Capital assets for gains; losses are not deductible

	4. What are the usual forms that TP will present to us with information about Capital gain/loss?
	
	
	

	a. Brokerage / mutual fund statement
	
	
	Note same info presented in different style 

	b. Form 1099-B
	
	
	

	5. Caution that brokers stmts are often re-issued – use the latest
	NTTC Wkbk
	Review Kerry’s Portfolio Investments brokerage stmt
	Note that some info on forms is not entered into TWO

	6. Discuss w/ class what other data is found on consolidated forms that MUST be entered elsewhere 
	TWO
	
	

	a. Interest
	
	Follow instructor’s directions
	Same as covered in lesson 5

	b. Dividends
	
	
	Same as covered in lesson 5

	c. Foreign tax credit
	
	
	Same as covered in lesson 5

	d. Investment expenses
	
	
	Examples:  broker’s management fee

	e. Investment interest – out of scope if itemizing
	
	
	Also called margin interest

	5. Class to shadow entry of first transaction on Portfolio Investments consolidated statement 
	TWO
NTTC Wkbk
	Enter sale of Rust Corp shares (page 115 of wkbk)
	

	6. Capital loss carryover – class discussion – what is the max deduction per year?
	
	
	No limit on number of years; can keep until used up

	a. Clear indication is a $3,000 loss on the prior year’s return 1040 line 13
	
	
	$1,500 if MFS

	b. Need to check the amount of loss really used
	
	
	First, look to see whether line 41 (before exemptions) is positive

	c. TW prints Wkt 2 that calculates the loss carryover available to the next year
	
	
	Most professional preparers will put a carryover sheet with the taxpayers’ return

	d. Note there can be a short term and/or a long term loss carryover
	
	
	

	e. Surviving spouse loss carryover
	
	
	Losses are personal

	1) In separate property state, each spouse’s losses belong to that spouse
	
	
	

	2) In community property states, loss carryovers from dispositions of community property belong ½ to each spouse
	
	
	Surviving spouse keeps ½ of community loss carryover in year after year of death of 1st spouse

	f. Highlight the lines on Sch D where entered
	TWO – sch D
	Project per instructor
	Lines 6 and 14

	g. Class to enter Kerry’s loss carryover from the workbook
	NTTC Wkbk
	Enter and project per instructor
	 

	7. If using TW carryforward data, TW brings federal loss over – may need to add state loss carryover, if any
	
	
	Note if state has different categories of losses or rules regarding carryovers

	IV State Return
	
	
	

	1. Instruct class to shadow as the State return is opened to illustrate transfer of data
	
	Project State forms per instructor
	Clarify if there are state issues with carryovers

	2. Is a federal-state difference, if any, proper?
	
	
	

	V Practice Exercise
	
	Still in Kerry 088-XX-xxxx
	
	

	1. Class to continue with Kerry return 088-XX-xxxx
	TWO
	
	

	2. Instruct class to finish ALL entries from Portfolio Investments consolidated statement
	TWO
NTTC Wkbk
	Enter data per instructor's direction
	Emphasize accuracy of dates
Emphasize enter all information in the applicable part of the return – might miss something if enter only some info

	3. Class to review own work to see if accurately completed
	
	Project filled in Cap Gn Wkt for class to compare
	Verify input by checking S/L column, total proceeds and gain / loss amount

	4. Is there a state loss carryover that needs to be input?
	
	
	

	VI Summarize Lesson:
	
	
	

	1. Enter each transaction one-by-one
	
	
	

	2. TW does all the calculations - input must be accurate
	
	
	

	3. Generally, will use cap gn wkt 
	
	
	Will learn about alternate entry ways in Part II

	4. If basis or acquired date is not shown on the 1099-B (or substitute), TP is responsible to provide
	
	
	Counselor may not provide the basis

	VII Evaluation
	
	
	Observations by instructor & mentors
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