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Introduction

Low Income Home Energy Assistance Program (LIHEAP) is an income-tested
assistance program which requires verification of an applicant household’s income. For
some income types the Federal Tax Return form may be used to verify and calculate
income.

The purpose of this training is to provide guidance to lowa LIHEAP workers on the
Federal Tax Return form, the 1040, and its related schedules.

There is more content in this training guide than what will be discussed during the
training session. The additional content is for workers to reference back at the office.

Resources can be found at:
https://changewithin.net/worker-resources/self-employment-resources

NOTE: Policy and process can and DOES change. Workers must
ALWAYS reference the LIHEAP Operations Manual for current policy.
If there are policy questions, they should be directed to the correct
state contacts. Policy ALWAYS takes precedence over a training guide.

4 08/27/19 - Final
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\X’ho Must File a Federal Tax Return? (Pub 501)

The information provided in this section is found in IRS Publication 501. The IRS
website has an excellent interactive tool to determine if an individual is required to file a
tax return. Itis at:

https://www.irs.gov/uac/Interactive-Tax-Assistant-%28ITA%29-1

The following are some basic guidelines for when a person must file a return:

2018 Income Mandates for Filing a Federal Tax Return

Depending on the filing status of the individual, there are different income thresholds for
filing a 2018 return (filed in 2019). The chart below is for most individuals (non-
dependents). Gross income includes both earned and unearned income.

Filing Status Age Gross Income is | Minimum NET Self-
9 9 at least: Employment Earnings
Sinale Under 65 $12,000 $400 *Information
g 65 orolder | $13,600 $400 | on self-
Under 65 $18,000 $400 | employment
AEEbIEREREE el 65 or older $19,600 $400 | earnings
Under 65 (both threshold
spouses) $24,000 $400 found at the
. . : 65 or older IRS.gov
Married Filing Jointly (one spouse) $25,300 $400 | ebsite page
65 or older “Self-
(both spouses) $26,000 $400 Employed
Married Filing Separately | Any age $5 *significant change | $400 | Individuals
Quialifying Widow(er) with | Under 65 $24,000 $400 | Tax Center”
Dependent Children 65 or older $25,300 $400

Note: Net self-employment income is calculated by subtracting allowable expenses from
the total gross income earned for the year. A tax professional nor the tax filer can say if

they should or should have to file taxes unless a full calculation is completed (unless the

gross earnings are under 5400).

Income Test for Filing Taxes for Children and Dependents

Besides being a minor (under age 18), a person can be defined as a dependent for tax
filing purposes if s/he:

e Is not already a qualifying dependent child; and

e Isrelated to the tax filer or lived in the home for the entire tax year with the tax
filer; and

e Gross income of the person is less than $4,000 for the tax year; and

e Tax filer provided more than half of the person’s support for the year.
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If a person is a Child or a Dependent, the following are the income guidelines for being
required to file a Tax return. If the person meets any of the three situations, s’/he must
file a return.

Child or Dependent Tax Filing Requirements

Filing Status Unearned Earned Gross income grgater
Income Income than the larger of:
Single under 65, not blind $1,050 $12,000 $1,050 $12,000
Single over 65 or blind $2,650 $13,600 $2,650 $13,600
Single over 65 and blind $4,250 $15,200 $4,250 of $15,200
Married under 65, not blind* | $1,050 $12,000 $1,050 $12,000
Married over 65 or blind* $2,350 $13,300 $2,350 $13,300
Married over 65 and blind* | $3,650 $14,600 $3,650 $14,600

*If Married, and gross income was at least $5 and spouse files a separate return and
itemized deductions, the person must file a return.

Note: In-kind income is not taxable or reportable income on a tax return. When a
household reports an adult child is doing work around the house in exchange for rent,
the parent does not report the value of that “work” as income. The adult child does not
report the value of the “rent” as income (or as an expense).

Other Situations That Requires Filing a Tax Return

Even if a person does not have to file a return because of income, there are other
reasons that may require a person to file a return:

1.

The person utilized the Healthcare Marketplace for insurance and used the
advance payment credit for their insurance premiums.

The person received a distribution from a health savings account, Archer MSA or
Medicare Advantage MSA.

The person had wages of $108.28 or more from a church or qualified church-
controlled organization that is exempt from employer social security and Medicare
wages.

The person owes any special taxes such as Alternative minimum tax, owe taxes on
a qualified plan (such as retirement plan), s/he has to pay Social Security/Medicare
tax on tips not reported to an employer, owe household employee tax, recapture of
first-time homebuyer credit, write-in taxes or recapture taxes.

CW @LUTIONS
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Reasons to File a Tax Return Even if Not Required

Even if someone is not required to file a return, it is often advantageous for a low-
income person to file a return because of the available tax credits. Many tax filers who
are middle, low and no-income receive a refund greater than any federal taxes paid in.

Some situations include:

* |f s/he had taxes withheld from his/her pay, s/he must file a tax return to receive a
tax refund.

» If qualified, s/he can file a return to receive the refundable Earned Income Tax
Credit.

» If s/he has a qualifying child but owes no tax, s/he can file to be refunded the
Additional Child Tax Credit.

* If s/he wants to claim any education credits, s/he must file to be refunded the
American Opportunity Credit.

» If qualified, s/he can file to claim the refundable Health Coverage Tax Credit. This
is where the person paid for health insurance but did not use the Marketplace or
did not have the credit applied to his/her premiums.

If s/he adopted a qualifying child, s/he can file to claim the Adoption Tax Credit.

Many no income/low income individuals file taxes specifically to receive tax credits but
inform eligibility programs such as LIHEAP that they have not filed a tax return. There
currently is no verification method available to agencies to check if a person has filed a
return. An individual can request their Tax Return Transcript at an IRS office or by
calling 1-800-829-1040.

\Xho Must File an lowa Tax Return?

Information on who must file can be found at the lowa Department of Revenue website:
https://tax.iowa.gov/expanded-instructions/who-must-file-2018.

The individual income tax filing requirements for lowa residents for 2018 (filed in 2019)
are presented in the following chart. A person/group must file if their NET income (Line
26 on lowa form 1040) is:

Filing Status Age at end of Year Residents Net Income
Single Under age 65 $9,000 or more
Single Age 65 or older $24,000 or more
Other than Both spouses under 65 $13,500 or more
Single One spouse 65 or older $32,000 or more
Dependent n/a $5,000 or more
7 08/27/19 - Final
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1040 Form Lines Used for LIHEAP

The lowa Department of Human Rights, Energy Assistance/LIHEAP department issued
a guide for workers on what 1040/Schedule 1 Lines to use for verification for eligibility
purposes. This will be referenced throughout the remainder of this guide.

October 1, 2018 to April 30, 2019

ELIGIBILITY: USING FEDERAL TAX RETURN

UTILIZE PREVIOUS YEAR'S COMPLETED TAX RETURN (2018)

Income from some sources may not appear on the tax return. Income from Foster Care, Worker's
Compensation, FIP, Child Support, VA, SSA, SSD, SSl, Railroad Retirement Benefits, and Public
Assistance need to be added to the total gross income.

WHAT TO COUNT ON A TAX RETURN:

1040 FORM

Wages, Salaries, and Tips Line 1 1040 Form
Dividend income Line 3b 1040 Form
IRA Distributions, Pensions,

Annuities Line 4b 1040 Form
Social Security Benefits Line 5a 1040 Form

SCHEDULE 1 (only needed if line 6 doesn't match the total of lines 1-5 on 1040)

Alimony Income Line 11 Schedule 1
Business Income or Loss Line 12 Schedule 1
Rent, Royalties, Partnership

Income Line 17 Schedule 1
Farm Income or Loss Line 18 Schedule 1
Unemployment Income Line 19 Schedule 1
Other Income Line 21 *** Schedule 1

*** DO NOT COUNT prior year’s losses carried forward as NOL (Net
Operating Loss), when this is on line 21. Use Line 21 onlyifa
positive number.

Revised 02/13/19
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The 1040 Form

The 1040 form is the Federal tax return form underwent a significant format change for
tax year 2018 as a result of the tax law passed at the end of 2017. The 1040 has far
fewer lines (23 vs. 79), but several new schedules were added that include much of
what was on the old 1040 form. The idea was to create a universal simplified main form
instead of two different 1040 forms. But, for many people, their 2018 tax returns
included more schedules than prior returns.

The first page covers the basic demographic information for the tax filer and other
members of the tax filer group (spouse/dependents). There is no income information on

page 1.

:1040

Deparment of the Treasuny—intemal Revenus Service

U.S. Individual Income Tax Return

2018

OMB No. 1545-0074 LR: Use Only—Do not write or staple in this space

Filing status: [X|Single | |Married fiingjointly | | Married fiing separately | | Head of household | | Qualifying widow(en

Your first name and initial Last name Your social security number
Miriam Maisel 012-34-5678
Your i deduction: D" can cllmynu nllchplnd.nt DYN were born before January 2, 1954 | You are blind

If joint retum, spouse's first name and initial [Lastname Sp 's social rity b
Spouse standard deduction: [: Someone can claim your sp as a de dent D Sp was bomn before January 2, 1954 [z Fulkyear health care coverage

E Spouse is blind E Spouse itemizes on a separate retum or you were dual-status alien or moamgt (see st

Home address (number and street). If you have a P.O. box, see instructions. Apt.no. Presidential Election Campaign

5 = (see inst.) D D s

123 Jcke St 3 You pouse
City, town or post office, state, and ZIP code. If you have a foreign address, attach Schedule 6. Ifmore than four dependents,
Anytown WI 54444 Sua beef, end chask bors D
Dependents (see instructions) (2) Social security numb (3) Rel hip to you (4) Check if qualifies for (see inst.):

(1) Firstname Last name Child tax credit Credit for other dependents

Ethan Maisel 012-34-5679 |Son L]

Zelda Maisel 123-45-6789 |Daughter []

SI n Under penalties of parury, | declare that | have examingd this retum and accompanying schedules and statements, and to the best of my knowledge and belief, they are frue,

g cormedt, and complete. Dedarabon of preparer {other than taxpayer) is based on all information of which preparer has any knowledge

Here Your signature Date Your occupation Ifthe IRS sent you an Identity Protection
i retam? ) PIN, enter it Iﬁ
Sea instructions Comedian here (see inst)

Keep a copy for Spouse's signature. If a joint return, both must sign. | Date Spouse's occupation Ifthe IRS sent you an Identity Protection
YOur records PIN, enter it

here (see inst.) I |
Paid Preparer’s name Preparer's signature PTIN Firm's EIN Check if:
Prepa[er El 3rd Perty Designee
Use Only Firm's name b Phone no. [ sat-erpioyes
Firm's address &
KIA For Disclosure, Privacy Act, and Paperwork Reduction Act Notice, see separate instructions. Form 1040 (2018)

CW ¢GLUTIONS
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The second page of the 1040 has six lines that document income. Line 6 identifies if
there is possible Self-Employment Income.

1 Wages, salaries, tips, etc. Atach FormW-2 . . . . . . . . . . . . ' it e e 1 | 12,8630
2a Tax-exempt interest 2a U | b Taxable interest 20 68
3a Qualified dividends . . . . . . 3a ! b Ordinary dividends 3b |

weirheid |
4a IRAs, pensions, and annuities . b Taxabie amount . . . . . .

4a 0 4b :

5a Social security benefits 5a b Taxable amount . . . . . 5b
6 Total income. Add lines 1 through SAdd any amount from Schedule 1, line 22 8,289

7 Adusted gross income. If you have no adj o @ enter the from line 6; otherwise,
subtract Schedule 1, line 36, from line 6 A T e %
Standard deduction or i d tions (from Schedule A)
Qualified business income deduction (see instructions)
Taxable income. Subtract lines 8 and 9 from line 7. if zeroorless enter-0- . . . . . . . . ..
e tng T aTax (see inst) 708 icheckifanyfom: 1 | Fom(s)8814 2 |_Fom 4972
widowd ac ) 1
$24 000 - R, | S DA PP MR (R R s
b Add any amount from Schedule 2 and check here . . . . . > [_] 1
12  a Chid tac ceditioredit for other dependents _ b Add any amount trom Stheduia 3 end chedk hars Z 12
[siywucnecked |13  Subtract line 12 from fine 11. f zeroorless, enter-0- . . . . .. ... .oviecvninn s 13 0
a8y Do Under T
Standard 14 Othertaxes AltachSchedule 4 . _ . _ . . . . _ . . .. . _ . . ... . ...+ ce..-.- |14 l,I_IU_
deduction _ e
see mstustions | 15 Total tax. Add lines 13and 14 . . . . . 15 1,002
16 Federal income tax withheld from Forms W-2 and 1089 16 493
\ 17 Refundable credils: a©iC (e inst ) 5,334 pscnsen 2,508 eromesss
Add any from Schedule 5 . csesiisrinank 17 1,842
18 Add lines 16 and 17. These are your tolal payments . . . . . .. . . . ... .. ... ._... 18 8,335
Refund 19 [fline 18is more than line 15, sublract line 15 from line 18. This is the amount momaidr_._ 18 y 333
20a Amount of line 19 you want refunded to you. If Form 8888 is attached, checkhere . . » |_| 20a T:;333
o eosts ® b Routing number er OO0 b etyps: || checking || Sevings
See insTuchons VY WYY
> d Account number << AAAN '
21 Amount of line 19 you want applied to your 2019 estimated tax »| 21| 0
Amount YouOwe 22 Amount you owe. Subtract line 18 from line 15. For details on how to pay, see instructions . » 22 |
|
23 Estimated tax penalty (see instructions) - .23
KIA Gotowwwisg 40 for i tions and the latest information. Form 1040 (2018)

The following provides an explanation of key INCOME lines on the 1040 form.

10 08/27/19 - Final
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Line 1: Wages

| Source | W-2

The gross wages paid by an employer are reported on a W-2 wage statement. Line 1 is
the sum off all gross wages for all individuals listed on the Tax Return. The line does not
identify the number of W-2 statements or which tax payer has W-2 wages.

The 1040 or the W-2 statement(s) can be used if the applicant chooses to use the last
calendar year method for calculating their income

Special Note for W-2s:
The wage listed in Box 1 (listed

1 Wages, tips, other compensation

Federal income tax withheld

$21,035.83 $1,940.00
wages for Federal Tax o et SeCUT Y Wages 4 Social security tax withheld
purposes) can be different than $21,422.12 $1,328.17
Box 3 and 5 if the individual has 5 Medicare wages and tips 6 Medicare tax withheld
any pre-tax deductions such as $21,422.12 $310.62
a retirement p|an or a Health 7 Social security tips 8 Allocated tips
Savings Account that is $0.00 $0.00
deducted from the grOSS pay 9 10 Dependent care benefits
$0.00
. . 11 MNonqualified plans 12a
The wages listed on Box 1 is ¢
) : 50.00[: s | $386.29
what is transferred to Line 1 on 13 Sewey  TEemet eS| 125
employes plan sick pay c
the 1040 form. [ | $0.00
14 Other 12¢
C
For purposes of LIHEAP | $0.00
programs, use Box 1 to $0.00 12d
calculate the gross wages. $0.00| & | $0.00
$0.00
11 08/27/19 - Final
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Line 2a/2b: Interest Income

| Source | 1099-INT

Interest income is not counted for LIHEAP. This is still a valuable line to review as it
may indicate a person has/had a large amount in a savings or interest-bearing account.

Financial Institutions issue a 1099-INT if the individual earned $10 or more in interest on
regular interest-bearing accounts.

Example: Tom has $15,000 in a standard savings account. If he does not make any
withdrawals and has an average interest rate of 2.2%, he will accrue about $34 in
interest for the year. If the interest rate is 1.1%, the annual interest is about $18.

The interest line includes savings, CD’s, savings bonds and other interest-bearing
accounts, all which have different interest rates. Therefore, it is not possible to

determine if a person has $15,000 or more in liquid assets by just looking at Line 2. The
line is only an indicator of possible higher asset amounts in the household.

Line 3a/3b: Dividends

| Source | 1099-DIV

There are two lines for
Dividends - Line 3a and
Line 3b. Line 3a provides a
space to identify the portion
of dividends on Line 3b that
are “qualified” for a lower, or
sometimes no, tax rate.

Dividends are reported on
the 1099-DIV. If any portion
of the dividend listed in Box
la on the 1099-DIV is
qualified, it will be listed in
Box 1b.

1a Total ordinary dividends OMB No. 1545-0110

$ 1,709 D }).' 8 Dividends and
1b Qualified dividends _— Distributions
4 1,104 Form 1099-DIV

2a Total capital gan distr 2b Urnwecap. Sec. 1250 gain copy B
$ $ _ For Recipient
2¢ Section 1202 gain 2d Collectibles (289%) gain

$ $

3 Nondmdend distnbutions
$

4%«& mncome tax withheld
$

This is important tax
information and is

For purposes of LIHEAP programs, use Line 3b on the 1040 and count the
annualized amount if the total combined annual income of the dividends is $120 or
more. Ignore dividends that total less than $120 for the year.

CW @LuTioNs
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Line 4a/4b: IRA Pensions and Annuities
| Source | 1099-R |

IRAs

IRA distributions are not always taxable. The level of tax liability depends on if the
individual withdrew money prior to the retirement age, if it was a traditional IRA or a
Roth IRA and even the amount withdrawn.

If an individual rolls over an IRA from one account to another, there is no tax liability as
long as it is rolled over in the same tax year. A rollover will not be reported on the 1040.
But if the rollover is from a traditional IRA to a Roth IRA, the amount rolled over is
subject to tax because the original contributions to the traditional IRA were done pre-
tax.

That is listed on the 1099-R in Box 1 and 2a with 2b checked “Taxable amount not
determined”. In these cases, the customer should have a statement regarding the roll
over.

Retired individuals who withdraw from a traditional IRA will have a tax liability for that
withdrawal. Some have federal and state taxes taken out at the time of the distributions
and others wait to pay the tax when they file the 1040 tax return. Regardless of the
method of taxation, they will receive a 1099-R and it will show on the 1040 form on Line
4a and may have some or all of that on Line 4b if it is taxable.

Retired individuals who withdraw from a Roth IRA will not be taxed because the income
they initially put into the account was already taxed. They will still receive a 1099-R and
that amount will be entered on Line 4a but will not be included in 4b (the taxable
portion).

If an early withdrawal occurs, the individual will be taxed at the time of the withdrawal as
well as pay a penalty when s/he files the 1040 tax return. The gross value (pre-tax and
pre-penalty) of the early withdrawal will be listed on lines 4a and 4b.

Use Line 4b for LIHEAP calculations (or the individual retirement statements).

Pensions and Annuities

Just like IRAs, pensions and annuities may or may not be taxed. Line 4a includes the
total amount received for pensions and/or annuities (per the 1099-R) for the tax year.
The portion that is taxable from 4a is listed on 4b.

Use Line 4b for LIHEAP (or the individual retirement statements).
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What is an Annuity?

An annuity is an insurance product that pays out income and can be used as part of a retirement
strategy. A person makes an investment in the annuity, and it then makes payments back to the person
on a future date or series of dates. The income received from an annuity can be issued monthly,
quarterly, annually or even in a lump sum payment.

Payments can be made for set number of years or for the duration of a person’s life. A person can select
a Deferred (delay before 1°t payment made from the investment) or Immediate annuity (payments made
back from the investment start immediately).

Money invested in an annuity grows tax-deferred. When a person makes withdrawals, the amount
contributed to the annuity is not taxed, but earnings are taxed at the regular income tax rate.

The advantage of an annuity over a 401 or IRA retirement plan is there is no limit to the amount a person
can contribute in a year. People who start their retirement savings later in life prefer annuities, so they
can “catch-up”.

The biggest disadvantage is there are more fees associated with annuities and larger surrender fees if a
person withdraws from an annuity before it is allowed (often several years unless it is an immediate
annuity).

Line 5a/5b: Social Security Benefits
| Source | SSA-1099 \

All Social Security (SS) benefits received must be reported on the Federal Tax Return.
Not all benefits are taxable. A filer must use a worksheet to determine what percentage
may be taxable.

Use Line ba (total gross SS payments) for LIHEAP (or other verification statements
from SSA).

Line 6: Total Income

Line six includes the combination of the totals from Lines 1 — 5, plus any income
reported on Schedule 1. LIHEAP workers must pay close attention to the Schedule 1
field.

Schedule 1, line 22

Total income. Add lines 1 through 5. Add any amount fr

o

Schedule 1- Additional Income and Adjustments

Schedule 1 essentially replaces most of the lines between Line 11 and Line 35 from the
old 1040. Most of the lines on the new Schedule 1 mirror the old 1040 Line numbers.

14 08/27/19 - Final

CW @LuTioNs
G



CW (GLUTIONS LIHEAP Understanding Tax Forms
=)

ﬁ':ir':?oli'a:“ Additional Income and Adjustments to Income O I d 1040

P Attach to Form 1040.

CapaTRant of the Trasting > Go to www.irs.gov/Form1040 for Instructions and the latest information.
Name(s) shown on Form 1040
Miriar Maisel
|

Additional 1-gb Reserved

Income 10 Taxable refunds, crears, or o 1 axable refunds, credits, or offsels of state and local INCome taxes
11 Alimony received . . . . . . . 15 | Alimony received . & 3
12 Business income or (loss). Attac 12  Business income or {loss). Attach Schedu!e C or C EZ ;
13 Capital gain or (loss). Attach Sc 13  Capital ga|n or (loss). Attach Schedule D if required. If not raqwred check hera > D
i 707
15a Reserved . . . pep— 15a IRA distributions . | 15a | 18,575? 00| b Taxable amount
1 ’ &
17 Rental real estate, royalties, par 17 Rental real estate, royalties, partnerships, S corporations, trusts, etc. Attach Schedule E
18 Farm income or (loss). Attach S 18  Farm income or (loss). Attach Schedule F .
19 Unemployment compensation 19 Unemployment compensation :
20a Reserved - 20a__ Social security benefits | 20a | | | b Taxable amount

22 Combine the amounts in the far righty 92 Combine the amounts in the far right column for lines 7 through 21. This is your total income »

21 Other income. List type and amo 21 Other income. List type and amount N.O.L.
income, enter here and include on For 2

T

The only lines that are not the same are ones that remained on the new 1040 form (15,
16, and 20).

The following provides an explanation of key lines on the Schedule 1.

Line10: Taxable refunds, credits, offsets

LIHEAP does not count income reported on this line.

Line11: Alimony

| Source | Person’s own records |

Alimony and maintenance received by an adult is taxable, which is why it is listed on
Schedule 1. There is not a tax form that reports alimony/maintenance received though a
local child support office should be able to validate the payments received by the
applicant.

Note: Alimony is not considered a fixed income source for LIHEAP.
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Line 12: Sole Proprietorship (Business Income)
| Source | Schedule C and C-EZ \

Regular business income and expenses are reported on the Schedule C or Schedule C-
EZ. Line 12 is the total amount of all business income/loss reported on line 31 on
Schedule C and Line 3 on Schedule C-EZ. There may be multiple Schedule C/C-EZ
businesses reflected in the Line 12 total.

28  Total expenses before expenses for business use of home. Add lines 8 through27a . . . . . . W 28 15,465 00
29  Tentative profit or (loss). Subtract line 28 fromlinev7 . . . . . . . . . . . . . . . . .| 29 21,675 00
30  Expenses for business use of your home. Do nof report these expenses elsewhere. Attach Form 8829
unless using the simplified method (see instructions).
Simplified method filers only: enter the total square footage of: (a) your home:

and (b) the part of your home used for business: . Use the Simplified
Method Worksheet in the instructions to figure the amount to enteronline30 . . . . . . . . . | 30
3 Net profit or (loss). Subtract line 30 from line 29.
+ |f a profit, enter on both Form 1040, line 12 (or Form 1040NR, line 13} and on Schedule SE, line 2.
(If you checked the box on line 1, see instructions). Estates and trusts, enter on Form 1041, line 3. } | 3 21,675 00
|

Line 13: Personal Capital Gains

| Source | Schedule D |

Personal Capital gains come from a variety of sources including sale of stocks, real
estate and other investments. Personal Capital Gains are taxed at a lower rate than
earned income.

Often, an individual who owns a business will shift a Business Capital Gain to their
Personal Capital Gain for a tax advantage. This can be identified by comparing the
4797 form (most often associated with Farming and the Schedule F) and the Schedule
D to see if a gain was transferred from one to the other.

Capital Gains are not counted for LIHEAP.

Line 14: Business Capital Gains
| Source | Form 4797 |

Business Capital Gains are from the sale of business assets. Sometimes it is from a
one-time sale such as the sale of a tractor or a truck and other times it is a regular and
predictable type of transaction such as selling heifers or sick/dead cows.

Form 4797 will only be used for businesses whose tax liability is transferred to the
owners instead of the business entity paying income taxes (i.e. Sole Proprietorships,
Partnerships and S-Corporations).
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The Business Capital Gain is separate income that is not reported directly on the
business return (Schedule C, Schedule D, Schedule E, 1065, 1120S or K-1). Hence the
separate 4797 form.

The business owner can transfer a Business Capital Gain on the 4797 to a Personal
Capital Gain on the Schedule D. This is usually done because of a tax advantage the
individual can garner.

Note: The LIHEAP manual does not specify if Business Capital Gains are to be considered or not
but since it is not listed on the Eligibility — Using Federal Tax Return document, it is likely not a
counted income source.

Line 17: Schedule E Income

Rental Real Estates, Royalties, Partnerships, S-Corporations, Trusts, etc.

There are several different possible income sources that can be part of the final Line 17
total. All sources derive from the Schedule E which has Four Parts:

Part I: Rental Income and Royalty Income
See full explanation later in this section.

Part IlI: Partnerships and S-Corporations
See full explanation later in this section.

Part Ill: Estates and Trusts
An estate is the net worth of a person at any point in time alive or
dead. It is the sum of a person's assets — legal rights, interests and
entitlements to property of any kind — less all liabilities at that time.
An estate is sometimes made into a business entity which the
income from the capital and liquid assets are distributed to the
inheritors on a regular basis.

In general, a trust is a relationship in which one person holds title to
property, subject to an obligation to keep or use the property for the
benefit of another. A trust is a legal business entity that files its own
return and the profit/loss from that trust are passed on to the
individual recipients of the trust.

Part 1V: Real Estate Mortgage Investment Conduits
A real estate mortgage investment conduit (REMIC) is "an entity
that holds a fixed pool of mortgages and issues multiple classes of
interests in itself to investors" under U.S. Federal income tax law
and is "treated like a partnership for Federal income tax purposes
with its income passed through to its interest holders". This is
something that would be rarely seen on a tax return for a LIHEAP
applicant.
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Line 17: Rental and Royalty Income (Business)

| Source | Schedule E — Part 1

Rental and Royalty income for a Sole Proprietorship is recorded on Part 1 of the
Schedule E. There may be multiple properties listed and may be more than one
page for Part 1 if there are more than three rental properties to report. If the
individual has formed multiple LLCs for their rental properties, they will still be listed on
the Schedule E — Part 1 unless the LLCs are Partnerships or S-Corporations. Use the
Type of Property key to determine the kind of income listed on the page.

SCHEDULEE
{Form 1040)

» Attach to Form 1040, 1040NR, or Form 1041.

niemal 7

Supplemental Income and Loss
(From rental real estate, royalties, partnerships, S corporations, estates, trusts, REMICs, etc.)

e (89 | » Go to www.irs gov/ScheduleE for instructions and the latest information.

| OMB No. 1545-0074

2018

Na’ne(s}ﬁhmnoﬂl’!mm

C or C-EZ (see instructions). If you are an individy

Your SMIH SECI.I‘I)’ hLl'ﬂM‘l‘

Income or Loss From Rental Real Estate and Royalties Note. Ifyou are in the business of renting personal property, use
I, report farm rental income or loss from Form 4835 on page 2, line 40.

A Did you make any payments in 2018 that would require you to file Form(s) 10997 (see instructions) j Yes : No
B If “Yes,” did you or will you file all required Forms 1089? j Yes | |No
1a| Physical address of each property (street, city, state, ZIP code)

A

B|422 E main Anytown WI

cli1701 wachington St A 1 54444

Type of Property I 2 & Fair Rental | Personal Use
1b or each rental real estate property listed Qv
. (from list below) above, report the number of fair rental and Days Days_
Al © l personal use days. Check the QJV box A (
B| 1 I only if you meet the requirements to file as B 4
a qualified joint venture. See instructions.

c | C

1 Single Family Resndence 3 Vacation/Short-Term Rental S Land 7 Self-Rental
2 Multi- Farrury Residence 4 Commercial 6 Royalties 8 Other (describe)

c

3 Rentsreoewed ................... 3 16,500 16, 80C
4 Royaltiesreceived . . . . . . . ... ... ... .. 4 ,

Royalty income are payments made to an owner for the use of property, especially
patents, copyrighted works, franchises or natural resources. A royalty payment is made
by those who wish to make use of it for the purposes of generating revenue such as the

sale of a book or use of a patent.

The final net income/loss for the combined rental property and royalties is totaled on

Line 26 and transferred to Line 17 on Schedule 1.

23a Total of all amounts reported on line 3 for all rental properties 23a 51,250
b Total of all amounts reported on line 4 for all royalty properties 23b |
¢ Total of all amounts reported on line 12 for all properties 23c | 13, 32:
d Total of all amounts reported on line 18 for all properties 23d
e Total of all amounts reported on line 20 for all properties 23e | 61,452 |
24 Income. Add positive amounts shown on line 21. Do not include any iosses 24 » 04¢
25 Losses. Add royalty losses from line 21 and rental real estate losses from line 22. Enter total losses here. | 25 | ), 248)
26 Total rental real estate and royalty income or (loss). Combine lines 24 and 25. Enter the result
here. If Parts II, lIl, IV, and line 40 on page 2 do not apply to you, also enter this amount on
Schedule 1 (Form 1040), line 17, or Form 1040NR, line 18 Othemse lnclude thls amount in the i
totalon line4ionpage2 . . . . . ... ... .. .. e 26 1,798

KIA For Paperwork Reductlbn Acl Nollco see the separate Instrudlons

. rr.hodl.le E (Form 1040) 2018
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Line 17: Partnerships
| Source | Schedule E — Part 2, K-1 from 1065 |

Partnerships submit an “information only” tax return on the 1065. It is “information only”
because the business does not pay income taxes.

The tax liability is passed directly to the ownership group on their individual tax return.
Their portion of the net income/loss is reported on the 1065 K-1 and then transferred to
Part 2 of the Schedule E.

6511148
[] Final <] [ Amended K-1 OMB No. 1545-0123 |
Schedule K-1 DR 1 8 hare of Current Year Income,
(Form 1065) = Ded.lcm Credits, and Other Items
Department of the Treasury 1 Ordmnary business income {Joss) 15  Credits
Internal Revenue 3':“'1"_"'-‘ . For calendar year 2018, or tax \_r-i-ar- 13,466. 00
beginning 7 1 2018 | ending [ / / 2 Net rental real estate income (loss}
Partner’s Share of Income, Deductions, . — -
3 Other netrental ncome (loss) 16  Foreign transachons

Credits, etc. > See back of form and separate instructions.
| I:Edl Information About the Partnership 4 Guaranteed payments

A Partnership’s employer identification number 8,00000

39-0123456 5  Interest income

B Partnership’s name, address, city, state, and ZIP code

E_ Ordinary dividends
T & J Construction )
458 E Stud Pkwy 6 Qualified dividends
Anytown W 54444

P T

A worker can identify the type of business structure on the Schedule E under column
28(b) — P is for Partnership and S is for S-Corporation.

(D) Enter ¥ tor (C) Check it (a) Employer (e) Check it
partnership; § foreign identification basis any is

N Cneck it
28 (a) Name
for S corporation § partnership number is requlred not at risk

A[ T & J Constructiocn || E I |— | 39-0123456 | | | [—|

K-1 income can be distributed in multiple sections on Part 2 of Schedule E depending
on if it is passive or non-passive (actively engaged in the production of the income) and
if it is a loss or a profit. If it is passive income, it might be an indication that the income
source is from a rental.

Passive Income and Loss Nonpassive Income and Loss
{g) Passive loss _ailowc_d (h) Passive income ’:) Nonpassive loss (I} Section 179 expense (I(LNm ssive income
{attach Form 8382 if required) from Schedule K-1 om K-1 from Form 4562 m Schedule K-1
T — - =
B
[+]
D [
29a Totals | 0 21,466 |
b Totals | | 4z ) _
30 Addcolumns(h)and (K)ofline28a . . . . . . . . ... .. ... . ... .| %0 - l":’"'
31 Addcolumns(g), (i), and (Jofline29b . . . . . ... ... ... .. [ I qze )
32 Total nartnershin and S cornoration income ar (Inss) Combine lines 30 and 31 a2 21,044
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Line 17: S-Corporations

| Source | Schedule E — Part 2, K-1 from 1120S

S-Corporations are a pass-through organization whose tax liability is passed on to the
individual owners but the company itself is treated like a corporation or certain tax
benefits and legal protections. An S-Corporation files an “information only” return on a

1120s, similar to a partnership.

The net income/loss is then allocated to the business owners and reported on a K-1.

The information from the K-1 is then reported on the

Part Il of Schedule E.

A worker can identify the type of business structure under column 28(b) — P is for

Partnership and S is for S-Corporation. The net inco
part 2.

me is reported on the Schedule E,

Income or LOSS From rFarterships and S Corporations Note: If you report a loss from an at-risk activity for which

any amount is not at risk, you must check the box in column {e) on line 28 and attach Form 6198. See instructions

27
unallowed loss from a passive activity (if that loss was not reported on Fi

Are you reporting any loss not allowed in a prior year due to the at-risk. excess farm loss, or basis limitations, a prior year

orm 8582), or unreimbursed partnership expenses? If

you answered “Yes," see instructions before completing this section. [l Yes [ No
28 (o) Name s, | T r A sy st
for § corporatbion partnershap number not at nsk

A Komputing Koncepts s L 39-9976643 [l

B

C ] L]

D L1 []
T Passive Income and Loss Nonpassive Income and Loss

() Passive loss allowed {g) Passveincome {h} Nonpassive loss (i) Section 179 expense ) Nonpassive mcome
{attach Form 8582 if requirad) from Schedule K-1 from Schedule K-1 deduction from Form 4562 from Schedule K-1

Al 16812] 00
B -
c.

D

2%a Totals 16,812 00

b Totals
30 Add columns (g) and (j) of line 29a . 30 16,812, 00
31 Add columns (f}, (h), and (i} of line 29b T T T " 31 ( )
32 Total partnership and S corporation income or (loss). Combine lines 30 and 21. Enter the
result here and include in the total on line 41 below 32 1R R12. NN

Line 17: Trusts

| Source | Schedule E — Part 2, K-1 from the Trust

Trusts are separate entities and an information tax return is filed, with a K-1 generated

for each beneficiary. The assigned income/loss is th
Schedule E.

en transferred to Part Ill on the
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i:udll] Income or Loss From Estates and Trusts
x ) Empioyer
33 ) Nome \dentification number
A | starlord Sr Fund for Earth Child B L - B - 1 _20-1000001
B
Passive Income and Loss Nonpassive Income and Loss
(c) Passive deduction o loss allowed (d) Passive Income (e) Deauction or loss (0 Other income from
{attach Form 8582 if required) from Schedule K-1 from Schedule K-1 Schedule K-1
Al 1 s00] |
B |
34a Totals | 500
b Totals |
35 Addcolumns(d)and(fjofline34a . . . . . . . . . . . . . . . . e e .. 35 500
36 Addcolumns(c)and(e)ofline34b . . . . 36 |( )
37 Total estate and trust income or (loss). Combine lines 35 and 36. Entef the resuit here and
in~hida in tha tatal An lina 41 halra a7 Fran

Payments from trust funds that make regular payments to the beneficiary are counted
income for LIHEAP.

Line 18: Farm Income

| Source | Schedule F |

Sole Proprietorship farms report their business activity on the Schedule F. Often, farm
businesses are classified as Partnerships. In those cases, the 1065 form is completed
with K-1's being issued to each partner. The Schedule F is still used to document the
income and expenses with the net income transferred to the 1065 then allocated
between each partner based upon their ownership percentage.

For sole proprietorship Farms using just the Schedule F, the net income on Line 34 is
transferred to Line 18 on the Schedule 1 and that is the amount used for LIHEAP.

oD 1vial l:APUIIaI'.'b MUU ImieD 1V unuugll oZ0. 1 mre 21 B heygauve, Soe Nbuusuunin . . . . . - - - | 29 | o3.211 | uu
34  Net farm profit or (loss). Subtract line 33 fromlined . . . . . I 34 | 19,104‘ 00
If a profit, stop here and see instructions for where to report. If a loss complete Ilnes 35 and 36.
35  Did you receive an applicable subsidy in 20137 (see instructions) . . . . . . . . Ovyves ONo
36 Check the box that describes your investment in this activity and see instructions for where to repon your toss
a [] Allinvestment is at risk. b [J Some investment is not at risk.

Line 19: Unemployment Compensation
| Source | 1099-G |

Unemployment Insurance Benefits (UIB) are subject to Federal and State income tax. The
full amount of UIB payments issued in a year must be reported on the Federal Tax Return.

Note: A person can receive a maximum 26 weeks of Unemployment in a benefit year. In
lowa, some people are eligible for the Training Extension Benefits to receive an additional
26 weeks.
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Line 21: Other Income

| Source | varies

There are many different sources of income that can be reported Line 21. When
income is reported on this line, the tax filer must describe the source on the line.

SCHEDULE 1 agr . OMB No. 1545-0074
(Form 1040) Additional Income and Adjustments to Income
P Attach to Form 1040. 201 8
P> Go to www.irs.gov/Form1040 for instructions and the latest information. ;‘“"“’“e"'
equence No.

Name(s) shown on Form 1040 Your social security number
Additional 1-gp Reserved 1-9b
Income

10 Taxable refunds, credits, or offsets of state and local income taxes . . . . . 10

11 Alimonyreceived .. ... ............... 11

12 Business income or (loss). Attach Schedule C or C-EZ 12 | 7,

13 Capital gain or (loss). Attach Schedule D if required. If not required, check here » L 13

14 Other gains or (losses). Attach Form 4797 . . . . . o 14

15a Reserved 15b

16a Reserved . _16b

17 Rental real estate, royalties, partnerships, S corporations, trusts, etc. Attach ScheduleE = 17

18 Farmincome or (loss). Attach ScheduleF . . . . . . . . . . . ... ... . 18

19 Unemployment compensation o o ... 18

=~ - —

Other income. List type and amount » GAMELING 2 1,20C I

income, enter here and include on Form 1040, line 6. Otherwise, go to line 23 22 8,293

The following is a summary of some of the most common Line 21 income sources.

Cancelled Debt 1099-C

Cancelled Debt is reported on the 1099-C form. Debt cancellation occurs when a home
is foreclosed, or a debt has been cancelled by the financial institution (either through
bankruptcy or negotiated deal with a creditor but sometimes because the creditor just
decides not to pursue due to the cost to try and collect the debt).

The amount of the debt that was cancelled is considered taxable because the person is
essentially receiving the value of that debt without cost. It is treated like a monetary gift
(which is also taxable in many situations). It is important to understand that cancelled
debt is not “real income” for that year, it is just a tax liability for the value of the debt the
person is no longer obligated to pay.

For example, if a person filed bankruptcy and part of the filing was for a 60" OLED TV
from Sam’s Club. If Sam’s Club decided not to pursue collection, a 1099-C is issued for
the value of the TV. The person keeps the TV so is taxed for the value of the TV. It is
not really income but an asset that is being taxed.
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Gambling Winnings

Gambling winnings are reported on the W-2 G form (looks very similar to the W-2 wage
statement form). LIHEAP counts any taxable gambling winnings (as reported on the
1040 form).

Jury Duty Pay

People who are on a jury receive pay from the court. This can be reimbursement for
expenses like a per diem or can be an actual stipend. This can be taxable and if it is, a
statement is issued to the person and then is reported on the tax return.

LIHEAP does not county Jury Duty pay.

Prize and Awards

If a person wins a prize or is given an award that has monetary value, it will be taxed so
must be reported on Schedule 1.

Net Operating Loss (NOL)

Individuals can carry over business loss from a previous tax year if the total loss was
more than what would reduce taxable income to zero in that prior tax year. The
remaining loss balance not used in the initial year of loss can be applied to a future year
to offset that year’s taxable income. This is a tax benefit policy and is essentially a tax
credit but entered on the Schedule 1's income section.

LIHEAP does not count Net Operating Loss.

Rent Income (non-business)

Rent income entered on Line 21 is uncommon as most rental income is reported on the
Schedule E. Rent income is reported on Line 21 when the income is from renting
personal property that was not generally used for rental business. For example, you
charge for people to park on your lawn for the lowa Hawkeye home football games.
That income would be taxable, but not necessarily considered business income.

1099-MISC for Independent Contractors

Individuals who do work for other people or businesses are either classified as
independent contractors or employees. For individuals who are operating a business,
they will include the 1099-MISC on their Schedule C or C-EZ form, but some people will
just report the earnings on Line 21 of the Schedule 1 of the 1040 because they have no
expenses to report (such as a newspaper delivery person).
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A 1099-MISC must be issued if $600 or
more was paid to the person for service

1 Rents UMHB No. 1545-0115

work completed (or labor) for the business. 3 2018 Misce“&'zﬁ:
The 1099-MISC is send to the IRS by the
business so if the person who receives the $ Fomn 1000-MISC
R B 3 Other income 4 Federal income tax withheld Copy B
1099-MISC does not file taxes or files taxes $ $ For Recipient
Wlthout reportlng that Income’ they may § Fishing boat proceeds 6 Medical and health care payments
face penalties from the IRS.
& ¥
. . 7 Nonemployee compensation Substitute payments in lieu of o
Furthermore, since a person must file a dividends o nterest This s impartant tax
Federal Tax Return if they have more than _ being furnished to
. . $ 11,268.00 the IRS. If you are
$400 in Self-Employment income, the IRS |

will expect most will have to file a return if
they receive a 1099.

Income from a 1099-MISC listed in Box 7 is to be recorded on a Schedule C/C-EZ as
part of Line 1, Gross Receipts (unless the 1099 was issued to a business entity such as
a Partnership or S-Corporation where it will be included in the Gross Receipts of the
1065 or 1120s Tax Return form).

Even if the person does not claim any expenses, the gross receipt income needs to be
reported as self-employment income, which is subject to the self-employment tax
(Social Security and Medicare taxes) and income taxes. If the 1099-MISC is not
reported on a business tax schedule, it is reported on Line 21 of the Schedule 1 (1040).

Background of Business Structures & Related Tax
Forms

There are four main types of business structures. Although 2019 LIHEAP income policy
does not require querying individual tax forms, it is still valuable to understand the forms
which are used to populate the final net income on the Schedule 1.

Sole Proprietorship

Most small businesses are in the legal form of a Sole Proprietorship. A Sole
Proprietorship is a type of business entity which legally has no separate existence from
its owner.

The business does not file a separate tax return even though it may have an individual
FEIN number that is not the owner’s social security number. Instead, all the reportable
business income and expenses are reported as part of the individual's Federal 1040
Tax Return.
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A sole proprietorship can have employees and even offer insurance. The owner can
draw a wage that is reportable via a W-2 tax form. Most often though, the owner does
not draw a wage, instead the owner uses the profits from the business as personal
income. If the business experiences a loss, this may be referred to as living off their
‘cash flow'.

A sole proprietorship generally has a single owner (hence the term “sole”), but there can
be up to two owners if the owners are married.

A person who operates a Sole Proprietorship will report income via specific schedules
as part of the Federal 1040 Income Tax form. Schedules associated with Sole
Proprietorships include:

M Schedule C — Profit or Loss from Business
M Schedule C EZ — Simple form of Profit or Loss from Business
M Schedule E, Part 1 — Supplemental Income & Loss (for rental property)
M Schedule F — Profit or Loss from Farming (earned income)
M Form 4797 — Business Capital Gains
M Form 8829 — Business use of home
Partnerships

Partnerships are legal entities where two or more individuals form a legal structure to
share the costs and profits of a business. Partnerships do not pay taxes but must file an
informational federal tax return. As part of the return, each partner is issued a Schedule
K-1, which records each partner’s share of income and expense. Individual partners
report their share of profits and losses on their personal return via Schedule E, Part 2
and pays personal and employment taxes on that income.

The tax forms associated with a Partnership are:
e Form 1065 — Partnership Business Tax Return

M Schedule K or K-1 from a Partnership

The K-1 form is used to report income on the 1040 personal tax return. Income from the
K-1 is transferred to the Schedule E, Part 2 as part of the 1040.

NOTE: There is a K-1 for the 1065 Partnership Return and a K-1 for S-Corporations. They are both
called K-1's and look similar but are DIFFERENT. Be sure to look at the Upper Left-Hand corner of the
form to identify if it is from a Partnership return (1065) or an S-Corporation return (1120S).

Guaranteed Payments are a form of “wages” reported for a Partner. That amount is
listed on Line 4 of the K-1. G

25 08/27/19 - Final

CW @LuTioNs
G



(.'Wg}u; TIONS LIHEAP Understanding Tax Forms
=)

Limited Liability Company (LLC)

An LLC is a legal designation to provide some (hence the term “limited”) protection to
the owners of the business. Both a sole proprietorship and a partnership can become
an LLC and remain taxed as they would be without being an LLC. For LIHEAP
purposes, it is not relevant if the business is an LLC.

S-Corporations

An LLC can choose to be taxed as a corporation, specifically an S-Corporation, which
means they would file a separate business return, though the business itself would not
pay taxes. The net income of the business is reported on K-1's and the owner(s) of the
S-Corporation report the earnings (or loss) on their 1040 personal tax returns via the
Schedule E.

The tax forms associated with an S-Corporation are:
e Form 1120S — S Corporation Business Tax Return
M Schedule K or K-1 from a Partnership or S-Corporation

Unlike Partnership K-1 form, there are no Guaranteed Payments for members of an S-
Corporation and those are not listed on the S-Corporation K-1 form.

S-Corporations usually pay their owners/officers of the company a regular wage,
generating a W-2 statement at the end of the year. Their pay is separated out on the
business tax form as “Compensation to Officers” on the 1120S tax return form. If the
owner is being paid wages, it will show on the 1120S under this expense line and a W-2
statement will have been generated. The wage for the owner would then be included in
Line 7 of the 1040 form.

Corporations

Corporations are business structures with shareholders as owners. The company pays
taxes on the net income earned by the business. The owners of a corporation do not
pay taxes on the business income. Each owners or shareholder is allocated their
proportion of the profit via dividends, royalties, and capital gains. Those are reported on
their personal tax return.

Tax Form Examples

The following pages provide examples of the most common tax forms.

Tips on Reading Tax Forms

Tax forms can be overwhelming, especially if the submitted return is 30-60 pages long.
Since a LIHEAP worker can use the amount on the 1040/Schedule 1, the
additional schedules are not critical for calculating income. Therefore, the
following Tips are not critical for LIHEAP workers in lowa. They are being included as
“information only”.
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1. W-2 Wages are reported on Line 1.

2. Self-Employment Income is reported via Line 6, referencing Schedule 1, Lines 12,
14,17, and 18.

3. Check the name(s) listed on each schedule to confirm the business owner. There
can be a joint owner for a sole proprietorship (Schedules C, F and E-Part 1) if the
individuals are married.

4. Check the address of the business on the business return (Schedule C, E, F, K-1) to
see if it matches the address on the 1040 form.

5. Determine when the business started. If the business started during the tax year of
the tax form being viewed, the income listed is likely not representative of a full 12
months of income. Some business tax forms identify if the business was started or
acquired in that tax year:

a. Schedule C: Line H “If you started or acquired this business during 20xx,
check here.”

b. Schedule F does not indicate if the business started in that tax year. You
would need to ask the applicant.

c. Schedule E does not indicate if the businesses started in that tax year. For
rental, royalties, estates and trusts, you need to ask the applicant. For
Partnerships and S-Corporations, the business return identifies the business
start date.

d. Schedule K-1 does not identify the start date or year but the corresponding
business return (1065 for Partnerships and 1120S for S-Corps) does list the
business start date on Line E (to the right of the business name and address).

6. ldentify if wages were paid to the owner out of the business. Wages can be paid to
the business owner for sole proprietor businesses who file a Schedule C and for
owners of S-Corporations.

Farmers, sole-proprietorship rental property owners and Partnerships generally do
not pay wages to the owners and there is no identified expense line on the
respective return to identify those wages.

a. Schedule C: Line 26 identifies wages paid which could include the owner. If there
is an amount listed on line 26, check to see if there are wages listed on Line 7 of
the 1040.

b. 1120S: Line 7 identifies wages paid to officers which includes the owners. This
does NOT transfer to the K-1. If there are wages listed on Line 7 of the 1040, ask
if they are wages from the S-Corporation and collect the W-2 statement as
necessary. A W-2 statement is always issued for this pay type.

c. Partnerships cannot pay wages to the partners but are able to issue “guaranteed
payments” which is a form of compensation. That is listed on Line 4 of the K-1 and
is transferred to the Schedule E.
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Tax Forms Summary

1040 Form:

Schedule 1:
Schedule C-EZ:

Schedule C:

Form 8829:

Schedule F:

Form 4797:

Schedule D:

Schedule E:

Federal Individual/Personal Tax Return Form.

Schedule that lists other sources of income including business income.
Simplified business return form for sole proprietorships.

The net income is listed on Line 3 and transferred to Line 12 on
Schedule 1.

Regular business return form used for sole proprietorships. The
owner(s) are listed at the top of the return as well as the business
address.

Wages are listed on Line 26 so if there is a dollar amount, ask if any of
those wages were paid to a household member (and check if Line 7 on
the 1040 has a value).

The net income is listed on Line 31 and transferred to Line 12 on
Schedule 1.

Business Use of Home form which identifies the percent of home
expenses used for the business, including utilities.

Farm income for sole proprietorships. This is also used for partnership
returns (1065 form).

The net income is listed on Line 34 and transferred to Line 18 on
Schedule 1.

Business Capital Gains form — this income/loss is reported separately
from the regular business return.

The net income is listed on Line 18b and transferred to Line 14 on
Schedule 1.

Personal Capital Gains. Some filers will transfer gains/losses from the
4797 to the Schedule D for tax benefit purposes.

The net income is listed on Line 16 and/or Loss on Line 21 is
transferred to Line 13 on Schedule 1.

Part 1 is for Rental Property and Royalties. Rent income is listed on
Line 3 and Royalty income on Line 4. They are combined together with
a final net income/loss on Line 26.

If there is no other income on the Schedule E (in Parts 2, 3, or 4), Line
26 is carried over to Line 17 of Schedule 1.

(__'.\Ngﬂ_t;uu.ws
U
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K-1 Partnership:

K-1 S-Corp:

Otherwise it is added to the other sections and included on Line 41 and
transferred to Line 17 of Schedule 1.

Part Il is for Partnership and S-Corporation income/loss. Income and
losses are separated by “Passive” and “Non-Passive” categories. These
are separated because there are different tax rules for these categories
of income/loss.

Passive means that the business owner did not materially participate in
the business activity that resulted in the income/loss. Materially
participate can be defined by working 20 hours a week or more in the
business activity. Rental income is usually considered passive income.
Other examples of passive income include interest on assets,
dividends, and capital gains.

Non-Passive means the business owner materially participated in the
activity that resulted in the income/loss.

The net income from the combined businesses listed in Part Il is listed
on line 32 which is carried over to Line 41 and then transferred to Line
17 on Schedule 1.

Part 1l is for Estates and Trusts.

The net income is listed on Line 37 which is carried over to Line 41 and
then transferred to Line 17 on Schedule 1.

Part IV: Summaries the total combined income/loss from Sections I, I,
and Ill.

The income/loss from line 41 is transferred to Line 17 on Schedule 1.

The partner’s share of income/loss from the business return 1065 is
transferred to the Schedule K-1. he income/loss from the business is
allocated on various lines on the K-1 with lines 1 — 12 potentially being
listed on the Schedule E.

Sometimes the Guaranteed Payments are listed separately on the
Schedule E and sometimes it is included in other totals.

The information from the K-1 is then transferred to the Schedule E, Part
Il.

The owner’s share of income/loss from the business return 1120S is
transferred to the Schedule K-1. The income/loss from the business is
allocated on various lines on the K-1 with lines 1 — 11 potentially being
listed on the Schedule E.

The information from the K-1 is then transferred to the Schedule E, Part
Il.

CW @LUTIONS
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1040 Form, Page 1

307

2018

Filing status: | Single | | Maried fingjointly | Married fiing separately | | Head of housshold | | Oualifying widow{er)

1040 U5 individual income Tax Return

OMB No. 1545-0074 | RS Use Oniy—D0 not wilte of stagie in s s pace

Your first name and initial Last name Your social security number
Jake D Thompson 013-07-0001

Your dard dedy e D can claim you as a dependent :Ywmmwmzuu Dvw-olﬁld

If joint return, spouse’s first name and initial Last name P s soclal y

Spouse ] | ]" can dlaim your spouse as a dependent [ ]Spouumlhwnhuh..lm!.lm [}'_]Fu!-mllllﬂ!mm
I:Speuulshiml Dm-mulmmwmmmﬁusﬂm o exempt (see Inel.)

Home address (number and street). If you have a P.O. box, see instructions. Apt no Presi Election paige
512 S Spring Dr (seemst) you [ spouse
City, town or post office, state, and ZIP code. If you have a foreign address. attach Schedule 6 If more than four dependents,
Anytown WI 54444 see inst. and check here b
Dependents (see instructions) (2) Social security number | (3) Relationship to you (4) Check if qualifies for (see inst.):

(1) First name Last name Child tax credt  Credit for other dependents
Michael Thompson 013=17-0001 [Son []

Tyler Thompson 013-27-0001 |Son I:]

s' n Under penabies of panury. | 0aciars that | have examined Ivs netum and ACOOMEANYNG 50N 0Ues and statements, and o the best of my Mnawiedge and belkel, ey are Tue.
g comrect. and complete Declarahon of preparer (other than tarpayer) = based on all nformabon of which preparer hat any snowiedge

Here Your signature Date ¥out pccupation If the IRS sent you an identity Protection
Josrt return? N PN‘.MI ﬁ
Ses natruct Construction here (see inst)
Heop @ copy for Spouse's signature. If a joint returm, both must sign.  Date Spouse's occupation If the IRS sent you an Identity Protection
YOur reconds PN, enter it

th‘nu.ll I
Paid Preparer's name Preparer's signature PTIN Firm's EIN ICheck if
Pmm l—ljrc Party Designee
u’.only Firm's name b Phone no. I_I’*'N"E'MJ

Firm's address b

KIA For Disclosure, Privacy Act, and Paperwork Reduction Act Notice, see separate Instructions. Form 1040 2018)
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1040 Form, Page 2

Form 1040 (2018) Jake D Thompson 013-07-0001 Page 2
1 Wages, salaries, tips, etc. Attach FormW-2 . . . . . . . . ... ... ... .. .. 0. 11 0
::57-',;:':2“ 2a Tax-exempt interest ' 2a 2 | b Taxableinterest . . b 0
Fomis) W25 e 3a Qualified dividends . . . . . . . 3a () | b Ordinary dividends . . . . . b 0
10G0-R if lax was
wlhnakd
4a IRAs, pensions, and annuities . b Taxable amount . . . . . .
4a 0 4b D
5a Social security benefits . . . . . S5a b Taxable amount 5b
Total income. Add lines 1 through 5. Add any amount from Schedule 1, line 22 24,044 | g 24,044
T A4 gross income. Hmmummchm enter the amount fom line 6, otherwise, N . 3
) subtract Schedule 1, line 36, kom ine 6 . . . . . . 24,044
Deductionfor- 8  Standard deduction or itemized deductions (fom Schedule &) . . . . ... ... ... ... ... 8 12,000
sSngeormamed | 9 Qualified b deduction (see instructions) . . . . . ... .............. 9 0
g separately
$12.000 10 Taxable income. &m‘ctlimsalmowttmllne?. Ifzeroorless, enter-0- . . . . ... .... |10 12,044
sMamsanm 41 ar in 1,253  (chackifanytom: 1[_]F o814 2 |Formaer2
ointly or Qualiying ax (see inst) [} { any Fom: ormi{s) ___|Form
e
f4000 al | )
eHead of uummummzwmm U 1
:T;:J;“ 12 2 Onid tax crediticredit for other dependents 15253 b add sy smount tom Sceauie 3 snacheck e ||| 42
sifyoucneced |13 Sublract line 12 from line 11. I zeroorless, enter-0- . . . . .. ... ... .......... 13 0
vy DOX UNGer
ranaart 14 Othertaxes Attach Schedule 4 . . . . . . . .. ... ... ... ... ... ......... |1 0
20 Baie ”
s miratons |15 Toteltex. Addlines 13 8nd 14 . . . . . ... |18 0
16 Federal income tax withheld from Forms W-2 and 1099 ' . ‘ . |18 D
17 Refundable credits: akiC(seenmet)_____ bScaest2__ eFommessy__
Add any amount from Schedule 5 0 .iiiiiiieie., NO BAL 0
18 Addlhnm-ndi?ﬂnnlnymlmlpqmmh B 0
Refund 19 Ifline 18 is more than line 15, subtract line 15 from line 18. This is the amount you overpald . 19
20a Amount of line 19 you want refunded to you. If Form 8888 is attached, check here » —] 20a
Drect depost? P b Routing numbx 1i9.9.9,9,9,0,8,9¢ > c Type: [ | Checking || Savings
Seeinstuctons. o g Account number RARKXXXXKXXXKXXXX
21 Amount of line 19 you want applied to your 2019 estimated tax b|z1 | (==
AmountYouOwe 22 Amount you owe. Subtract line 18 from line 15. For details on how lo pay, see instructions . . > 22 0
23 Estimated tax penalty (see instructions) . . i . bl 23
KIA  Goto www irs gowForm 1040 for and the Iatest information. Form 1040 (2018)
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Schedule 1

w5l Additional Income and Adjustments to Income %
R — p— P Attach to Form 1040. e
Internal Rovoroe Service o www.irs.gov/Form1040 for Instructions and the latest information. SequenceNo. 01
Name(s) shown on Form 1040 Your soclal security number
Miriam Maisel 012-34-5678
Additional 1_gb Reserved 1-9b|
lacome 10 Taxable refunds, credits, or offsets of state and local income taxes . . 10 0
N NIy meonel .. iss s cws e swd an s el cnt e Ewa e inaon iw ]V
12 Business income or (loss). Attach SchedueCorC-EZ . . . . . . . . . . ... .. .. 12 7,093
13 Capital gain or (loss). Attach Schedule D if required. If not required, check here » |_ 13
14 Other gains or (losses). Attach Form 4797 . . . . . . . . . ... .. ... ...... 14
15a Reserved . . . . ... .. ... .. ...........................|15b
T8 RoBBIVEE . .« vv covsscmn en ern P s dN s 1 Fn FTT EN R B P wE 16b
17 Rental real estate, royalties, partnerships, S corporations, trusts, etc Attach Schedule E | 17
18 Farm income or (loss). Attach Schedule F . ) . 18
19  Unemployment compensation o " . 19
20a Reseved . . . . ... ... ... ... ... ................... .||
21 Other income. List type and amount » GAMELING 21 | 1,200
22 Combine the amounts in the far right column. If you don't have any adjustments to
income, enter here and include on Form 1040, line 6. Otherwise, goto line23 . . . . . 22 8,293
Adjustments 23 Educator expenses 23 0
toIncome 54 Certain business expenses of reservists, performing artists, !
and fee-basis government officials. Attach Form 2106 . . . . . 24 0
25 Health savings account deduction. Attach Form 8889 . |25 0
26 Moving expenses for members of the Armed Forces. B
AttachForm3903 . . . . . . . ... ... ........... 26 v
27 Deductible part of self-employment tax. Attach Schedule SE . . | 27 501
28 Self-employed SEP, SIMPLE, and qualfied plans . . . . . . . 28 0
29 Self-employed health insurance deduction . |29
30 Penalty on early withdrawal of savings 30 0
31a Alimony paid b Recipient's SSN» 31a
32 IRAdeduction . ... ................. cee. | 32 0
33 Student loan interestdeduction . . . . . . . . ... ... ... 33
34 Reserved . 34
35 Reserved 35
36  Add lines 23 through 35 . . . . 36 501
KIA For Paperwork Reduction Act Notice, see your tax retum Instructions, Schedule 1 (Form 1040) 2018
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Schedule C-EZ
SCHEDULE C-EZ Net Profit From Business OMB No. 1545-0074
Departmant of the Traasury » Partnerships, joint ventures, sic., generally must fle Form 1068, Atmtivnant
Intama: Rovenue Servics (96) > Attach to Form 1040, 1040NR, or 1041, » See instructions on page 2. Sequ
Nama of proprietor ) Soclal security number (SSN)
Wanda B Psyched 010-06-0001
General Information
* Had business expenses of $5,000 or —> | *Had no employees during the year,
You may use less, * Da not deduct expenses for businees
Schedule C-EZ * Use the cash method of accounting, use of your home,
instead of » Did not have an inventory at any time * Do not have prior year unaliowed
Schedule C during the yoar, And you passhve activy losses from tha
only if you: * Did not have a net loss from your -Mral o0 | 1 to file Form 4582,
d Depreciation and Amortization, for
* Had only one busineas as either a sole this business. See the instructions for
proprietor, qualified joint venture, or Schedule C, line 13, to find out If you
statutory employee, must file.
A Principal business or profession, including product or service Enter business code (see page 2
Child Care Jolaj2]o]s]|s
C Business name. if no separate business name, leave blank. Enter your EIN (see page 2)

Psych-A-Delic Daycare I

A

Business address (iIncluding suite or room no.). Address not required [f same as on page 1 of your tax retum.
1400 Pen Circle

City, town or post office, state, and ZIP code
Anytown Wi 54444

F wmmwmmmammmnmwmw1mmhmh
Schedule C) F

.. [lves [INo
a n-vu. tidymuwilymihrqimdFm1m? = [IYes [INo
Figure Your Net Profit
1 Gross receipts. Caution: If this income was reported to you on Form W-2 and the "Statutory
employee” box on that form was checked, mwmlnhmh
Schedule C, line 1, and check here o W W G W R 6D N WO e N & E] 1 6,978 00
2 Total expenses (see page 2). If more than $5,000, you must use ScheduleC . . . . . . . [ 2 2081] 00
3 Net profit. Subtract line 2 from line 1. If less than zero, you must use Schedule C. Enter on both
Schedule 1 (Form 1040), line 12, and Schedule SE, line 2, or on Form 1040NR, line 13, and
Schedule SE, line 2 (see page 2). (Statutory employees do not report this amount on Schedule
SE, line 2.) Estates and trusts, enteronForm 1041,line3.. . . . . . . . . . . . . . | & 4897| 00

Information on Your Vehicle. Complete this part only if you are claiming car or truck expenses on line 2.

4

7

When did you place your vehicle in service for business purposes? (month, day, year) »

04/05/2015

Of the total number of miles you drove your vehicle during 2018, enter the number of miles you used your vehicle for:

0

Was your vehicle available for personal use during off-duty hours? . .
Do you (or your spouse) have another vehicle available for personal use? .

__b H*Yes," s the evidence written? . .

[1Yes [INo
[ves [INo

. . [EYes [INo
[JYes [INo

r«wmum-nmmnrmcmm Cat. No. 14374D

Schedule C-EZ (Form 1040) 2018
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Schedule C

SCHEDULEC Profit or Loss From Business I
(Form 1040) (Sole Proprietorship) 201 8
DOparInest o e Thossy » Go to www.irs.gov/ScheduleC for i and the latest information. Aok
irtomal Hovonue Serace (U4) » Attach to Form 1040, 1040NR, or 1041; partnerships generally must file Form 1065, seqmnce o 08
Name of propristor Social security number (S8N)
Miriam Maisel 012-34-5678
A Principal busi or profession, including product or service (see instructions) M-
Comedian » 711510
C Business name. If no separate business name, leave blank D Employer 1D number (EIN) (see sulr )
Marvelous Mrs. Maisel
E Business address (including suite or room no.) P
City. town or post office, state, and ZIP code
F Accountingmethod: (1) [ Cash  (2)[ | Accrual  (3)[ | Other (specity)».
G Did you "materially participate” in the operation of this business during 20187 If "No," see instructions for limit on losses
H If you started or acq this il during 2018, check here s .
| Did you make any payments in 2018 that would require you to file Form(s) 10997 (see instructions) . . . . . . .. ... ..
J If"Yes " did you or will you file required Forms 10997 . . . . . . . . . ... L L e e e e e e e
Income
1 Gross receipts or sales. See instructions for line 1 and check the box if this income was reported Lo you on a ¥ M
form W-2 and the “Statutory employee® box on that foomwas checked. . . . . . . . . .. ... ... .. > 1 10,000
2 Retumsandallowances . . . . . . . . . . ... . 2
3 Subtract line 2 from line 1 TTNITT . : 3 10,000
4 Costofgoodssold(fromline 42) . . . . . . . .. . ... ... ... 4 v
5 Gross profit. Subtract line 4 from line 3 5 10,000
6 Other income, including federal and state gasoline or fuel tax credit or refund (see instructions) . . . . . . . . 6
T Gross Income. Addlines Sand6 . . . . . . . . ... ... 7 10,000
Expenses. Enter expenses for business use of your home only on line 30.
8 Advetising .. ........ 8 2UU | 18 Office exp (see instructions) . . . | 18
9  Car and truck expenses (see <4c | 19 Pension and profi-sharing plans . . . 19
ek 2 —— 20 Rent or lease (see instructions)’
10 Commissions andfees . ... 10 | a Vehicl chinery, and equip 20a 0
11 Contract labor (see instructi 1 b Other business property | 20b
12 Depletion .. . ........ 12 21 Repairs and maintenance . . 2
3 WH&:_"“::" 179 22 Supplies (notincluded in Part 1ll) . . . | 22
m:;hpm'm:’“ 23 Taxesandlicenses . . . . ... ... 2
instructions) . . . . ... .. 13 0 | 24 Travel and meals: [
14 Employee benefit programs a Travel .. ... .. L -
(other than on line 18) . . . . . | { b Deductible meals (see
15  Insurance (other than health) 15 900 instructions) ! . |24 300
16 Interest (see instructions): 25 Utiities .. .. ............|2
a Mortgage (paid to banks, etc) _16a 26  Wages (less employment credits) . . | 28
b Other . . . ... ... ... 16b 27a Other expenses (from line 48) . . . . . 2tal 1,600
17  Legal and profi | services 17 b Reserved for futureuse . . . . . . . 27b
28 Total exp before exp for business use of home. Add lines 8 through 278 . . . . . . . . . . e | 28 4,045
29  Tentative profit or (loss). Subtract line 28 from line 7 29 5,955
30 Expenses for business use of your home. Do not report these expenses elsewhere. Altach Form 83829
unless using the simplified method (see instructions)
Simplified method filers only: enter the total square footage of (a) your home:
and (b) the part of your home used for business: . Use the Simplified
Method Worksheet in the instructions to figure the amount toenteronline 30 . . . . . . . .. .. ... ... 30 0
31 Net profit or (loss). Subtract line 30 from line 29.
* Ifaprofit, enter on both Schedule 1 (Form 1040), line 12 (or Form 1040NR, line 13) and on Schedule SE,
Hine 2. (If you checked the box on line 1, see instructions). Estates and trusts, enter on Form 1041, line 3 ] L 5,955
* Ifaloss, you must go to line 32
32  If you have a loss, check the box that describes your investment in this activity (see instructions).
* I you checked 32a, enter the loss on both Schedule 1 (Form 1040), line 12, (or Form 1040NR, 32a mummhum.
line 13) and on Schedule SE, line 2. (If you checked the box on line 1, see the line 31 instructions) nbl ] Seme & ———
Estates and trusts, enter on Form 1041, line 3 ot risk.
*  Ifyou checked 32b, you must attach Form 6198. Your loss may be kmited.
KA For Paperwork Reduction Acl Nolice, see the separate instructions. Schedule C (Form 1040) 2018
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Schedule F

SCHEDULE F
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(Form 1040 Profit or Loss From Farming -
0 p— » Attach to Form 1040, Form 1040NR, Form 1041, or Form 1086. 2©18
Imamal Revenus Service (99) » Go to www.irs.gov/ScheduleF for instructions and the latest information. Soquence No. 14
Name of proprietor Social sscurity number (SSN)
Joe Farmer 001-07-0001
A Principal crop or activity B Enter code from Part IV € Accounting method: D Employer ID number [EIN), jsee instr]
Day. Crops »lafili]1]+] | Glcen [Iaconm[o]0]1[0]1]0]0]0]1]
E Did you "materially participate” in the operation of this business during 20187 If *No,” see instructions for limit on passive losses [7] Yes [ No
F wmmwmnmammmmumm1mmw Coe . Oyes [ElNo
@ _If *Yes," did you or will you file Forms 10997 . . . P . . [JYes [JNe
Farm Income —Cash Method. WMllﬂllmm Gurplllll‘l‘l:ll.lﬂll.\dPltllnoﬂ}
1a Sales of livestock and other resale tems (see instructions) . ; 1a
b Cost or other basis of livestock or other itams reported on line 1a . 1b
¢ Subtract line 1b from line 1a . Coe 1c 0
2 mummmmmmuum R R I 2 104,781] 00
3a Cooperative distrioutions (Formis) 1099-PATR) . | 3a 23| 00| 3b Taxable 3 23] 00
4a Agrcultural program payments (see instructions). | 4a 648 00| 4b Taxable 0l 4b 548 00
b CCCloansforfeted . . . . [_I | | 8c Taxableamount | Bo
L] Qmmm-dhd-iuupmwuu
a Amount received in 2018 v . |Lea] | b Texable amount | 8b
©  If election to defer to 2019 is attached, check hers & L] 8d Amount deferred from 2017 6d
7  Custom hire (machine work) income . . . 7
8 mmmmmmmuaauuuummm .. 8 3,263
9  Gross income. Add amounts in the right column (iines 1¢, 2, 3b, 4b, 5a, 5¢, 6b, Bd, 7, and 8). lfywunlho
accrual method, enter the amount from Part Ill, line 50. See instructions . . » ] 108,615
IEI“ m—c—nnmm mmmm«mmsﬂm
10  Car and truck expenses (see 23 Pension and profit-sharing plans =
instructions). Also attach Form 4582 | 10 4103| 00| 24  Rent or lease (see instructions):
11 Chemicals . . . . . . 1 a Vehicles, machinery, equipment | 24a
12  Conservation axpanses (see instructions) | 12 b Other land, animals, eic.) . 24b
18 Custom hire (machine work) . 13 25  Aepairs and maintenance 5 1.600] 00
14 Depreciation and section 178 26 Seedsandplants. . . 28 10305 0
axpense (see instructions) . 14 7,508 00| 27  Storage and warehousing o
18  Employee benefit programs 28  Supples ] 28 9372] 00
otherthanon ine23 . . 18 29 Taxes . -] 697| 00
16 Feed . . . . 106 20200) 00/ 30  Utilitles. . . . . . . . |20 5425| 00
17 Fertilizers and lime 17 2431] 00| 31 Veterinary, breeding, and medicine | 31 3,057| 00
18 Freight and trucking . 18 900] 00] 32 Other expenses (specify).
19  Gasoline, fuel, and oil . 19 9405| 00| g Advertising a2a 168| 00
20  Insurance (other than health) 20 1687 00| B Professional fees a2b B606| 00
21 Interest (see instructions) c ' 32¢
a Mortgage (paid to banks, etc.) 21a 11846 00| d 22d
b Other . . . . . . . |21b e B 32
22  Labor hired (ess employment cradits) | 22 f 291
33  Total expenses. Add lines 10 through 321, If line 321 is negative, seainstructions . . . . . . . P | 33 88,511 0
34  Net farm profit or loss). Subtract line 33 from line @ . TS 19,104 00
H-Mmmm—mummmﬁ:mwnumu
35  Reserved for future use.
38  Check the box that describes your invastment in this activity and see instructions for where to report your loss.
a_[] Alinvestment is at risk. b_[] Some investment is not at risk.
For Paperwork Reduction Act Notice, see the separate instructions. Cat. No. 11346H Schedule F (Form 1040) 2018
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Form

4797

4797 Sales of Business Property OMB No. 1545-0184
W m1nmm 2©18
Department Tromsury » Attach to tax retum. Attachment
mnn:u:-m ruummﬁmmhmm Sequence No. 27
Name{s) shown on retum Tdentitying number
Joe Farmer 001-01-0001
1 Enter the gross proceeds from sales or exchanges reported to you for 2018 on Form(s) 1009-B or 1089-S (or
mwmmnmmmzwummm § Ga 1
m«wummm-m«m-mmmmm
Than Casualty or Theft—Most Property Held More Than 1 Year (see instructions)
{a) Description {b) Date () Date soki (d) Gross o iy "&Tﬂ' m;m
of property (mo.cay,yr}) | (mo., day,yr) sales prics siowsblesince | improvements and | - Tl 0
aogLBon exporse of sale
3 Gain, if any, from Form 4884, line 39 . . 3
4 smmummmmmmmmmnasasr 4
§ Section 1231 gain or (loss) from like-kind exchanges from Form B824 . 5
8 Gain, if any, from line 32, from other than casuaity or theft . 8
T muzwammm«mmmmmmn-m o @ 7
Partnerships and S corporations. Report the gain or Mmmmr«mimmm
line 10, or Form 11208, Schedule K, line 9. Skip lines 8, 8, 11, and 12 below.
Individuais, partners, S corporation shareholders, and all others. If line 7 is zero or a loss, enter the amount from
line 7 on fine 11 below and skip lines B and 0. If line 7 is a gain and you didn't have any prior year section 1231
losses, or they were recaptured in an earller year, enter the gain from line 7 as a long-term capital gain on the
Schedule D filed with your retum and skip lines 8, 8, 11, and 12 below.
8 Nonrecaptured net section 1231 losses from prior years. See instructions . . . . . 8
9 Subtract line 8 from line 7. if zero or less, enter -0-. nnshmmhwmu?mmmm If line
9 is more than zero, mhmmmnuwnwm-umwwmnn-nwm
on the Schedule D filed with your return. See instructions . PR 9
Ordinary Gains and Losses (see |
10 Ordinary gains and losses not included on lines 11 through 16 (include proparty held 1 year or less):
Caifs 4118 112018 1,800.00 497.00 0 1,303.00
11 Loss, if any, fromline 7 . . 1 )
12 Mnmmurummnuw e e e e e e e e |12
13 Gan, Hany,fromined31 . . . . T A E A R E e
14  Net gain or (loss) from Form 4684, !m-:u-ndmn : 14
18 Ordinary gain from instaliment sales from Form 8252, lmzaorsu 18
16 Ordinary gain or (loas) from like-kind exchanges from Form 8824 16
17 Combine lines 10 through 16 . 17 1,303.00
18 qummtdvﬁummhmmhnh!?wﬁnwwhdmmmwm:
and b below. For individual retums, complete lines a and b below.
a If the loss on line 11 Includes a loss from Form 4684, line 35, column (b(i), enter that part of the loss here. Enter the ioss
from income-producing property on Schedule A (Form 1040), line 16. (Do not include any loss on property used as an
employee.) identify as from “Form 4797, line 184" See Instructions . . . 18a
bmumwnnmnnmnmnnmhmaum-umsummm-.m,nu 180
For Paperwork Reduction Act Notice, see seperate instructions. Gat. No. 130861 Form 4797 2018
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Schedule E

SCHEDULEE Supplemental Income and Loss | OMBHo. 16460074
(Form 1040) (From rental real estate, royalties, partnerships, S corporations, estates, trusts, REMICs, etc.) 201 8
O p—— » Attach to Form 1040, 1040NR, or Form 1041, e
Pemal Revenus Sevice (89) B Go to www.irs gov/Schedulek for instructions and the latest information. seamceo 13
Name(s) shown on return |Yuﬂmm
Drew Scott 001-06-0001
[Partl | Income or Loss From Rental Real Estate and Royalties  Note. ifyou are in the business of renting persanal property, use
Schedule C or C-EZ (see instructions). If you are an individual. report farm rental income or loss fom Form 4835 on page 2. line 40.
A Did you make any payments in 2018 that would require you to file Form(s) 10997 (see instructions) [—]Y., T]m.
B If “Yes,” did you or will you file all required Forms 10997 [1yes [ Ino
1a| Physical address of each property (sireel, city, state, ZIP code)
A
B|422 E main Anytown WI 54444
€]1701 Washington St Anytown WI 54444
Type of Property propert Fair Rental Personal Use
L. _mum] . ::;::Tepr:‘lul:'ltem'd ilirre!'lt“:lI :rdld Days Days v
Al © p | use days. Check the QUV box A 0 0
B| 1 u'lyﬂymmeamermh‘mmstoﬁen B 344 0
c| 1 QNSO R VeniRire. 50 c 365 0 u
Type of Property:
1 Single Family Residence 3 Vacation/Short-Term Rental 5 Land 7 Seif-Rental
2 Multi-Family Residence 4 Commercial 6 Royalties 8 Other (describe)
Income: | Properties: A | B | c
3 Rents received LA Es AN Ea 3 16,500 16,800
4 Royalties received o o 4 12,000 0 0
Expenses:
5 Advertising . . . . ... ... 5 0 400 400
6 Auto and travel (see instructions) . . . . . . ... .. ... 6 0 0 0
7 Cleaning and maintenance . . . . . . . . . . sscacen e LT 0 600 0
8 Commissions . .. .. ................ .. |8 0 | 0 | 0
9 Insurance . . . . . - 0 850 520
10 Legalandomerprdmlfees _______________ 10 1,900 | 300 | 0
11 Management fees o N R | 0 0 0
12 Mortgage mtenstpmdtobanh efc. (m mctruchons) C 112 0 3,622 3,206
13 Otherinterest . . . . . . . . . ... 12 0 0 0
14 Repairs . . . . . 14 0 480 600
15 Supplies 115 0 0 0
16 Taxes . .= . . S o 16 0 2,950 3,150
17 Utiities . . . . .. ... T X 4 0 280 0
18 Depreciation expense or depletion . . . . . . . ... ... . |18 0 6,029 7,636
19 Other (list) » _ Legal Fees 19 2,300 C 0
20 Total expenses. Add linesSthrough19 . . . . . . . o |20 4,200 | 15,511 | 15,512
21 Subtract line 20 from line 3 (rents) and/or 4 (royalties). If
resultis a (loss), see instructions to find out if you must 21 7,800 989 1,288
fleForm6198 . . . . . . . . . . ... ... ... ... ...
22 Deductible rental real estate loss after limitation, if any,
on Form 8582 (see instructions) . . . . . . ... ... ... 22 |( ) |( 0) | (
23a Total of all amounts reported on line 3 for all rental properties . . . . . . . .. .. [23a 51,250
b Total of all amounts reported on line 4 for all royalty properties . . . . . . . ... |23b 12,000
¢ Total of all amounts reported on line 12 for all properties o 23 3,322
d Total of all amounts reported on line 18 for all properties . . . . . . . ... ... 23d 22,001
e Total of all amounts reported on line 20 for all properties . . . . . . . . . ... |28e 61,452
24 Income. Add positive amounts shown on line 21. Do not include any losses . . . 24 11,046
25 |Losses. Add royalty losses from line 21 and rental real estate losses from line 22. Enmtmlmu!here 25 9,248)
26 Total rental real estate and royalty income or (loss). Combine lines 24 and 25. Enter the result
here. If Parts |1, IIl, IV, and line 40 on page 2 do not apply to you, also enter this amount on
Schedule 1 (Form 1040), line 17, or Form 1040NR, line 18. Otherwise, include this amount in the
2 Worksheet Att. 26 1,798
m—m“"i"’r“.;?“'m;‘?«’lmm Act Notice, see the separate Instructions. Schedule E (Form 1040) 2018
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Schedule E (Form 1040) 2018 Attachment No. 13 Page 2
Name(s) shown on return. Do not enter name and social security number if shown on page 1. Your social security number
Jake D Thompscn 013-07-0001

Caution. The IRS compares amounts reported on your tax return with amounts shown on Schedule(s) K-1.
Income or Loss From Partnerships and S Corporations — Note: If you report a loss, receive a distribution, dispose of
stock, or receive a loan rep ent from an you must check the box in column (e) on line 28 and attach the required basis
crrom‘h'lHywmpﬂlmiwanatmkmbm-wmmnullﬂﬂywrrmmmebwhodurmmm
line 28 and attach Form 6188 (see instructions).
27  Are you reporting any loss not allowed in a prior year due to the at-risk, excess farm loss, or basis limitations, a prior year
unallowed loss from a passive activity (if that loss was not reported on Form 8582), or unreimbursed partnership expenses? If

you answered “Yes,” see instructions before completing thissection . . . . . . . .. ... .. ... .. .. ]:['I'n Iln
pacaarnp:8 | bwogn | | (dwbdsaton | bess compuiston | ary smovet
Name ership: 8 amount is
- id nﬁ"‘,’- w number am ok at rigk
Al T & J Construction P 39-0123456
B| Guaranteed Payments E 39-0123456
c
D
Passive Income and Loss Nonpassive Income and Loss
Passive loss allowed Passive income Nonpassve loss Section 179 expense N income
tn!hmuuim i.:mmm pﬂn!d::l“ﬂ{-l &mmmm "‘l...."ﬁs"'é.‘..u.i
A 422 13,166
B 8,000
c
D
29a Totals 21,466
bTotals[ 0| 0 422
30 Addcolumns(h)and () ofliNe@29a . . . . . . . .. ... ... 30 LT
31 Addcolumns (g), (i), and () of ine20b . . . . . . .. 31 422 )
32 Total partnership and S ration income or (loss). Combine lines30and 31, . 32 21,044
Income or Loss From Estates and Trusts
a3 (a) Name uu:'mw
A
B
Passive Income and Loss Nonpassive Income and Loss
(c) Passive deduction or loss allowed (d) Passive income (#) Deduction or loss (1) Other income from
(attach Form 8582 if required) from Schedule K-1 #om Schedule K-1 Schedule K-1
A
L1
34a Totals 9 0
b Totals 0
35 Addcolumns (d)and (Hofline34a . . . . . . . . .. ... ... 35 | o
36 Addcolumns(c)and (e)ofline34b . . . . . . . . ... 36 | ( 0
37 Total estate and trust income or (loss). Combine lines35and3. . ar 0
Income or Loss From Real Estate Mortgage Investment Conduits (REMICs)—Residual Holder
(b) Employer identifcation Excess inclusion kom | (¢ Taxable income (net loss) {€) Income fFrom
38 (8 Name number oy mﬁ&:‘;?" rom Schedules Q, ine 1b Schedules Q, fine 3b
0 0 0
Combine columns (d) and (e) only. Enter the result here and include in the total on line 41 below 0
- Summary
40 Net farm rental income or (loss) from Form 4835, Also, complete line 42below . . . . . . . . . 40 0
41 Total income or (108S). Comone knes 26,32 31 39, and 40 Enter the result hers and on Scheaue 1 (Form 1040), e 17, .
or Form 1080NR, kne 18 4 21,044

42 Reconciliation of farming and fishing Income. Enter your gross
farming and fishing income reported on Form 4835, line 7, Schedule K-1
(Form 1065), box 14, code B; Schedule K-1 (Form 11208), box 17, code
AC; and Schedule K-1 (Form 1041), box 14, code F (see instructions) . . . .
43  Reconciliation for real estate professionals. If you were a real estate
professional (see instructions), enter the net income or (loss) you reported
anywhere on Form 1040 or Form 1040NR from all rental real estate activities

in which you materially participated under the passive activity lossrules . . . | 43
Kia

Schedule E (Form 1040) 2018
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K-1 for Partnerships

651118
[ Final K-1 T Amended K-1 OMB No. 15450123
Schedule K-1 20 1 8 ear
(Form 1065) B\ Deductions, Credits, and Other Items
Department of the Treasury 1 Ordnary business moome (loss) 15  Credits
Inlernal Reverue Sarvice For calondar yoar 2018, or tax year 13.466.00
Laesprarnrng i / + 2018 | endig | ] ] 2 Netrental 1eal estate income foss)
Partner's Share of Income, Deductions, -
cmm' “c. P Ses back of form and separste 3 Other nel rental mcome Jloss) 16  Foreign transachons
Information About the Partnership 4 Guwanteed payments
A Panerstup's employer sdentification numbe 8,000.00
39-0123456 5 Interest ncome

B Patneship’s name, address, city, state, and ZIP code

Ga Ordnary dmdends
T & J Construction

458 E Stud Pkwy @  Qualihed dvidends
Anytown WI 54444

€ HS Cenler whese partnesshap Sled retun 6c  Dmidend equivalents
D [ Checkit this is a pubdicly traded partnership TP T Royates

XX Tnformation About the Partner T =TT =

E  Partnes’s sdentityng numbes
013-07-0001 Ba  Netlong-term capital gan Joss)
F  Partne’s nama, address, aty, state, and ZIP code

b Collectbles (28%) gan (loss)

Jake Thompson
512 S Spring Dr B¢ Unvecaptured section 1250 gan 18 Tax-exempt mcome and
Anytown WI| 54807 IENGSCACIEN Mpanbe
G [X] Genersl partner or LLC ] Limitod partner or other LLC 10 Net section 1231 gain floss)

memnber-manager meambes
W[ Domeshic partne ] Foresgn partne: 11 Other income (lossh

1 What type of enlity is this pariner?  Active Individual
12 I thes partnes is a retvement plan (RAVSER/ Keogh/elc ), check here L 19 Destributions

J  Parines's share of probl, loss, and capial (see nstrochions):
Beginning Ending
Prott “% % 12 Section 179 deduction

Loss 422| 20 Other information

Caputal

13 Othes deductions

2|2
&|*

K Parinest's share of kabslitves:
Beginni Endi
Nowecouse . . § L)

Ouish e nonrecourn se

fmancng . § s 14 Selt-employment samings loss)
Rocourse $ 8
L Parines s capital account analysas:
Deginning capital account
Captal contribatod dunng the yoar
Cusrent yem ncrease (decrease)
Withdrawals & distnbutions
Ending capital account

*See attached statement for additional information.

LB " B

[ Tax basis O amp [ section 704(b book
D Other (explam)

For IRS Use Only

M [nd the partnes contribute property with a built-in gain or loss?
U Yes . Ne
W “Yes,” attach stalement (see instructions)

For Paperwork Reduction Act Notice, see Instructions for Form 1065, www irs goviForm 1065 Cat. No. 113041 Schedule K-1 [Form 1065) 2018
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K-1 for S-Corporations

671117
_| Final K-1 __| Amended K-1 OMB No. 1545-0123
Schedule K-1 2@18 Part Il ole of C Year Income,
(Form 11208) Deductions, Credits, and Other Items
LpE St Dty For calendar year 2018, or taxysar | 1 | Or@nary business income (oss) | 13 | Credits
9,200.00
bogiwing (01 7 017 | ending [ 12/ 31/ 2018 | | 2 |Netrental real sstate income fose)
Shareholder’s Share of Income, Deductlons, 3 | Other et rerital income (loss)
Credits, etc. » Ses beck of form and sep
4 | Interest income
Information About the Corporation
A Corporation's employer identification number Sa | Ordinary dividends
39-0000001 ]
B Corporation’s name, address, city, state, and ZIP code 8b | Qualified dvidends 14 | Foreign tramsactions
Goldberg Productions
1980 48th St 8 | Royaities
Anytown W1 54444 4 .400.00
7 | Net short-term caphal gain (las)
C  IRS Center where corporation filed retum Ba | et long-term capital gain joss) |
Cincinnati
Bb | Collectibies (28%)
Information About the Shareholder ounboss
D Sharehoider's identifying number 8¢ | Unrecapturad section 1250 gain
001-07-1001
E Shareholder's name, address, city, state, and ZIP code 9 | Net section 1231 gain floss)
Adam F. Goldberg
10 Hewey Lewis Ln 730 [ Other income floss) 15 | Aomalive minimum tax (AMT) fems
Anytown W1 53807
F Sharsholder's parcentage of stock
11 | Gection 179 deduction 18 lerr affacti g shareho der bas.s
12 | Other deductions
2
S
2
X 17 | Other Information
w
* See attached statement for additional information.

For Paperwork Reduction Act Notice, see the Instructions for Form 11208,  www.irs.gowForm11205

Cat. No. 115200 Schedule K-1 (Form 11208) 2018
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Exercises

The following are several Tax exercises. All tax forms are fictional
as well as all content included on the forms. Any similarity to a
living person is purely coincidental.
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