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10 Things to Know About Capital Gains

Did you know that almost everything you own and use for personal or investment purposes is a capital
asset? Capital assets include a home, household furnishings and stocks and bonds held in a personal
account.

When you sell a capital asset, the difference between the amount you paid for the asset and its sales
price is a capital gain or capital loss. Here are 10 facts you should know about how gains and losses can
affect your federal income tax return.

1. Almost everything you own and use for personal purposes, pleasure or investment is a capital asset.

2. When you sell a capital asset, the difference between the amount you sell it for and your basis --
which is usually what you paid for it -- is a capital gain or a capital loss.

3. You must report all capital gains.
4. You may only deduct capital losses on investment property, not on personal-use property.

5. Capital gains and losses are classified as long-term or short-term. If you hold the property more than
one year, your capital gain or loss is long-term. If you hold it one year or less, the gain or loss is short-
term.

6. If you have long-term gains in excess of your long-term losses, the difference is normally a net capital
gain. Subtract any short-term losses from the net capital gain to calculate the net capital gain you must
report.

7. The tax rates that apply to net capital gain are generally lower than the tax rates that apply to other
income. For 2012, the maximum capital gains rate for most people is 15 percent. For lower-income
individuals, the rate may be 0 percent on some or all of the net capital gain. Rates of 25 or 28 percent
may apply to special types of net capital gain. These rates are set to expire on December 31, 2012.
Starting in 2013 the maximum rate is scheduled to increase to 20 percent (10 percent for taxpayers in
the 15% bracket).

8. If your capital losses exceed your capital gains, you can deduct the excess on your tax return to reduce
other income, such as wages, up to an annual limit of $3,000, or $1,500 if you are married filing
separately.



9. If your total net capital loss is more than the yearly limit on capital loss deductions, you can carry over
the unused part to the next year and treat it as if you incurred it in that next year.

10. In 2011, a new form was introduced (Form 8949, Sales and Other Dispositions of Capital Assets) to
calculate capital gains and losses and list all capital gain and loss transactions. Subtotals are then carried
over to Schedule D (Form 1040), where gain or loss is calculated.

The best strategies for business and personal growth and success are specific to your business and
personal situation. Your plan must be tailored to fit your unique circumstances. Contact Lanter,
Leonardo & Levy for a no obligation consultation on building and preserving the company and wealth
you have worked so hard to achieve.

Call Alex Leonardo or Rick Captain today at 561-998-7770



