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Qualified	dividends	worksheet

Navigating	tax	forms	can	be	daunting,	especially	when	dealing	with	investments.	The	Qualified	Dividends	and	Capital	Gain	Worksheet	is	vital	for	taxpayers	aiming	to	optimize	their	tax	liabilities	on	investment	income.	This	worksheet	calculates	taxes	owed	on	qualified	dividends	and	capital	gains,	which	often	enjoy	lower	rates	than	ordinary	income.
Effectively	utilizing	this	tool	ensures	compliance	and	can	reduce	tax	burdens.	By	understanding	its	components,	individuals	can	better	manage	their	finances	during	tax	season.	Dividends	That	Meet	Qualification	Qualified	dividends	are	a	category	of	dividends	that	receive	preferential	tax	treatment,	distinct	from	ordinary	dividends.	To	qualify,	these
dividends	must	be	paid	by	a	U.S.	corporation	or	a	qualified	foreign	corporation,	and	the	investor	must	meet	specific	holding	period	requirements.	The	holding	period	requires	the	investor	to	hold	the	stock	for	more	than	60	days	during	the	121-day	period	that	begins	60	days	before	the	ex-dividend	date.	This	ensures	a	genuine	stake	in	the	company
rather	than	short-term	trading	to	capture	dividends.	The	tax	advantage	of	qualified	dividends	comes	from	their	alignment	with	long-term	capital	gains	tax	rates,	which	are	lower	than	ordinary	income	rates.	For	the	2024	tax	year,	these	rates	are	0%,	15%,	or	20%,	depending	on	income	level.	For	example,	an	investor	in	the	22%	ordinary	income	tax
bracket	could	significantly	reduce	tax	liability	by	ensuring	dividends	are	classified	as	qualified.	Distinguishing	Short	Term	From	Long	Term	Gains	The	distinction	between	short-term	and	long-term	capital	gains	is	key	for	optimizing	tax	liabilities.	Short-term	gains,	from	assets	held	one	year	or	less,	are	taxed	at	ordinary	income	rates,	which	can	reach
37%	for	the	highest	income	bracket	in	2024.	Long-term	gains,	from	assets	held	over	a	year,	benefit	from	lower	rates	of	0%,	15%,	or	20%,	depending	on	income.	This	tax	treatment	encourages	long-term	investment	strategies.	For	instance,	someone	in	the	24%	tax	bracket	would	pay	less	tax	on	a	long-term	gain	compared	to	a	short-term	gain	of	the
same	amount.	Timing	asset	sales	carefully	can	improve	tax	efficiency	and	portfolio	outcomes.	Key	Steps	in	the	Worksheet	The	Qualified	Dividends	and	Capital	Gain	Worksheet	helps	taxpayers	calculate	tax	liabilities	on	investment	income.	Following	its	steps	ensures	compliance	and	may	minimize	tax	burdens.	Reporting	Qualified	Dividends	Accurate
reporting	of	qualified	dividends	is	the	first	step.	These	dividends,	subject	to	preferential	tax	rates	under	the	Internal	Revenue	Code	(IRC),	must	meet	qualification	criteria,	including	the	holding	period.	Taxpayers	should	refer	to	Form	1099-DIV	for	details	on	qualified	dividends	received	and	verify	this	information	against	brokerage	statements	to	avoid
discrepancies.	Errors	in	reporting	can	lead	to	penalties	under	IRC	rules	for	negligence.	Including	Capital	Gains	Including	capital	gains	requires	distinguishing	between	short-term	and	long-term	gains.	Taxpayers	should	consult	Form	1099-B,	which	provides	necessary	details	such	as	acquisition	and	sale	dates	to	determine	holding	periods.	Long-term
gains,	taxed	at	lower	rates,	must	be	separated	from	short-term	gains,	which	are	taxed	as	ordinary	income.	Additionally,	taxpayers	should	account	for	any	capital	loss	carryovers	from	previous	years,	which	can	offset	gains	and	reduce	taxable	income.	Aggregating	Amounts	After	reporting	qualified	dividends	and	capital	gains,	the	next	step	is
aggregating	these	amounts.	This	involves	summing	qualified	dividends	and	long-term	capital	gains	to	determine	the	total	subject	to	preferential	tax	rates.	Taxpayers	must	also	calculate	the	net	capital	gain,	which	is	the	excess	of	net	long-term	capital	gain	over	net	short-term	capital	loss.	Including	capital	loss	carryovers	is	critical,	as	these	can
significantly	affect	the	final	figure.	Determining	Applicable	Tax	Rates	The	final	step	is	determining	the	applicable	tax	rates	for	qualified	dividends	and	capital	gains.	These	rates,	set	at	0%,	15%,	or	20%,	depend	on	taxable	income	and	filing	status.	Taxpayers	should	consult	IRS	tax	rate	schedules	to	identify	the	correct	rate	and	consider	the	potential
impact	of	the	Net	Investment	Income	Tax	(NIIT),	which	adds	a	3.8%	tax	on	certain	investment	income	for	high	earners.	Integration	With	Tax	Returns	Integrating	the	results	of	the	Qualified	Dividends	and	Capital	Gain	Worksheet	into	tax	returns	requires	precision.	Calculated	figures	must	be	transferred	to	the	appropriate	sections	of	Form	1040,	the
U.S.	Individual	Income	Tax	Return.	Schedule	D	(Form	1040)	is	essential	for	summarizing	capital	gains	and	losses,	while	the	worksheet	ensures	accurate	calculation	of	taxes	on	qualified	dividends	and	capital	gains.	Taxpayers	should	also	consider	how	these	figures	interact	with	other	elements	of	their	tax	return.	For	example,	the	Alternative	Minimum
Tax	(AMT)	may	apply	to	high-income	individuals	or	those	with	significant	capital	gains.	The	AMT	recalculates	income	using	separate	rules,	potentially	increasing	tax	liability.	Additionally,	taxpayers	should	evaluate	the	interaction	with	tax	credits,	such	as	the	Foreign	Tax	Credit	(FTC),	which	offsets	taxes	paid	to	foreign	governments.	Regardless	of
country	and	continent,	all	individuals	must	report	their	income	and	expenses	to	the	relevant	departments	for	tax	purposes.Different	countries	have	varying	tax	rules,	laws,	tax	rates,	and	income	heads	for	defining	revenues	from	different	sources.For	instance,	the	income	from	salary	is	for	employed	individuals,	and	salary	is	their	main	source	of	income.
Income	from	property	is	for	the	people	who	have	rented	their	property	and	get	revenues.Capital	gains	are	for	those	who	sell	property,	plant,	or	any	fixed	assets	resulting	in	a	profit	as	different	from	market	value	and	book	value.Similarly,	investors	in	stocks	and	shares	are	entitled	to	report	their	dividend	incomes	and	pay	a	certain	amount	of	tax	on
their	dividend	income.In	this	article,	we	will	be	talking	about	qualified	dividends	and	capital	gain	tax	for	the	U.S	tax	filers.	We	will	answer	questions	about	qualified	dividends	and	how	can	the	worksheet	for	reporting	dividends	and	capital	gain	can	be	downloaded.	So	let’s	get	into	it.A	qualified	dividend	is	the	Internal	Revenue	Code	assigned	to	certain
types	of	dividends	that	are	taxable	as	per	IRS.	A	qualified	dividend	is	described	as	a	dividend	from	stocks	or	shares	taxed	on	capital	gain	tax	rates.These	tax	rates	are	lower	than	the	income	tax	rate	on	ordinary	or	unqualified	dividends.	The	tax	rates	on	ordinary	dividends	are	the	same	as	the	tax	rates	on	income	from	salary	or	wages.The	definition	and
description	of	a	Qualified	dividend	depend	on	the	company	in	which	the	tax	filer	has	invested.Besides,	the	period	for	which	stocks	have	been	held	is	also	factored	in.	So,	we	can	say	that	there	are	three	criteria	to	declare	an	ordinary	dividend	as	a	qualified	dividend:Dividends	must	be	from	the	shares	of	domestic	corporations	or	certain	qualified	foreign
corporations.The	tax	filer	must	have	kept	the	shares	for	a	minimum	holding	period	as	defined	by	the	tax	authority.An	additional	requirement	is	that	the	shares	must	be	unhedged.	It	means	that	there	have	been	no	short	sales,	put,	calls,	etc.,	associated	with	the	shares	for	the	holding	period	as	reported	by	the	tax	filer.The	calculation	of	the	holding
period	for	stocks	and	shares	can	confuse	many.	Therefore,	we	have	tried	to	simplify	it.The	holding	period	is	the	total	time	during	which	the	tax	filer	directly	held	the	shares,	or	had	them	in	a	mutual	fund.	The	number	of	days	are	calculated	must	include	the	day	funds	were	disposed	of.	It	should	not	include	the	day	when	the	stocks	were	acquired.The
holding	period	requirements	for	different	stocks	and	shares	are	as	follows:Stock	–If	a	tax	filer	has	directly	held	the	shares,	he	must	have	held	the	unhedged	shares	for	a	minimum	of	61	days	out	of	a	121-day	period	starting	60	days	prior	to	the	ex-dividend	date.In	the	case	of	preferred	stocks,	the	tax	filer	must	have	held	the	shares	for	a	minimum	of	91
days	out	of	a	181-day	period	starting	ninety	days	prior	to	the	ex-dividend	date.Hedge	Funds	–	minimum	61	days	out	of	a	121-day	period	starting	60	days	prior	to	the	ex-dividend	date	for	unhedged	security.	The	tax	filer	must	have	held	the	applicable	share	for	61	days	out	of	a	121-day	period.For	preferred	stock,	the	holding	period	must	be	a	minimum	of
91	days	out	of	a	181-day	period	starting	ninety	days	prior	to	the	ex-dividend	date.Capital	gain(or	losses)	can	be	defined	as	the	profit	on	the	sale	of	fixed	assets	for	more	than	your	adjusted	basis.The	capital	gains	are	taxed	at	the	same	rates	as	ordinary	income	rates.	The	difference	is	treated	as	a	capital	loss	if	you	sell	a	fixed	asset	for	less	than	the
adjusted	basis.	However,	the	long-term	capital	gains	are	subject	to	lower	tax	rates.Now,	what	is	Qualified	Dividend	and	Capital	Gain	Tax?IRS	defines	short-term	and	long-term	capital	gains.	It	can	be	defined	as	the	capital	gain	tax	rate	for	long-term	gains.	Long-term	capital	gain	is	defined	as	when	you	have	held	an	asset	for	more	than	one	year	before
disposing	of	it;	the	gain	or	loss	will	be	treated	as	long-term.The	qualified	dividends	and	long-term	capital	gains	are	taxed	at	a	rate	lower	than	the	ordinary	income	tax	rates.	Similarly,	if	investment	in	stocks	or	mutual	funds	meets	all	requirements	in	addition	to	the	minimum	holding	period,	the	dividend	is	taxed	on	the	long-term	capital	gain	tax
rate.Here	are	the	tax	rates	for	Qualified	Dividends	and	Capital	Gain:2021	Qualified	Dividend	Tax	RateFor	Single	TaxpayersFor	Married	Couples	Filing	JointlyFor	Heads	of	Households0%Less	than	$40,000Less	than	$80,800Less	than	$54,10015%$40,401	–	$445,850$80,801	–	$	501,600$54,101	–	$473,75020%$445,851	or	higher$501,601	or
more$473,750	or	more2022	Qualified	Dividend	Tax	RateFor	Single	TaxpayersFor	Married	Couples	Filing	JointlyFor	Heads	of	Households0%Less	than	41,675Less	than	83,350Less	than	$55,80015%$41,675	–	$459,750$83,351	–	$517,200$55,801	–	$488,50020%$459,751	or	more$517,201	or	more$488,501	or	moreThe	worksheet	is	part	of	Form	1040
which	is	mandatory	for	every	individual	tax	filer	as	well	as	joint	filers.	The	worksheet	has	27	lines,	and	all	fields	must	be	filled	according	to	relevant	information.	Tax	filers	with	qualified	dividends	and	capital	gains	have	to	fill	the	relevant	worksheet.	It’s	Line	11a	of	Form	1040.Related	article		Understanding	the	Form	1095-C	Guide	for	EmployeesYou
can	check	the	sample	of	the	worksheet	here:Qualified	Dividends	and	Capital	Gain	Tax	WorksheetSince	the	worksheet	is	part	of	Form	1040,	it	can	be	downloaded	from	the	official	website	of	the	IRS.	It’s	very	simple	to	download	the	form	in	these	simple	steps:Visit	the	official	website	of	IRS.gov.Go	to	Tax	FormsDownload	the	relevant	form(Form	1040)	in
this	case.No	taxpayer	entitled	to	the	dividend	income	on	stocks	or	mutual	funds	held	is	exempt	from	filing	the	Qualified	Dividends	and	Capital	Gain	Tax	Worksheet.	The	dividend	receivers	can	fill	the	worksheet	instead	of	Schedule	D.The	worksheet	is	a	part	of	Form	1040	that	is	mandatory	for	all	the	tax	filers.	Therefore,	you	will	fill	out	the	worksheet
and	send	it	along	with	your	Form	1040	before	the	due	date.The	purpose	of	the	Qualified	Dividends	and	Capital	Gain	Tax	Worksheet	is	to	report	and	calculate	tax	on	capital	gains	at	a	lower	rate(applied	for	long-term	capital	gains(losses)).	Every	income	category	must	be	calculated	separately	because	the	ordinary	tax	rate	is	not	applied	to	the	qualified
dividends.Form	1040,	Form	2555,	and	Form	2555-EZ	are	closely	related	to	the	Qualified	Dividends	and	Capital	Gain	Tax	Worksheet.	The	information	reported	in	these	forms	is	required	for	filing	the	worksheet.Read	the	instructions	and	carefully	fill	out	the	worksheet.	The	worksheet	has	27	lines	representing	different	information	asked	by	the	IRS.The
tax	filers	are	required	to	fill	all	the	lines	by	doing	calculations	and	extracting	information	from	other	forms.	You	must	have	all	the	necessary	forms	when	filling	out	the	worksheet	for	quick	access	to	the	required	information.We	have	discussed	everything	related	to	the	dividends,	qualified	dividends,	and	capital	gains	from	a	tax	perspective.	Besides,	we
have	tried	to	cover	everything	necessary	to	be	known	by	tax	filers	when	they	opt	to	fill	the	Qualified	Dividend	and	Capital	Gain	Tax	Statement	instead	of	Schedule	D	during	tax	return	filing.	A	Qualified	Dividends	and	Capital	Gain	Tax	Worksheet	is	a	financial	tool	used	by	taxpayers	to	accurately	calculate	the	tax	owed	on	qualified	dividends	and	long-
term	capital	gains,	which	are	subject	to	preferential	tax	rates	lower	than	those	of	ordinary	income.	This	worksheet	is	typically	used	in	conjunction	with	IRS	form	filings,	like	the	1040	income	tax	return,	to	apply	the	correct	rates—0%,	15%,	or	20%—based	on	the	taxpayer’s	income	level,	filing	status,	and	the	amounts	of	qualified	dividends	and	capital
gains	received.	It	ensures	that	taxpayers	can	efficiently	compute	their	tax	liabilities,	taking	advantage	of	available	tax	savings	on	investment	income	and	aiding	in	thorough	tax	compliance	and	financial	planning	How	to	Create	a	Qualified	Dividends	and	Capital	Gain	Tax	Worksheet?	■	Gather	Financial	Documents:	Collect	all	relevant	financial
statements,	including	1099-DIV	forms	for	dividends	and	1099-B	forms	for	capital	gains.	■	Determine	Filing	Status:	Identify	your	filing	status	(single,	married	filing	jointly,	etc.),	as	it	affects	the	income	thresholds	for	different	tax	rates.	■	List	Income	Amounts:	Record	the	total	amounts	of	qualified	dividends	and	net	capital	gains	on	the	worksheet.	■
Calculate	AGI:	Compute	your	Adjusted	Gross	Income	(AGI)	using	your	total	income	and	any	allowable	adjustments.	■	Deduct	Allowances:	Subtract	any	standard	or	itemized	deductions	from	your	AGI	to	determine	your	taxable	income.	■	Apply	Tax	Rates:	Use	the	current	IRS	tax	brackets	to	apply	0%,	15%,	or	20%	tax	rates	to	your	qualified	dividends
and	capital	gains	based	on	your	taxable	income.	■	Sum	Total	Tax	Due:	Calculate	the	total	amount	of	tax	owed	by	adding	the	tax	from	qualified	dividends,	capital	gains,	and	any	other	income.	■	Review	and	Finalize:	Double-check	all	calculations	for	accuracy	and	ensure	compliance	with	the	latest	IRS	guidelines.	Why	Use	Qualified	Dividends	and
Capital	Gain	Tax	Worksheet?	✔		Accuracy	in	Tax	Calculation:	The	worksheet	helps	ensure	that	taxes	on	qualified	dividends	and	capital	gains	are	calculated	accurately,	applying	the	correct	preferential	tax	rates.	✔		Tax	Savings:	By	accurately	applying	lower	tax	rates	to	qualified	dividends	and	capital	gains,	taxpayers	can	maximize	their	tax	savings.	✔	
Compliance	with	IRS	Regulations:	The	worksheet	guides	taxpayers	through	the	IRS’s	required	process	for	reporting	and	paying	taxes	on	investment	income,	ensuring	compliance	with	federal	tax	laws.	✔		Simplifies	Complex	Calculations:	The	worksheet	breaks	down	complex	tax	computations	into	simpler	steps,	making	it	easier	for	taxpayers	to
understand	and	calculate	their	tax	liabilities.	✔		Helps	in	Financial	Planning:	Understanding	and	utilizing	the	tax	advantages	for	qualified	dividends	and	capital	gains	can	aid	taxpayers	in	making	more	informed	financial	decisions	regarding	their	investments.	✔		Documentation	for	Record-Keeping:	Completing	the	worksheet	provides	a	detailed	record	of
how	tax	figures	were	derived,	useful	for	both	current	tax	filing	and	future	reference.	How	to	Use	a	Qualified	Dividends	and	Capital	Gain	Tax	Worksheet?	1	Gather	Your	Financial	Documents:	Before	you	start,	collect	all	relevant	financial	statements	that	report	your	qualified	dividends	and	capital	gains,	such	as	1099-DIV	and	1099-B	forms.	2	Identify
Your	Filing	Status:	Determine	your	filing	status	(e.g.,	Single,	Married	Filing	Jointly)	as	this	affects	the	tax	rates	applicable	to	your	income.	3	Fill	Out	Income	Details:	Enter	the	total	amount	of	your	qualified	dividends	and	net	capital	gains	in	the	designated	areas	of	the	worksheet.	4	Calculate	Adjusted	Gross	Income	(AGI):	Use	your	total	income	and
deductions	to	calculate	your	AGI,	which	will	be	used	to	determine	the	applicable	tax	brackets.	5	Determine	Taxable	Income:	Subtract	any	standard	or	itemized	deductions	from	your	AGI	to	find	your	taxable	income,	which	is	crucial	for	applying	the	correct	capital	gains	tax	rates.	6	Apply	Tax	Rates:	Use	the	worksheet	to	apply	the	appropriate	tax
rates	to	your	qualified	dividends	and	capital	gains.	These	rates	are	typically	0%,	15%,	or	20%,	depending	on	your	taxable	income	bracket.	7	Compute	the	Tax:	Calculate	the	amount	of	tax	due	on	your	qualified	dividends	and	capital	gains	by	applying	the	calculated	rates	to	the	amounts	entered	earlier.	8	Total	Up	Your	Tax	Liability:	Add	the	computed
tax	from	qualified	dividends	and	capital	gains	to	your	regular	income	tax	to	get	your	total	tax	liability.	9	Review	and	Double-Check:	Carefully	review	the	entire	worksheet	to	ensure	all	entries	and	calculations	are	accurate	to	avoid	errors	in	your	tax	return.		File	Your	Tax	Return:	Include	the	results	of	your	worksheet	with	your	tax	return,	using	the
figures	calculated	to	complete	the	relevant	sections	of	your	IRS	Form	1040.	Type	of	dividend	in	the	US	tax	code	This	article	is	part	of	a	series	onTaxation	in	the	United	States	Federal	taxation	Alternative	minimum	tax	Capital	gains	tax	Corporate	tax	Estate	tax	Excise	tax	Gift	tax	Generation-skipping	transfer	tax	Income	tax	Payroll	tax	Internal	Revenue
Service	(IRS)	Internal	Revenue	Code	(IRC)	IRS	tax	forms	Revenue	by	state	History	Constitutional	authority	Taxpayer	standing	Court	Protest	Evasion	Resistance	State	and	local	taxation	State	income	tax	Property	tax	Sales	tax	State	and	local	tax	deduction	Use	tax	Land	value	tax	State	tax	levels	Federal	tax	reform	Automated	payment	transaction	tax	9–
9–9	Competitive	Tax	Plan	Efficient	Taxation	of	Income	FairTax	Flat	tax	Hall–Rabushka	flat	tax	Kemp	Commission	Taxpayer	Choice	Act	USA	Tax	Value	added	tax	Border-adjustment	tax	United	States	portalvte	Qualified	dividends,	as	defined	by	the	United	States	Internal	Revenue	Code,	are	ordinary	dividends	that	meet	specific	criteria	to	be	taxed	at	the
lower	long-term	capital	gains	tax	rate	rather	than	at	higher	tax	rate	for	an	individual's	ordinary	income.	The	rates	on	qualified	dividends	range	from	0	to	23.8%.	The	category	of	qualified	dividend	(as	opposed	to	an	ordinary	dividend)	was	created	in	the	Jobs	and	Growth	Tax	Relief	Reconciliation	Act	of	2003	–	previously,	there	was	no	distinction	and	all
dividends	were	either	untaxed	or	taxed	together	at	the	same	rate.[1]	To	qualify	for	the	qualified	dividend	rate,	the	payee	must	own	the	stock	for	a	long	enough	time,	generally	60	days	for	common	stock	and	90	days	for	preferred	stock.	To	qualify	for	the	qualified	dividend	rate,	the	dividend	must	also	be	paid	by	a	corporation	in	the	U.S.	or	with	certain
ties	to	the	U.S.	To	be	taxed	at	the	qualified	dividend	rate,	the	dividend	must:	be	paid	after	December	31,	2002	be	paid	by	a	U.S.	corporation,	by	a	corporation	incorporated	in	a	U.S.	possession,	by	a	foreign	corporation	located	in	a	country	that	is	eligible	for	benefits	under	a	U.S.	tax	treaty	that	meets	certain	criteria,	or	on	a	foreign	corporation’s	stock
that	can	be	readily	traded	on	an	established	U.S.	stock	market	(e.g.,	an	American	Depositary	Receipt	or	ADR),	and	meet	holding	period	requirements:	You	must	have	held	the	stock	for	more	than	60	days	during	the	121-day	period	that	begins	60	days	before	the	ex-dividend	date.	The	ex-dividend	date	is	the	first	date	following	the	declaration	of	a
dividend	on	which	the	buyer	of	a	stock	is	not	entitled	to	receive	the	next	dividend	payment.	For	calculation	purposes,	the	number	of	days	of	ownership	includes	the	day	of	disposition	but	not	the	day	of	acquisition.	In	the	case	of	preferred	stock,	you	must	have	held	the	stock	more	than	90	days	during	the	181-day	period	that	begins	90	days	before	the
ex-dividend	date	if	the	dividends	are	due	to	periods	totaling	more	than	366	days.[2]	For	dividends	that	do	not	meet	the	above	criteria,	the	tax	is	determined	by	the	date	when	the	dividend	was	paid	and	the	individual's	ordinary	income	tax	bracket.	Source:[3]	Qualified	dividend	income	tax	rate	Filing	status	and	annual	income	–	2022	Single	Married
filing	jointly	or	qualified	widow(er)	Married	filing	separately	Head	of	household	Trusts	and	estates	0%	$0–$41,675	$0–$83,350	$0–$41,675	$0–$55,800	$0–$2,800	15%	$41,676–$459,750	$83,351–$517,200	$41,676–$258,600	$55,801–$488,500	$2,801–$13,700	20%	Over	$459,750	Over	$517,200	Over	$258,600	Over	$488,500	Over	$13,700	In
addition,	taxpayers	are	subject	to	the	net	investment	income	tax	if	they	earn	more	than	$200,000	for	singles	and	heads	of	household,	$250,000	for	married	couples	filing	jointly	and	qualifying	widowers	with	dependent	children,	and	$125,000	for	married	couples	filing	separately,	effectively	creating	18.8%	and	23.8%	brackets.[4]	After	the	Tax	Cuts	and
Jobs	Act	of	2017	(TCJA),	the	qualified	dividend	and	long-term	capital	gain	tax	brackets	are	no	longer	based	on	current	ordinary	income	brackets,	but	rather	on	pre-TCJA	brackets.	Qualified	dividend	taxation	in	the	United	States:	2003–2017[5]	2003–2007	2008–2012	2013	-	2017	Ordinary	income	tax	rate	Ordinary	dividendtax	rate	Qualified	dividendtax
rate	Ordinary	dividendtax	rate	Qualified	dividendtax	rate	Ordinary	dividendtax	rate	Qualified	dividendtax	rate	10%	10%	5%	10%	0%	10%	0%	15%	15%	5%	15%	0%	15%	0%	25%	25%	15%	25%	15%	25%	15-18.8*%	28%	28%	15%	28%	15%	28%	15-18.8*%	33%	33%	15%	33%	15%	33%	15-18.8*%	35%	35%	15%	35%	15%	35%	15-18.8*%	39.6%	N/A	N/A
N/A	N/A	39.6%	20-23.8*%	*	3.8%	Net	investment	income	tax	enacted	in	2013.	See	IRS	Form	8960.	With	the	creation	of	the	personal	federal	income	tax	in	1913	until	1935,	dividends	in	general	were	subject	to	the	surtax	of	1–6%	that	applied	on	incomes	above	$20,000,	but	not	to	the	ordinary	1%	income	tax	that	applied	to	all	incomes.	With	the	Revenue
Act	of	1936	through	1953,	dividends	were	subject	to	all	income	taxation	again	at	the	individual	level.	From	1954	to	1984,	a	dividend	income	exemption	was	introduced	that	initially	started	at	$50,	and	a	4%	tax	credit	for	dividends	above	the	exemption.	The	tax	credit	was	reduced	to	2%	for	tax	year	1964	and	removed	for	1965	and	later.	From	1985	to
2002,	dividends	were	fully	taxed	under	ordinary	income	rates,	without	any	exemption.[1]	The	category	of	a	qualified	dividend	was	created	with	the	Jobs	and	Growth	Tax	Relief	Reconciliation	Act	of	2003	("JGTRRA"),	that	reduced	all	taxpayers'	personal	income	tax	rates	and	cut	the	tax	rate	on	qualified	dividends	from	the	ordinary	income	tax	rates	to
the	lower	long-term	capital	gains	tax	rates.	At	the	same	time	the	bill	reduced	the	maximum	long-term	capital	gains	tax	rate	from	20%	to	15%	and	established	a	5%	long-term	capital	gains	tax	rate	for	taxpayers	in	the	10%	and	15%	ordinary	income	tax	brackets.	The	Tax	Increase	Prevention	and	Reconciliation	Act	of	2005	("TIPRA")	prevented	several
tax	provisions	of	the	2003	bill	from	sunsetting	until	2010	and	further	lowered	the	tax	rate	on	qualified	dividends	and	long-term	capital	gains	to	0%	from	5%	for	low	to	middle	income	taxpayers	in	the	10%	and	15%	ordinary	income	tax	bracket.	The	Tax	Relief,	Unemployment	Insurance	Reauthorization,	and	Job	Creation	Act	of	2010	extended	for	two
additional	years	the	changes	enacted	to	the	taxation	of	qualified	dividends	in	the	JGTRRA	and	TIPRA.	The	American	Taxpayer	Relief	Act	of	2012	(signed	on	January	2,	2013)	made	qualified	dividends	a	permanent	part	of	the	tax	code	but	added	a	20%	rate	on	income	in	the	new	highest	39.6%	tax	bracket.[6]	From	2003	to	2007,	qualified	dividends	were
taxed	at	15%	or	5%	depending	on	the	individual's	ordinary	income	tax	bracket,	and	from	2008	to	2012,	the	tax	rate	on	qualified	dividends	was	reduced	to	0%	for	taxpayers	in	the	10%	and	15%	ordinary	income	tax	brackets,	and	starting	in	2013	the	rates	on	qualified	dividends	are	0%,	15%	and	20%.	The	20%	rate	is	for	taxpayers	in	the	39.6%	tax
bracket.[6]	Form	1099	Dividend	tax	^	a	b	Congressional	Research	Service.	"The	Taxation	of	Dividends:	Background	and	Overview".	www.everycrsreport.com.	Archived	from	the	original	on	2018-06-09.	Retrieved	2019-09-09.	^	"Publication	17	(2020),	Your	Federal	Income	Tax	|	Internal	Revenue	Service".	^	"The	2022	Capital	Gains	Tax	Rates".	^	"How
are	capital	gains	taxed?".	Tax	Policy	Center.	Archived	from	the	original	on	2019-08-01.	Retrieved	2019-09-08.	^	"Tax	Law	Changes	for	2008	-	2017."	Kiplinger's.	Published	March	2009.	Accessed	28	August	2009.	Archived	August	15,	2009,	at	the	Wayback	Machine	^	a	b	"Higher	Tax	Rates	Give	Top	U.S.	Earners	Year-End	Headaches".	Bloomberg.
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