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Reporting the Sale of a Principal Residence 
If you receive an informational income-reporting document such as Form 1099-S, Proceeds From Real Estate 
Transactions, you must report the sale of the home even if the gain from the sale is excludable. Additionally, 
you must report the sale of the home if you can't exclude all of your capital gain from income.  

Use Schedule D (Form 1040), Capital Gains and Losses and Form 8949, Sales and Other Dispositions of Capital 
Assets when required to report the home sale. 

 For additional on the Sale of a Home, review IRS Publication 523.  

To record the proceeds for the sale of your home,  

1. Open the taxpayers return.  

2. To record the proceeds for the sale of your home, from the Under the Loaded Forms section, click the 
Add a Form icon.  

 

 

 

 

 

3. From the Add a Form dialog box, in the Search field, type Sch D WKT 1. Once you locate the worksheet, 
click the plus sign to load the form into the return.  

 

 

 

 

 

 

 

 

 

4. TaxWise loads Sch D Wkt 1 and Wkt 2.  From the Loaded Forms section, select Sch D worksheet 2, and 
scroll down to the Sale of Your Home section.  

5. On the worksheet, complete the section titled Sale of Your Home including: 

▪ Date home was sold 

 

 

https://www.irs.gov/pub/irs-pdf/p523.pdf
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▪ Date the home was purchased 
▪ Selling price of the home 
▪ Selling Expenses 
▪ Adjusted basis of home sold 
▪ Any depreciation claimed on the property 

 
 

 

 

 

 

 

 

 

 

 

 

6. TaxWise calculates the Gain eligible for exclusion on line 15.  Next answer the questions 16 a – c as 
applicable.  

 

 

 

 

 

 

 

 

7. On Line 17, TaxWise calculates the Maximum exclusion based on the filing status selected for this return 
on the Main Info Sheet. If the return is Married Filing Joint, TaxWise enters $500,000 as the exclusion. For 
all other filing statuses , TaxWise populates $250,000 for the exclusion.  

8. TaxWise then calculates the Taxable gain on line 19.   
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You must manually enter the result from this section on Schedule D or, if the sale is an installment sale, on 
Form 6252. 

 For additional information review IRS Publication 523, Selling You Home.  

Reporting the Capital Gain 
TaxWise provides a Capital Gain/Loss Transaction Worksheet on which you can enter all stock sales and 
other transactions that go on lines 1 through 3 or lines 8 through 10 of Schedule D.   

To use this worksheet:  

1. From the Loaded Forms Section, select Sch D. 

2. TaxWise Online displays the Schedule D.  From Line 1b, 2, 3, 8, 9, or 10 of Sch D, click the link icon.  

3. From the Link a form dialog box, select Form 8949.  

 

 

 

 

 

 

4. From the Link to a form dialog box, click the New tab.  
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5. Select Form 8949 for the Sale and disposition of Assets.  

 

 

 

 

 

 

 

 

 

6. From Form 8949 click field 1a, and then click the link icon.  

 

 

 

 

 

 

 

 

7. TaxWise Online displays the Link to a form dialog box. Select the Cap Gn Wkt – Captial Gain/Loss 
Transaction Worksheet. 
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8. TaxWise Online displays the Capital Gains or Loss Transactions Worksheet.  Type the description of each 
asset, as well as the corresponding letter in the 1099 column, based on the red text at the top of the form. 
In this case use Sale of Home.  

9. Use the TSJ column, to indicate the owner of the asset.  Type T for taxpayer, S for Spouse, or J for Joint.  
TaxWise uses this information on the state return if applicable, and on the MFJ-MFS Comparison 
Worksheet.  You can choose to leave this field blank if you do not have the need to split income.  

 
10. Next, complete the Date acquired and Date sold for the home.   

 

 

 

 

 

 

 

11. Then, complete the Sales Price and Cost or other basis of the home.  The adjusted basis is generally your 
cost in acquiring your home plus the cost of any capital improvements you made and less any casualty 
loss amounts and other decreases. 
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12. For most transactions, you don't need to complete columns (f) and (g) and can leave them blank. Review 
help files for Codes for Form 8949 Column (f) and (g).  You can review TaxWise Help of a list of the 
corresponding adjustment codes. For the purpose of this lesson, use code H in column f and then enter 
the amount of the excludable (non-taxable) gain as a negative number in column (g).    

13. TaxWise calculates the amount of gain or loss. TaxWise displays a loss as a negative number. TaxWise 
also displays an S or L to determine that the transaction is a short- or long-term gain/loss.  

 

14. The information entered on the Capital Gains or Loss Transaction Worksheet flows to the appropriate 
sections of Form 8949.  

 

 

 

 

 

 

15. From Form 8949 the information flows to Sch D.  
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16. From here the information will flow to the Federal 1040 page 1 line 7.  

 

 

 


