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The Basics

What it is. The California Supplement (2023 Edition) is a special supplement to
the regular 2023 Edition of Tax Preparer® It adds to the regular edition (for
preparing Form 1040 returns), the ability to prepare California FTB Form 540
returns. It uses data from the computer-prepared federal (Form 1040) return
as the starting point for the California return through its built-in “translate”
feature, resulting in the computer-automated preparation and printing of state
tax returns for the same tax year. The state forms that are built-in are compa-
rable to the federal forms in the regular edition, as seen in Table CA-1.

This document supplements the Tax Forms Guide 2023 Edition. This docu-
ment adds instructions for California forms to the Tax Forms Guide 2023 Edi-
tion. However, where calculations and instructions are the same as the com-
parable federal forms, this document refers to the regular Tax Forms Guide.

IMPORTANT CAUTIONS

You MUST Prepare the federal return FIRST. To use the California Supple-
ment you must prepare the federal return first. Once the federal return is
complete and final calculations for it have been performed, the California
Supplement can translate the federal data into a California return. You do
not need to enter any data manually except where California law requires dif-
ferent entries from those that appear on the federal return.

Translate from federal return, then view all translated worksheets. Because
of the complexity of the tax forms, we strongly recommend that you start
every California return by translation from the federal return, no matter how
simple the return. Because a California return is largely based on adjustments
to the federal return, there are numerous entries from the federal return that
are required on our forms, even when they do not appear on the official FTB
California forms. The only sure way of preventing errors from overlooking
these entries is to translate the return. Once you translate, you must also
view all translated worksheets. There are two important reasons for this:

@/ ~7® worksheet entries are updated in accordance with California law only
once you view them, since supporting worksheets are not included in the
final recalculation of a return, and

@EO® the federal worksheets do not always contain all the information re-
quired on a California return, so you may have to make new entries.
You do not need to enter any data manually except where California law
requires different entries from those that appear on the federal return.

The viewing and revising of translated worksheets is especially important for

the W-2 Worksheets for Form 540, the Qualifying Person Worksheets for

Form 3506 (Child and Dependent Care), the Qualifying Child Worksheets for

Form 3514 (California Earned Income Credit), and all worksheets for Form

3885A (Depreciation).
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Not intended for nonresidents nor fiscal filers. California law is especially dif-
ferent from federal law for nonresidents and part-year residents of California.

CAUTION: You, and spouse if filing jointly, must have been a resident of Cali-

fornia for the entire year to use Form 540, for which this software is specifi-
cally designed. If either you or spouse was a nonresident AT ANYTIME during

the tax year, you must file Form 540NR instead of Form 540. Although this
software will provide the necessary calculations for most supporting forms
and schedules, it does not provide Form 540NR, which is unique in its prora-
tioning of incomes and tax among states. In addition, individuals who use a
tax year other than a calendar year cannot use this software because it does
not provide the necessary prorationing among years. See the official FTB in-
structions for more details.
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Table CA-1. Forms Provided in California Supplement
CALIFORNIA FEDERAL
FORM/SCHED TITLE OF CALIFORNIA FORM/SCHEDULE EQUIVALENT
Control Automation Control Form Control
Form 540 california Resident Income Tax Return Form 1040
Sch.cA,part I california Adjustments, Part I, Income Form 1040
Adjustments Schedule & Schedule 1
Sch.CA,PartII california Adjustments, Part II, Adjust-
ments to Federal Itemized Deductions Schedule A
Schedule D Capital Gain or Loss Adjustment Schedule D
Schedule D-1 sales of Business Property Form 4797
*Schedule G-1 Tax on Lump Sum Distributions Form 4972
Sch. P, pg 1 Alternative Minimum Tax (Sch. P, I&II) Form 6251
Sch. P, pg 2 Credit Limitations (Sch. P, Part III) None
Schedule s Other State Tax Credit None
Form 3506 Cchild & Dependent Care Expenses Credit  Form 2441
*Form 3510 Credit for Prior Year AMT Form 8801
**Form 3514 california Earned Income Tax Credit Schedule EIC
Form 3519 Payment Voucher for Automatic Extension Form 4868
*Form 3523 Research Credit Form 6765
**Form 3526 Investment Interest Expense Deduction Form 4952
**Form 3532 Head of Household Filing Status Schedule None
*Form 3533 Change of Address for Individuals Form 8822
& 3533-B  Change of Address for Businesses Form 8822-B
Form 3540 Credit Carryover and Recapture Summary None
*Form 3548 Disabled Access Credit Form 8826
**Form 3596 Paid Preparer's Due Diligence Checklist Form 8867
Form 3800 Tax for Children with Investment Income Form 8615
Form 3801 Passive Activity Loss Limitations Form 8582
Form 3803 Parent's Election to Report Child's
Interest and Dividends Form 8814
Form 3805E Installment Sale Income Form 6252
Form 3805P Add'T Tax on Qlfd Plans (IRAs, etc) Form 5329
Form 3885A Depreciation & Amortization Adjustments Form 4562
Form 5805 Underpayment of Estimated Tax (5805
Parts I and II) Form 2210
& 5805F Underpayment by Farmers and Fishermen & 2210-F
Form 5805-AI Annualized Income Installment Method
Schedule (5805 Part III) 2210,Sch.A1
worksheet B Interest and Dividends Schedule B
worksheet C Business Income Schedule C
worksheet E  Supplemental Income Schedule E
worksheet F  Farm Income Schedule F
worksht 4835 Farm Rental Income Form 4835
Form 540-ES Estimated Tax Worksheet Form 1040-ES
Schedule X Explanation of Amended Return Changes Form 1040X
**Form 8454 e-file Opt-out Record None

Forms not built into the software are available from the FTB

through Tinks

on their web page www.ftb.ca.gov/forms.

*Included in Premium Level program only.
**Included in Standard and Premium Level programs only.
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FTB enforces strict printing rules for paper returns: NO MORE TEXT-MODE
FACSIMILES! At the end of 1997, the FTB banned all use of non-graphic
forms for tax returns, including all supporting schedules and forms. This
means that you now have only the following options for filing:

1. Computer-printed graphics using HowardSoft’'s Windows or Laser
printing. (Standard and Premium Level versions contain graphics
for all forms; Economy Level version contains graphics for only
Form 540.)

2. Electronic filing using the FTB e-file (no longer built into the software
because the FTB no longer allows 3rd-party transmitters like PDP).

3. Computer-printed data on plain paper, photocopied using transparent
overlay versions of HowardSoft's graphic forms. (This is a viable
option for those who use the Economy Level or do not have a com-
patible printer.)

4. Fill-in by computer of FTB forms using the pdf files available from the
FTB at www.ftb.ca.gov/forms (since nearly all forms for Form 540
returns are available there in a fill-in format). This option requires
you to enter on the FTB forms the data you see on our facsimile or
draft printouts, or our on-screen PREVIEW of them. (This is a labor-
intensive option for those who use the Economy Level or do not
have a compatible printer.)

5. Hand-prepared forms using the pre-printed FTB official forms. (This is
also a labor-intensive option, but may suit you if you can write
faster than you can type.)

The current FTB rules are a consequence of the large investment the FTB has
made in automated equipment that relies on graphic lines and symbols, nei-
ther of which can be reproduced by text-mode Courier typeface. Moreover,
the FTB recommends the use of laser printers or high-quality ink-jet printers
for computer-generated forms so that its automated equipment can quickly
align the form.

Computer printing of entries on forms subject to strict FTB rules. FTB now
requires that the printing of data on forms follow strict specifications:
1. Absolute Positioning Forms. The most unconventional format defined
by the FTB is that for what they call Absolute Positioning Forms.
Theses forms include Form 540, Schedule CA, Form FTB 3514,
Form FTB 5805, and Schedule X. For these forms the FTB has
specified the exact positioning of the data on the forms. With the
sole exception of certain ratios and percentages, all numbers must
be printed LEFT-justified within defined boxes on the graphic forms
and must have NO punctuation (no commas nor decimal points). In
addition, most text entries must not only be left-justified and upper
case, but must be devoid of punctuation or symbols, with a few ex-
ceptions that allow slashes (/) and dashes (-). And all entries must
be devoid of leading spaces and embedded spaces, except where
specifically allowed.
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2. Scannable Payment Forms/Voucher. These forms include the vouch-
ers for Forms 540-ES and Form FTB-3519. The position of graph-
ics, the wording for instructional text, and the position and format
of names, addresses, and payment amounts are all specified. But,
unlike the absolute positioning forms, the payment amount must be
right-justified with a trailing decimal point (but no commas), with
the position of the decimal point defined.

3. Subsititue Forms. These forms include all FTB forms that are neither
Absolute Position Forms nor Scannable Payment Forms/Vouchers.
For these forms, the graphics should generally follow the official
forms, however the precise position of printed data is not specified.
However, all monetary amounts must be right-justified with neither
commas nor decimal points.

The above requirements make some forms hard to read, especially left-justi-
fied numbers without commas, but failure to follow the FTB specifications
means the forms will not be approved by the FTB.
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Changes You Should Note

Continued nonconformance with federal tax reform. California has not adopt-
ed the changes made by the federal tax reform bill (the 7ax Cuts and Jobs
Act of 20177) that was signed into law at the end of 2017, with very few ex-
ceptions. As a result, several provisions that had conformed closely to federal
law prior to 2018 are now miles apart. The most glaring example is in the
handling of itemized deductions, but there are more subtle differences that
can have large monetary impact, such as depreciation and the AMT (alterna-
tive minimum tax). You must therefore take greater care in preparing the Cali-
fornia tax return because much data formerly available from the federal return
is no longer available from translation, so more data entry is required on some
forms, most notably Schedule CA, Part Il (Adjustments to Federal Itemized
Deductions).

Several taxes and credits indexed with inflation. The indexing for 2022 re-
turns is 8.3% relative to 2021 returns (reflecting 8.3% inflation from June
2021 to June 2022 as measured by the California Consumer Price Index).
As a result, several calculations have changed, including:

Standard deductions increased from $4,803 to $5,202 for taxpayers
filing single or married filing separately, and from $9,606 to
$10,404 for all others.

Personal and senior exemptions increased from $129 to $140 for each
exemption.

Dependent exemptions increased from $400 to $433 for each depen-
dent.

Thresholds for phaseout of exemptions and itemized deductions increased
from $212,288 to $229,908 for single and married filing separately, from
$318,437 to $344,867 for head of household, and from $424,581 to
$459,821 for married filing jointly and qualifying surviving spouse. (On
the federal return, there are now no exemptions at all and no high-income
phaseout for itemized deductions.)

Ceiling for joint custody head of household credit and dependent par-
ent credit increased from $513 to $556 (or 30% of net tax, if less).

Ceiling for qualified senior head of household credit increased from
$1,565 to $1,695, and the AGI to which it applies increased from
$83,039 to $89,931. The credit remains at 2% of taxable income.

Tax brackets indexed with inflation. The tax brackets for the tax rate sched-
ules, upon which the tax tables are based, have been indexed with inflation as
well, resulting in brackets that are slightly higher than last year. The old and
new schedules are compared in Table CA-2.
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Table CA-2. Tax Rate Schedules

TAX TAXABLE INCOME ABOVE WHICH TAX RATE STARTS
RATE single & mfs mfj & qw h of h
FOR TAX YEAR 2021 :
1.00% $ 0 0 0
2.00% 9,325 18,650 18,663
4.00% 22,107 44,214 44 217
6.00% 34,892 69,784 56,999
8.00% 48,435 96,870 70,542
9.30% 61,214 122,428 83,324
10.30% 312,686 625,372 425,251
11.30% 375,221 750,442 510,303
12.30% 625,369 1,250,738 850,503
FOR TAX YEAR 2022:

1.00% $ 0 0 0
2.00% 10,099 20,198 20,212
4.00% 23,942 47,884 47,887
6.00% 37,788 75,576 61,730
8.00% 52,455 104,910 76,397
9.30% 66,295 132,590 90,240
10.30% 338,639 677,278 460,547
11.30% 406,364 812,728 552,658
12.30% 677,275 1,354,550 921,095

Alternative minimum tax (AMT) exemptions raised. The exemption amounts
for 2022 (on Schedule P, page 1) are $84,550 for single or head of house-
hold, $112,734 for married filing jointly or qualifying surviving spouse, and
$56,364 for married filing separately. (Exemptions were $78,070, $104,094,
and $52,044 for 2021 .) These exemptions phase out with rising income
starting at $317,062 for single or head of household, $422,750 for married
filing jointly or qualifying surviving spouse, and $211,371 for married filing
separately. (These levels were $292,763, $390,351, and $195,172 for
2021.)

Renter’s Credit income ceiling raised. For tax year 2022, no Renter’s Credit is
allowed if California AGI exceeds $98,440 if married filing jointly ($49,220 for
all others), up from $90,896 and $45,448 for 2021. Full credit is allowed be-
low these amounts; there is no gradual phaseout.

Earned Income Tax Credit amounts and income ranges raised. For 2022 the
income level (both earned income and adjusted gross income) above which no
credit is allowed remains at $30,000 Jrrespective of the number of qualifying
children. The maximum credits have increased from $255 to $275 for no chil-
dren, from $1,698 to $1,843 for one child, from $2,809 to $3,037 for two
children, and from $3,160 to $3,417 for three or more children. The unusual
California phase-out pattern introduced for 2017 remains. In particular, unlike
the federal Earned Income Credit, the maximum credits for California are
reached at income levels far below the mid-point of their income range, phase
out very quickly above that income level until they reach a very low credit --
$230 for no children and $579 for one or more children for 2022 -- at which
point the credits phase out very slowly until the maximum of the income
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range is reached. (The inflection points were $213 and $535, respectively, for
2021.)

Foster Youth Tax Credit. This credit, new for tax year 2022, provides an extra
credit for certain taxpayers of age 28 to 25 who are qualified for the Farned
Income Credit and were in foster care at age 13 or older. Like the Young Child
Tax Credit that was introduced for the 2019 tax year, the credit is figured on
Form FTB 3514 (California Earned Income Tax Credit) and is figured in a simi-
lar manner. The maximum credit for 2022 is $1,083 for a qualified taxpayer
($2,166 if both spouses qualify on a joint return) and phases out starting at
$25,000 of earned income.

One voluntary contribution fund dropped. The list of voluntary charitable con-
tributions you can make through Form 540 has contracted with the elimina-
tion of the Schools Not Prisons Voluntary Tax Contribution Fund.

Differences between federal and California depreciation are now bigger
than ever. Prior to 2018, California had a good record of bringing California
law into conformance with federal law to simplify the preparation of a Cali-
fornia return, although often one year behind the IRS. But this conformance
has never reached depreciation, which has experienced the most extreme
differences in recent years because of bonus depreciation and huge increas-
es in section 179 maximums. And since tax year 2018 the differences have
been bigger than ever. Federal bonus depreciation is now 100% of the ex-
pense for most assets, but California provides no bonus depreciation at all.
And the federal maximum dollar limitation on section 179 expenses is now
$1,080,000, whereas the California maximum remains at $25,000. You
should therefore continue to take special care when preparing California

Form 3885A for most tangible property place in service after September 10,
2001.

CA-8



California Supplement (2023 Edition)

Changes You Should Note

Installation and Start-up

See User's Guide for installation instructions. The installation and start-up de-
scribed in Chapter 1 of the latest revision of the separate User’s Guide apply
to this Partnership Edition as well. The steps shown in Chapter 1 differ only in
the selection of documents to install. The standard installation puts all edition
years and all supplements in the same hard disk folder (usually C:|Program
Files (x86)|HowardSoft Tax Preparer), and all programs for the same tax year
share the same custom settings, program settings, and start-up programs. To
start a particular edition or supplement, you only need to double-click the icon
for the one you want. For this California Supplement, the icon placed on the
desktop is labeled
Tax Preparer 2023 - 540
whereas the icon in the HowardSoft Tax Preparer program group is labeled
2023 California Individual 540
Whichever icon you click, the current-year California Supplement is started,
with two Tax Preparer windows -- the Tax Preparer Control Panel and the Tax
Preparer Main Window -- as shown in Figure 1-9 of the User's Guide (Rev.
January 2015).

Add a California Supplement tax directory first. Since the California Supple-
ment contains no sample return (unlike the Form 1040 program), you must
add a tax directory to the Storage Disk the first time you use the Partnership
Edition for the new tax year. This tax directory can hold up to 99 volumes of
data with 15 returns in each volume, with the exception of Economy Level
software, which is restricted to one volume (volume 99). If you don't remem-
ber how, refer to Starting a New Tax Volume in Chapter 9 of the separate
User’s Guide. The tax directory you create by this process is completely inde-
pendent of any tax directory created with any other edition of any other type
or year.

IMPORTANT: Always start a California return by translating the federal
(Form 1040) return. Because California's Franchise Tax Board (FTB) has de-
signed their Form 540 return as an adjustment to the corresponding Form
1040 return, using Tax Preparer's translate feature is by far the easiest and
most reliable way to start a California return. It is therefore advisable to com-
plete the federal return first, so that you will not have to make adjustments to
the California return every time you make a change to the federal return. If
you translate only after the federal return is final, you will be able to complete
the California without manually entering data from the federal return. Tips and
details follow.
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Translating the Federal Return

Translation is the key to a successful return. Because the California return us-
es numerous results from your federal return, it is essential to start a Califor-
nia return only after the federal return is complete and fully calculated. You
should use the built-in “translate” feature, which will copy all relevant infor-
mation from the federal return into a state file (which will remain separate
from the federal return thereafter).

Preview of the process. Federal returns are used to generate California returns
through a 3-step process:

1 Translation. A copy of the federal file is generated in the California
format, ready for use with the California Supplement.

2 Adjustment. Any federal data that needs to be altered for the Califor-
nia return, or new data that have to be added, are entered next us-
ing supporting forms and worksheets when available. CAUTION: We
strongly recommend that you view all translated worksheets to en-
sure that they are recalculated under California law and that you will

make any necessary adjustments.
3 Calculation. The entire return is finally recalculated from beginning to

end using the California state tax laws.
The return is then ready to be printed, signed, and filed with the FTB.

Translation: Let Chapter 9 of User's Guide be your guide. Once your hard
disk or separate Storage Disk has a California tax directory on it, you can pro-
ceed with the translation using the instructions at the end of Chapter 9 of the
separate User's Guide, with the following exceptions:

A Where those instructions call for a Prior-Year Storage Disk, interpret it
as the Current-Year Federal Storage Disk.

B Where those instructions call for a Current-Yr Storage Disk, interpret it
as the Current-Year California Storage Disk (to which you must add
a California tax directory to hold the translated return).

C When asked if you want to “Transfer all prior $ amounts?” you MUST
answer YES to produce a valid California return from the federal da-
ta. (Unlike translation from prior-year returns, the translation from
federal returns to California returns often uses the original federal
amounts without modification.)

D When asked if you want to “Transfer supp'g statements?” you should
answer Yes so that the California return will have all the detailed
support that is relevant to it. A Yes answer is mandatory for returns
with passive activity losses because the supporting worksheets con-
tain details required for the proper interaction with California Form
3801 (the equivalent of federal Form 8582).

Adjustment: Enter differences from federal entries. Because California law
now closely parallels federal law, it is often possible to produce a valid Califor-
nia return with little or no adjustment to the entries from the translated federal
return. (We recommend FTB Publication 1001, Supplemental Guidelines to
California Adjustments, to help you determine where adjustments may be nec-
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essary. This and other FTB publications cited in this document are available
for free downloading from the FTB through a link on our web page at
www.howardsoft.com.)

CRITICAL REQUIREMENT: View all worksheets after translation. You MUST

view all translated worksheets to ensure that they are calculated under Cali-

fornia laws. This is especially critical for depreciation, dependent, and W-2

worksheets. California did not conform with federal depreciation before 1987

nor since September 11, 2001, so you will likely need to make adjustments

because of the differences between federal and state law.

e  Access every worksheet translated to California Form 3885A to let the
computer know the depreciation methods and basis to use for nearly all
assets. While California had conformed in many areas of depreciation
and section 179 expense up to 2001, it has NEVER conformed with
the federal 30%, 50%, or 100% bonus depreciation (named the “spe-
cial allowance” by the IRS), which was a required first-year deprecia-
tion allowance for most property until 2005 unless you elected out of it
(and reappeared in 2008 for most tangible property). Furthermore, Cali-
fornia has never conformed to federal rules for Indian Reservation Prop-
erty nor depreciation for nonresidential rentals, and now differs
markedly in its limitations on Sec. 179 expense. You will therefore
have to make adjustments on worksheets for the appropriate copy of
Form 3885A if any of these situations apply to you.

e  Access every W-2 Worksheet (above Form 540 line 12, one set for you
and one set for spouse) in order to calculate limitations on SDI deduc-
tions and ensure that the translated amounts for SDI wages and SDI
withheld are correct. SDI wages are translated from the line for social
security wages on the federal W-2 Worksheet because no line for SDI
wages exists in the federal software. SDI tax withheld is taken from
your entry on line 14a of the federal W-2 Worksheet, so if you had an
SDI entry on another part of line 14, or reported it on line 19, or used
line 14a for a different purpose, you must revise the amount translated
to the worksheet. Your attention to these items ensures that any ex-
cess SDI tax collected (for having more than one employer) is properly
computed at line 74 of Form 540.

. Access every Dependent Worksheet (at Form 540, line 10) to ensure
that all dependents translated from the federal return are included, not
just those who live with you.

e Access every Qualifying Person Worksheet (at line 2 of Form 3506) so
that the SSNs on the worksheets are carried back to Form 3506 and
then posted to Form 540, as required by the FTB.

e Access every Qualifying Child Worksheet (at screen 2 of Form 3514) so
that you can enter the additional information required by the FTB, in-
cluding the exact "Date of birth" (IRS requires only "Year born"),
"Number of days NOT alive in tax year" (IRS requires only number of
months), "Number of days lived in your home" (IRS requires only num-
ber of months), "Number of days in your home NOT in U.S." (IRS re-
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quires only number of months), "Number of days in your home NOT in
California", and the child's physical address.
If you have to make a large number of adjustments, you may find it helpful to
print “prior-data input sheets” for the translated files, as described in Chapter
11 (page 11-5) of the separate User's Guide. These input sheets show the
translated data with blank lines alongside for noting changes.

Additional changes may be needed for absolute positioning Form 540. The
format for the address block of Form 540 is especially constrained on an ab-
solute positioning Form 540. You must generally use the same rules of abbre-
viation for entering your name and address as the FTB-provided address la-
bels. In addition, if one of the taxpayers is deceased, you must supply the
date deceased, and the name of executor or surviving spouse. The software
provides additional entries for these additional items, as detailed later.

Calculation. Calculations for the return must be completed before you can
produce an official printout. REMINDER: No recalculation is performed in the
Translation Phase. Instead, for the worksheets, you must view all translated
worksheets in order for them to recalculate under the California tax laws, but
for the forms and schedules, you have three options for recalculating the en-
tire return (excepting worksheets) at once: (1) choose "RECALC Tax Returns”
from the "PREPARE 540 Tax Returns” menu, (2) press the Recalculate Key
(ctrl-B or shift-F8) while viewing a data entry screen on any form, or (3) exit
normally to the Main Menu after viewing a data entry screen on any form.

CAUTION: If you amend the federal return, you must generally amend the
California return as well. Once you have copied federal data into a California
data file by means of “translation” and made all necessary adjustments, you
must remember that the California return is now based on the federal data as
it stood at the time of translation. However, if you change any entries on the
federal return AFTER you have translated it into a California return, you will
have to make a corresponding change in the California return manually your-
self to ensure that the federal and California returns are still consistent.
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Printouts for the FTB

Strict requirements for FTB printouts. Official printouts for the FTB can be
generated once the final calculations are complete. However, FTB require-
ments for printouts are much stricter than IRS requirements, and sometimes
make the printouts harder for humans to read, in the interest of making them
easier for machines to read. In summary, Form 540 returns must follow these

Form 540. For computer-prepared forms the FTB requires an “absolute

positioning” Form 540. A conventional Form 540 is designed for
hand-prepared returns, not computer-prepared returns. A comput-
er-prepared, Form 540 must be printed using a laser, ink-jet, or other
high-quality printer and must have all entries printed in precise speci-
fied locations on the form in specified formats. Although the soft-
ware can also print a non-graphic, text-based Form 540 that has a
layout similar to the standard Form 540 for a hand-prepared return,
it is really just a draft of the official form and cannot be filed with
the FTB. If you cannot meet the printing requirements for an “abso-
lute positioning” Form 540, you must file a manually-completed con-
ventional Form 540 as printed and distributed by the FTB. CAU-
TION: Additional care is required in your entries for taxpayer infor-
mation when you use the “absolute positioning” Form 540 because
the printed format must follow strict guidelines like those that the
FTB uses when it generates mailing labels for taxpayers. You must
also follow the special rules detailed later when you assemble the

return for filing.

Forms 3519 and 540-ES. The FTB also requires that all computer-pre-

pared payment vouchers be scannable vouchers. These vouchers in-
clude a scannable area with taxpayer information in a format similar
to that for the “absolute positioning” Form 540. The vouchers print-
ed by this software using the Laser-graphic or Windows-graphic ca-
pabilities that are built into our Standard Level and Premium Level
software satisfy this requirement. If you cannot print by these meth-
ods you must send manually-prepared FTB vouchers instead.

Other forms and schedules. While most other forms and schedules do

not have “absolute positioning” like the “absolute positioning” Form
540, they still must be FTB-approved graphic forms. All FTB forms
and schedules have special registration marks and a document ID
that identifies the software that prints the form. The FTB requires
that all computer-generated forms be generated with high-quality
graphics on a laser or ink-jet printer. Text-mode facsimiles (draft
printouts) are not acceptable, so our draft printouts carry the slogan
DO NOT FILE THIS FORM, as required by the FTB.

Federal return. California has in recent years required that a copy of

the complete federal Form 1040 and its schedules be submitted with
the California return whenever you file Form 540. However, you do

not have to attach the federal forms if you had to file no more than
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Schedules A and B with the federal return. SPECIAL RULE: If the fil-
ing status on the California return is different from that on the feder-
al return, you will have to recompute the federal AGl based on the
California filing status and data. You must then file with your Form
540 return BOTH the official Form 1040 you filed with the IRS and
this recomputed Form 1040.

Absolute positioning Form 540 required for computer-generated returns.
Thanks to the automated equipment that the Franchise Tax Board (FTB) now
uses for processing returns, the requirements for printouts you file with the
FTB are quite different than they were just a few years ago. There are now
only two ways to file Form 540:
1. Computer-prepared absolute positioning Form 540 using Howard-
Soft’s Laser-graphic or Windows-graphic capabilities.
2. Manually-prepared official Form 540 as printed and distributed by the
FTB.
The “absolute positioning” Form 540 includes not only top-of-page and bot-
tom-of-page symbols like other forms (to calibrate the automated equipment
that reads it) but also a scan band area where detailed taxpayer information
is printed, and the position of data printed on the graphic form is set by the
FTB for all five pages of Form 540. /f you use a computer to print the form, it
must be the “absolute positioning” Form 540. Conversely, if you do not use
a computer to print the form, you cannot use the “absolute positioning” Form
540. Whenever you choose to produce a graphic Form 540, the printout is
designed for the “absolute positioning” Form 540 as long as your program
settings show 1 or 2 for Special (1 =HP, 2=Windows). But there are addi-
tional requirements imposed by the FTB:
1. Printer must be a laser or ink jet printer.
2. Entries must be printed in upper case using standard pica Courier
typeface (10 characters per inch across and 6 lines per inch down).
(Upper casing is automatic with HowardSoft software).
3. Monetary amounts must be rounded to the nearest dollar, printed
without commas or decimal points, and left-justified.
4. Only original printed output is accepted.
5. Forms must be printed on one side of paper only.
If you cannot meet these requirements plus the additional requirements de-
tailed later under “Printouts for the FTB,” you must file a manually prepared
official Form 540 instead. To aid you in the latter effort, the software pro-
vides non-fileable paper copies in the format of the non-computer official
Form 540 when you choose to print a draft (facsimile) Form 540, or when
your program settings show O for "Special (1 =HP,2 =Windows).
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Assembly rules for Form 540 tax returns. Because the absolute positioning
Form 540 is read by automated equipment, a number of rules that conflict
with those in the FTB Form 540 instructions must be followed:

Do not use FTB address label. The software will print the taxpayer in-
formation in FTB-approved format.

Do not make corrections on printed return. You must reprint the return
if any changes are made to ensure that the computer-generated
summary in the scan band is consistent with the final return.

Do not staple anything to page 1 of Form 540. The FTB wants you to
enclose but NOT staple any supplementary forms or payment.

Do not staple payment. The FTB wants you to enclose but NOT staple
any payment. (Note that the FTB has eliminated Form 540-V,
which they formerly wanted to be enclosed with any payment.)

Place Form(s) W-2 (and W-2G, 1099, 592-B, and 593, if applicable) di-
rectly behind Form 540 page 5. DO NOT ATTACH TO PAGE 1. Use
the actual Form(s) W-2 received from employers, not copies there-
of.

Place supporting forms behind the assembly. All other attachments, in-
cluding other California forms and any required federal forms, must
be placed behind Form 540 and the withholding forms. Be sure to
place Form 5805 or 5805F last (contrary to IRS requests to place
Form 2210 or 2210-f first).

Place federal return behind California assembly. If required, include a
complete copy of the federal (Form 1040) return filed with the IRS
(and, if the filing status is different on the California return, a Form
1040 recomputed using the California filing status). You are not re-
quired to send a copy of your federal return if you had to file only
Schedules A and/or Schedule B with your federal return.

DO NOT STAPLE. Leave all forms and schedules loose. This instruction
is contrary to the instructions in the FTB Form 540 booklet, but it is
required when an absolute positioning Form 540 like the one pro-
duced by Tax Preparer is used.

Do not print on both sides of the paper. Form 540, page 1 must be
printed alone with side 2 blank. The remainder of the return may be
printed two-sided, but the FTB prefers one-sided printing so that the
automated equipment does not have to contend with bleed-through
from the second side.

Do not file a photocopy. The FTB requires computer-printed forms with
no reduction to fit margins. Photocopies are generally not accurate
enough for the FTB’s equipment.

Do not include any correspondence. Even a simple transmittal letter
will slow processing.

You must mail the completed return only to the special addresses shown at
lines 111 and 115 of the “absolute positioning” Form 540.
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Tab adjustments not allowed for Form 540. The FTB allows no variation in the
printing of a computer-prepared Form 540. The computer-prepared Form 540
must be printed as an absolute positioning form with computer-read data
printed in precise locations specified by the FTB for all five pages of Form

FORM 540 TABS
No changes to tabs are allowed

FTB acceptes only our graphic
Form 540 for 'F'i'l1'ng, and its
tab positions are fixed.

Figure CA-1. Tabs for Form 540

540.. As a result, there are no tab adjustments allowed for the absolute posi-
tioning Form 540. In addition, the FTB redesign of a manually-prepared Form
540 since 2013 has made it incompatible with printing with standard type-
writers or computers at 6 lines per inch. As a result, there is no use for tab
adjustments for 2013 and later, and the screen for Form 540 Tabs appears as
shown in Figure CA-1. The draft (text-based facsimile) printout of Form 540
approximates the version of Form 540 that the FTB provides for manually-pre-
pared returns.
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Form by Form Details

Remainder of document supplements Tax Forms Guide. Details of the tax
forms are reviewed in the remainder of this document. Where details are not
given here explicitly for a form or worksheet, you can refer to the main Tax
Forms Guide 2023 Edition for details on the comparable federal form. Only
differences from that guide are detailed here.

Control Form

Purpose. Like the federal Control Form, the state Control Form controls the
automation of the software, and includes the ability to block the automatic
generation of certain forms, enter prior year amounts for the penalty form,
and provide custom information for the cover and billing letters. Differences
between the federal and state Control Forms are largely technical, so you
should refer to the separate federal Tax Forms Guide 2023 Edition for most
entries.

AUTOMATION CONTROL. The first screen of the Control Form defines the
tax year and controls the auto-creation of certain forms.

Tax year (enter 2022 or later). Although you could change it for Califor-
nia tax planning, we recommend that you do not change this entry,
which is translated from the federal Control Form, because the Cali-
fornia return is so closely tied to the federal return of the same tax
year that the result could be unrealistic. Instead, if you want to per-
form California tax planning we recommend that you first perform
tax planning with the federal return, with the tax year changed on
the federal Control Form. Then, once the federal return is complete
for tax planning, translate the return into a California return and per-
form California tax planning using the newly translated return.

Monetary amounts rounded to nearest $? (auto-calc) For a California re-
turn, this entry is always Yes. Furthermore, you cannot override this
entry because the FTB requires that all dollar amounts be rounded to
the nearest dollar for BOTH paper and e-file reurns. In fact, most
FTB-printed forms have their pennies columns pre-printed with 00.

Auto-creation of forms. Like the Form 1040 software, you can block
the automatic creation of select forms for special circumstances. For
the Form 540 software, you can block the auto-creation of only 3
forms, as described on the next page. All other auto-created forms
are unconditionally created when they are needed to ensure a valid
return (Schedules CA, D, D-1, and page 2 of P, and Forms 3514,
3596, and 3801), because they hold results that are not otherwise
reflected on Form 540 or are mandatory for paid preparers. (Only
Form 3596 is mandatory for paid preparers, and it is never auto-cre-
ated if you answer Yes to “Omit paid preparer information?” at the
end of this Control Form.)
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Block Schedule P, page 1 auto-creation. If you don't want the soft-
ware to automatically figure the alternative minimum tax, answer
Yes here, although we recommend against blocking this feature.

Block Form 3801 auto-creation. If you don't want the software to au-
tomatically figure the passive losses limitations throughout the re-
turn, answer Yes here, although we recommend against blocking
this feature.

Block Form 5805 auto-creation. If you want the FTB to figure any un-
derpayment penalty for you and send you a bill, answer Yes here
and the penalty will not be computed by the software.

STATE ESTIMATED TAX PAID. The second screen defines California income
taxes for 2022 already paid, comprised of quarterly estimated tax payments
and amount applied from a prior-year refund.

California tax applied from 2021. Enter the amount of any refund ap-
plied from tax year 2021. Exception: If the return is translated from
the federal return and you included this amount in your entry on the
federal Control Form for "State 1st quarter estimated tax paid," as
instructed in the main Tax Forms Guide 2023 Edition, you should
make no entry here.

California 1st quarter estimated tax paid. Enter the first quarterly pay-
ment to the state for the tax year. TIP: If translated from the feder-
al return, this entry will include the tax applied from the California
2021 tax return if you followed the instructions in the main Tax
Forms Guide 2023 Edition.

California 2nd quarter estimated tax paid. Enter the second quarterly
payment to the state here for the tax year.

California 3rd quarter estimated tax paid. Enter the third quarterly pay-
ment to the state here for the tax year.

California 4th quarter estimated tax paid. Enter the fourth quarterly
payment for the tax year, even if paid in January 2023. (January
15, 2023 is the normal due date for this payment.)

TOTAL for Form 540, line 72. (auto-calc) Computed as the sum of the
preceding five lines.

FORM 5805 CONTROL. This section is analogous to the Form 2210 Control
for the federal (Form 1040) return. Entries in this section are used in California
Form 5805 to minimize any underpayment penalty that may apply to the re-
turn. However, since the California return is translated from the federal return
for the same tax year, none of the entries in this section are translated from
the federal return other than the first line, below, because all amounts below
relate to the California return for the prior year.

Filed full-year return for PRIOR year? This entry is translated from the
federal Control Form, since you probably filed a full-year California
return if you filed a federal one, and most certainly didn't file a full-
year California return if you didn't file a federal one. This and the fol-
lowing entries from the 2021 California return are used in Form
5805 to minimize the penalty, when applicable.
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2021 amounts entered for Form 5805? In order to fully automate the
penalty Form 5805, you should generally enter amounts from the
2021 California return on the lines that follow this question and an-
swer Yes to the question. However, if you didn't file a full-year re-
turn for 2021, leave those lines blank and answer No to this ques-
tion. (These entries are used to determine eligibility for specific
penalty exceptions. However, you do not qualify for any of the ex-
ceptions if you did not file a full-year tax return for 2021.)

TAX SUMMARY. The Tax Summary is based on results on Form 540. It is
used on printed cover letters to clients for the California tax return.
INCOME. (auto-calc lines) Income is summarized as follows:
Federal adjusted gross income. Posted from line 13 of Form 540, this
is line 11 of the federal Form 1040.
California adjustments. Computed as Form 540, line 16 less Form
540, line 14, this is the net adjustment computed in California
Schedule CA, Part I.
California adjusted gross income. Posted from line 17 of Form 540.
less deductions. Posted from line 18 of Form 540, this is the Califor-
nia itemized or standard deduction.
Taxable Income. Posted from line 19 of Form 540.
TAXES. (auto-calc lines) Taxes are summarized as follows:
Regular Tax. Posted from line 35 of Form 540.
less credits. Posted from line 47 Form 540.
plus other taxes. Computed as the sum of lines 61, 62, and 63 of
Form 540.
Total 2022 Tax. Posted from line 64 of Form 540.
less payments. Posted from line 78 of Form 540.
Amount Overpaid. Posted from line 97 of Form 540.
Amount Underpaid. Posted from line 100 of Form 540.
Penalty and Contribution. Computed at the sum of lines 112 and 113
of Form 540 plus total voluntary contribution on line 110 of Form

540. (This and the preceding two lines are printed on the cover letter
only if not zero.)
REFUND OR AMOUNT YOU OWE. (auto-calc lines)

TOTAL REFUND available. Computed from the preceding amounts as
"Amount Overpaid" less "Amount Underpaid" less "Penalty and Con-
tribution": Penalty, but no less than zero. (This line is printed on the
cover letter only if greater than zero.)

TOTAL YOU OWE to F.T.B. Computed as "Amount Underpaid" plus
"Penalty and Contribution” less "Amount Overpaid," but no less than
zero. (This line is printed on the cover letter only if greater than zero.)

OPTIONS FOR PAID PREPARERS. The Tax Summary is based on results on
Form 540, just as the federal Tax Summary is based on Form 1040. The cov-
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er and billing letter sections provide for a date, a fee, and optional text, just
like the federal Control Form. Therefore, you can refer to the end of the de-
tails for the Control Form in Chapter 2 of the regular Tax Forms Guide 2023
Edition for details. Note that the tax preparation fee at the end of the Control
Form relates only to the California billing letter, so you should enter an amount
only if you plan to bill separately for the California return.
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Form 540 / Main Form

Form 1040 is source of initial entries. The “translate” feature copies a number
of entries from the federal Form 1040 to California Form 540 through line 13
of Form 540. Except for withholding on Forms W-2 and Forms 1099-R, all re-
maining entries come from other California forms and schedules and subse-
quent calculations. However, amounts from other California forms and sched-
ules do not appear on Form 540 until you navigate through the forms or the
entire return is calculated (either by your press of the Recalc Key or your nor-
mal exit from the return).

Special requirements for entries on absolute positioning Form 540. Form
540 is among the FTB absolute positioning forms (including Schedule CA,
Form FTB 3514, Form FTB 5805, and Schedule X) that must comply with
strict FTB specifications, including position, format, and allowed characters:

(1) Monetary data must be printed LEFT-justified within defined boxes on
the graphic forms and must have NO punctuation (no commas nor
decimal points).

(2) Text data must be printed left-justified and upper case, and must gener-
ally be devoid of any punctuation or symbols, with a few specified
exceptions that allow slashes (/) and dashes (-). And many of them
must also be devoid of leading spaces and embedded spaces, includ-
ing your entry for the first name of taxpayer and spouse.

(8) The location of data on the printed form must be exactly as specified by
the FTB. There is no allowance for extra lines for itemized lists or
flags not specified by the FTB.

Tax year from Control Form. (Road Map line, supported by Control Form.)
This entry cannot be changed, but the line provides Road Map access to the
Control Form, where the tax year is set. (If you want to change the tax year,
such as for tax planning, you must do so on the Control Form, not here.)

Name, SSN, and address. Identifying information is supplied here. Names,
social security numbers, and address are all translated from the federal Form
1040, and are used in the printout of all official forms. CAUTION: Because
the FTB-supplied label cannot be used on a graphic Form 540, your entries
must match the format that the FTB uses in its address label, including abbre-
viations and omission of punctuation. No spaces are allowed in the first
name, and no titles like Mr., Dr., or Mrs. are allowed. The following entries
provide the additional information required to generate label information in the
format required by the FTB:

Apt. no. (or other type below). Although this entry is translated from the
federal return, California’s format is different. California separates
the descriptor from the actual number (and/or letters), so only the
number should be entered here. Descriptors like Apt., Ste., etc.,
must be removed. Furthermore, this number can be no longer than 5
characters long.
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Type (Apt, Ste, Sp, Rm, Fl, Bldg, or Un). The appropriate descriptor is
entered here. You will not be allowed to make an entry here if there
is no entry on the preceding line. If there is an entry on the preced-
ing line but you make no entry here, the entry APT is made for you.

Private Mailbox Number (PMB). If you use a box that is NOT a U.S.
Postal Service box, the FTB now requires you to enter the box num-
ber separately from the main address.

Special Handling. Additional entries not found on the federal Form 1040 are
provided for further conformance with the FTB requirements for printing in the
address label area of the graphic Form 540:

DISASTER LOSS? If you answer Yes, the code “9” is printed in the
special code region near the upper right corner of page 1 of the
graphic Form 540 to indicate to the FTB the need for special han-
dling. (On a draft printout, the phrase “DISASTER LOSS"” appears
above “Your SSN or ITIN” instead of a code.)

MILITARY? If you answer Yes, the code “U” is printed in the special
code region near the upper right corner of page 1 of the graphic
Form 540 to indicate to the FTB the need for special handling. (On a
draft printout, the word “MILITARY"” appears above “Your SSN or
ITIN” instead of a code.)

OUTSIDE U.S. on 4/18/2023? If you answer Yes, the code “O"” is print-
ed in the special code region near the upper right corner of page 1 of
the graphic Form 540 to indicate to the FTB the need for special
handling. (On a draft printout, the phrase “OUTSIDE U.S. on
4/18/2023" appears above “Your SSN or ITIN” instead of a code.)

IRC 965 income reported? (Road Map line, supported by Schedule CA)
If you completed any California Additional Income Worksheet for line
8z of Schedule CA, Part |, Section B, that identifies the income as
IRC 965 income (via a Yes answer on the last line of the
worksheet), Yes will appear here and the code “E” is printed in the
special code region near the upper right corner of page 1 of the
graphic Form 540 to indicate to the FTB the need for special han-
dling. (On a draft printout, the phrase “IRC 965 income reported”
appears above “Your SSN or ITIN” instead of a code.)

Other personal information. Additional entries not found on the federal Form
1040 are provided for further conformance with the FTB requirements:
Your email address. This optional entry is printed in the signature block
of Form 540.
Preferred phone number. This optional entry is also printed in the sig-
nature block of Form 540. Be sure to include area code.
PBA Code (from Schedule C, copy l). [(auto-calc line, supported by
Worksheet C) This entry is taken from your entry for the federal
Principal Business Activity (PBA) Code on the first copy of Work-
sheet C, which in turn is translated from your entry for line B of the
federal Schedule C, Copy 1. This line is printed along with the tax-
payer name and address at the top of Form 540, and /s mandatory.
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The FTB is authorized to disclose this PBA code, along with other
personal information like SSN and address, to city tax officials under
specific limited circumstances. (To conform with FTB's printing re-
quirements for the absolute positioning Form 540, do not include
embedded spaces in your entry.)

Your date-of-birth (mm-dd-yyyy). The FTB requires the date format to
be exactly as shown in the label for the entry. The software auto-
matically reformats your entry into the FTB-required format if you
use any standard date format for your entry (such as mm-dd-yy,
m/d/yy, etc.). Your entry is printed below the taxpayer's address on
page 1 of Form 540.

Spouse’s RDP’s DOB (mm-dd-yyyy). See the instructions for the preced-
ing entry. Your entry is printed below the taxpayer's address on
page 1 of Form 540, to the right of the preceding entry.

Information for decedent returns (and others who cannot sign). If the taxpay-
er (or spouse if married filing jointly) is not capable of signing the return, you
must make an entry for "Executor or Guardian" to identify the signer. If the
taxpayer (or spouse if married filing jointly) died during the tax year, you must
supply the other information in this section. CAUTION for translated decedent
returns: You must also remove DECD from the deceased person's name on
screen 1, which you had to add for the federal tax return. (The FTB instead
uses your deceased date entry to identify the deceased spouse.)

If YOU deceased, date (mm-dd-yy). Although you can enter the date in
any standard format, the software will reformat your entry into the
FTB-required format (mm-dd-yyyy). For the graphic Form 540 print-
out, it appears in the scanband area of Form 540 to the far right of
the taxpayer's name. (It also appears in the taxpayer identification
area of Forms 3519 and 540X.)

If SPOUSE deceased, enter date. (only if married filing jointly) Same as
above except that it is printed to the far right of the spouse's name
in the scanband of a graphic Form 540.

Executor or Guardian. (Required if you entered a deceased date) If the tax-
payer (or spouse, if filing jointly) is deceased or otherwise not capable of
preparing the return, enter the first and last name of the responsible per-
son who will sign the return here. This name is printed to the right of
your entry for “Additional address information” on the absolute position-
ing Form 540. If the surviving spouse is the responsible person (if mar-
ried filing jointly), enter the surviving spouse's name here followed by
the wors SPOUSE. Similarly, for other persons, specify the type of re-
sponsible person after the name, such as EXECUTOR, BENEFICIARY,
ADMINISTRATOR, TRUSTEE, or GUARDIAN. (DO NOT use commas,
nor any other punctuation in your entry, to conform with FTB specifica-
tions for this absolute positioning form.)

If filed in 2021 under a different last name. This entry is required if either
spouse filed under a different name for tax year 2021.
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Your 2021 last name. Make an entry here only if your name differs from
the one you used when filing your return last year.

Spouse 2021 last name. Make an entry here only if married filing jointly
and spouse’s name differs from the one used when filing his or her
return last year.

Although the prior names are shown in their own section below the address
area for a hand-prepared Form 540, they are printed within the address block
on the absolute positioning Form 540 that the software prints, without any la-
bels to let you know what they mean.

FILING STATUS. Type 1=Single, 2=Married Filing Jointly, 3 =Married Filing
Separate, 4 =Head of Household, 5=Qualifying Surviving Spouse/RDP. This
entry is transferred from the federal return and should NOT normally be
changed. By California law, your filing status on Form 540 must generally be
the same as your filing status on Form 1040 with few exceptions and you
must provide the same extra information for MFS and QW filing status:

A if federal filing status is Married Filing Jointly and either spouse was
an active member of U. S. armed forces (or an auxiliary), for Cali-
fornia returns you may file either jointly or separately, and

B if federal filing status is Married Filing Jointly and either spouse was a
non-resident and had no California income for the entire 2022 tax
year, you may file separately on Form 540 (but if you file jointly you
must use Form 540NR, a form designed for non-residents which is
not built into our software).

C if federal filing status was Single, but the rules for Registered Domes-
tic Partners (RDPs) apply to you, you must file as Married/RDP Filing
Separately or Married/RDP Filing Jointly. (Note that wherever you
see the word “married” in our software or on the FTB forms, it is un-
derstood to applied to RDPs as well. See FTB Pub. 737 for details.)

D if federal filing status was Head of Household, but you are married or
an RDP, you may file as Head of Household for California only if you
meet California requirements to be considered unmarried or not a
RDP.

The extra information required by the IRS for Married Filing Separately (MFS)
and Qualifying Surviving Spouse/RDP is also required by the FTB, but the FTB
requires more information than the IRS for Head of Household filing status,
which is now reported on a separate form: the new Form 3532, described in
the below shaded box.

MFS: Spouse lived APART ALL year? Answer Yes only if you used filing
status 3 and were married all year but did not live with your spouse
at any time during the tax year.

MFS: Spouse/RDP full name. Enter the name only if you used filing sta-
tus 3.

HoH: Supported by Form 3532 (ITEMIZE)? (/f Standard or Premium Lev-
el, Road Map line supported by Form 3532.) After you supply the re-
quired information on our Form 3532, eligibility for filing status 4
will be indicated by a Yes on this line. But if No, you must not use
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filing status 4 for this return. CAUTION: Form 3532 is mandatory
for all returns filed with the head of household filing status. See the
shaded box on the next page for more information.

QSS: Enter year spouse/RDP died. To qualify for filing status 5, you
must have a qualifying child and your spouse/RDP must have died in
either of the two prior tax years. Therefore the only valid entries
here are 2020 and 2021 for a return for tax year 2022.

QSS: Non-dependent child's name. If your qualifying child is not claimed
as your dependent, you must enter the child's full name here.

CAUTION: Special entries are required for each filing status. When you
claim any filing status other than single, you must provide additional infor-
mation to make the claim. Conditions that can lead to an incomplete return
include:

MF]. Spouse’s SSN is not entered on Form 540, screen 1 (or has zeroes at
position 1 or positions 5 and 6).

MF'S. Spouse’s SSN is not entered on Form 540, screen 1 (or has zeroes at
position 1 or positions 5 and 6), or the entry for "MFS: Spouse/RDP
full name" (above) is blank.

H-of-H. The answer to "HOH: Supported by Form 3532 (ITEMIZE)" (above)
is not Yes.

QSS. There is no claim for a dependent child who lived with you and you
entered no name for "QSS: Non-dependent child's name," or your en-
try for "QSS: Enter year spouse died" is neither 2020 nor 2021.

ALL. Taxpayer's SSN is not entered on Form 540, screen 1 (or has zeroes
at position 1 or positions 5 and 6).

Cadlifornia Filing Status different from federal? You must answer Yes if you
used a different filing status, recognizing that there are only three conditions
for which this is allowed, as detailed above.

CAUTION: FTB requires Form 3532 if you file as Head of Household. Intro-
duced for the 2016 filing season, you must complete FTB Form 3532
(Head of Household Filing Status Schedule) and file it with your return
whenever you choose Head of Household as your filing status. The informa-
tion on the form is used by the FTB to help them determine your qualifica-
tions for the head of household filing status. This form is built into our soft-
ware for the Standard and Premium Levels, accessible through the Road
Map at a line below your data entry for filing status on screen 3 of Form
540. While the FTB did not design the form for the taxpayer to determine
his or her own eligibility, the software does that for you with answers to
additional questions so that you can confirm eligibility.

HoH: Supported by Form 3532 (ITEMIZE)? (/f Standard or Premium Level,
Road Map line supported by Form 3532.) Once you complete Form
3532, Yes appears here if your entries on Form 3532 support your
claim to use the head of household filing status. Otherwise, a No ap-
pears here and you must change your filing status for the return to be
valid.
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EXEMPTIONS. The qualifications are the same as those for the federal return,
and are therefore transferred here automatically by the translation of the fed-
eral return.
YOU dependent on another's return? Translated from your answer to
the same question on the federal Control Form.
SPOUSE dependent on another's return? Translated from your answer
to the same question on the federal Control Form.

6 Dependent on another's return? (auto-calc) Automatically Yes if either
of the above two answers is Yes. Like the federal return, a Yes an-
swer affects the standard deduction for low-income taxpayers and
results in no personal exemption for the taxpayer.

7 Personal. (auto-calc) Normally one if single, married filing separately,
or head of household, and two otherwise; but one less than these
counts for each person who is claimed as a dependent on another
person's return.

$ amount of credit for line 7. (auto-calc) Computed as $140 times the
preceding number for 2022, this amount may be reduced at line 32
for high-income taxpayers.

You blind at year-end? Translated from your answer to the same
question on the federal Control Form.

Spouse blind at year-end? Translated from your answer to the same
question on the federal Control Form.

8 Blind. (auto-calc) Computed as the number of Yes answers on the
preceding two lines. You must attach a doctor's statement the first
year a blind claim is made.

$ amount of credit for line 8. (auto-calc) Computed as $140 times the
preceding number for 2022, this amount may be reduced at line 32
for high-income taxpayers.

Your and spouse age at year-end. The age entries are used to deter-
mine eligibility for the senior exemption at line 9 of Form 540, eligi-
bility for senior head of household credit in Part Ill of Schedule P,
and various special calculations for certain children under 18, or un-
der 24 and a student. (The ages are translated from your age entries
on the federal Form 1040.)

You are 65 or more at year-end. (auto-calc) Answered based on the
preceding age entry.

Spouse is 65 or more at year-end. (auto-calc) Answered based on the
preceding age entry.

9 Senior. (auto-calc) Computed as the number of Yes answers on the
preceding two lines.

$ amount of credit for line 9. (auto-calc) Computed as $140 times the
preceding number for 2022, this amount may be reduced at line 32
for high-income taxpayers.

10 Total number of dependents. (Supported by the Dependents Work-

sheet.) The names and relationships on the translated worksheets
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are taken directly from the corresponding worksheets for federal re-
turn. No other information on the federal Dependents Worksheet is
used on Form 540. However, the extra information is used on the
translated worksheets on Form 3514 (Earned Income Tax Credit),
but, unlike the federal federal Form 71040 and Schedule EIC, the two
worksheets are not linked on the California return.

Total dependent exemption credit. (auto-calc) Computed as $433
times the preceding number for 2022, this amount may be reduced
at line 32 for high-income taxpayers.

11 Add line 7 through line 10. (auto-calc) Computed as the sum of mon-
etary amounts on lines 7, 8, 9, and 10.
The result on line 11 is used in computing the exemption credits at line 32 of
Form 540.

TAXABLE INCOME. Taxable income is computed from the federal AGI and de-
ductions with certain adjustments from Schedule CA, Part |, taken into ac-
count.
YOUR and SPOUSE state wages (W-2). (Supported by W-2 Work-
sheets.) A separate set of worksheets is provided for each spouse.
They are translated from the federal W-2 worksheets that support
line 1 of Form 1040 for you and spouse. W-2 wages reported on
the federal W-2 Worksheets are posted to both the federal and State
lines of the State W-2 Worksheets. CAUTION: If the State wages in
box 16 of your W-2 differs from the federal wages in box 1, you
MUST itemize and view all worksheets to ensure that the state
amounts on line 16 are posted back to Form 540. In addition, you
must ensure that the proper state SDI entries appear at line 14a of
the worksheet, not elsewhere, as described in the box below.
(Wages earned in ALL states combined must be entered, not just
those earned in California. Double-taxed income is adjusted on
Schedule S.)
How to enter SDI. California SDI (State Disability Insurance) deducted from
wages must always appear at line 14a of the W-2 Worksheets, not else-
where, irrespective of how the employee reported it to you on the Form W-
2. Therefore, if the W-2 Worksheet you completed for the federal return
has the California SDI entered on a different line, you must remove it from
that line and reenter it on line 14a along with the type. T/P: Entries on line
14a that are recognized by the FTB for type of disability plan include SDI,
CASDI, VD, VP, VPDI, and VI.

YOUR and SPOUSE federal wages. (auto-calc lines) Taken from box 1
of all W-2 worksheets, separately for you and spouse.

YOUR and SPOUSE California tax withheld. (auto-calc lines) The
amount from box 17 of the federal W-2 Worksheet is translated to
the line “California tax withheld,” and the totals are carried to Form
540 for use in computing line 71. [f the translated amount includes

payments to other states, you must remove the withholding for oth-
er states from the California W-2 worksheets.
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YOUR and SPOUSE California SDI withheld. (auto-calc lines) The

amount on the federal W-2 Worksheet line 14a is translated to the
SDI line on the California W-2 Worksheet. CAUTION: If you did not
enter SDI on line 14a of the federal W-2 Worksheet, you must
change the translated amount on line 14a of the California W-2
Worksheet to reflect the proper amount. The maximum for which
you are liable is 1.1% of all state wages combined up to a maximum
of $145,600 for wages paid in 2022. Any excess is automatically
claimed at line 74 of Form 540. (Note that any one employer who
deducts more than the prescribed percentages or applies the per-
centages to more than $118,371 of your wages from that employer
must reimburse you for any excess. You cannot claim an excess
from any one employer on line 74. The software ensures that over-
withholding by any one employer is not included in line 74 provided
you view each and every W-2 worksheet before completing the re-
turn.)

12 State wages from Form W-2. (auto-calc) Computed as the sum of

state wages above for you and spouse.

Other earned income in Schedule CA, Part I, Section A, line 1z. (Road

Map line, supported by Schedule CA.) Other earned income that is
included in line 1z of Form 1040, but not on W-2 Worksheets, ap-
pears here, as adjusted in Schedule CA, Part |, Section A.

Earned income on worksheets C, E, and F. (auto-calc, supported by

Worksheets C, E, and F.) Originally translated from federal Schedule
C, Partnership/S-corp Worksheets on Schedule E, and federal Sched-
ule F, adjustments on California Worksheets C, E, and F may change
this entry.

Total California earned income. (auto-calc) Sum of the above three

lines (the state wages from Form W-2 plus the other two lines of
earned income). This total is used in special calculations on Sched-
ule P.

Total federal earned income. This amount is translated from the earned

income amounts on the federal Form 1040. It will often differ from
the state amount when you have self-employment income because
half the federal self-employment tax is used to reduce earned in-
come for federal purposes, but there is no similar deduction for the
state. Earned income is used in determining the proper standard de-
duction for dependent filers at line 18. The earned income from
Worksheets C, E, and F are used in Schedule P as well, to determine
whether you are excepted from the minimum tax because your busi-
ness income is less than $1 million.

13 Federal AGI on Form 1040, line 11. Automatically taken from Form
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mate reasons for a difference in filing status between federal and
California returns.)

14 California adjustments -- subtractions. (Road Map line, supported by
Schedule CA, Part I.) Schedule CA, Part |, is the collection point for
adjustments for all investments, businesses, and other income. The
total subtractions from AGI due to differences between federal and
state law are posted here from Schedule CA based on the results in
columns B and C of line 23 of Schedule CA, Part I, Section C.

15 Subtract line 14 from line 13. (auto-calc) Computed as indicated, al-
lowing both negative and positive results.

16 California adjustments -- additions. (Road Map line, supported by
Schedule CA, Part I.) The total additions to AGI due to differences
between federal and state law are posted here from Schedule CA
based on the results in columns B and C of line 23 of Schedule CA,
Part I, Section C.

17 California adjusted gross income. (auto-calc) Computed as line 15
plus line 16.

If Married Filing Separately, does spouse itemize? Answer Yes only if
the other spouse itemizes on his or her California tax return. A Yes
answer will cause itemized deductions to be used whether or not the
standard deduction is more, because both you and spouse must
make the same election -- that is, both must use itemized deductions
or both must use the standard deduction.

Itemized deductions on Schedule CA, Part II, line 29. (Road Map line,
supported by Schedule CA, Part [l.) California itemized deductions
are posted here from line 29 of Schedule CA, Part Il.

Standard deduction. (auto-calc) The standard deduction for tax year
2022 is $5,202 for taxpayers filing single or married filing separate-
ly, and $10,404 for all others, but special limitations apply for de-
pendent filers (which are automatically applied by the software).

Itemized deductions used. (auto-calc) This entry is automatically Yes
when itemized deductions exceed the standard deduction as long as
you answered No to the question below line 17, “If MFS, spouse
itemizes?”

18 California standard or California itemized deduction. (auto-calc)
When the preceding answer is Yes, the itemized deductions from
Schedule CA, Part Il, are used here. Otherwise the standard deduc-
tion is used.

Taxable income to Schedule P. (auto-calc) Computed as line 17 less
line 18, allowing a negative result when line 18 exceeds line 17 as
required for calculations on Schedule P.

19 Taxable income. (auto-calc) Computed as line 17 less line 18, but no
less than zero.

The tax is computed on the basis of this adjusted taxable income.
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TAX. Tax computations are figured in a similar manner as the federal tax, ex-
ception that California does not have favorable treatment for capital gains or
qualified dividends.

Tax Table. [(auto-calc) Normally computed from the FTB Tax Table
when taxable income is $100,000 or less, but zero if an amount
from Form 3800 appears below.

Tax Rate Schedule. (auto-calc) Normally computed from the FTB Tax
Rate Schedule when taxable income exceeds $100,000, but zero if
an amount from Form 3800 appears below.

FTB Form 3800. (Road Map line, supported by Form 3800.) If a Form
8615 existed on the federal return, Form 3800 will exist on the Cali-
fornia return automatically. The result, however, is assured of full
validity only upon the final recalculation of the return. Any result
that appears here is used in line 31 in place of any other tax results.

FTB Form 3803. (Road Map line, supported by Form 3803.) If you
chose to include a child's interest and dividend income in your own
income rather than filing a return for the child, you must use Form
3803 to determine the amount of additional tax you owe. It is fully
analogous to federal Form 8814, and produces an additional tax for
most parents. (Some taxpayers choose to file a return for the child,
even though it involves additional work, because it generally results
in a slightly lower combined tax for the child and parent.)

381 Tax. (auto-calc) Computed as either the tax table or Form 3800
amount, whichever applies, plus the add-on tax from Form 3803.
An X will appear in the box on the printed Form 540 for the tax
method(s) used.

Exemptions from:

Line 11. (auto-calc lines) Exemption credits are determined automati-
cally based on the number of exemptions appearing on lines 7, 8, 9,
and 10. In the simplest case, the credit is just the amount on line
11. When this simple case applies, a Yes appears here. But for
those with higher incomes, special limitations apply.
AGI Limit Worksheet. (auto-calc lines) When the high income limita-
tion applies, a Yes appears here and the credit is computed based on
a scheduled phaseout of credits for high federal AGl. For tax year
2022, the phaseout starts at a federal AGl of $229,908 for single
and married/RDP filing separately, $344,867 for head of household,
and $459,821 for married/RDP filing jointly or qualifying surviving
spouse.

32 Exemption credits. (auto-calc lines) Computed as explained for the
one of the two preceding questions that is answered Yes by the

software.
33 Subtract line 32 from line 31. (auto-calc) As indicated, but no less
than zero.
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Tax from:

Schedule G-1. (Premium Level Road Map line, supported by Schedule
G-1.) Schedule G-1 is the FTB equivalent of federal Form 4972 for
taxing lump sum distributions from qualifying retirement plans.

Form FTB 5870A. Form 5870A is the FTB equivalent of federal Form
4970 for an additional tax on accumulation distribution of trusts.

34 Tax from Schedule G-1 and Form 5870A. (auto-calc) Computed as the
sum of the preceding two lines, these are additional special taxes on
special plans.

35 Add line 33 and line 34. (auto-calc) Computed as indicated.

SPECIAL CREDITS. Numerous credits are available by California tax laws that
have no parallel by federal tax law.

Itemize here for Schedule P, Page 2. (Road Map line, supported by Sched-
ule P Page 2.) Schedule P, page 2 is used to consolidate credits from
numerous sources. The credit names and amounts are automatically
posted to lines 43 and 44 of Form 540 for the first two credits claimed.
The total of all other credits is posted to line 45, and the individual
names and amounts appear only on Schedule P.

Itemize here for Form 3540. (Road Map line, supported by Form 3540.)
Form 3540 is an additional form for consolidating credit carryovers. If
no Schedule P exists for the return, any credit carryovers entered on
Form 3540 are posted here in the same way as described for Schedule
P, above. However, if more than two credits are claimed, you MUST
use Schedule P, so the software will automatically generate Schedule P
in this case, based on the entries on Form 3540, and will print Schedule
P instead of Form 3540 when you choose to print the complete official
return. (The software will also automatically generate Schedule P when
required for the alternative minimum tax.)

40 Nonrefundable child and dependent care credit. (Road Map line,
supported by Form 3506.) This credit is a nonrefundable credit, so it
is subject to tax liability limitations on Schedule P, page 2. Taken
from Form 3506, this credit is generally 50% of the federal credit
(from IRS Form 2441) for California AGI up to $40,000, 43% from
$40,000.01 to $70,000, 34% from $70,000.01 to $100,000, and
zero _above $100,000. Although Form 3506 is translated from the
federal Form 2441, and the California form deviates little from the
intent of the federal form, there are additional entries unique ton
Form 35086, including a list of the sources of household income oth-
er than the earned income used for figuring the credit. 7/P: Although
shown on Schedule P, it is not included in lines 43 through 45, be-
low, because it has its own line on Form 540.

43 through 45, Credit names, codes, and amounts. (Auto-calc lines,
supported by Schedule P Page 2 and Form 3540.) Credit names and
amounts are posted here from Schedule P, Part Ill, which appears on
page 2 of Schedule P (or from Form 3540 if no Schedule P, page 2,

CA-31



HowardSoft

Form 540

exists for the return). See our details for Schedule P, Part Ill, and
Form 3540 for more information.

Number quadlified for renter’s credit. The FTB provides a full page of

instruction to help you determine if you are qualified in the 2022
Form 540 Personal Income Tax Booklet (on page 23, titled Nonre-
fundable Renter’s Credit Qualification Record). Qualifications in-
clude being a resident of California for the entire 2022 tax year and
paying rent for at least half the year on your principal residence in
California. Qualifications based on income and filing status are en-
forced at the next line.

Tentative renter’s credit. (auto-calc) The nominal credit is $60 times

the preceding number. However, for 2022 the credit is disallowed if
California AGI on line 17 is more than $49,220 if single or married
filing separately ($98,440 for all other filing statuses). HINT: If mar-
ried/RDP filing separately and both spouses/RDPs lived in the same
rental property and qualified for the credit, one spouse may claim
the entire $120 (with the other spouse/RDP claiming none) rather
than both claiming $60.

46 Nonrefundable renter’'s credit. (auto-calc) For most taxpayers this

line will be the same as the preceding line. However, the credit may
be limited by tentative minimum tax on Schedule P. Therefore, if a
Schedule P exists for the return, the limited amount is taken from
column (b) of line 16 of Schedule P, page 2 upon the final recalcula-
tion of the return.

47 Add lines 43 through 46. Total credits. (auto-calc) Computed as indi-

cated.

48 Subtract line 47 from line 40. (auto-calc) Computed as indicated, plus

the above special tax, but no less than zero.

OTHER TAXES. Two additional taxes are reported here:
61 Alternative minimum tax (Schedule P). (Road Map line, supported by

Schedule P, Page 1.) Only page 1 of Schedule P relates to the alter-
native minimum tax; page 2 relates to credits. Schedule P, page 1,
is automatically created and completed upon final recalculation of
the return when the software determines it is needed. Nevertheless,
you will generally have to make entries on Schedule P, page 1, your-
self if you have any tax preferences other than the ones on Sched-
ules A and D, such as accelerated depreciation or depletion.

62 Mental Health Services Tax. (auto-calc) Computed as 1% of taxable

income (Form 540, line 19) if more than $1 million; otherwise, zero.

Tax/recapture from Form 3540. (Road Map line, supported by Form
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the Employer Childcare Program Credit, code 189, and the Farm-
worker Housing Credit, code 207). If an entry appears on this line
and none appears on the other lines for line 63, “3540" is printed on
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the Official Form 540 to the left of line 63. Otherwise, it appears in

a supporting statement for line 63.

Tax/recapture from Form 3805P on IRAs and other qualified retire-
ment plans: Form 3805P. (Road Map line, supported by Form
3805P.) Taken from the line "Total tax for Form 540, line 63" on
Form 3805P (Additional Taxes on Qualified Plans (including IRAs)),
this is the sum of taxes computed in Parts I, Il, and Il of the form.
These taxes are essentially penalty taxes stemming from early distri-
butions from retirement plans, excess distributions from tax-favored
education and tuition accounts (amounts not used for educational
expenses), and excess distributions from tax-favored medical sav-
ings accounts (amounts not used for medical expenses). If an entry
appears on this line and none appears on the other lines for line 63,
“3805P" is printed on the Official Form 540 to the left of line 63.
Otherwise, it appears in a supporting statement for line 63.

Tax/recapture from NODC. If you received income under a nonquali-
fied deferred compensation (NODC) plan or discounted stock options
and stock appreciation rights (under federal IRC 409A), you will gen-
erally be subject to a 5% tax on the amount required to be included
in income plus interest. You must enter that amount here. Any entry
you make here will be automatically identified to the FTB by the
code “NODC" either to the left of line 63 or in a supporting state-
ment for line 63.

Tax/recapture from Other. This line is provided for other taxes, in-
cluding recapture taxes. You must report any tax for this line in a
supporting statement that identifies the associated form in 6 charac-
ters or less_in the description column (3807, 3808, etc.) and the
dollar amount in the amount column. If only one tax is identified in
the support (and none appears on the preceding line), it is printed on
the Official Form 540 to the left of line 63. Otherwise, the taxes will
be printed in a supporting statement for this line. Among the taxes
that should be reported here are the recapture of credits from the re-
capture sections of the following FTB forms (not built into the soft-
ware except for selected forms that may be built into the Premium
Level software):

Form 3807, Local Agency Military Base Recovery Area Deduction
and Credit Summary (enter only 3807 in the description column),

Form 3808, Manufacturing Enhancement Area Credit Summary (en-
ter only 3808 in the description column), and

Form 3809, Targeted Tax Area Deduction and Credit Summary (en-
ter only 3809 in the description column).

Section 453 or 453A interest. If you owe interest on deferred tax
from installment obligations, you must enter the amount of addi-
tional tax here. The special rules that impose this interest apply
to nondealer sales exceeding $150,000. In the description col-
umn enter only S453 or S453A, depending on whether the inter-
est is IRC Section 453 interest or IRC Section 453A interest.
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63 Other taxes and credit recapture. (auto-calc) Computed as the sum
of the preceding entries for "Tax/recapture.”

64 Add lines 48, 61, 62, and 63. Total tax. (auto-calc) Computed as indi-
cated.

PAYMENTS. Withholding and other tax payments made are reported here.

California income tax withheld on Form W-2. (auto-calc) Computed as
the sum of California income tax withheld for you and spouse, as re-
ported in line 17 of the W-2 worksheets attached to the lines above
line 12.

California income tax withheld on Form W-2G. If there was any Cali-
fornia state income tax withheld on any Forms W-2G (Gambling
Winnings) received for 2022, you must enter that amount here (as
shown in box 15 of 2022 Form W-2G).

California income tax withheld on Form 1099-R. If there was any Cali-
fornia state income tax withheld on any Forms 1099-R (Distributions
from Pensions, Profit-Sharing Plans, IRAs, etc.) received for 2022,
you must enter that amount here (as shown in box 14 of Form
1099-R).

California income tax withheld elsewhere - ITEMIZE. Except for with-
holding on Forms 592-B and 593, which is reported on line 73, if
any other California income tax was withheld for 2022 and not in-
cluded in the preceding three lines, such as backup withholding from
Forms 1099-INT, 1099-DIV, or 1099-B, you must enter it in a sup-
porting statement for this line. CAUTION: This is quite different from
the IRS requirements for the Federal return, where the need to item-
ize is extremely rare because amounts from several 1099s are in-
cluded automatically and special lines are provided for K-1s and all
other 1099s. For California, only amounts on the preceding three
lines are absolved from itemizing. For all other withholding, enter in
the support for this line the name of the form in the description col-
umn and the California state income tax witholding in the amount
column. TIP: Acronyms that are recognized by the FTB for forms
that report withholding include W-2GU, 1099A, 1099B, 1099C,
71099D1V, 1099G, 1099INT, 1099LTC, 1099MISC, 1099MSA,
710990ID, 1099PATR, 1099Q, 1099S, 1099SSA, and 1099RRB.

If not reported to you on a Form W-2 or 1099, explain. The FTB also re-
quires a brief explanation for why any withholding you entered for
the preceding line was not reported to you and a W-2 or 1099 type
form. You entry here (35 characters or less) is printed above the la-
bel for line 71 on the official printout of Form 540.

71 California income tax withheld. (auto-calc) Computed as the sum of
the preceding four monetary lines.

2022 estimated tax payments plus 2021 refund applied. (Road Map
lines, supported by Control Form.) The four quarterly payments for

California estimated tax for 2022 and the tax refund applied from
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the 2021 return are taken from you entries on screen 2 of the Con-
trol Form.

Tax paid with Form FTB 3519. (Road Map line, supported by Form
3579.) Although you no longer have to formally apply for a filing ex-
tension, you must remit any tax due by the regular filing deadline
(April 18, 2023).

72 2022 estimated tax payments and other payments. (auto-calc) Com-
puted as the sum of the preceding two lines. The individual quarterly
amounts are also used in the automation of Form 5805.

73 Withholding (Form 592-B and/or 593). When you sell real estate in
California, you should receive a Form 592-B or 593 that reports any
withholding deducted from your proceeds. You must enter that with-
holding on the appropriate line below. Withholding on any other form is
reported on line 71 instead.

California income tax withheld on Form 592-B. Enter here the sum of
amounts on lines 2 and 3 of Part IV of California Form 592-B (Resi-
dent and Nonresident Withholding Tax Statement). If you make an
entry here, you must attach a copy of the Form 592-B behind Form
540 when you file the return.

California income tax withheld on Form 593. Enter here the amount
on line 5 of Part Ill of California Form 593 (Real Estate Withholding
Tax Statement). If you make an entry here, you must attach a copy
of the Form 593 behind Form 540 when you file the return.

73 Withholding (Form 592-B and/or 593). (auto-calc) Computed as the
sum of the preceding two amounts.

74 Excess SDI (or VDPI). (auto-calc) Computed as the excess withheld
because of withholding from more than one employer based on the
FTB’s Excess SDI (or VDPI) Worksheet, using amounts entered on
the W-2 Worksheets that support line 12 of Form 540. See our in-
structions for “YOUR and SPOUSE California SDI withheld” above
line 12 of Form 540 for more information.

75 Earned income tax credit (EITC). (/f Standard or Premium Level,
Road Map line, supported by Form 351714.) This credit is similar to
the federal Earned Income Credit (EIC), but the income limitations
are much tighter and the credit is much smaller. Furthermore, you
must always file FTB Form 3514 to claim it, whether or not you
have a qualifying child. Form 35174 s automatically created if you
qualify for the childless version of the EIC. However, unlike the fed-
eral Schedule EIC, FTB Form 3514 is not automatically created and
completed when a dependent qualifies you for the credit, since the
Dependent Worksheet for California has minimal information. On the
other hand, for a California return translated from a federal return,
Form 3514 will be created when Schedule EIC exists for the federal

return, but you must supply additional information not available from
the federal return on Form 3514 and its worksheets.
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76 Young Child Tax Credit (YCTC). (/f Standard or Premium Level, Road

Map line, supported by Form 35174.) This line is used to claim a spe-
cial credit for taxpayers who have at least one child under 6 years
old. This credit, introduced in 2019, can amount to as much as
$1,083 for low-income taxpayers. It is claimed on FTB Form 3514,
like the Earned Income Tax Credit (EITC), and requires that you qual-
ify for the EITC before you can claim this Young Child Tax Credit.

77 Foster Youth Tax Credit (FYTC). (/f Standard or Premium Level, Road

Map line, supported by Form 35174.) This line is used to claim a spe-
cial credit for certain taxpayers of age 18 through 25 who qualify for
the Earned Income Credit (EITC) and were in foster care at age 13 or
more. This credit, new for the 2022 tax year, can amount to as
much as $1,083 for low-income taxpayers ($2,166 if both spouses
qualify on a joint return). It is claimed on FTB Form 3514, like the
Earned Income Tax Credit and the Young Child Tax Credit.

78 Total payments. Add lines 71 through 77. (auto-calc) Computed as

USE TAX.

indicated.

Although widely overlooked by taxpayers, California requires you to

pay sales tax on purchases from other states if you use the items in Califor-
nia, but gives you credit for any sales tax paid to that other state.
91 Use Tax. For out-of-state purchases only, enter the sales tax that

would have applied if you had bought the item in California, but re-
duced by any sales tax you paid to the other state for the item. See
FTB instructions for a worksheet and a table to help you make this
calculation. TIP: The use tax you pay through this line is intended
for personal purchases, not business purchases. Instead, you must
generally pay use tax on business purchases directly to the Califor-
nia Department of Tax and Fee Administration (CDTFA), which you
can contact at cdtfa.ca.gov or 1-800-400-7115.)

If line 91 is zero... If you enter zero for line 91, you must explain why

by choosing one of the following:

You paid your use tax obligation directly to CDTFA. If you owe use

tax and do not pay it with your return through line 91, you must pay
it directly to the California Department of Tax and Fee Administra-
tion (CDTFA) like businesses do. Answer Yes here if you choose
that option instead of paying through Form 540 via the amount on
line 91. (You cannot answer Yes here unless line 91 is zero.)

No use tax is owed. (auto-calc) Answered as Yes only when line 91 is
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ISR PENALTY. If you do not maintain minimum essential health care coverage,
you may owe an Individual Shared Responsibility (ISR) penalty.
92 Did you and your household have full-year health care coverage?
If No, see form FTB 3853 to determine if you owe an ISR penalty. .

Individual Shared Responsibility (ISR) Penalty. If you answered No
above, enter your individual shared responsibility penalty from form
FTB 3853.

OVERPAID TAX OR TAX DUE. Preliminary results are summarized here.
93 Payments balance. (auto-calc) Computed as line 78 less line 91, but
no less than zero.

94 USE TAX BALANCE. (auto-calc) Computed as line 91 less line 78,
but no less than zero.

95 Payments after ISR Penalty. (auto-calc) Computed as line 93 less
line 92, but no less than zero.

96 ISR Penalty Balance. (auto-calc) Computed as line 92 less line 93,
but no less than zero.

97 Overpaid tax. (auto-calc) Computed as line 95 less line 64, but no
less than zero.

2023 estimated tax from Form 540-ES. (Road Map line, supported by
Form 540-ES.) This line is not a part of the Official Form 540, but is
provided to access Form 540-ES for determining the estimated tax
payments required for the next tax year. The amount shown here is
the total estimated tax due. If you plan to apply any or part of the
excess payment on line 97 to estimated tax payments for 2023, the
percentage you enter below will control the maximum amount to be
applied. [/f you complete no Form 540-ES but you want to apply
some of the refund to next year's estimated tax, enter 100% below
and the dollar amount to apply here. HINT: If you know beforehand
that you will want to apply the entire refund, you can enter any un-
reasonably large amount here to force the application, since this line
is not printed on the Form 540 that is filed with the FTB.

Percent of above estimated tax to prepay. This entry controls the
amount of any overpayment appearing on line 97 that will be applied
to 2023 estimated taxes via line 95, below. If you complete a Form
540-ES, you will typically enter 25% here so that the first quarter's
estimated tax payment is automatically made. Or, if you prefer, you
could pay up to the amount of estimated taxes for the entire year by
entering 100% here.

98 Amount of line 97 to apply to your 2023 estimated tax. (auto-calc)
Computed as the lesser of the above percentage of the 540-ES esti-
mate and the amount on line 97.

99 Overpaid tax available this year. (auto-calc) Computed as line 97
less line 98, but no less than zero.

100 Tax due. (auto-calc) Computed as line 64 less line 95, but no less
than zero.
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CONTRIBUTIONS. California provides for a means for you to voluntarily con-
tribute directly to certain special state funds through your tax return. The
funds are identified on the form by codes (400 through 446 for 2022), and no
line numbers apply to these funds. (The total line for all funds combined is line
110.) Contributions to the first fund are limited to the amount of senior ex-
emption claimed on line 9.

You and/or spouse elects to contribute to Seniors Special Fund? This
fund provides services and advocacy for seniors. Anyone who
claims the seniors’ exemption credit on line 9 can contribute any
even dollar amount up to the amount of his or her exemption. Ac-
cordingly, your entries are rounded to even dollar amounts and limit-
ed to no more than $140 for each spouse for 2022, and are zeroed
for any spouse who does not claim a senior exemption on line 9.

400 CA Seniors Special Fund. (auto-calc) Computed as the sum of the
above two entries for you and spouse. This total is not shown on
the screen because of space limitations, but appears on all printouts
of Form 540 and is used in the calculations.

Contributions to the remaining funds can be made in any whole dollar
amounts. Your contributions will increase the tax you owe (or decrease your
refund) by the amount of the contribution. (For more detail on any of these
funds, see Voluntary Contribution Fund Descriptions on page 24 of the 2022
Personal Income Tax Booklet.

401 Alzheimer's Disease and Related Dementia Fund. For researching
the cause, cure, and treatment of Alzheimer's disease and related
disorders.

403 Rare and Endangered Species Preservation Program. For the con-
servation of endangered and rare fish, wildlife, and plants.

405 CA Breast Cancer Research Fund. To fund programs for the cure,
screening, and treatment of breast cancer.

406 CA Firefighters' Memorial Fund. For the construction of a memorial
to California firefighters at the state capitol.

407 Emergency Food for Families Fund. To help local food banks feed
hungry people in California.

408 CA Peace Officer Memorial Foundation Fund. To maintain and an-
nually update a memorial on State Capitol grounds.

410 CA Sea Otter Fund. To fund research and programs related to the
near-shore ecosystem and increased investigation, prevention, and
enforcement of sea otter protection.

413 CA Cancer Research Fund. To fund research on the causes, detec-
tion, and prevention of cancer and to expand various education pro-
grams.

422 School Supplies for Homeless Children Fund. To provide school
supplies and health products to homeless children.

423 State Parks Protection Fund/Parks Pass Purchase. To protect and
preserve California’s state parks and help fund the Vehicle Day Use
Annual Pass.
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424 Protect Our Coast and Oceans Fund. For grants and programs that
preserve, protect, or enhance coastal resources and promote coastal
and marine educational activities for underserved communities.

425 Keep Arts in Schools Fund. For grants for administering arts pro-
grams in preschool through 12™ grade.

431 Prevention of Animal Homelessness and Cruelty Fund. To support
programs to prevent and eliminate animal homelessness and cruelty,
research to explore new methods, and prosecution of animal cruelty
and neglect.

438 California Senior Citizen Advocacy Fund. To conduct the sessions
of the California Senior Legislature and support its ongoing activities
on behalf of older people.

439 Native California Wildlife Rehabilitation Fund. To support the re-
covery and rehabilitation of native wildlife and conservation educa-
tion.

440 Rape Backlog Kit Fund. For DNA testing in the processing of rape
kits.

441 Organ and Tissue Donor Registry Fund. To fund the Donate Life
California Organ and Tissue Registrar for maintaining the registry.
442 National Alliance on Mental Illness Fund. To fund the Crisis Inter-
vention Team Program for training peace officers to deal with people

with mental illness.

444 Suicide Prevention Fund. To fund crisis center programs for suicide
prevention.

110 Total contributions. (auto-calc) Computed as the sum of contribu-
tions for contribution codes 400 through 444.
Note that these contributions are not deductible on the return, but rather in-
crease your tax liability (or reduce your refund). They are merely a direct
means of contributing to the funds.

AMOUNT YOU OWE. The Voluntary Contributions are reflected in the final
amounts below.
111 AMOUNT YOU OWE. (auto-calc) Computed as the sum of lines 94,
96, 100, and 110 less line 99, but no less than zero.
In spite of the FTB label for this line, interest and penalties are not reflected in
this result, but are added in the next section instead.

INTEREST AND PENALTIES. The FTB will generally compute penalties for you
and bill you, but you can get a complete picture of the tax bite by reflecting
them here yourself.

112 Interest, late return penalties, and late payment penalties. Enter
here only the amount included in the payment enclosed with the re-
turn that is to be applied to any late penalties and interest. This is
NOT the penalty for underwithholding or underpayment of estimated
tax, but the penalties and interest for not filing or paying on time.
The late payment penalty (penalty for not paying by April 15) is 5%
of the tax due. In addition, interest is charged at 1/2% per month (or
part of a month) until paid. The late filing penalty (penalty for not fil-
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ing by October 15) is 256% of the tax due. (Because an automatic 6-
month extension is available, there is no penalty for not filing by
April 15.)

Is Form 5805 attached? (auto-calc, supported by Form 5805/56805F.)
Automatically Yes if a Form 5805/5805F exists for the return and
you do NOT qualify for 5805F.

Is Form 5805F attached? (auto-calc, supported by Form 5805/5805F.)
Automatically Yes if a Form 5805/5805F exists for the return and
you qualify for 5805F because of your farm income.

113 Underpayment of estimated tax (Form 5805). (Road Map line, sup-
ported by Form 5805.) Form 5805 is automatically generated when
a penalty may exist, unless you answered No to the auto-create
question in the first section of Form 540. However, if you are a
farmer or fisherman, you should supply additional information on
Form 5805 so that the software can determine whether you qualify
for the more liberal Form 5805F. (You need not complete Form
5805 or 5805F if you want the FTB to figure the penalty for you
and send you a bill.)

114 Total amount due. (auto-calc) Computed as the sum of lines 93,
97, 110, 112, and 113 less line 96, but no less than zero, this is
the total check that must be written to the Franchise Tax Board, not
just the amount on line 111.

Are you paying the full amount due? You may choose to pay less than
the full amount due, and penalties will apply only to the balance not
paid. If you will be paying the full amount shown on the preceding
line, answer Yes here.

Amount to be paid. If you answered Yes above, the total due appears
here. But if you answered No, you must enter the amount you will
pay. If you choose a direct debit from your account, below, this is
the amount by which your account will be debited. (If you pay by
check, you must send your check to the FTB without a voucher. The
last year for which the FTB issued a voucher for tax due on a paper
Form 540 return was 2013. On the other hand, vouchers are still re-
quired for extensions (FTB 3519) and estimated tax payments (FTB
540-ES).)

REFUND AND DIRECT DEPOSIT. Complete the following lines to direct the
FTB to deposit any refund directly in your account.

115 REFUND or NO AMOUNT DUE. (auto-calc) Computed as line 99 less
the sum of lines 94, 96, 100, 110, 112, and 113, but no less than
zero.

CAUTION: Do not complete the following entries if there is no refund. If
you receive the message "is NOT calculated!" when you attempt to print a
return could be an indication that you have an amount due on the return but
have entries for routing number and account number below. You must re-
move any entries on these lines if there is no refund available.
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BRouting number 1. This number tells where to send a wire transfer of
funds. If a checking account, the number is the first set of computer
numbers printed at the bottom of your checks, and should be 9 dig-
its long. Otherwise you must get the number from your bank.

Account type l: Checking? You must identify whether the account to
which you want the refund deposited is a checking account or a sav-
ings account. However, if you do not supply a routing number,
above, of at least 9 characters length, a Yes answer will not be al-
lowed here and both this and the next entry will be No.

Account type 1: Savings? (auto-calc) Automatically the opposite of the
preceding answer if you entered a routing number of at least 9 char-
acters, and No otherwise.

Account number 1. Enter full account number, including the bank's branch
number. If a checking account, the number is the second set of
numbers printed at the bottom of your checks. (Be sure not to in-
clude the last set of numbers, which is your check number.)

116 Direct deposit amount 1. (auto-calc) Incomplete bank information will
not be accepted by the FTB, so no amount will appear here if any-
thing is missing in your entries. For example, the routing number
must be 9 digits starting with 01 through 12 or 21 through 32, you
must identify the type of account by a Yes for either checking or
savings, and you must enter an account number. /f you satisfy all
these conditions, the full amount on line 115 will appear here unless
you specified a second bank, below, for a portion of the refund.

Second account for direct deposit. |f you have a refund on line 115 and use
direct deposit for your refund, you can now instruct the FTB to put a portion
of the refund in a second account rather than the entire amount in the ac-
count identified above. Once you enter valid routing and account numbers for
the second account, below, you can enter an amount on line 117 and the
amount for line 116 will be automatically reduced so that the sum of lines
116 and 117 matches line 115.

Routing number 2. See our instructions for “routing number 1.”

Account type 2: Checking? See our instructions for “account type 2.”

Account type 2: Savings? (auto-calc) Automatically the opposite of the
preceding answer if you entered a rounting number of at least 9
characters, and No otherwise.

Account number 2. See our instructions for “account number 1.”

117 Direct deposit amount 2. Enter here the amount of refund you want
deposited in the second account. You can enter no more than the
amount on line 115, and the amount on line 116 will be reduced ac-
cordingly. You will not be allowed to make an entry here until you
have entered valid routing and account numbers for account 2.

VOTER INFORMATION. This section refers you to FTB instructions and a spe-
cial website.

Do you need voter registration information? If Yes, go to

sos.ca.gov/elections for comprehensive information on voter regis-
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tration. CAUTION: Answering Yes here does NOT register you to
vote; it merely reminds you to get information through the internet.

THIRD PARTY DESIGNEE. Information you supply below will appear at the
bottom of page 2 of the official printout of Form 540, designating another
person to be allowed to discuss your return with the IRS. CAUTION: This in-
formation is NOT translated from the federal Form 1040 because you must
separately affirm your choice of a designee for the California FTB.

Do you want to allow another person to discuss this return with the
FTB? (auto-calc) This answer is automatic based on your entry of a
designee’s name or phone number below. If you make no entries be-
low, the answer is No. If you make any entry below, the answer is
Yes. This answer is used to mark the proper check-box at the bot-
tom of page 5 of the official printout of Form 540.

Designee’s Name. You must enter the name of the designee in 25 charac-
ters or less. The designee can be anyone you choose to allow to com-
municate with the FTB for you, including a friend or relative or your
paid preparer. The person you designate here is allowed to give the
FTB any missing information from the return, to call the FTB for infor-
mation about the processing or status of the return, and respond to
FTB notices concerning errors in the preparation of the return, but
does not otherwise represent you before the FTB. (CAUTION: The
FTB no longer allows you the just enter PREPARER here when the
paid preparer for the return is the designee.)

Designee’s Telephone Number. Enter the phone number complete with
area code in 15 characters or less.

AMENDED RETURN. After you have successfully filed an original return for
the tax year, you can file an amended return thereafter. To do so, you must
complete the new Schedule X, which you can access below or as form 43
from the Forms Menu.

Is this an AMENDED RETURN (Schedule X). (Road Map line, supported by
Schedule X.) Schedule X (California Explanation of Amended Return
Changes) is required to file an amended return. The amended return
consists of a revised Form 540 return accompanied by Schedule X.
If the answer to “Schedule X properly completed?” on the last
screen of Schedule X is Yes, Yes will appear here. Otherwise, the
answer is no and Schedule X will not be printed with the return.

Federal return attachment required. (auto-calc) Automatically Yes if the re-
turn contains a California Worksheet C, E, or F, a California Schedule D, D-1,
or P, or a California Form 3800, 3801, 3805E, 3805P, or 3885A. You should
send a copy of the federal return when you file the California return if this an-
swer is Yes. If the answer here is Yes, the phrase “ATTACH FEDERAL RE-
TURN” will be printed in the upper right area of the absolute positioning Form
540 printout. Otherwise, the phrase "DO NOT ATTACH FEDERAL RETURN”
will be printed.
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Schedule CA / California Adjustments

California adjustments to federal AGI and itemized deductions. This schedule
consolidates the differences between federal and California amounts for most
federal forms and schedules. Part / is used to determine the net adjustment to
federal AGI for use in computing California AGI (Form 540, line 17). Part Il is
used to determine the California itemized or standard deduction for use in
computing California taxable income (Form 540, line 18). The two parts of the
schedule are handled in the software as two separate forms: Schedule CA,
Part |, is form 3 on the Forms Menu and Schedule CA, Part ll, is form 4. Part /
of Schedule CA is accessible through the Road Map from lines 14 and 16 of
Form 540. Part Il of Schedule CA is accessible through the Road Map from
the line "ltemized deduction, CA,Il,29" above line 18 of Form 540.

Special requirements for entries on absolute positioning Schedule CA.
Schedule CA is among the FTB absolute positioning forms (including Form
540, Form FTB 3514, Form FTB 5805, and Schedule X) that must comply
with strict FTB specifications, including position, format, and allowed char-
acters:

(1) Monetary data must be printed LEFT-justified within defined boxes on
the graphic forms and must have NO punctuation (no commas nor
decimal points).

(2) Text data must be printed left-justified and upper case, and must gener-
ally be devoid of any punctuation or symbols, with a few specified
exceptions that allow slashes (/) and dashes (-). And many of them
must also be devoid of leading spaces and embedded spaces, includ-
ing your entry for the first name of taxpayer and spouse.

(8) The location of data on the printed form must be exactly as specified by
the FTB. There is no allowance for extra lines for itemized lists or
flags not specified by the FTB.

PART I, INCOME ADJUSTMENT SCHEDULE. The first part of Schedule CA,
accessed through the Road Map from lines 14 and 16 of Form 540 and identi-
fied on the Forms Menu as form 3 (CA Part 1), collects all differences that af-
fect California AGI. Income and deductions from wages, investments, busi-
nesses, and other activities affect this schedule. Adjustments to federal AGI
are computed here in order to determine California AGI (Form 540, line 17) by
appropriately adjusting federal AGI (Form 540, line 13) for California purposes.
Each line in Part | contains three parts: column A for amounts on federal Form
1040, column B for amounts to be subtracted from column A for California re-
turns, and column C for amounts to be added to column A for California re-
turns.
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Section A -- Income from federal Form 1040. The first section is based on in-

come reported on lines 1a through 7 of federal Form 71040. Most lines are

translated directly from Form 1040, but others are translated indirectly from
federal Schedules B and D.

la Total from Form(s) W-2, box 1. (auto-calc) Taken from the W-2 Work-

sheets you completed for line 12 of Form 540, this is the total

amount reported in box 1 of the Forms W-2. CAUTION: If the

amount on line 1a of federal Form 1040 is less than this amount,

you must use the Override Key (F8 or ctrl-O) to access this line and

change it to match the federal amount. The mismatch occurs be-

cause, in spite of the IRS and FTB labels for this line, line 1a must

exclude here nonqualified deferred compensation and/or prison in-

mate wages that are included in box 1. Instead, these amounts are
reported as income on lines 1t and Tu of federal Schedule 1 and

California Schedule CA, Part I, Section B.

B-Wage subtraction. (auto-calc) Computed as the above amount on
line 1a less the state wages shown on line 12 of Form 540 (from
Form(s) W-2, box 16), but no less than zero. CAUTION: If an
amount appears on this line because state wages are less than fed-
eral wages, and you had to override the above amount on line 1a,
you will have to override this line as well so that nonqualified de-
ferred compensation and/or prison inmate wages are not included in
the computation.

C-Wage addition. (auto-calc) Computed as the state wages shown on
line 12 of Form 540 less the above amount on line 1a, but no less
than zero. You may automatically have an amount here if you are
classified by California as an employee and have an amount in box
16 of Form(s) W-2, but are classified as an independent contractor
for federal purposes, and so have no amount in box 1 of Form(s) W-
2. But if this case applies to you and you received no Form W-2,
you must override this line with the amount from line 7 (Gross in-
come) of your federal Schedule C. CAUTION: If an amount appears
here because you overrode line 1a to reduce the amount by nonqual-
ified deferred compensation and/or prison inmate wages, you must
override this line as well, usually to zero.

1b Household employee wages not reported on Form(s) W-2. Translated
from federal Form 1040, line 1b.
B-Wage subtraction. Enter any amount in line 1b that is not taxable by
California.
C-Wage addition. Enter any amount not included in line 1b that is tax-
able by California.
lc Tip income not reported on line la. Translated from federal Form
1040, line 1c.
B-Wage subtraction. Enter any amount in line 1¢ that is not taxable by
California.

CA-44



California Supplement (2023 Edition)

Schedule CA

C-Wage addition. Enter any amount not included in line 1c that is tax-
able by California.

1d Medicaid waiver payments not reported on Form(s) W-2. Translated
from federal Form 1040, line 1d.

B-Wage subtraction. Enter any amount in line 1d that is not taxable by
California. TIP: If line 1d, above, includes California IHSS supple-
mentary payments, enter those payments here. (IHSS providers re-
ceive an IHSS payment for sales tax they may have paid on IHSS
services they provide.)

C-Wage addition. Enter any amount not included in line 1c¢ that is tax-
able by California.

le Taxable dependent care benefits from federal Form 2441, line 26.
Translated from federal Form 1040, line 1e.

B-Wage subtraction. Enter any amount in line 1e that is not taxable by
California.

C-Wage addition. Enter any amount not included in line 1e that is tax-
able by California.

1f Adoption benefits on federal Form 8839, line 29. Translated from fed-
eral Form 1040, line 1f.
B-Wage subtraction. Enter any amount in line 1f that is not taxable by
California.
C-Wage addition. Enter any amount not included in line 1f that is tax-
able by California.

1g Wages from federal Form 8919, line 6. Translated from federal Form
1040, line 1g.
B-Wage subtraction. Enter any amount in line 1g that is not taxable by
California.
C-Wage addition. Enter any amount not included in line 1g that is tax-
able by California.

1h Other earned income. Translated from federal Form 1040, line 1h.

B-Wage subtraction. Enter any amount in line 1b that is not taxable by
California. TIP: You may have an entry for this line if line 1h includes
certain sick pay benefits, ridesharing fringe benefits, or compensa-
tion from exercising a California Qualified Stock Option. See FTB in-
structions for this line for details.

C-Wage addition. Enter any amount not included in line 1b that is tax-
able by California. T/P: If box 12 of a Form W-2 includes an amount
identified as Code W (for employer HSA contributions), enter that
amount here.

li Nontaxable combat pay election. Your entry here applies only to col-
umn C of Schedule CA, Part I, Section A. It is not shown in column
A because it is not included in taxable income on the federal return.
In fact, it appears on Form 1040, line 1i, only for information pur-
poses and only if you claimed the federal Earned Income Credit (EIC)
and elected to include the combat pay in earned income when com-
puting that credit. By contrast, combat pay is not nontaxable for
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California, so it must be reported here for use in Column C, irrespec-
tive of whether it appears on Form 1040, line 1i. CAUTION: If no
amount appears here but you have federally nontaxable combat pay,
you must enter the amount yourself. (The amount appears here au-
tomatically when translated from the federal return only if you
claimed the EIC and elected to include it in the computation of that
credit.)

1z Add lines la through li. (auto-calc) Computed as “Federal W-2
wages in Form 1040, line 1” plus “TOTAL federal other income in
Form 1040, line 1,” this is the amount for column A (federal
amounts). It should match the amount on Form 1040, line 1 for the
federal return that was translated.

B-Wage subtraction. (auto-calc) If the sum of “California adjustment to
federal W-2 wages” and “California other adjustments for Schedule
CA, line 1” is less than zero, computed as that amount expressed as
a positive number. Otherwise, zero.

C-Wage addition. (auto-calc) If the sum of “California adjustment to
federal W-2 wages” and “California other adjustments for Schedule
CA, line 1" is greater than zero, computed as that amount. Other-
wise, zero.

2 Taxable interest b. (Road Map line, supported by Worksheet B.) Taken
from our Worksheet B, which handles taxable and nontaxable inter-
est and dividends reported on federal Schedule B, this is the interest
income taxable on the federal return, and is the amount for column
A (federal amounts).

B-Interest subtraction. (Road Map line, supported by Worksheet B.)
This is the amount computed on Worksheet B for interest taxed by
federal law but not California law.

C-Interest addition. (Road Map line, supported by Worksheet B.) This
is the amount computed on Worksheet B for interest taxed by Cali-
fornia law but not federal law.

a Tax-exempt interest. This is federal tax-exempt interest translated
from Form 1040, line 2a. It appears on Schedule CA for information-
al purposes only and is not used in any California calculations.

8 Ordinary dividends b. (Road Map line, supported by Worksheet B.)
Taken from our Worksheet B, which handles taxable and nontaxable
interest and dividends reported on federal Schedule B, this is the div-
idend income taxable on the federal return, and is the amount for
column A (federal amounts).

B-Interest subtraction. (Road Map line, supported by Worksheet B.)
This is the amount computed on Worksheet B for dividends taxed by
federal law but not California law.

C-Interest addition. (Road Map line, supported by Worksheet B.) This
is the amount computed on Worksheet B for dividends taxed by Cali-
fornia law but not federal law.
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a Qualified dividends. This is federal qualified dividends translated
from Form 1040, line 3a, which receive favorable treatment on the
federal return but not the California return. It appears on Schedule
CA for informational purposes only and is not used in any California
calculations.

4 IRA distributions a. Translated from federal Form 1040, line 4a, this is
the total of IRA distributions received as reported on Form 1099-R
Worksheets for Form 1040. distributions.

A-Federal taxable amount b. Translated from federal Form 1040, line
4Db, this is the part of IRA distributions that is taxable on the federal
return.

B-Part NOT California taxable. Because California law differed from
federal law before 1987 on the amount of IRA contributions that
could be deducted, the amount that is taxed when you receive bene-
fits can be less on a California return, resulting in an amount for this
line. You could also have an amount for this line if the past deduc-
tions on your California return were less than those on your federal
return or you had conversions that were treated differently under
California law. See the FTB 2022 Instructions for Schedule CA and
FTB Pub. 1005 (Pension and Annuity Guidelines) for guidelines on
determining the amount to enter here.

C-Additional NOT federal taxable. You could also have an amount for
this line if the past deductions on your California return were more
than those on your federal return or you had conversions that were
treated differently under California law. See the FTB 2022 Instruc-
tions for Schedule CA and FTB Pub. 71005 (Pension and Annuity
Guidelines) for guidelines on determining the amount to enter here.

5 Pensions and annuities a. Translated from federal Form 1040, line 5a,
this is the total of distributions from pensions and annuities.

A-Federal taxable amount b. Translated from federal Form 1040, line
5b, this is the part of distributions from pensions and annuities that
is taxable on the federal return.

B-Part NOT California taxable. Because California law differs from
federal law for certain types of pensions, you could have an amount
for this line. See the FTB 2022 Instructions for Schedule CA and
FTB Pub. 1005 (Pension and Annuity Guidelines) for guidelines on
determining the amount to enter here.

C-Additional NOT federal taxable. Because California law differs from
federal law for certain types of pensions, you could have an amount
for this line. See the FTB 2022 Instructions for Schedule CA and
FTB Pub. 1005 (Pension and Annuity Guidelines) for guidelines on
determining the amount to enter here.

6 Social security benefits a. Translated from federal Form 1040, line 5a,
this is the total amount of benefits received.
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Taxable amount b. Translated from federal Form 1040, line 5b, this is
the taxable part of benefits received. This amount appears in column
A (federal amounts) of Schedule CA.

B-Amount NOT California taxable. (auto-calc) California does not tax
social security benefits, so the above taxable amount for column A
is used for column B as well and no amount appears in column C.

7 Capital gain or (loss). (Road Map line, supported by Schedule D.)

Taken from California Schedule D, which is translated from federal
Schedule D, this is the taxable capital gain or loss on the federal re-
turn, and is the amount for column A (federal amounts)..

B-Capital gain subtraction. (Road Map line, supported by Worksheet
D.) This is the amount computed on Schedule D for capital gains
taxed by federal law but not California law.

C-Capital gain addition. (Road Map line, supported by Worksheet D.)
This is the amount computed on Schedule D for capital gains taxed
by California law but not federal law.

Section B -- Additional Income from federal Schedule 1. The second section is
based on income reported on federal Schedule 1, lines 1 through 9. Some
lines are translated directly from federal Schedule 1, but most are translated
indirectly from federal Form 4797 and Schedules C, E, and F, through Califor-
nia Schedule D-1 and our Worksheets C, E, and F.

1 Taxable refunds of state/local income taxes. Column A is translated
from Schedule 1, line 1, and is the state income tax refund or tax re-
bate you received in the tax year and included as income on the fed-
eral return. The amount is automatically posted to column B be-
cause a state refund is not income on a California return (because
the corresponding overpayment was not deductible on the California
return).

2a Alimony received. Column A is translated from Schedule 1, line 2a.
You must enter an amount in column C if a nonresident alien and re-
ceived any alimony not reported on the federal return.

3 Business income or (loss). (Road Map lines, supported by Worksheet
C.) The total on federal Schedule 1, line 3, is translated to column A
by way of our Worksheet C, which is translated from federal Sched-
ule C. Adjustments resulting from Worksheet C are posted to col-
umns B and C. In addition, adjustments to passive activity losses are
stated separately for use in completing California Form 3801 (Pas-
sive Activity Loss Limitations). CAUTION: If you are classified as an
independent for federal purposes but classified as an employee for
California purposes, you must enter an adjustment on the supporting
Worksheet C so that California net profit or loss from the business is
zero, which will result in a corresponding adjustment in column B or
C of this line. In addition, you must override line 1a, column C, of
Schedule A, Part I, Section A, with the amount of gross income on
line 7 of your federal Schedule C (which is reported on line 1 of our
Worksheet C).
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4 Other gains or (losses). (Road Map lines, supported by Schedule D-1.)
The total on federal Schedule 1, line 4, is translated to column A by
way of California Schedule D-1, which is translated from federal
Form 4797, and adjustments resulting from Schedule D-1 are posted
to columns B and C.

5 Rentals, royalties, partnerships, estates, trusts, etc. (Road Map lines,
supported by Worksheet E.) The total on federal Schedule 1, line 5,
is translated to column A by way of our Worksheet E, which is
translated from federal Schedule E, and adjustments resulting from
Worksheet E are posted to columns B and C. In addition, adjust-
ments to passive activity losses are stated separately for use in
completing California Form 3801 (Passive Activity Loss Limitations).

6 Farm income or (loss). (Road Map lines, supported by Worksheet F.)
The total on federal Schedule 1, line 6, is translated to column A by
way of our Worksheet F, which is translated from federal Schedule
F, and adjustments resulting from Worksheet F are posted to col-
umns B and C. In addition, adjustments to passive activity losses are
stated separately for use in completing California Form 3801 (Pas-
sive Activity Loss Limitations).

7 Unemployment compensation. Unemployment compensation is not
taxable on the California return, so the amount translated from fed-
eral Schedule 1, line 7, is translated to column A and repeated at
column B.

8 Other income. Lines 8a through 8z, below, are translated from federal
Schedule 1, lines 8a through 8z for column A. .total are separated into
several parts, as follows.
8a Federal net operating loss. Translated from the federal return as a
negative amount, this amount is also used as a positive addition for
column C because it is not relevant to California returns. Instead,
California has its own net operating loss (NOL) deductions, figured
on California forms FTB 3805V, 38057, 3807, and 3809, and re-
ported in column B of Schedule CA, Part I, Section B, lines 9b2 and
9b3, not here.
8b Gambling. Translated from the federal return, all of this income is
taxable by California with the sole exception of California lottery
winnings.

B-California lottery winnings in above. Enter the amount included
above that stems from a California lottery. (Only California lotteries
qualify for exclusion from California income.)

8c Cancellation of debt. Translated from the federal return, you may
have to enter adjustments in column B or column C..

B-Part not taxable for California. If the above amount includes a stu-
dent loan discharged due to the closure of a for-profit school, see
FTB instructions to see if you meet the conditions to exclude it here.
C-Additional amount for California. California does not conform with
the exclusion from income of certain federal mortgage debt relief,
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certain student loan foregiveness, nor certain employer payments of
student loans. See FTB instructions determine what to enter here.
8d Foreign earned income exclusion. Translated as a negative amount
from the federal return, California does not conform with the foreign
earned income or housing exclusion figured on federal Form 2555.

C-Not deductible for California. (auto-calc) Computed as the preced-
ing amount as a positive number. You may have to override this re-
sult to increase this addition to income by the amount of combat
zone foreign earned income excluded from the federal return.

8e Income from federal Form 8853. Translated from the federal return,
California does not conform with all exclusions reflected in federal
Form 8853.

C-Additional amount for California. California does not conform with
exclusions stemming from rollovers from an Archer MSA to an HSA,
not exclusions for MSA distributions used for menstrual care prod-
ucts. Enter those amounts here.

8f Income from federal Form 8889. Translated from the federal return,
California does not conform with all exclusions reflected in federal
Form 8889.

B-Part not taxable for California. California does not conform with
the taxation of HSA distributions not used for qualified medical ex-
penses, so enter those amounts here if included above.

8g Alaska Permanent Fund dividends. Translated from the federal re-
turn, no adjustment is required.

8h Jury duty pay. Translated from the federal return, no adjustment is
required.

8i Prizes and awards. Translated from the federal return, no adjust-
ment is required.

8j Activity not engaged in for profit income. Translated from the federal
return, no adjustment is required.

8k Stock options. Translated from the federal return.

C-Additional amount for California. California does not conform with
the federal election to defer the recognition of income from qualified
equity grants. Enter any such amount here.

81 Rental of personal property. Translated from the federal return, no
adjustment is required.

8m Olympic and Paralympic medals and USOC prize money. Translat-
ed from the federal return, no adjustment is required.

8n IRC Section 951(a) inclusion. Translated from the federal return.

B-Part not taxable for California. (auto-calc) California does not con-
form with this inclusion, so it is used as a subtraction here.

80 IRC Section 951A(a) inclusion. Translated from the federal return.

B-Part not taxable for California. (auto-calc) California does not con-
form with this inclusion, so it is used as a subtraction here.

8p IRC Section 461(l) excess business loss adjustment. Translated
from the federal return.
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B-Part not taxable for California. (auto-calc) California does not con-
form with the federal adjustment, so it is used as a subtraction here.
However, California has a related adjustment to be entered for col-
umn C, next.

C-Additional amount from FTB 3461. If your net losses from all your
trades and businesses exceeds $270,000 ($540,000 if married filing
jointly), complete form FTB 3461 and enter the amount from line 16
or 17 of that form here.

8q Taxable distributions from an ABLE account. Translated from the
federal return, no adjustment is required.

8r Scholarship and fellowship grants not reported on Form(s) W-2.
Translated from the federal return, no adjustment is required.

8s Nontaxable amount of Medicaid waiver payments included on fed-
eral Form 1040, line la or 1d. Translated from the federal return as a
negative number, no adjustment is required. T/P: Be sure to include
California IHSS supplementary payments in Schedule CA, Part |,
Section A, line 1d, Column C, as detailed in our instructions for that
line.

8t Nonqualified deferred compensation distribution. Translated from
the federal return, no adjustment is required. T/P: Be sure to exclude
this amount from line 1a of Schedule CA, Part |, Section A, as de-
tailed in our instructions for that line.

8u Wages earned while incarcerated. Translated from the federal re-
turn, no adjustment is required T/P: Be sure to exclude this amount
from line 1a of Schedule CA, Part |, Section A, as detailed in our in-
structions for that line.

8z Other income. List type and amount. (Supported by the California

Additional Income Worksheet.) Translated from the federal return,
you must itemize this line and use our worksheet to make adjust-
ments to be posted to columns B and C of this line. The FTB pro-
vides numerous examples of adjustments that must be made here on
pages 8 and 9 of their 2022 /Instructions for Schedule CA (540).
Consult those instructions for details.

B-Subtractions from worksheets. (auto-calc_line, supported by the
California _Additional Income Worksheet) Computed as the sum of
line B of all supporting worksheets combined.

C-Addition from worksheets. (auto-calc_line, supported by the Califor-
nia Additional Income Worksheet) Computed as the sum of line C of
all supporting worksheets combined.

IRC 965 income in worksheets. (auto-calc_line, supported by the Cali-
fornia Additional Income Worksheet) Answered Yes if IRC 965 in-
come is indicated on any of the supporting worksheets. A Yes here
will cause the phrase "IRC 965 income reported?" on screen 2 of
Form 540 to be answered Yes, and a corresponding code for the
FTB to be printed in the Special Handling area in the top half of Form
540, page 1.
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Federal Schedule 1, line 8z. Translated from the federal return, this is
the total for line 8z of federal Schedule 1.

DISCREPANCY between California and federal line 8z. (auto-calc) If an
amount appears here, you must return to the worksheets for line 8z,
above, and revise your entries for federal amounts for column A.
Column A of Schedule CA, Part I, Section B, line 8z, must agree
with the amount on federal Schedule 1, line 8z. Any discrepancy
here must be eliminated for a valid return. TIP: See the next 3 lines,
which appear at the top of screen 8 of Schedule CA, Part I, for
amounts from form FTB 3803 that must be included in the work-
sheets.

CAUTION: Manual entry required on for amounts from Form 3803. Because
there is no dedicated line on Schedule CA for income adjustments from
Form 3803, YOU MUST MANUALLY COMPLETE A WORKSHEET for line 8z
of Schedule CA, Part |, Section B. On the worksheet, enter the following:
Description. Enter “FTB 3803” on this line.
A Federal amount (on 1040). Enter the amount shown for “Income on fed-
eral Form 8814, line 12" on screen 4 of Form 3803. This amount is
also shown at the top of screen 8 of Schedule CA, Part I.
Adjustment for Schedule CA, Part I, line 8z. Enter the amount shown for
“Adjustment for Schedule CA, I, line 8z"on screen 4 of Form 3803.
The income subtraction and income addition for Schedule CA will then be
shown on lines B and C of the worksheet, respectively, and should match
the amounts shown for lines B and C at the top of screen 8 of Schedule
CA, Part |. If you do not create this worksheet, a DISCREPANCY will be
shown at the bottom of screen 7 of Schedule CA, Part /.

Include a line 8z worksheet for... Income and adjustment for Form 3803
must be made on a worksheet for line 8z, as highlighted above, using
the following amounts from all Forms 3803 combined (shown at the top
of screen 8 of Schedule CA, Part |).

A-Federal income from Form 3803. (Road Map lines, supported by
Form 3803) Taken form your entry for “Income on federal Form
8814, line 12" following line 6 of our on-screen form FTB 3803, this
is the income from federal Form 8814 that is included in line 8z of
federal Schedule 1.

B-Subtractions from Form 3803. (Road Map lines, supported by Form
3803) If “Adjustment for CA, |, In 82" below line 6 of our on-screen
Form 3803 is negative, taken as that amount expressed as a posi-
tive number. Otherwise, zero.

C-Additions from Form 3803. (Road Map lines, supported by Form
3803) If “Adjustment for CA, |, In 82" below line 6 of our on-screen
Form 3803 is positive, taken as that amount. Otherwise, zero

CA-52



California Supplement (2023 Edition)

Schedule CA

9a Total other income. Add lines 8a through 8z. (auto-calc) Computed
as indicated, this is the amount on federal Schedule 1, Part I, line 9.
It is used for column A on California Schedule CA.

B-Total other income subtraction. (auto-calc) Computed as the sum of
all amounts for column B in lines 8a through 8z, which is comprised
solely of the column B amounts for lines 8b, 8c, 8f, 8n, 8o, 8p, and
8z.

C-Total other income addition. (auto-calc) Computed as the sum of all
amounts for column C in lines 8a through 8z, which is comprised
solely of the column C amounts for lines 8a, 8c, 8d, 8e, 8k, 8p, and
8z .

9bl Disaster loss carryover from FTB 3805V. Used only for column B,
enter as a positive number the disaster loss carryover from the prior
year, which is the amount on the 2027 Form FTB 3805V, Part lll,
line 6.

9b2 NOL carryover from FTB 3805V. Used only for column B, enter as a
positive number the net operating loss (NOL) carryover from the pri-
or year, which is the amount on the 2027 Form FTB 3805V, Part lll,
line 5.

NOL from FTB 3805Z, line 3b. Enter the NOL carryover from line 3b of
Form 38052, Enterprise Zone Deduction and Credit Summary.
NOL from FTB 3807, line 3b. Enter the NOL carryover from line 3b of
Form 3807, Local Agency Military Base Recovery Area Deduction
and Credit Summary.
NOL from FTB 3809, line 3b. Enter the NOL carryover from line 3b of
Form 3809, Targeted Tax Area Deduction and Credit Summary.

9b3 NOL from FTB 3805Z, 3807, or 3809. (auto-calc) Used only for col-
umn B, computed as the sum of the above three NOL amounts.

10 TOTAL. (auto-calc lines) Summed separately in columns A, B, and C
as the sum of Section A lines 1z through 7 and Section B lines 1
through 7, 9a, 9b1, 9b2, and 9b3.

Section C -- Adjustments to Income from federal Schedule 1 (Form 1040). The
third section is based on adjustments reported on federal Schedule 1, lines 11
through 26. All lines in column A of this section are translated directly from
federal Schedule 1.

11 Educator expenses. California does not allow a deduction for educa-
tor expenses, so any amount translated to this line from the federal
Schedule 1 appears in both column A and column B on the printed
Schedule A, and reflected as a subtraction from adjustments.

12 Certain business expenses of reservists, performing artists, and fee-
basis government officials. You will generally have an adjustment
to the federal amount because of differences between federal and
California law for depreciation.
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B-Business expense subtraction. Enter here any deductions allowed
under federal law but not under California law, such as first-year de-
preciation amounts.

C-Business expense addition. Enter here any deductions allowed un-
der California law but not under federal law.

13 Health savings account deduction. California does not allow this de-
duction, so this amount will appear in column B as well as column A
of the printed Schedule CA.

14 Moving expenses. California does not conform to the federal restric-
tion on moving expense deductions to military taxpayers. As a re-
sult, non-military taxpayers may have moving expenses that are de-
ductible on the California return but not the federal return, and a cor-
responding amount for column C. Non-military taxpayers can figure
the amount to enter in column C by completing a federal Form 3903
for the California return without regard to the restrictions to military
personnel.

15 Deductible part of self-employment tax. If you have a federal deduc-
tion for this line, but you are classified by California as an employee
rather than an independent contractor for this business, you must
enter the amount as a subtraction for column B.

16 Self-employed SEP, SIMPLE, qualified plans. California fully con-
forms to the federal law, so no adjustment is necessary.

17 Self-employed health insurance deduction. If you have a federal de-
duction for this line, but you are classified by California as an em-
ployee rather than an independent contractor for this business, you
must enter the amount as a subtraction for column B.

18 Pendalty on early withdrawal of savings. California fully conforms to
the federal law, so no adjustment is necessary.

19a Alimony paid. The amount in column A is translated from the corre-
sponding line on the federal Schedule 1. The SSN of the recipient is
also translated, but you must manually enter the last name of the re-
cipient because it is not available from the federal return. California
has not conformed with the federal law that generally disallows a
deduction for divorces of separations executed after 2018, nor the
federal law that does not allow the deduction for nonresident aliens.
In either case, enter in column C the amount not deducted on the
federal return.

20 IRA deduction. California generally conforms to the federal method
for computing the deduction with a couple of exceptions. Exception
1: California has not conformed with the federal repeal of the age
limit for contributions; the maximum age is still 70-1/2 for California.
Therefore, older taxpayers who deducted contributions on their fed-
eral return must enter that amount as a subtraction for column B of
Schedule CA. Exception 2: If your deduction is limited because you
are covered by an employer's plan, you can elect to treat the disal-
lowed amount as a nondeductible contribution. However, you do not
have to make the same election on the California return as you do
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for the federal return. Therefore, you may have to enter either a sub-
traction for column B or an addition for column C.

21 Student loan interest deduction. California conforms with federal law
except for one special case, described below.

C-Student loan interest addition. A spouse of a military taxpayer not
domiciled in California will have to make an addition adjustment here
based on a calculation that includes the military income. For details,
see the FTB Student Loan Interest Deduction Worksheet in the in-
structions for Schedule CA and FTB Pub. 1032 (7ax Information for
Military Personnel).

22 Reserved for future use. No longer used on the federal return, this
line was formerly used for the federal tuition and fees deduction, to
which California never conformed.

23 Archer MSA deduction. Translated from the federal return, no adjust-
ment is required.

24 Other adjustments. Lines 24a through 24z are translated from feder-
al Schedule 1, lines 24a through 24z for column A. But adjustments
may be necessary and require your entries for columns B and/or C.

24a Jury duty pay. Translated from the federal return, no adjustment is
necessary.

24b Deductible expenses related to income reported on line 81. Cali-
fornia generally conforms with federal law, but you may still have an
adjustment for column B or C here.

24c Nontaxable amount of Olympic and Paralympic medals and
USOC prize money reported on line 8m. California does not allow
this deduction, so the federal amount translated to column A ap-
pears in column B as well.

24d Reforestation amortization and expenses. California allows this
deduction only for qualified timber property located in California.
Therefore, you must enter in column B the part of the federal
amount translated to column A that applies to property outside of
California.

24e Repayment of supplemental unemployment benefits. Translated
from the federal return, no adjustment is necessary .

241 Contributions to section 501(c)(18)(D) pension plans. You may
have to enter an adjustment for either column B or column C. See
FTB Pub. 1005 for more information.

24g Contributions by certain chaplains to section 403(b) plans. You
may have to enter an adjustment for either column B or column C.
See FTB Pub. 1005 for more information.

24h Attorney fees and court costs for actions involving certain unlawful
discrimination claims. Translated from the federal return, no adjust-
ment is necessary.

24i Attorney fees and court costs for claiming an award from the IRS for
informationyou provided. California does not allow this deduction, so
the federal amount translated to column A appears in column B as
well.
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24j Housing deduction from Form 2555. California does not allow this
deduction, so the federal amount translated to column A appears in
column B as well.
24k Excess deductions of section 67(e) expenses. Translated from the
federal return, no adjustment is necessary.
24z Other adjustments. List type and amount. (Supported by the Cali-
fornia Adjustments Worksheet.) The total for column A is posted to
this line, but you must itemize and computed the supporting work-
sheets to detail the contributions to this line and the necessary Cali-
fornia adjustments. When you return from the worksheets, this line
is computed as the sum of line A of all supporting worksheets
B-Subtractions from worksheets. (auto-calc_line, supported by the
California Adjustments Worksheet) Computed as the sum of line B of
all supporting worksheets combined.
C-Addition from worksheets. (auto-calc_line, supported by the Califor-
nia_Adjustments Worksheet) Computed as the sum of line C of all
supporting worksheets combined.

Federal Schedule 1, line 24z. Translated from the federal return as in-
dicated, this is the total the must appear in column A of California
Schedule CA, Part |, Section B, line 24z, for a valid return.

DISCREPANCY between California and federal line 24z. (auto-calc)
Computed as the amount on Schedule CA, line 24z, column A, less
the above amount from federal Schedule 1, an amount will appear
here only if the sum of amounts you entered in line A of the work-
sheets differs from the amount reported on federal Schedule 1 for
line 24z. Any discrepancy here must be resolved for a valid return
by correcting the California worksheet(s).

25 Total other adjustments. Add lines 24a through 24z. (auto-calc lines)
Computed as indicated, separately in each column.

26 Add lines 11 through 23 and line 25. [(auto-calc lines) Computed as
indicated, separately in each column. Column A should be the same
as federal Schedule 1, line 26.

Summary of Schedule CA, Part I:
27 TOTAL. Subtract line 26 from line 10 (column A). (auto-calc) Comput-

ed as line 10 (column A) less line 26 (column A) this is federal AGI
as computed on Schedule CA, Part I, which should match federal
AGI reported on federal Form 1040, line 11.

Line 10 (column B) less line 26 (column B). (auto-calc) Computed as in-
dicated, this result could be negative if there is a greater subtraction
for Section B (Adjustments to Income) than there is for Section A
(Income).

Line 10 (column C) less line 26 (column C). (auto-calc) Computed as
indicated, this result could be negative if there is a greater addition
for Section B (Adjustments to Income) than there is for Section A
(Income).
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B-Subtraction for Form 540, line 14. (auto-calc) Computed as the sum
of “Line 10 (column B) less line 26 (column B)” (if it is positive) mi-
nus “Line 10 (column C) less line 26 (column C)” (if it is negative),
this result will always be positive and is used for the official printout
of line 27, column B.

C-Addition for Form 540, line 16. (auto-calc) Computed as the sum of
“Line 10 (column C) less line 26 (column C)” (if it is positive) minus
“Line 10 (column B) less line 26 (column B)” (if it is negative), this
result will always be positive and is used for the official printout of
line 27, column C.

Discrepancy check:
Schedule CA, line 27, column A. (auto-calc) Taken from line 27 as in-

dicated, this is federal AGI as reported on Schedule CA.
Form 540, line 13 (Federal AGI). (auto-calc) Taken from Form 540 as
indicated, this is federal AGI as reported on Form 540.

** DISCREPANCY between Schedule CA and Form 540. (auto-calc) An
amount will appear here only if the federal AGI you reported on Form
540 differs from the federal AGI computed on this Schedule CA.
Any discrepancy here must be resolved for a valid return. Since
most amounts in column of A of Schedule CA are translated from
the federal return, discrepancies should be rare. See our instructions
for Schedule Ca lines 1a and 8z for possible differences that can be
resolved there.

Passive vs. Nonpassive adjustments. (auto-calc) Adjustments for all passive
activities are summarized here. They are posted here from Worksheets C, E,
and F, and Schedules D and D-1, whether or not they are reported on Form
3801. (Form 3801 is required by the FTB only when passive activities with
losses are reported on the return. The automation of the return, however, re-
quires a knowledge of all passive amounts whether or not Form 3801 is filed.)
The result of this section is the “Total California nonpassive adjustment,”
which is the nonpassive part of line 9 of Schedule CA, Part |, Section B.

Extra line for personal memos. Provided for supporting statements that will
not be printed with the official return.
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PART II, ADJUSTMENTS TO FEDERAL ITEMIZED DEDUCTIONS. The second
part of Schedule CA, accessed through the Road Map from the line above line
18 of Form 540 labeled "ltemized deduction, CA,I,29" and identified on the
Forms Menu as form 4 (CA Part Il), collects all differences from federal Sched-
ule A. It is used to compute California itemized deductions and to determine
whether or not they will be used in place of the standard deduction at Form
540, line 18. Although federal amounts for column A of lines 1 through 17 of
this part are translated from federal Schedule A, subsequent lines (18 through
29) have no federal equivalent, including deductions that were eliminated by
the federal tax reform. Furthermore, most taxpayers who itemize deductions
on the California return will not itemize deductions on the federal return be-
cause of the very high standard deduction on the federal return, so there will
not be a federal Schedule A from which to translate amounts to this Schedule
CA.

Federal NOT itemized but WILL itemize for California? Answer Yes if
you used the standard deduction on the federal return but are com-
pleting Schedule CA, Part Il. A Yes answer is common because Cali-
fornia did not conform with the new federal restrictions on itemized
deductions that make itemizing now rare on the federal return. /f
you answer Yes, you must complete a federal Schedule A for use
with the California return alone and include a copy of it with your
California return. TIP: If you complete federal Schedule A as a part
of your federal return before you translate the federal return to the
California return, column A of Schedule CA, Part Il, lines 1 through
17 are completed for you. (Federal Schedule A will be omitted from
a printout of the complete federal return if it is not used in place of
the standard deduction, so you will have to print it alone if needed
for the California return.)

MEDICAL AND DENTAL EXPENSE. Adjustments to line 4 of federal Schedule
A are handled here. Note that the FTB has designed Schedule CA, Part Il, to
skip lines 1 through 3 in the 3-column format, and deals directly with the total
on line 4 instead. The amounts for lines 1, 2, and 3. appear separately on the
form for reference only.

1 Medical and dental expenses. Translated from federal Schedule A,
line 1, this is the total of expenses claimed on the federal return, all
of which are allowed on the California return.

2 Amount from federal Form 1040, line 11. (auto-calc) Taken from Form
540, line 13, this is federal AGI. California fully conforms with the
limitations on the federal return, even to the extent of using federal
AGI rather than California AGI.

3 Multiply line 2 by 7.5%. (auto-calc) Computed as indicated.

4 Subtract line 3 from line 1. (auto-calc) Computed as indicated, but no
less than zero, this is the unmodified amount on federal Schedule A,
line 4 and appears in column A of the official printout.

Tax-free HSA distributions for qualified medical expenses. This
amount is not allowable as an itemized deduction on the federal re-
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turn because it is tax-free income on the federal. However, the in-
come is taxable on the California return, so it is allowable as an
itemized deduction on the California return but only to the extent
that it exceeds 7.5% of federal AGI. Your entry here is used only in
computing an amount for line 4, column C, below.

Part in excess of 7.5% of AGI. (auto-calc) Computed as your entry for
“Tax-free HSA distributions for qualified medical expenses” (above
line 1) less the amount on line 3, but no less than zero. This result is
used for column C of line 4.

TAXES YOU PAID. Adjustments to line 7 of federal Schedule A are handled
here:

S5a State and local income or general sales tax. Translated from federal
Schedule A, line 5a, this amount is allowed as a deduction on the
federal return but not the California return. It appears in column A of
the official printout as well as the following two subtraction lines.

B-Amount for line 5a, column B. (auto-calc) Taken as the preceding
line, this amount appears as a subtraction for column B because it is
not allowed as a deduction on the California return.

C-Amount for line 5e, column B. (auto-calc) Taken as the preceding
line because it is the only amount contributing to column B from 5a
through 5d.

5b State and local real estate tax. Translated from federal Schedule A,
line Bb, this amount is allowed as a deduction on both the federal re-
turn and the California return, so it appears only in column A of the
official printout.

S5c State and local personal property tax. Translated from federal
Schedule A, line 5¢, this amount is allowed as a deduction on both
the federal return and the California return, so it appears only in col-
umn A of the official printout.

5d Add lines 5a through 5c. (auto-calc) Computed as indicated, this is
the total for line 5d on the federal return. It affects the calculation
for line be, column C, but is otherwise not used in the California re-
turn.

Se Smaller of line 5d and $10,0000. (auto-calc) Computed for as indicat-
ed for most filing statuses, but computed as the smaller of line 5d
and $5,000 if married filing separately. It matches line 5e on federal
Schedule A and therefore appears on the printout in column A of line
Se.

B-Amount from line 5a. (auto-calc) Taken from line 5a, column A, this
line does not appear on the screen (since it is already shown below
line 5a) but appears in column B of the official printout.

C-Line 5d less line Se for line 5e, column C. (auto-calc) Computed as
line bd, column A, less line 5e, column A, this is the part of the total
deduction on line 5d that is disallowed on the federal return but is
still allowed on the California return.
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6 Other taxes (ITEMIZE). Translated from line 6 of federal Schedule A,
the federal amount can include foreign income taxes and GST tax,
neither of which is allowed as a deduction for California. CAUTION:
No supporting statement is translated to this line because only one
of the three contributing lines on federal Schedule A will generally
have a supporting statement. You must therefore create your own
supporting statement for this line, including all amounts included in
federal Schedule A, line 6.

B-Foreign income and GST tax included in line 6. California does not
allow a deduction for foreign income taxes or generation-skipping
transfer taxes, so you must enter here any such amounts included in
the preceding line.

C-Foreign property taxes. A deduction for foreign property taxes is
no longer allowed as an itemized deduction on the federal return, but
is still allowed on the California return. You must therefore enter the
amount here in order for it to be reflected as an addition for column
C of line 6.

Federal Schedule 1, line 6. Translated from the federal return as indi-
cated, this is the total the must appear in column A of California
Schedule CA, Part I, Section C, line 6, for a valid return.

DISCREPANCY between California and federal line 6. (auto-calc)
Computed as the amount on Schedule CA, line 6, column A, less the
above amount from federal Schedule 1, an amount will appear here
only if the sum of amounts you entered in line A of the worksheets
differs from the amount reported on federal Schedule A for line 6.
Any discrepancy here must be resolved for a valid return by correct-

ing the California worksheet(s).

7 Add lines S5e and 6. (auto-calc) Computed as indicated for all 3 col-
umns, it is the total for federal Schedule A, line 7, in column A, the
amount in that total not allowed for California in column B, and the
amount not included in that total that /s allowed for California in col-
umn C.

INTEREST YOU PAID. Adjustments to line 10 of federal Schedule A are han-
dled here:
8a Home mortgage interest and points on Form 1098. Translated from
federal Schedule A, line 8a, this is the amount allowed on the feder-
al return after deducting any amount that exceeds the new federal
limits and any exclusion from Form 8396, line 3. This entry is
shown in column A of the official printout of Schedule CA, Part Il.
C-Additional not allowed on federal return. Translated from the feder-
al Schedule A lines above line 8a labeled "Amount exceeding limit"
and "Exclusion on Form 8396, line 3," this entry is shown in column
C of the official printout of Schedule CA, Part Il.
8b Home mortgage interest and points not on Form 1098. Translated
from federal Schedule A, line 8b, this is the amount allowed on the
federal return after deducting any amount that exceeds the new fed-
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eral limits. This entry is shown in column A of the official printout of
Schedule CA, Part Il.

C-Additional not allowed on federal return. Translated from the feder-
al Schedule A lines above line 8b labeled "Amount exceeding limit,"
this entry is shown in column C of the official printout of Schedule
CA, Part Il.

8c Points not on Form 1098. Translated from federal Schedule A, line 8c,
this is the amount allowed on the federal return. This entry is shown
in column A of the official printout of Schedule CA, Part Il.

C-Additional not allowed on federal return. No disallowed amounts
are entered on the federal Schedule A, line 8c, so no amount is
translated to this line. It is included here only for any unlikely
amount disallowed on the federal return but allowed on the Califor-
nia return.

8d Reserved for future use. This line is not used for 2022. It was for-
merly used to report mortgage insurance premiums, be they are no
longer deductible on the federal return (and were never deductible
on the California return).

8e Add lines 8a through 8c. (auto-calc) Computed as indicated for col-
umn A amounts, the result appears in column A of the official print-
out.

B-Add lines 8a through 8c in column B. (auto-calc) Computed as zero
for 2022.

C-Add lines 8a through 8c in column C. (auto-calc) Computed as indi-
cated for column C amounts, the result appears in column C of the
official printout.

9 Investment interest. Translated from federal Schedule A, line 9, this is
the amount allowed on the federal return and is shown in column A
of the official printout of Schedule CA, Part Il.

Adjustment on California Form 3526, line 10. (Road Map line for
Standard and Premium Level software, supported by Form 3526.)
The difference between investment interest claimed on California
Form 3526 and investment interest claimed on federal Form 4952 is
reported here. Note that this amount will not be the entire amount
on line 10 of Form 3526 if allocated elsewhere.

B-Subtraction from FTB 3526. (auto-calc) If the preceding adjustment
is negative, taken as that amount expressed as a positive number.
Otherwise, zero.

C-Addition from FTB 3526. (auto-calc) If the adjustment positive, taken
as that amount. Otherwise, zero.

10 Add lines 8e and 9. (auto-calc) Computed as indicated for column A.

B-Amount on line 9 in column B. (auto-calc) Computed as the "Sub-
traction from FTB 3526," above, this is the amount for line 10, col-
umn B.

C-Amount on lines 8e and 9 in column C. (auto-calc) Computed as the
"Subtraction from FTB 3526," above, this is the amount for line 10,
column C.
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GIFTS TO CHARITY. Adjustments to line 14 of federal Schedule A are han-
dled here:
11 Gifts by cash or check. Translated from the federal Schedule A, line
11, this is the federal amount for column A.

B-Amount not allowed for California. You could have an amount for
this line if contributions exceed 50% of AGI, since most contribu-
tions up to 60% of AGI are now allowed on the federal return. You
could also have an amount for this line if you claimed the College
Access Tax Credit on both the federal and California returns, since
the California credit is generally less than the federal credit. This en-
try appears in column B of the official printout.

C-Additional amount not allowed for federal return. You could have
an amount for this line if you contributed to a higher education insti-
tution in exchange for college athletic seating, since the contribution
is no longer allowed on the federal return, but is still allowed on the
California return. This entry appears in column C of the official print-
out.

12 Other than by cash or check. Translated from the federal Schedule
A, line 12, this is federal amount for column A.

B-Amount not allowed for California. You could have an amount for
this line if contributions exceed 50% of AGI, since most contribu-
tions up to 60% of AGI are now allowed on the federal return. This
entry appears in column B of the official printout.

C-Additional amount not allowed for federal return. Enter any addi-
tional amount allowed for California. This entry appears in column C
of the official printout.

13 Carryover from prior year. Translated from the federal Schedule A,
line 13, this is federal amount for column A.

B-Amount not allowed for California. You could have an amount for
this line if you had a carryover from contributing appreciated stock
to a private foundation, since California law was stricter than federal
law prior to 2002. This entry appears in column B of the official
printout.

C-Additional amount not allowed for federal return. Enter any addi-
tional amount allowed for California. This entry appears in column C
of the official printout.

14 Add lines 11 through 13. (auto-calc) Computed as indicated for col-
umn A.

B-Amount not allowed for California. (auto-calc) Computed as the
sum of amounts for column B of lines 11, 12, and 13, this is the
amount for line 14, column B.

C-Amount on lines 8e and 9 in column C. (auto-calc) Computed as the
sum of amounts for column C of lines 11, 12, and 13, this is the
amount for line 14, column C.

CASUALTY AND THEFT LOSSES. Adjustments to line 15 of federal Schedule
A are handled here:
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15 Casualty or theft loss. (Form 4684). Translated as indicated, this the
amount of personal casualty and theft loss claimed on the federal re-
turn from line 18 of Form 4684.

B-Amount not allowed for California. Differences in basis for damaged
or destroyed property can lead to a subtraction adjustment for this
line. You should prepare a Form 4684 under California law using
California amounts to determine whether there is a subtraction ad-
justment for this line. This entry appears in column B of the official
printout.

C-Additional amount not allowed for federal return. Only disaster
losses are now allowed on the federal return, but California still al-
lows most other personal casualty and theft losses, so an addition
adjustment for this line is common. In addition, differences in basis
for damaged or destroyed property can lead to an addition adjust-
ment for this line. You should prepare a Form 4684 under California
law using California amounts to determine whether there is an addi-
tion adjustment for this line. This entry appears in column C of the
official printout.

OTHER ITEMIZED DEDUCTIONS. Adjustments to line 16 of federal Schedule
A are handled here:

Allowed gambling losses. Translated from federal Schedule A, this
amount is included in the total for column A of line 16. If this
amount includes any California lottery losses, include that amount in
the line that follows line 16 labeled "Amount not allowed for Califor-
nia," which is a subtraction adjustment for column B.

Disabled's expense (Form 21086). Translated from federal Schedule A,
this amount is included in the total for column A of line 16. You may
have a subtraction or addition adjustment if your deduction included
any depreciation or included travel expenses as a federal employee
on temporary duty status. Include any adjustment in the appropriate
line that follows line 16.

Federal Form 4684, line 32 and 38b. Translated from federal Schedule
A, this amount is included in the total for column A of line 16. For
casualties and theft of business or income property that is treated
differently for California, include any adjustment in the appropriate
line that follows line 16.

Federal Form 4797, line 18a. Translated from federal Schedule A, this
amount is included in the total for column A of line 16. If this
amount differs from the amount on California Schedule D-1, line
18a, include any adjustment in the appropriate line that follows line
16.

Net qualified disaster loss. Translated from federal Schedule A, this
amount is included in the total for column A of line 16. For federally
qualified disaster losses, include any adjustment in the appropriate
line that follows line 16.
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Standard deduction claimed with the above. Translated from federal
Schedule A, this amount is included in the total for column A of line
16. This amount appears on the federal Schedule A only if the pre-
ceding amount is deducted without actually filing Schedule A, as al-
lowed on the federal return. California has no such special provision,
so this amount is not deductible on California returns. Therefore,
you must include this amount in the line that follows line 16 labeled
"Amount not allowed for California,"” which is a subtraction adjust-
ment for column B.

Other allowed deductions. Translated from federal Schedule A, this
amount is included in the total for column A of line 16. For amounts
in this line treated differently on the California return, include any
adjustment in the appropriate line that follows line 16. See the FTB
tips for federal estate tax and claim of right in their 2022 Instruc-
tions for Schedule CA for examples of amounts that could be includ-
ed in this line and need adjustment. Include any adjustment in the
appropriate line that follows line 16.

16 Total other itemized deductions. (auto-calc) Computed as the sum of
the preceding seven amounts, this is the federal deduction for col-
umn A.

B-Amount not allowed for California. Enter here any subtraction ad-
justment to the above total for line 16, using the guidance provided
above and in the FTB 2022 Instructions for Schedule CA. This entry
will appear in column B on the official printout.

C-Additional amount not allowed for federal return. Enter here any
addition adjustment to the above total for line 16, using the guid-
ance provided above and in the FTB 2022 Instructions for Schedule
CA. This entry will appear in column C on the official printout.

17 Add lines 4, 7, 10, 14, 15, and 16. (auto-calc) Computed as indicated
for column A.

B-4, 7, 10, 14, 15, and 16 in column B. (auto-calc) Computed as indicat-
ed for column B. (Note that there is no amount for line 4, column B,
in spite of the FTB label.)

C-4,7,10, 14, 15, and 16 in column C. (auto-calc) Computed as indicat-
ed for column C. (Note that the amount for line 4, column C, is
shown on-screen above line 1 as the new entry for "Tax-free HSA
for qualified medical expense.")

18 Total Adjustments to Federal Itemized Deductions. (auto-calc) Com-
puted as line 17, column A, plus line 17, column C, less line 17, col-
umn B, this is the California itemized deductions so far. T/P: The
FTB label for this line is misleading because this amount is not itself
an adjustment but rather is the result of an adjustment applied to
the federal deduction.

JOB EXPENSES AND CERTAIN MISCELLANEOUS DEDUCTIONS. The deduc-
tions handled in this section are no longer allowed on the federal return be-
cause of tax reform, but are still allowed for California. They are miscella-
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neous deductions that were formerly allowed to the extent that they exceeded
2% of federal AGI. Since California did not conform with their suspension,
they are added here as formerly treated on the federal return, including the
2% of federal AGI threshold.

19 Unreimbursed employee expenses. These are work-related expenses
that are no longer allowed on the federal return. They do not include
impairment-related work expenses, which are included in line 16 of
Schedule CA, Part Il. And they do not include work-related expenses
for Armed Forces reservists, qualified performing artists, or fee-basis
state or local government officials, which are reported on line 11 of
Schedule CA, Part |, Section C. For all other work-related expenses,
you must complete a separate federal Form 2106, using California
amounts, for employee expenses no longer deductible on the federal
return, and enter here the result on line 10 of that Form 2106.

20 Tax preparation fee. Enter any fee paid for preparing your tax return,
which is no longer allowed as a deduction on the federal return but
is still allowed on the California return.

21 Other expenses. Enter the total of all other allowed expenses here.
Do not itemize this line. If you have more than one expense for this
line, itemize the next line instead. This procedure is necessary to
satisfy FTB specifications for the printing of line 21.

List type for line 21. Enter the type for the amount in line 21 jn 74
characters or less. If there is more than one type, leave this line
blank and press F10 or ctrl-Y to itemize this text line (since pressing
I will not work on a text line). Enter the type in the text column and
amount in the numbers column, making sure that the sum of all
amounts in this itemized list matches the amount you entered for
line 21, above.

22 Add lines 19 through 21. (auto-calc) Computed as indicated.

23 Federal Form 1040, line 11. (auto-calc) Taken from line 13 of Form
540, this is federal AGI. (The FTB uses federal AGI here, not Califor-
nia AGI!)

24 Multiply line 23 by 2% (.02). (auto-calc) Computed as indicated, this is
2% of federal AGI.

25 Subtract line 24 from line 22. (auto-calc) Computed as indicated, but
no less than zero, this is total deduction allowed on the California re-
turn for expenses formerly allowed on the federal return to the ex-
tent that they exceeded 2% of federal AGI.

CALIFORNIA ITEMIZED DEDUCTIONS. The final itemized deduction for the
California return is determined here:

26 TOTAL ITEMIZED DEDUCTIONS. (auto-calc) Computed as the sum of
lines 18 and 25, this is the California itemized deduction before spe-
cial other adjustments and limitations for high AGI.

27 Other adjustments (ITEMIZE). In a supporting statement for this line,
enter any adjustments that don't fit any of the categories on other
lines of Schedule CA, Part Il. You can enter a negative or positive
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amount for each adjustment. For example, you would enter a nega-
tive amount for a California credit on Form 540 for the same items
you claimed as an itemized deduction on Schedule CA, and you
would add a positive amount for expenses relating to taxable income
that is not taxable on the federal return. See the last page of the
FTB 2022 Instructions for Schedule CA for specific examples (under
the heading Line 27 -- Other Adjustments).

28 Combine lines 26 and 27. (auto-calc) Computed as the sum of lines
26 and 27, but no less than zero.

Schedule A, lines 4, 9, 15, and gambling losses in 16. (auto-calc)
Computed as the sum of the cited amounts on federal Schedule A
(which is the same as the corresponding lines in column A of Sched-
ule CA, Part Il), this is the part of line 28 not subject to the high-in-
come phase-out of itemized deductions.

Part of line 28 disallowed. (auto-calc) Computed in accordance with
the Itemized Deductions Worksheet on the last page of the FTB
2022 Instructions for Schedule CA, this is the amount by which the
California itemized deduction total at line 28 must be reduced. For
2022, this disallowance will be zero if your federal AGI is no more
than $229,908 if single or married/RDP filing separately, $344,867
if head of household, or $459,821 if married/RDP filing jointly or
qualifying surviving spouse. T/P: Line 1 of the worksheet is line 28
of Schedule CA, Part Il. Line 2 of the worksheet is the preceding
amount. Line 9 of the worksheet is the amount shown here based
on the calculations on lines 3 through 8 of the worksheet. Line 10
of the worksheet is the result on the next line.

29 California itemized deductions. (auto-calc) Computed as line 28 less
the preceding "Part of line 28 disallowed," this is the final itemized
deductions for California. This result is posted to one of the lines
above line 18 of Form 540 for comparison to the standard deduc-
tion, but the same comparison is performed on line 30, below.

Standard deduction. (auto-calc) Taken from the standard deduction
shown on the on-screen line above line 18 of Form 540, this amount
is generally $5,202 if single or married filing separately and $10,404
for all others for 2022. Exception: If married filing separately and
you indicated on Form 540 (above line 18) that the other spouse
itemizes, this amount will be zero since you and spouse must both
itemize if one of you does.

30 Larger of line 29 or standard deduction. (auto-calc) Computed as the
larger of line 29 and the preceding amount, this is the deduction for
Form 540, line 18, that is subtracted from California AGI (Form 540,
line 17) to arrive at California taxable income (Form 540, line 19).

Extra line for personal memos. Provided for supporting statements that will
not be printed with the official return.
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Schedule D / Capital Gain or Loss Adjustment

Conformity in the law, but not the form. California law conforms closely to fed-
eral law in the reporting of capital gains and losses, but details of the forms are
glaringly different because details of transactions are now on a separate form
(Form 8949) for the federal return. Nevertheless, because you provide the de-
tails on worksheets for the federal Schedule D as you did before the days of
Form 8949, you can still refer to the section for Schedule D in Chapter 2 of the
regular Tax Forms Guide 2023 Edition for many details relevant to the California
return. However, keep in mind that: (a) California does not provide favorable
taxation for long-term capital gains, so the California schedule does not separate
long-term transactions from short-term transactions; (b) California no longer al-
lows the equivalent of an IRC sec. 1202 exclusions (sec. 18152.5 of the Cali-
fornia code). Schedule D is accessible through the Road Map from all 3 parts of
Schedule CA, Part I, Section A, line 6.

Translation from the federal return is complete ... ALMOST. As far as the net

gain or loss on Schedule D is concerned, the translation from the federal re-

turn automatically produces the proper bottom line as long as there are no ad-

justments for basis or carryovers from prior years and no sec. 1202 exclusion

claimed on the federal return. Lines 1, 2, and 3, and their supporting work-

sheets, are translated automatically from the federal return. As far as compu-

tations are concerned you need make entries only if

e there is a capital loss carryover from the 2021 California Schedule D, which
you must enter on line 6, or

e you claimed a section 1202 exclusion on federal Schedule D, for which there is
no longer a California equivalent, or

e some items reported on the translated worksheets, or other forms that support
line 1, have a different basis under California rules (which is likely if you claimed
depreciation before 1987 for the sold property, you claimed bonus depreciation
or section 179 expenses in recent years, or you claimed Special California Cred-
its that require you to reduce the basis by the amount of the credit).

However, even if none of the above apply, extra effort must be taken in pre-

paring the California Schedule D in order to conform with its different format.

MANDATORY extra steps: View ALL Gain/Loss Worksheets after their trans-
lation from the federal return. Since 1997, the federal Schedule D does not
separately show gains and losses. Therefore, when we translate the federal
worksheets, no amounts are translated to the separate loss and gain lines of
the California worksheets (columns d and e on the California Schedule D). As
a result, you must view all California worksheets after they are translated in
order for the losses and gains to show up on the worksheet and on the print-
outs for line 1. (Worksheets recalculate whenever you view them, so the
mere access to a worksheet is enough to cause the gain and loss lines to cal -
culate to their proper amounts.)
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Itemized sales for line la. Line 1a is a catch-all for all short-term and long-
term gains and losses on the federal Schedule D, except for those reported to
you on a Schedule K-1 (form partnerships, etc.).

Amounts supported by worksheets on the federal Schedule D. The first set
of lines are translated from the worksheets that support lines 1 and 8 of
the federal Schedule D:

ST net gain or loss. (Supported by Gain/Loss Worksheets) The net short-
term gain or loss from federal Schedule D, line 1 appears here. Re-
member to view the translated worksheets that are attached to this
line to ensure that gains and losses appear in the separate gain and
loss columns of the California Schedule D.

ST capital sales (d) loss. (auto-calc, supported by Gain/Loss Work-
sheets) Once you view the worksheets, the sum of losses on those
worksheets appears on this line. Until then, any loss seen on the
above net line appears here as a positive amount.

ST capital sales (e) gain. (auto-calc, supported by Gain/Loss Work-
sheets) Once you view the worksheets, the sum of gains on those
worksheets appears on this line. Until then, any gain seen on the
above net line appears here as a positive amount.

LT net gain or loss. (Supported by Gain/Loss Worksheets) The net long-

term gain or loss from federal Schedule D, line 8 appears here. Re-
member to view the translated worksheets that are attached to this
line to ensure that gains and losses appear in the separate gain and
loss columns of the California Schedule D.

LT capital sales (d) loss. (auto-calc, supported by Gain/Loss Work-
sheets) Once you view the worksheets, the sum of losses on those
worksheets appears on this line. Until then, any loss seen on the
above net line appears here as a positive amount.

LT capital sales (e) gain. (auto-calc, supported by Gain/Loss Work-
sheets) Once you view the worksheets, the sum of gains on those
worksheets appears on this line. Until then, any gain seen on the
above net line appears here as a positive amount.

Amounts supported by forms on the federal Schedule D. The next set of
lines show amounts that are not reported on worksheets for the federal
Schedule D, but are reported on separate federal forms, with only the totals
shown on the federal Schedule D (lines 4 and 11). However, California re-
quires that all of these amounts be reported in the chart for line 1a, so they
must be reported on our worksheets for line 17a. We have therefore devised
a semi-automatic procedure for accomplishing this task. In the following
lines, all amounts are either translated from components of lines 4 and 11
of the federal Schedule D or transferred from separate California forms. To
get these amounts onto worksheets, as the FTB requires, you must itemize
the worksheet line that follows the totals for a particular form below. How-
ever, you do not enter anything on the worksheet you access; you merely
view them then exit. They are completed automatically for you based on
the totals, with the proper description that applies:
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Business property gain (Schedule D-1). (Road Map line, supported by
Schedule D-1.) The long-term gain in Part | of Schedule D-1 appears
here, analogous to the federal Form 4797 amount that contributes
to line 11 of federal Schedule D.

Schedule D-1 amount for line la. (Supported by Gain/Loss Worksheets)
If an amount appears on the preceding line you MUST itemize this
line in order for the amount to be properly reported in the FTB chart
for line 1a. Once you see the amount on the worksheet you can re-
turn here and proceed to the next line.

Installment sales gain (Form 3805E). (Road Map line, supported by
Form 3805E.) The gain from Form 3805E appears here, analogous
to the federal Form 6252 amounts that contribute to lines 4 and 11
of federal Schedule D.

FTB 3805E amount for line la. (Supported by Gain/Loss Worksheets) If
an amount appears on the preceding line you MUST itemize this line
in order for the amount to be properly reported in the FTB chart for
line Ta. Once you see the amount on the worksheet you can return
here and proceed to the next line.

** Itemizing discrepancy above. (auto-calc) If an amount appears on
this line it means that you have failed to itemize to the supporting
worksheets above when required. You must return to the preceding
lines and itemize the worksheet line that follows a non-zero amount.

Casualty net (Form 4684) in Federal Schedule D, line 4. The short-
term gain or loss on Form 4684 that was included in line 4 of federal
Schedule D is translated here from the federal return.

Casualty net (Form 4684) in Federal Schedule D, line 11. The long-
term gain or loss on Form 4684 that was included in line 11 of fed-
eral Schedule D is translated here from the federal return.

Form 4684 amount for line la. (Supported by Gain/Loss Worksheets) If
an amount appears on either of the preceding two lines you MUST
itemize this line in order for the amounts to be properly reported in
the FTB chart for line 1a. Once you see the amount on the work-
sheet you can return here and proceed to the next line.

Section 1256 net (Form 6781) in Federal Schedule D, line 4. The short-
term gain or loss on Form 6781 that was included in line 4 of federal
Schedule D is translated here from the federal return.

Section 1256 net (Form 6781) in Federal Schedule D, line 11. The long-
term gain or loss on Form 6781 that was included in line 11 of fed-
eral Schedule D is translated here from the federal return.

Form 6781 amount for line la. (Supported by Gain/Loss Worksheets) If
an amount appears on either of the preceding two lines you MUST
itemize this line in order for the amounts to be properly reported in
the FTB chart for line 1a. Once you see the amount on the work-
sheet you can return here and proceed to the next line.
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Like-kind exchange net (Form 8824) in Federal Schedule D, line 4.
The short-term gain or loss on Form 8824 that was included in line
4 of federal Schedule D is translated here from the federal return.

Like-kind exchange net (Form 8824) in Federal Schedule D, line 11.
The long-term gain or loss on Form 8824 that was included in line
11 of federal Schedule D is translated here from the federal return.

Form 8824 amount for line la. (Supported by Gain/Loss Worksheets) If
an amount appears on either of the preceding two lines you MUST
itemize this line in order for the amounts to be properly reported in
the FTB chart for line 1a. Once you see the amount on the work-
sheet you can return here and proceed to the next line.

RIC or REIT gain (Form 2439) in Federal Schedule D, line 11. The
long-term gain on Form 2439 that was included in line 11 of federal
Schedule D is translated here from the federal return.

Form 2439 amount for line la. (Supported by Gain/Loss Worksheets) If
an amount appears on either of the preceding two lines you MUST
itemize this line in order for the amounts to be properly reported in
the FTB chart for line 1Ta. Once you see the amount on the work-
sheet you can return here and proceed to the next line.

** Itemizing discrepancy above. (auto-calc) If an amount appears on
this line it means that you have failed to itemize to the supporting
worksheets above when required (on the current screen). You must
return to the preceding lines and itemize the worksheet line that fol-
lows a non-zero amount.

Exclusion for qualified small business stock eliminated. California has long
had a special deferral and exclusion of gain on the sale of certain small busi-
ness stock under R & TC Section 18152.5 similar to the federal IRC Section
1202 exclusion. However, the California law required that 80% of employ-
ment and assets were in California — a restriction that the California Court
of Appeals ruled unconstitutional in 2013. As a result, our former special

line for Sec. 18152.5 exclusions no longer applies.

1 Totals. (d) loss and (e) gain. (auto-calc lines) All gains and losses are sepa-
rately summed for all of the preceding lines and the totals are shown here.

K-1 gains and losses for line 2. Line 2 is designed for gains and losses report-
ed to you on a Schedule K-1, from partnerships, S corporations, fiduciaries,
and limited liability companies. The amount for this line is translated from the
worksheets that support lines 5 and 12 of the federal Schedule D. However,
the amounts reported to you may be different for the state return, so you
should carefully read the Schedules K-1 to ensure the proper entries.
ST net gain or loss on K-1. (Supported by Sch. K-1 Gain/Loss Work-
sheets) The net short-term gain or loss from federal Schedule D, line
5 appears here. Remember to view the translated worksheets that
are attached to this line to ensure that gains and losses appear in
the separate gain and loss columns of the California Schedule D.
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ST partnership/S-corp/fiduciary (d) loss. (auto-calc, supported by Sch.
K-1 Gain/Loss Worksheets) Once you view the worksheets, the sum
of losses on those worksheets appears on this line. Until then, any
loss seen on the above net line appears here as a positive amount.

ST partnership/S-corp/fiduciary (e) gain. (auto-calc, supported by Sch.
K-1 Gain/Loss Worksheets) Once you view the worksheets, the sum
of gains on those worksheets appears on this line. Until then, any
gain seen on the above net line appears here as a positive amount.

LT net gain or loss on K-1. (Supported by Sch. K-1 Gain/Loss Work-
sheets) The net long-term gain or loss from federal Schedule D, line
12 appears here. Remember to view the translated worksheets that
are attached to this line to ensure that gains and losses appear in
the separate gain and loss columns of the California Schedule D.

LT partnership/S-corp/fiduciary (d) loss. (auto-calc, supported by Sch.
K-1 Gain/Loss Worksheets) Once you view the worksheets, the sum
of losses on those worksheets appears on this line. Until then, any
loss seen on the above net line appears here as a positive amount.

LT partnership/S-corp/fiduciary (e) gain. (auto-calc, supported by Sch.
K-1 _Gain/Loss Worksheets) Once you view the worksheets, the sum
of gains on those worksheets appears on this line. Until then, any
gain seen on the above net line appears here as a positive amount.

2 Net shown on K-ls, (d) loss and (e) gain. (auto-calc lines) Computed
separately for column (d) and (e), this is the sum from all short-term
and long-term worksheets for this line.

Passive Activity Details. The rules for passive activity losses are the same for
California returns as they are for federal returns, so Form 3801 is handled just
like federal Form 8582. (See FTB instructions for special rules on the sale of
California small business stock and California basis determination.) Loss
amounts are automatically reduced by any proportionate disallowances from
Form 3801. You should refer to the regular Tax Forms Guide 2023 Edition for
details. CAUTION: In order for the amounts on the worksheets to reflect the
proper disallowances from Form 3801, you must view all worksheets after the
final recalculation of the return to ensure that they are updated with the proper
prorated share of disallowed losses. Otherwise the amounts printed in the chart
for line 1 may disagree with the total losses seen in line 4 of this schedule.

3 Capital gain distributions. All amounts in this section are translated from
the federal return:
Capital Gain Distributions on Form 3803. (Road Map line, supported by
Form 3803.) The amount from Form 3803 for capital gain distribu-
tions distributed to the taxpayer's child is posted here.
Other reportable Capital Gain Distributions. All other amounts included
in line 13 of federal Schedule D are translated to this line, including
any amounts on federal Schedule B.
3 Capital gain distributions. (auto-calc) Computed as the sum of the
preceding two lines.
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4 Total 2022 gains from all. (auto-calc) Computed as the sum of gains on all
worksheets and lines above -- column (e) of Schedule D.

5 2022 loss. Add column d of lines 1 and 2. (auto-calc) Computed as the sum
of losses on all worksheets and lines above — column (d) of Schedule D -- less
any passive loss disallowed from Form 3801.

6 California capital loss carryover from 2021, if any. Capital loss carryover for
California is inevitably different from the federal amount because of past dif-
ferences in the laws. Therefore, no carryover is translated from the federal re-
turn, so you must enter the carryover here based on prior California returns.

7 Total 2022 loss. Add lines 5 and 6. (auto-calc) Computed as indicated.

8 Combine line 4 and line 7. (auto-calc) Computed as line 4 less line 7, this is
the net gain or loss before the annual limitation on loss deductions.

9 If line 8 is a loss, the smaller of line 8 and $3,000 ($1,500 if MFS). (auto-calc)
Computed as indicated.

10 Amount from federal Form 1040, line 6. This entry is translated from federal
Schedule D, which is posted to Form 1040, line 6, of the federal return.

11 California gain on 8 or loss on 9. (auto-calc) Computed as line 8 if a gain,
or line 9 (as a negative amount) if line 8 is a loss. .

12 a Adjustment decrease or b Adjustment increase for Schedule CA. (au-
to-calc lines) A net adjustment is computed as line 11 less line 10. If less
than zero it is shown as a positive number on line 12a and posted to line 6,
column B of Schedule CA, Part |, Section A. If greater than zero it is shown
on line 12b and posted to line 6, column C.

Schedule D may be omitted from a printout of the complete return. Califor-
nia instructs you not to file Schedule D if it results in no California adjust-
ment. As a result, it is omitted from an official printout of the complete re-

turn when lines 12(a) and 12(b) are both zero.

Carryover to 2023. (auto-calc lines) Ordinarily, the carryover to 2023 is just the
full loss on line 8 less the deductible amount on line 9. But if the deductible loss
would make taxable income less than zero, a corresponding extra amount can
be carried over to next year. The 8-line calculation that appears here, which fol-
lows the California Capital Loss Carryover Worksheet that appears in the FTB in-
structions for Schedule D, ensures the maximum allowed carryover.

Reconciliation with Form 3801. (auto-calc lines) The final lines show the pas-
sive part of the adjustment, which is needed for special AGI calculations on
Form 3801. The line labeled “Negative of federal passive net” is computed
from amounts translated from federal Schedule D, and will be the negative of
the line that precedes it labeled “Total passive net on D” if there are no differ-
ences between federal and California amounts reported.

Extra line for personal memos. Provided for supporting statements that will
not be printed with the official return.
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Schedule D-1 / Sales of Business Property

California law conforms well to federal law. California law has conformed
well with federal law for the sales of business property since tax year 2010.
Moreover, California Schedule D-1 is nearly identical in format to federal Form
4797, except for an added section for California adjustments to be reflected
on Schedule CA, Part I, Section B, line 4. You can therefore refer to the sec-
tion on Form 4797 in Chapter 2 of the regular Tax Forms Guide 2023 Edition
for most details. Schedule D-1 is accessible through the Road Map from all 3
parts of Schedule CA, Part I, Section B, line 4.

Translation from the federal return is virtually complete. Because California

now conforms to the federal format, the translation from the federal return au-

tomatically produces the proper bottom line as long as there are no adjust-

ments for basis. As a result, you need to make adjustments to translated

amounts only if

e some items reported on the translated worksheets or other forms that sup-
port Form 4797 have a different basis under California rules, which is likely
if you claimed depreciation before 1987 for the sold property or you claimed
Special California Credits that require you to reduce the basis by the amount
of the credit, or

e you are reporting sales of Section 1250 or 1254 property in Part Ill of
Schedule D-1, for which California lagged changes in federal law by one
year. (Dates for certain lines are one year later on the California return than
they are on the federal return, for pre-1977 events).

Except for the above adjustments, you need not view the Gain/Loss Work-

sheets for the California Schedule D-1 in order for the schedule to compute

the proper gains and losses.

Schedule D-1 may be omitted from a printout of the complete return. Cali-
fornia instructs you not to file Schedule D-1 if it results in no California ad-
justment. As a result, it is omitted from an official printout of the complete
return when lines 21(a) and 21(b) are both zero.
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Schedule G-1* / Tax on Lump-Sum Distributions

* Included in Premium Level software ONLY. This form is only built into the
Premium Level version of the California Supplement.

Purpose. This form, which is analogous to federal Form 4972, is used to fig-
ure the favorable tax on a total distribution from a qualified plan, including a
pension, profit-sharing, or stock bonus plan, but not an IRA plan. Like Form
4972, the plan participant (you or your benefactor) must have been born be-
fore January 2, 1936 in order to qualify for the favorable treatment afforded
by this form. Two copies of Schedule G-1 are available, one for each spouse
you received a distribution. Schedule G-1 is accessible through the Road Map
at the Schedule G-1 component of line 34 of Form 540.

Changes required only if you choose different elections on the California re-
turn. All entries on screens 1 and 2 of our Schedule G-1 are translated from
the analogous federal Form 4972, and the remainder of the schedule is auto-
matic. However, because the tax rates are different on the California sched-
ule, you may prefer different elections for the California return at the bottom
of screen 2. You can choose the elections that result in the lowest tax, irre-
spective of your choices on the federal Form 4972.

Refer to instructions for federal Form 4972 for most details. California law
conforms to federal law, and California Schedule G-1 largely parallels federal
Form 4972. In fact, Schedule G-1 is nearly identical to Form 4972 through
line 17, and details thereafter reflect mainly differences between federal and
California tax rates and calculations. Significant differences include:

e Schedule G-1 combines the questions on lines 5a and 5b of the federal Form
4972 into a single compound question at line 5, so the question is answered
Yes if either line 5a or 5b is Yes on the federal form.

e Schedule G-1 provides no deduction for federal estate tax, so the lump-sum
distribution is not reduced by t is for a 5.5% rate, in contrast with the 20%
rate on federal Form 4972.

e The tax rate table used for Schedule G-1 lines 19 and 25 consists of 11 tax
brackets ranging from 1% to 11% in contrast with the 15-bracket federal
table ranging from 11% to 50% for Form 4972 lines 24 and 27.

All of these differences are handled automatically by the software. However,

as noted in the above box, you may want to change your elections on screen

2 because of the different trade-offs implied by the different tax rates. Other-

wise, you can refer to the section on Form 4972 in Chapter 2 of the regular

Tax Forms Guide 2023 Edition for most details. The result of Schedule G-1,

line 7 or 28, is posted to the Schedule G-1 component of Form 540, line 34.
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Schedule P / Alternative Minimum Tax and Credit Limita-
tions

Purpose. Schedule P serves two purposes: to compute the alternative mini-
mum tax (Parts | and Il, on page 1) and to consolidate and limit credits (Part
Ill, on page 2). Both pages of the schedule are automatically created when
needed, based on separate requirements. Schedule P, page 1 is automatically
created and completed upon the final recalculation of the return when you are
liable for the alternative minimum tax (unless you specified the blocking of its
auto-creation through the question on the Control Form). (The determination
to create the form is made independently of the federal return because it is
possible to be liable for the California minimum tax even though a federal
Form 6251 was not required.) Unless further modified by page 2 of Schedule
P, the result on line 26 is automatically posted to line 61 of Form 540.
Schedule P, page 1 is also automatically created when Schedule P, page 2 ex-
ists, and Schedule P, page 2 is created when a credit that is subject to limita-
tion through Schedule P is claimed. Schedule P, page 1, is accessible through
the Road Map from line 61 of Form 540. Schedule P, page 2, is accessible
through the Road Map from the "ltemize" line above line 40 of Form 540.

Schedule P, Page 1:
PARTS I and II - ALTERNATIVE MINIMUM TAX. Page 1 of Schedule P does

not conform well to federal Form 6251 because the IRS redesigned Form

6251 for 2002 and the FTB has not conformed to the new design. In addition,

California and the IRS each have tax preferences that are unique to each. The

most significant differences are:

e California has not conformed with the Federal changes in threshold for medi-

cal and dental expenses on Schedule A over the years. As a result, the pref-

erence at line 2 of Schedule P remains at 2.5%, even though there is no

such preference for 2022 on the federal Form 6251..

California has no equivalent for the preference at line 13 of federal Form

6251, Qualified small business stock (IRC sec. 1202), starting tax year

2012. The former California equivalent (R & TC sec. 18152.5) was dropped

because the California Court of Appeals ruled that it was unconstitutional.

This is a significant change because the tax preference was 50% of the ex-

clusion taken (in contrast with 7% on federal Form 6251).

California has no equivalent for the preference at line 16 of federal Form

6251, Electing large partnerships.

Federal Form 6251 has no equivalent for the AMTI exclusion at line 17 of

Schedule P, which is detailed in the shaded box starting on the next page.

e The exemption amount at Schedule P, line 22, is different from the federal
counterpart (Form 6251, line 29), but the computational methods are identi-
cal.

e The computation of the alternative minimum tax is more complex for federal
Form 6251 than California Schedule P because of the 2-tier percentages
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used and the special computations required for the reduced capital gains tax

on the federal return (page 2 of Form 6251).
Except for these items, you can refer to the section on Form 6251 in Chapter
2 of the regular Tax Forms Guide 2023 Edition for most details. This part of
Schedule P is already complete for many taxpayers as a result of the soft-
ware's translation from the federal return to the California return. Adjust-
ments for differences in itemized deductions and the standard deduction are
automatic as well. However, you may have to change some entries to reflect
remaining differences, especially if you have any ownership interest in a trade
or business. You should take particular care to read the FTB instructions for
Schedule P if you have any entries for lines 7 (Investment interest expense), 8
(Post-1986 depreciation), 9 (Adjusted gain or loss), 13c (Installment sales), or
13e (Long-term contracts). The amounts automatically translated from the
federal return will often not be the same as the proper California amounts.
CAUTION: The federal 30%, 50%, and 100% special allowance for first-year
depreciation carries with it a forgivence of the tax preference of accelerated
depreciation for the property. Therefore, since California has not conformed
with the special allowance, you must generally make an adjustment at line 8
of Schedule P for new tangible property even when you have no such adjust-
ment on the analogous line 18 of federal Form 6251 .

Exclusion for small businesses. California has a special exclusion for some
taxpayers, for which there is no federal equivalent. If the taxpayer’s gross in-
come from all trades or businesses combined is less than $1 million, no
amounts related to those trades or businesses is to be used on Schedule P in
computing the alternative minimum tax. If you qualify, you should enter no
adjustments or preferences related to those trades or businesses in Part | of
Schedule P. The software will remove the taxable income from those trades
or businesses, if the aggregate net is greater than zero, at line 17 in Part | of
Schedule P, as follows:

Gross income on California C, E, F. (auto-calc) Taken from the work-
sheets built into the software for figuring adjustments to federal
Schedules C, E, and F. The three amounts posted here are: gross
income on line 1 of Worksheet C, partnership/S Corp self-employ-
ment gross on Worksheet E, and gross income on line 1 of Work-
sheet F.

Sales on Sch. D-1 lines 2 and 10. (auto-calc) Taken from Schedule D-1
as indicated.

Other sales on Sch. D-1. Since the above amounts reflect ONLY the
sales entered in the gain/loss worksheets for lines 2 and 10, and do
NOT include gross receipts for partnerships or for sales reported in
Part Ill of Schedule D-1, you must enter the gross sales for these
other items here.

Other trade or business gross income. Enter here all gross income
from trades or businesses not included in the above lines. For the
purposes of the AMTI exclusion, gross income is gross receipts less
returns and allowances for all trades and businesses you own (or
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your proportional share for trades and businesses in which you have
an ownership interest).

Aggregate gross income. (auto-calc) Computed as the sum of the
above four amounts of gross income.

Net income on California C, E, F. (auto-calc) Taken from the work-
sheets built into the software for figuring adjustments to federal
Schedules C, E, and F. The three amounts posted here are: Califor-
nia net profit or loss on line 5 of Worksheet C, partnership/S Corp
self-employment net on Worksheet E, and California net profit or
loss on line 5 of Worksheet F.

Net on Sch. D-1 line 7 or 9, and line 18(b)(2). (auto-calc) Taken from
Schedule D-1, this total includes both the long-term capital gains
that are posted to Schedule D and the ordinary gains retained on
Schedule D-1.

Other trade or business net income. Enter here all net taxable income
from trades or businesses not included in the above lines (or your
proportional share for trades and businesses in which you have an
ownership interest).

Aggregate taxable income. (auto-calc) Computed as the sum of the
above three amounts of net income.

Quualified for AMTI exclusion. (auto-calc) Automatically Yes if the “Ag-
gregate gross income” is under $1,000,000, and No otherwise.

17 AMTI exclusion. (auto-calc) Computed as the “Aggregate taxable
income” if the above answer is Yes, and zero otherwise.

CAUTION: For a consistent return, if the answer to “Qualified for AMTI ex-

clusion” is Yes, you must remember to OMIT from your entries in Part | of
Schedule P any adjustments or preferences related to any trades or business-

es included above.

Itemize for Part III (Credits). (Road Map line.) This line provides direct access
to the remainder of Schedule P, which is page 2 of the schedule. The sched-
ule is split in the software because of its complexity and independent nature
(relative to the alternative minimum tax). The remainder of the schedule is
therefore accessed as a separate form even though it calculates and prints as
a continuation of Schedule P, page 1.
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Schedule P, Page 2:
PART III - CREDITS THAT REDUCE TAX. Part Ill of this schedule is used to
consolidate tax credits and limit them in a systematic way to remaining tax
balances. In addition, some of the credits are further limited when a tentative
minimum tax (line 24 of Schedule P, page 1) or an alternative minimum tax
(line 26 of Schedule P, page 1) exists. There is no federal equivalent to this
page of the schedule, and the California rules for most credits differ substan-
tially from the federal rules.
1 Amount from Form 540, line 35. (auto-calc) Taken from Form 540 as
indicated, this is total tax before credits are applied.
2 Tentative minimum tax from Part II, line 24. (auto-calc) Taken from
line 24 in Part Il of Schedule P (page 1). This is the lowest amount
to which total tax can be reduced by credits.

SECTION A - CREDITS THAT REDUCE EXCESS TAX. The current-year claims
for the credits in this section are not allowed to reduce tax to any less than
the amount of tentative minimum tax on line 2. The FTB enforces this rule by
defining the following excess tax:

3 Subtract line 2 from line 1. (auto-calc) Computed as indicated, but no
less than zero, this is “excess tax” -- the amount by which the tax
before credits on Form 540 exceeds the tentative minimum tax.
Credits in this section are not allowed to reduce the excess tax be-
low zero. It in column c of the official Schedule P, which carries the
running tax balance as credits are applied.

Al Credits that reduce excess tax and have no carryover provisions. The
credits in this section can be used ONLY in the current year. Any amount of
credit not allowed this year for these credits cannot be carried over to any
other year. Each credit is therefore printed on the official Schedule P in a 3-
column format as follows:

Total credit amount (column a). The gross (tentative) credit is entered
or calculated on the numbered line that describes the credit, and is
printed in column (a) of the official Schedule P.

Credit used this year (column b). (auto-calc) Computed as the lesser of
the preceding total credit amount (column a) and the tax balance
that exists in column (c) before this credit is applied. This entry is
printed in column (b) of the official Schedule P.

Tax Balance. (auto-calc, not shown on the screen) Computed as the
tax balance after subtracting the above credit used this year, column
(b), from the tax balance in column (c) of the previous allowed cred-
it. This entry is printed in column (c) of the official Schedule P.
Subsequent credits are limited to this amount.

The credits on lines 4 and 5 follow the above printed format, and the compu-
tation for the last two lines is identical in every case. There are only two data
entry lines in this section:

4 Code 162, Prison inmate labor credit. You may claim a credit for as
much as 10% of the wages paid to prison inmates under a qualify-
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ing plan. You must file Form 3507 (not built into the software) with
the return, and enter the result from that form here.

Credit used this year. (auto-calc) Computed as the lesser of the pre-
ceding total credit amount and the amount on line 3.

5 Code 232, Child and dependent care expenses credit. (Road Map line,
supported by Form 3506.) Once you complete FTB Form 3506, the
credit before any tax limitation appears here.

Credit used this year. (auto-calc) Computed as the lesser of the pre-
ceding total credit amount and the tax balance that remains after re-
ducing line 3 by the "Credit used this year" on line 4. This amount is
posted to line 40 of Form 540. Except for the nonrefundable renter's
credit (detailed later), no other credit on Schedule P has its own line
on Form 540. The only reason the credit appears on Schedule P is
so that the amount used this year can be coordinated with other
credits on this schedule. That is, the tax liability limit applied to sub-
sequent credits on this schedule is first reduced by the credit on this
line.

A2 Credits that reduce excess tax and have carryover provisions. Unlike the
credits in Section A1, the unused credits in this section can be carried over to
the next year. And for some of them the carryover can even be used in sec-
tion B2 first, where they may be allowed in the current year. Internally, the
computation of current-year amounts and carryovers involves the following
four lines, even though typically only the first two lines appear on the screen.

Total credit amount. The gross (tentative) credit is entered on, calculat-
ed at, or posted from Form 3540 to the line that describes the cred-
it, and is printed in column (a) of the official Schedule P at line 6, 7,
8, or 9, described later.

Credit used this year. (auto-calc) Computed as the lesser of the preced-
ing total credit amount and the tax balance that exists before this
credit is applied. This entry is printed in column (b) of the official
Schedule P at line 6, 7, 8, or 9, described later.

Tax balance. (auto-calc) Computed as the tax balance after subtracting
the above credit used this year from the tax balance of the previous
allowed credit. This entry is printed in column (c) of the official
Schedule P at line 6, 7, 8, or 9, described later.

Credit carryover. (auto-calc) Computed as the total credit amount less
the credit used this year. This is the amount that can be claimed
next year, or, in some cases, carried over to Section B2, and is print-
ed in column (d) of the official Schedule P at line 6, 7, 8, or 9, de-
scribed later.

All of the following credits follow the above format, and all auto-calc lines are
computed the same way, so only the lines for the gross credit amounts are
detailed below.
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Order of credits arranged for maximum credit this year. For credits not
specifically listed on the official preprinted FTB form, the taxpayer is free to
claim the credits in any order. However, the FTB form is already designed to
maximize the amount that can be claimed in the current year. This means
that credits that have the most severe limitations are claimed first, and those
with the least severe limitations are claimed last. With this in mind, we have
organized the credits for sections A2, B, and C into five groups, and ordered
them from the most restricted group to the least restricted group. Within
each group we have arranged the credits alphabetically (as they appear in the
FTB instructions for Schedule P).

Current credits that reduce excess tax and can be carried over to next year.
The first group of credits is comprised of current credits (for 2022 expenses),
and the amounts not used this year are carried over to next year:

Code 237, New Cadlifornia Motion Picture and Television Production
Credit. This credit is allocated and certified by the California Film
Commission (CFC) as well and is really an extension of the preced-
ing credit. Again, you can claim no credit unless you received certi-
fication for 2022 from the CFC with a certificate number 5000 or
higher. See form FTB 3541 for details.

Code 205, Disabled access. (Road Map line for Premium Level only,
supported by Form 3548.) This credit is similar to the comparable
federal credit, but is limited to $125 or half of the qualified expendi-
tures that do not exceed $250, whichever is less. If not using the
Premium Level software, you must manually enter here the result on
line 8 of Form 3548.

Code 204, Donated agricultural products transportation. This credit al-
lows a credit up to 50% of the costs paid or incurred for the trans-
porting of agricultural products donated to nonprofit charitable orga-
nizations. You must complete FTB 3547 (not built into the soft-
ware), and enter the result from that form here.

Code 203, Enhanced oil recovery. This credit is similar to the compara-
ble federal credit, but the credit is only one-third of the federal credit
and is limited to qualified projects located within California, as fig-
ured on FTB 3546 (not built into the software).

Code 238 New Donated Fresh Fruits or Vegetables This credit replaced
the code 224 credit (shown in the next section). It amounts to 15%
of qualified value.

Code 234 New Employment Credit. This new credit is available only to
taxpayers who have received a tentative credit reservation for hiring
a full-time employee in a designated census tract or economic devel-
opment area. See FTB 3554 for details.

Repealed credits that reduce excess tax and have carryover provisions.
(Road Map lines, supported by Form 3540, for all but one credit.) These cred-
its have all expired, but carryover of unused credit from prior years is still
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available. /f you complete a Form 3540, the carryover you enter there will be
posted here automatically. Otherwise you can enter the amounts here direct-
ly. The amounts not used this year are carried over to next year.

Code 175, Agricultural products. Originally figured on FTB 3534.

Code 223, California Motion Picture and Television Production Credit.
For credit certified by the California Film Commission (CFC) for years
before 2016, as indicated by a certificate number should be no high-
er than 4999.

Code 209, Community Development Financial Institution Investments.
For credit certified by California Organized Investment Network
(COIN).

Code 224, Donated Fresh Fruite or Vegetables Credit. Originally figured
on FTB 3811.

Code 194, Employee ridesharing. Originally figured on Form 3572.

Code 190, Employer child care contribution. Originally figured in Part II
of Form 3501.

Code 189, Employer child care program. Originally figured in Part | of
Form 3501.

Code 191, Employer ridesharing: Large employer program. Originally
figured on FTB 3518.

Code 192, Employer ridesharing: Small employer program. Originally
figured on FTB 3518.

Code 193, Employer ridesharing: Transit pass credit. Originally figured
on FTB 3518.

Code 182, Energy conservation. Originally figured on FTB 3514.

Code 218, Environmental tax. For small refiners of ultra low sulfur
diesel fuel, carryover must be from taxable years starting after July
1, 2005 and before 2018.

Code 207, Farmworkers housing construction. Originally based on certi-
fication from the California Tax Credit Allocation Committee.

Code 198, Local agency military base recovery area (LAMBRA) hiring.
This portion of LAMBRA incentives was originally figured on FTB
3807. CAUTION: Unlike other credits in this section, this credit car-
ryover cannot be claimed on Form 3540. You must therefore enter
the carryover directly on this Schedule P.

Code 198, Local agency military base recovery area (LAMBRA) sales
and use tax. This portion of LAMBRA incentives was also originally
figured on FTB 3807, but is stated separately. CAUTION: Unlike
other credits in this section, this credit carryover cannot be claimed
on Form 3540. You must therefore enter the carryover directly on
this Schedule P.

Code 160, Low-emission vehicles. Originally as much as 55% of the
cost of converting to low-emission vehicles, but you had to obtain
certification from the California Energy Commission.

Code 211 Manufacturing Enhancement Area (MEA) Hiring. Originally
figured on FTB Form 3808.

Code 220 New Jobs Credit. Originally figured on FTB 3527.
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Code 184, Political contributions. Originally figured on Schedule P.

Code 174, Recycling equipment. Originally figured on FTB 3514, you
could formerly claim as much as 40% of the cost of qualified equip-
ment purchased before 1994.

Code 186, Residential rental and farm sales. Originally figured on FTB
3529.

Code 206, Rice Straw. You were formerly able to claim as much as $15
per ton of certified purchased rice straw grown in California.

Code 171, Ridesharing. The credit expired years ago.

Code 200, Salmon & steelhead trout habitat restoration. This credit ex-
pired just before the current tax year.

Code 179, Solar pump. The credit expired years ago, and is available
only to farmers. It applies only to measures installed in 1981
through 1984.

Code 178, Water conservation. The credit expired years ago, and ap-
plies only to measures installed in 1980 through 1982.

Code 161, Young infant. Originally figured on Schedule P.

6 through 9, Section A2 Summary. Up to four credits used above are consoli-
dated into lines 6 through 9. Each of the four lines consists of the following
five parts (only four of which are shown on the screen):

Code and Credit Name. (auto-calc) Credit code numbers and credit
names are generated here when any one or more of the above cred-
its is claimed in section A2.

Credit amount. (auto-calc) The total credit is shown here and printed in
column (a) of the official Schedule P.

Credit used this year. (auto-calc) Computed as the lesser of the credit
amount for this line, column (a), and the tax balance for the last
numbered line used on the schedule, column (c), and printed in col-
umn (b) of this line.

Tax balance. (auto-calc, but not shown on the screen) Computed as
the tax balance at line 5(c) less the "credit used this year" for this
credit and all credits that precede this one in this section, this is the
tax balance that can be reduced by subsequent credits. It is printed
in column (c) of this line.

Credit carryover. (auto-calc) Computed as “credit amount” for this line,
column (a), less “credit used this year” for this line, column (b).
This is the amount that can be claimed next year, and is printed in
column (d) of this line.

Overflow credits. If more than four credits have been claimed this year
in section A2, so that there are more credits used this year in sec-
tion A2 than can fit on lines 6 through 9, the total used this year for
these additional credits is shown here. You must, in a supporting
statement for this line, provide the same detail for these additional
credits as appears in line 6 through 9. The additional amount used
this year will be shown on the official printout below line 10(b) with
a reference to the supporting statement.
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10 Code 188, Credit for prior year minimum tax. You may claim this credit if
you paid alternative minimum tax last year but have no alternative minimum
tax this year.

Credit amount. (Road Map line for Premium Level only, supported b
Form 3510.) If not using the Premium Level software, you must
manually enter here the result from line 32 of FTB Form 3510 (if
greater than zero). This entry is printed in column (a) of this line.

Credit used this year. (auto-calc) Computed as the lesser of "credit
amount" for line 10(a) and the tax balance for the last numbered line
used on the schedule. It is printed in column (b) of this line and is
the same as line 38 of Form 3510.

Tax balance. (auto-calc, but not shown on the screen) Computed as
the tax balance for the last numbered line used on the schedule less
the above "credit used this year." This is the tax balance that can be
reduced by subsequent credits. It is printed in column (c) of this line.

Credit carryover. (auto-calc) Computed as “credit amount” for line
10(a) less “credit used this year” for line 10(b). This is the amount
that can be claimed next year, and is printed as line 10(d). (This re-
sult is the same as line 39 of Form 3510.)

SECTION B - CREDITS THAT MAY REDUCE TAX BELOW TENTATIVE MINI-
MUM TAX. The current-year claims for the credits in this section are allowed
to exceed line 3, but they cannot exceed line 1.
11 Line 1, or line 2 plus last tax balance. (auto-calc) If line 3 is zero, line
1 is used here. Otherwise, line 2 plus the last tax balance in column
c is used.
Line 11 is the tax balance that may be offset by credits in Section B.

Bl Credits that reduce net tax and have no carryover provisions. Unused
credits in this section are lost forever.

Qualify for Joint Custody Credit? You qualify for the credit if you could
have filed under the filing status Joint Custody Head of Household
had California not eliminated this category. This means that you
must furnish more than half of the household expenses for a qualify-
ing child, stepchild, or grandchild for at least 146 days, but no more
than 219 days. You must also file single (or, if married filing sepa-
rately, must have lived apart from spouse the entire year, as an-
swered on Form 540). Note that the child need not be your depen-
dent unless the child is married. See FTB Form 540 instructions for
lines 43 through 45 for details.

12 Code 170, Credit for joint custody head of household. (auto-calc) If
you answered Yes to the above qualifying question, and otherwise
qualify based on filing status, this line is computed as 30% of an ad-
justed tax, but no more than $556 for 2022; otherwise, zero. The
adjusted tax is the tax on line 35 of Form 540 less the amount of
FTB 5870A tax included in line 34 of Form 540.
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Credit used this year. (auto-calc) Computed as the lesser of the full
credit amount and the tax balance for the last numbered line used on
the schedule, and printed in column (b) of line 12.

Quualify for Dependent Parent Credit? You may be eligible for this credit
if you were married at the end of the tax year, your spouse was not
a member of your household during the last six months of the year,
you file a separate return (filing status 3), and you furnished over
half of the household expenses for your dependent parent's home.
If you qualify, answer Yes to this question.

13 Code 173, Credit for dependent parent. (auto-calc) If you answered
Yes to the above qualifying question, and otherwise qualify based on
filing status, this line is computed as 30% of an adjusted tax, but no
more than $556 for 2022; otherwise, zero. The adjusted tax is the
tax on line 35 of Form 540 less the amount of FTB 5870A tax in-
cluded in line 34 of Form 540.

Credit used this year. (auto-calc) Computed as the lesser of the full
credit amount and the tax balance for the last numbered line used on
the schedule, and printed in column (b) of line 13.

Meet age requirements for Senior Head of Household Credit. (au-
to-calc) Automatically Yes only if a senior exemption is claimed at
line 9 of Form 540.

Meet death and filing requirements for Senior Head of Household Cred-
it? You should answer Yes ONLY if you qualified as head of house-
hold in 2020 or 2021, and the person who qualified you for this fil-
ing status died during 2020 or 2021.

14 Code 163, Credit for senior head of household. (auto-calc) Computed
based on the above two answers using the worksheet in the Form
540 instructions. The credit is the lesser of $1,695 (for 2022) and
2% of taxable income on line 19 of Form 540. However, NO credit
is allowed when AGI on line 17 of Form 540 exceeds $89,931.

Credit used this year. (auto-calc) Computed as the lesser of the full
credit amount and the tax balance for the last numbered line used on
the schedule, and printed in column (b) of line 14.

15 Nonrefundable renter’s credit. You may claim a credit for as much
as $120, as explain in our details for line 46 of Form 540. You
claim the credit by entering the number of qualifying persons above
line 46 of Form 540, and the software does the rest, recomputing
Schedule P and posting the result for the next line on Form 540 up-
on the final recalculation of the return.

Credit used this year. (auto-calc) Computed as the lesser of the full
credit amount and the tax balance for the last numbered line used on
the schedule, and printed in column (b) of line 15. This result is
posted to line 46 of Form 540.
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B2 Credits that reduce net tax and have carryover provisions. All of these
credits are carried over to the next year except for the last two, which are
applied to Section C of this schedule.

Current Credits that reduce net tax and have carryover provisions. The fol-
lowing credits are credits for 2022 expenses:

Code 233, California competes. This credit is an incentive for business-
es to come to California or to stay and grow in California. The credit
is negotiated by the governor's office and approved by the California
Competes Tax Credit Committee, and you must have been awarded
a contract by the committee to claim a credit. It is claimed on FTB
Form 3592, which was new for 2015.

Code 197, Child adoption. (Supported by the Child Adoption Credit
Worksheet, Figure CA-2.) In the year of adoption, half of the cost of
adopting a child is reimbursed as a credit, up to a maximum of
$2,500 for each qualified adoption. Supporting worksheets compute
the credit allowable credit for you. Because the limitation is applied
separately for each child, you must use a separate worksheet for
each separate adopted child. The worksheet helps determine your el-
igibility for the credit through selected questions, and provides data
entry lines for the only expenses that are qualified: fees to a quali-
fied agency, unreimbursed medical expenses for the child, and travel
expenses for the adoptive family. See FTB Form 540 instructions for

CHILD ADOPTION CREDIT
child's name
Citizen or legal res of US? No
In custody of gqlfd. agency? No
cred carryover fr prior yr

If adoption order THIS yr:
Fees of the gqlfd. agency..
Unreimbursed medical expns
Adoptive family travel exp

otal allowable credit:

1 Total qualified expenses

Credit percentage - 50%.
Credit before 1imitation
Credit amount

carryover to next year..

Figure CA-2. Child Adoption Credit Worksheet

lines 43 through 45 for other details.

Code 235, College access credit. This credit is allocated and certified by
the California Educational Facilities Authority, for taxpayers who
contribute to the College Access Tax Credit Fund. Therefore, you
can claim no credit unless you received certification for 2022 from
the authority. The credit is claimed on FTB Form 3592, which was
new for 2015.

Code 172, Low-income housing. You must file FTB 3521 with the re-
turn, and enter the result of that form here.
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Code 213, Natural heritage preservation. You must file FTB 3503 (not
built into the software) with the return, and enter the result of that
form here.

Code 183, Research. (Road Map line for Premium Level only, supported
by Form 3523.) If not using the Premium Level software, you must
manually enter here the result from line 46 of FTB Form 3523.

Repealed credits that reduce net tax and have carryover provisions. (Road
Map lines, supported by Form 3540.) These credits have all expired, but carry-
over of unused credit from prior years is still available. /f you complete Form
3540, the carryover you enter there will be posted here automatically. Other-
wise you can enter the amounts here directly.
Code 196, Commercial solar electric system. Originally figured on FTB
3556.
Code 176, Enterprise zone hiring credit. Enter here, from Schedule Z of
Form 38057, the lesser of line 8B column (e) and 8B column (f).
(Note that column (f) of Schedule Z is not entered here because that
column reflects the tax limitation determined after Schedule P is
completed.)
Code 176, Enterprise zone sales & use tax credit. Enter here, from
Schedule Z of Form 38052, the lesser of line 9B column (e) and 9B
column (f).
Code 185, Orphan drug. Originally figured on FTB 3528.
Code 210 Targeted Tax Area (TTA) Hiring & Sales or Use Tax. This
business incentive for targeted areas was original claimed through
FTB Form 3809 (not built into the software).
Code 210 Targeted Tax Area (TTA) Sales or Use Tax. This business in-
centive for targeted areas was originally figured on FTB Form 3809
(not built into the software) just like the TTA Hiring Credit, above.

Repealed credits carried over first to Section B2, then to Section C. These
credits have both expired, but carryover of unused credit from prior years is
still available. Any amounts not used in this part of section B2 can be carried
over to Section C, which is less limited than Section B2. /f you complete a
Form 3540, the carryovers you enter there will be posted here automatically .
Otherwise you can enter the amounts here directly.

Code 180, Solar energy. (Road Map line, supported by Form 3540.)

Originally figured on FTB 3805L, but expired on January 1, 1987.

Code 181, Commercial solar energy. (Road Map line, supported by
Form 3540.) Originally figured on FTB 3805L.

16 through 19, Section B2 Summary. Up to four credits used above are con-
solidated into lines 16 through 19. Each of the four lines consists of the fol-
lowing five columns:
Code and Credit Name. (auto-calc) Credit code numbers and credit
names are generated here when any one or more of the above cred-
its is claimed in section B2.
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Credit amount. (auto-calc) The total credit is shown here and printed in
column (a) of the official Schedule P.

Credit used this year. (auto-calc) Computed as the lesser of the credit
amount for this line, (a), and the tax balance for the last numbered
line used on the schedule, (c), and printed in column (b) of this line.

Tax balance. (auto-calc, but not shown on the screen) Computed as
“tax balance” for the last numbered line used on the schedule, col-
umn (c), less “credit used this year” for this line, column (b), and
printed in column (c) of this line.

Credit carryover. (auto-calc) Computed as “credit amount” (a) for this
line, less “credit used this year” (b). This is the amount that can be
claimed next year, and is printed in column (d) of this line.

Overflow credits. more than four credits have been claimed this year in
section B2, so that there are more credits used this year in section
B2 than can fit on lines 16 through 19, the total used this year for
these additional credits is shown here. You must, in a supporting
statement for this line, provide the same detail for these additional
credits as appears in line 16 through 19. The additional amount used
this year will be shown on the official printout below line 19(b) with
a reference to the supporting statement.

B3 Other state tax credit. For the sole line in this part of Section B, the un-
used credit cannot be carried over to the next year:

20 Code 187, Other state tax credit. (Road Map line, supported by
Schedule S.) Five copies of Schedule S are built into the software,
for reporting income tax paid to up to five states. The result on line
12 of all Schedules S combined is posted to column (a) of this line.

Credit used this year. (auto-calc) Computed as the lesser of the full
credit amount (line 20(a)) and the tax balance for the last numbered
line used on the schedule (column (b)).

SECTION C - CREDITS THAT MAY REDUCE ALTERNATIVE MINIMUM TAX.
Claims for solar energy credits are allowed to reduce the alternative minimum
tax. They are carried over from Section B2 to lines 22 and 23, below.

21 AMT from Schedule P Part II, line 26. (auto-calc) The alternative mini-
mum tax computed on Schedule P, page 1, is posted here before
modification by the credits computed here.

22 Code 180, Solar energy credit carryover from Section B2. (auto-calc)
The carryover is posted here automatically.

Credit used this year. (auto-calc) Computed as the lesser of the
above gross credit for line 22 and the amount on line 21.

Credit carryover. (auto-calc) Computed as the gross credit on line
22 less the above “credit used this year.” This is the amount that is
carried over to next year.

23 Code 181, Commercial solar energy credit carryover from Section
B2. (auto-calc) The carryover is posted here automatically.
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Credit used this year. (auto-calc) Computed as the lesser of the
above gross credit for line 23 and the AMT on line 21 less the
"credit used this year" at line 22.
Credit carryover. (auto-calc) Computed as the gross credit on line
23 less the above “credit used this year.” This is the amount that is
carried over to next year.
24 Adjusted AMT. (auto-calc) Computed as the tax balance after any
credit at line 23 is applied.
The result at line 24 is posted to Schedule P page 1 and used in place of line
26 of Schedule P, page 1, for posting to line 61 of Form 540.

ALLOCATION TO FORM 540. (auto-calc lines) The credits used this year are re-
flected in lines 40 through 46 of Form 540, as shown here:

Child/dependent care credit for Form 540, line 40. (auto-calc) Taken
from line 5 of Schedule P, Part lll, this is California’s Child and De-
pendent Care Expenses Credit allowed this year.

Credit type for Form 540, line 43. (auto-calc) Taken as the credit code
and name for the first nonzero credit among lines 4 through 23 of
Schedule P, Part lll, excluding the Child and Dependent Care Ex-
penses Credit and the Nonrefundable Renter’s Credit (for which
there are separate lines on Form 540: lines 40 and 46).

Amount of credit for Form 540, line 43. (auto-calc) Taken as the “Credit
used this year” that appears below the credit code and name for the
preceding credit type.

Credit type for Form 540, line 44. (auto-calc) Taken as the credit code
and name for the second nonzero credit among lines 4 through 23 of
Schedule P, Part lll, excluding the Child and Dependent Care Ex-
penses Credit and the Nonrefundable Renter’s Credit.

Amount of credit for Form 540, line 44. (auto-calc) Taken as the “Credit
used this year” that appears below the credit code and name for the
preceding credit type.

Balance for Form 540, line 45. (auto-calc) The sum of all “Credits used
this year” shown on Schedule P, Part lll, except the credits shown
above for Form 540 lines 40, 43, and 44, and the credit shown be-
low for Form 540, line 46, this is balance of credits on Schedule P,
Part 1ll, not shown elsewhere on Form 540.

Renter's credit for Form 540, line 46. (auto-calc) Taken from “Credit
used this year” at line 15 of Schedule P, Part lll, this is California’s
nonrefundable Renter’s Credit allowed this year.
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Schedule S / Other State Tax Credit

Purpose is to avoid double taxation. This schedule is used to report income
taxes paid to another state on income that is taxed by California as well. The
portion of tax paid to the other state on income taxed by both states is used
to offset the portion of tax computed on the California return for the same in-
come. NOTE: You must attach to your California return a copy of the tax re-
turn filed with the other state. Five copies of Schedule S are built into the
software so that you can report double-taxed income for as many as five
states.

PART I - DOUBLE TAXED INCOME. Details on double taxed income are report-
ed here.

1 Total double taxed by California. (Supported by the Double Taxed In-
come Worksheet, Figure CA-3.) You must complete a separate sup-
porting worksheet for each double taxed income item.

1 Total double taxed by other state. (Supported by the Double Taxed
Income Worksheet, Figure CA-3.) The same set of worksheets sup-
ports this line as well.

Double Taxed Income

DOUBLE TAXED INCOME WRKSHT .
a. Income item des Worksheet. (Figure CA-3)

b. Taxable by california This worksheet is just a
c. Taxable other state simple itemized list, but

with two amount columns:
a Income item de-
scription. Enter a
description (up to 25 characters) for each double taxed income item
on a separate worksheet page.
b California amount. Enter California amount for the item.
c Other state amount. Enter the other state amount for the item.
The total of line b from all worksheets is used in line 3, below, and the total
of line ¢ from all worksheets is used in line 8.

PART II - OTHER STATE TAX CREDIT. The computation of credit to be posted
to Schedule P is computed here:

2 California tax liability. (auto-calc) Computed as the tax balance on
line 35 of Form 540, less total credits on line 47 of Form 540 (but
with any Other State Tax Credit included in line 47 removed).

3 Double taxed income taxable by California. (auto-calc) Taken from
the total for California at line 1, above.

AGI on Form 540, line 17. (auto-calc) As indicated.

Lump sum distributions on Schedule G-1. If you used Schedule G-1 to
compute tax you must report the income taxed here, since it is not
included in AGI.

4 California adjusted gross income. (auto-calc) Computed as the sum
of the above two lines.

Figure CA-3. Double Taxed Income Worksheet
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5 Divide line 3 by line 4 (100 % maximum). (auto-calc) Computed as in-
dicated, expressed as a percentage limited to no more than 100%.

6 Multiply line 2 by % on line 5. (auto-calc) As indicated.

7 Income tax paid to. Enter here the name of the other state here.

7 Amount paid to above state. Enter here the dollar amount of tax paid
to the other state for the same tax year the income is taxed by Cali-
fornia.

8 Double taxed income taxable by other state. (auto-calc) Taken from
the total for other state at line 1, above.

9 Adjusted gross income taxable by other state. Enter the AGI for the
income tax return you file with the other state.

10 Divide line 8 by line 9 (100 % maximum). (auto-calc) Computed as in-
dicated, expressed as a percentage limited to no more than 100%.

11 Multiply line 7 by % on line 10. (auto-calc) Computed as indicated.

12 Other state tax credit. (auto-calc) Computed as the lesser of line 6 or
line 11, this is the credit for this copy of Schedule S.

The sum of credits on line 12 of all Schedules S combined is posted to line 20
of Schedule P, Part Ill.
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Form 3506 / Child & Dependent Care Expenses Credit

California credit similar to federal credit. California provides a form similar to
federal Form 2441 for deducting child and dependent care expenses for par-
ents who work. The credit is generally just a percentage of the federal credit
(60% or less), so the computation of the credit on this form duplicates the
computation on the federal form until this percentage is applied (at line 9).
This percentage ranges from 50% for federal AGI of $40,000 or less to zero
for federal AGI above $100,000. Since tax year 2011, the credit has been a
nonrefundable credit. In other words, it is subject to tax liability limitations,
which are applied at line 48 of Form 540. Form 3506 is accessible through
the Road Map at line 40 of Form 540 and line 7 of Schedule P, Part Ill (on
page 2 of Schedule P).

CAUTION: Additional reporting requirements. There are a number of required

entries that do not appear on the federal Form 2441:

(1) You must report (in Part | of the form) any income you received that is
not earned income but was used to help support your family. There is no
federal equivalent to Part I.

(2) You must provide the telephone number of each care provider and identi-
fy whether the care provider is a person or an organization.

(3) In additional to the address of the care provider, you must enter the ad-
dress where the care was actually provided. Only California addresses
qualify.

(4) If the care is employer-provided (reported in box 10 of Form W-2), you
must not leave the Care Provider Worksheet blank except for employer's
name and "See W-2" flag (contrary to the federal instructions). Instead,
you must enter employer's EIN, telephone number, identity as an organi-
zation, and the address where the care is provided.

(5) You must provide the date of birth of each child, or, if disabled, identify
the child as disabled. CAUTION: If you answer Yes for “Disabled?” you
should leave the date-of-birth entry blank.

(6) You must enter the percentage of physical custody of the child (which is
the percentage of time the child spent in your California home).

CAUTION: Some taxpayers do not qualify. While the software automatically
translates this form from the Form 2441 in the federal return and gives most
taxpayers a credit if their Form 2441 showed a credit, there is one important
condition you must meet to qualify for the credit. The care must have been
provided in California. If not, you must zero out the translated form, then re-
move it from the return with our File Manager. (The requirement for the care
to take place in California has replaced the former residency requirement for
the taxpayer. You no longer have to maintain a home in California in order to
take the credit. However, you must have earned wages or self-employment
income in California.)
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Form 3510* / Credit for Prior Year Alternative Minimum
Tax

* Included in Premium Level software ONLY. This form is only built into the
Premium Level version of the California Supplement.

Purpose. This form, which is analogous to federal Form 8801, provides a
credit for prior-year AMT when the current-year AMT is zero. Form 3510 is
accessible through the Road Map from line 10 of Schedule P, page 2 -- the
line for credit 188 in Section A2 of Schedule P, Part /ll.

CAUTION: Translation based on federal Form 8801 is only a starting point.
California Form 3510 is translated from federal Form 8801 of the same tax
year. However, adjustments to the translated entries are often necessary
because of differences between the prior-year California Schedule P and the
prior-year federal Form 6251. Furthermore, a credit may apply for California
and not for the federal return, or vice versa, due to differences in the re-
spective returns. Therefore, it is very important that you check that all en-
tries on screens 1 and 2 match the amounts on the prior-year Schedule P.
(If there is no prior-year Schedule P, you do not qualify for Form 3510.)

INFORMATION FROM 2021. Entries from the prior-year California Schedule P
are entered here. Form 3510 is then completed automatically based on these
entries except for line 3. CAUTION: Most of the lines in the section are not
translated from the federal Form 8801 because tax reform eliminated most of
the analogous federal lines. As a result, you must manually enter most
amounts from 20217.

2021 filing status. Translated from the federal Form 8801, you will
have to change this entry only if the filing status for the 2021 Cali-
fornia tax return was different from that for the 2021 federal tax re-
turn (or there was no federal Form 8801 for 2021).

2021 Schedule P, Part I, line 1. No amount is translated to this line, so
you must manually enter the amount from your prior-year Schedule
P. If you itemized deductions on the California return for 2021, your
entry should be zero. Otherwise, your entry should be your standard
deduction for 2021.

2021 Schedule P, Part I, line 2. No amount is translated to this line, so
you must manually enter the amount from your prior-year Schedule
P. If you itemized deductions on your California return for 2021, this
is medical and dental expense deductible on federal Schedule A, line
4, but no more than 2.5% of federal AGI, whether or not you item-
ized deductions on the federal return. Otherwise, zero.

2021 Schedule P, Part I, line 3. No amount is translated to this line, so
you must manually enter the amount from your prior-year Schedule

P. If you itemized deductions on your California return for 2021, this
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is deductible personal property taxes and real property taxes. Other-
wise, zero.

2021 Schedule P, Part I, line 4. No amount is translated to this line, so
you must manually enter the amount from your prior-year Schedule
P. If you itemized deductions on your California return for 2021, this
is certain interest on a home mortgage not used to buy, build, or im-
prove your home. Otherwise, zero.

2021 Schedule P, Part I, line 5. No amount is translated to this line, so
you must manually enter the amount from your prior-year Schedule
P. If you itemized deductions on your California return for 2021, this
is miscellaneous itemized deductions. Otherwise, zero.

2021 Schedule P, Part ], line 6. No amount is translated to this line, so
you must manually enter the amount from your prior-year Schedule
P. If you itemized deductions on your California return for 2021, this
is refunds of personal and real property taxes. Otherwise, zero.

2021 Schedule P, Part I, line 7. Translated from the federal Form
8801, the translated amount is line 2c¢ of the 2021 Form 6251,
which is the difference between the investment interest expense de-
duction for the regular tax and that for the AMT on the federal re-
turn. You may have to adjust this amount for California because of
past differences between California and federal law, especially relat-
ing to depreciation. See FTB instructions for line 7 of 2021 Schedule
P for details. /f you did NOT itemize deductions on the California re-
turn, enter zero unless you reported investment interest expense on
federal Schedule E (rather than federal Schedule A).

2021 Schedule P, Part I, line 13b. Translated from the federal Form
8801, the translated amount is line 2d of the 2021 Form 6251,
which is the difference between depletion for the regular tax and
that for the AMT on the federal return. You may have to adjust this
amount for California because of past differences between California
and federal law.

2021 Schedule P, Part I, line 13i. No amount is translated to this line,
so you must manually enter the amount from your prior-year Sched-
ule P. This is the preference for pollution control facilities on the
2021 Schedule P.

Other exclusion items. Enter here any 2021 exclusion items not re-
flected above. Although the corresponding entry on screen 1 of our
2021 Form 8801 is translated here, you will have to make an ad-
justment to this amount if any additional exclusion items entered do
not apply to California, or exclusions not applicable for the federal
return apply.

The sum of the above Schedule P lines 1 through 5, 7, 13b, 13i, and “other
excluasion items” less line 6, is used for line 2 of California Form 3510.

The next four entries are used in line 1 of California Form 3510:
2021 Schedule P, Part I, line 15. Translated from the federal Form
8801, the translated amount is line 1 of the 2021 Form 6251,
which is federal AGI less itemized deductions or the standard deduc-
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tion. By contrast, the amount for California is California AGI less Cal-
ifornia itemized deductions or the standard deduction. Therefore,
vou will generally have to make an adjustment to the translated
amount even if federal and California AGl are the same, since the
amounts for itemized deductions and standard deduction will almost
certainly differ.

2021 Schedule P, Part I, line 16. Translated from the federal Form
8801, the translated amount is line 2e of the 2021 Form 6251,
which is the NOL deduction reflected in income on the 2021 Form
1040. Therefore, you will have to make an adjustment to the trans-
lated amount if the California NOL deduction differs from the federal
deduction.

2021 Schedule P, Part I, line 17. No amount is translated to this line,
so you must manually enter the amount from your prior-year Sched-
ule P. There is no federal equivalent to this amount, which is your
2021 taxable trade or business income (but no less than zero).

2021 Schedule P, Part I, line 18. No amount is translated to this line,
so you must manually enter the amount from your prior-year Sched-
ule P. The amount relates to the phase-out of California itemized de-
ductions for high-income taxpayers.

The sum of the first two amounts less the sum of the last two amounts is
used for line 1 of Form 3510.

The next five lines are NOT translated from the federal Form 8801 because ei-
ther they have no federal equivalent or they are very different from the analo-
gous federal amounts:

2021 Schedule P, Part II, line 25. This is the regular tax before credits
on the 2021 California return. You must manually enter the amount
from line 25 in Part Il of the 2021 Schedule P. This entry is used for
line 12 of the current Form 3510.

2021 Schedule P, Part II, line 26. This is the AMT on the 2021 Califor-
nia return. You must manually enter the amount from line 26 in Part
Il of the 2021 Schedule P. This entry is used for line 28 of the cur-
rent Form 3510.

2021 Schedule P, Part III, line 10(d). This is the unused credit for prior-
year AMT on the 2021 California return. It is shown on line 39 of
the 2021 Form 3510 and column (d) of line 10 in Part lll of the
2021 Schedule P. You must manually enter the amount from Part
Ill, line 10, column (d) of the 2021 Schedule P. This entry is used
for line 31 of the current Form 3510.

2021 Schedule P, Part III, line 22(b). This is the solar energy credit car-
ryover used in 2021. You must manually enter the amount from line
22, column (b), in Part Ill of the 2021 Schedule P. This entry is used
in the computation of line 28 of the current Form 3510.

2021 Schedule P, Part III, line 23(b). This is the commercial solar ener-
gy credit carryover used in 2021. You must manually enter the
amount from line 23, column (b), in Part lll of the 2021 Schedule P.
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This entry is used in the computation of line 28 of the current Form
3510.

The remaining lines in this section are used only for taxpayers who were un-
der 24 years old at the end of 2021:

Your 2021 earned income. The amount translated from the federal
Form 8801 is the primary taxpayer’'s federal earned income for
2021. You will have to make an adjustment to this entry only if Cali-
fornia earned income is different.

Adjustment for special businesses. The amount translated from the
federal Form 8801 is the allowance for personal services rendered,
as explained in the IRS instructions for line 29 of Form 6251.

Earned Income for Exemption Worksheet. (auto-calc) Computed as
the sum of the preceding two amounts, this is the amount of earned
income used in applying the special limitations for children at line 9
of Form 3510.

Earned Income more than half your support? Answer Yes only if the
preceding amount is more than the support provided by all others
combined in 2021.

Full-time student in 2021? Answer Yes if enrolled as a full-time stu-
dent in any 5 month period in 2021.

YOUR age on 2021 Form 540. (auto-calc) Computed as the age you
entered on our 2021 Form 540 less one year, this is your age on
January 1, 2021.

Both parents died before 2022? Translated from the federal Form
8801, the answer should be Yes only if neither parent was alive on
January 1, 2022.

PART I, NET ALTERNATIVE MINIMUM TAX ON EXCLUSIONS. All adjustments and
preferences that increase taxable income for the purposes of the AMT are either
deferral items or exclusion items. The prior-year AMT attributable to exclusion
items is computed here. It is subtracted from the full amount of AMT in Part Il in
order to arrive at the part of the prior-year AMT that is qualified for a credit. Your
entry is required at line 3 (AMT credit NOL); all other lines are completed for you
based on the entries you made on the first two screens of Form 3510:

1 Combine amounts from 2021 Schedule P, Part I, lines 15 through 18. (au-
to-calc) Computed from the corresponding lines entered on screen 2,
this is the prior-year income to which prior-year exclusions are added in
order to determine the prior-year AMT attributable to exclusions.

2 Adjustments and preferences treated as exclusion items. (auto-calc)
Computed from your entries on screen 1, this is the sum of 2021
Schedule P, Part |, amounts for lines 1, 2, 3, 4, 5, 7, 13b, and 13i, plus
“Other exclusion items” less the 2021 Schedule P, Part |, line 6.

3 AMT credit net operating loss deductions. No amount is translated to
this line, so you must manually enter the amount from your pri-
or-year Schedule P. See FTB instructions for this line for details on
the computation for this line.
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4 Combine lines 1 through 3. (auto-calc) Normally computed as line 1 plus
line 2 [ess line 3. However, if married filing separately for 2021 and this
result exceeds $403,348, an additional amount is added to this result in
accordance with the worksheet in the FTB instructions for this line.

5 Amount from 2021 Schedule P, line 22, Exemption Worksheet, line 1. (au-
to-calc) Using the 2021 filing status on screen 1, computed as
$104,094 for filing status 2 or 5, $78,070 for 1 or 4, or $52,044 for
3.

6 Amount from 2021 Schedule P, line 22, Exemption Worksheet, line 3. (au-
to-calc) Using the 2021 filing status on screen 1, computed as
$390,351 for filing status 2 or 5, $292,763 for 1 or 4, or $195,172 for
3.

7 Subtract line 6 from line 4. (auto-calc) Computed as indicated, but no
less than zero.

8 Multiply line 7 by 25% (.25). (auto-calc) Computed as indicated.

Limitation for child applied. (auto-calc) Answered Yes only if you have
an entry for your age on Form 540, your age was under 24 for the
2021 return, at least one parent was alive in 2021, your filing status
was not married filing jointly for 2021, and either your age was under
18 at the end of 2021 or you provided no more than half your support
and were either 18 at the end of 2021 or a student. If Yes, line 9 may
be less than the amount indicated by the label for the line.

9 Subtract line 8 from line 5. (auto-calc) Normally computed as indicat-
ed, but no less than zero. However, if the preceding answer is Yes,
this result is limited to no more than the amount for “Earned Income
for Exemption Worksheet” plus $7,500.

10 Subtract line 9 from line 4. (auto-calc) Computed as indicated, but no
less than zero.

11 Tentative minimum tax on exclusions. (auto-calc) Computed as 7%

of line 10.
12 Regular tax before credits. (auto-calc) Taken from your entry on
screen 2 for 2021 Schedule P, Part Il, line 25, this is the amount on

the 2021 Form 540, line 31.

13 Net AMT on exclusions. (auto-calc) Computed as line 11 less line 12,
but no less than zero.

14 through 27. These lines apply only to Form 540NR filers, not the
Form 540 filers for which this software is designed. As a result,
these lines do not appear on the screen and are left blank on the of-
ficial printouts.

PART II, CREDIT COMPUTATION. The credit is computed here based on prior-
year AMT less the part attributed to exclusion items plus any carryover from
the prior-year Form 3510. All lines in this part are completed automatically:
AMT on 2021 Schedule P, Part II, line 26. (auto-calc) Taken from your
entry on screen 2, this is the California AMT on the prior-year return
before reduction by solar credit carryovers.
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Solar carryover reduction. (auto-calc) Computed as the sum of
amounts on screen 2 for Schedule P, Part lll, lines 22(b) and 23(b),
this is the amount by which the AMT computed in Part Il of Sched-
ule P is reduced before being used on Form 540. If an amount ap-
pears on this line, it is printed on the dotted line for Form 3510, line
28, to flag to the FTB that the AMT has been reduced.

28 AMT from 2021 Schedule P, Part II, line 26. (auto-calc) Computed as
“AMT on 2021 Schedule P, Part Il, line 26” less “Solar carryover re-
duction,” this is the AMT that was reported on line 61 of the 2021
Form 540. CAUTION: The FTB label for this line is misleading. The
FTB label implies that the amount for this line is the amount comput-
ed in Part Il of Schedule P, before reduction by any solar credit car-
ryovers used in 2021. But the FTB instructions confirm that it
should be the reduced amount. The label would more properly be
“AMT from 2021 Form 540, line 61" or “AMT from 2021 Schedule
P, Part Ill, line 24(c).”

29 Net AMT on exclusions. (auto-calc) Taken from line 13, this is the
part of line 28 attributable to exclusion items.

30 Adjusted net AMT. (auto-calc) Computed as line 28 less line 29, with
a negative result allowed.

31 Carryover of unused AMT credit from 2021. (auto-calc) Taken from
your entry on screen 2 for “2021 Schedule P, Part Ill, line 10(d),”
this is the carryforward to 2022 computed on the prior-year Sched-
ule P (also shown on line 39 of the prior-year Form 3510).

32 Combine line 30 and line 31. (auto-calc) Computed as indicated. If
negative, there is no credit (nor credit carryover) from this form.

AMT CREDIT for Schedule P, Part III, line 10(a). (auto-calc) Computed as
line 32, but no less than zero. This is the credit from Form 3570 be-
fore tax limitations are applied, and is posted to Schedule P, Part lll,
line 10, column (a).

33 through 39. (auto-calc) These lines are valid only upon the final recal-
culation of the return, and show the part of the above credit actually
used this year (at line 38) and the remainder carried over to the next
year (at line 39). However, these lines are redundant when Schedule
P _exists, and Schedule P is automatically generated and completed
upon the final recalculation of the return once Form 3510 is com-
pleted. The credit actually used this year is computed on Schedule P
at Part lll, line 10, column (b). The remainder carried over to the
next year is computed on Schedule P at Part lll, line 10, column (d).
These amounts will agree with the amounts on lines 38 and 39 of
Form 3510 upon the final recalculation of the return.

Extra line for personal memos. The supporting statement you create for this
line will not be printed as a part of the official return. This line is provided only
to allow you to make private notes or reminders.
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Form 3514** / California Earned Income Tax Credit

** Included in Standard and Premium Level software ONLY. This form is
only built into the Standard and Premium Level versions of the California
Supplement. CAUTION: For a California return translated from a federal re-
turn, Form 3574 will be created when Schedule EIC exists for the federal
return. Nevertheless, for a valid California return, you must supply addition-
al information on Form 3514 and its worksheets.

Earned Income Tax Credit similar to federal EIC, but for lower income levels.
This credit is analogous to the federal Earned Income Credit (EIC), but is
named the California Earned Income Tax Credit and abbreviated E/TC rather
than EIC. The income levels to which the California credit applies and the
amount of tax credit available are both much lower than the federal version.
The California credit is now allowed only if your federal investment income is
no more than $4,389 (for 2022). And the qualifying children must have lived
with you in California for more than half of the tax year. If all qualifications
are met, at least some credit will exist if both California earned income and
federal adjusted gross income are less than $30,001 for 2022 and earned in-
come is at least $1. More details are compared with the federal credit in Table
CA-3 (Federal EIC vs. California EITC), which follows. The credit is claimed at
line 75 of Form 540, where it is accessible through the Road Map.

NEW FOR 2019: Additional credit for a child younger than 6. An additional
refundable credit of as much as $1,083 is available for 2022 for taxpayers
who qualify for the EITC and have at least one qualifying child under 6
years of age. The credit phases out when earned income exceeds $25,000,
reducing to zero at $30,000. See Part VIl of this form for details.

NEW FOR 2022: Additional credit for a certain taxpayers who were foster
children. An additional refundable credit of as much as $1,083 is available
for 2022 for certain taxpayers who qualify for the EITC, were age 18
through 25 in2022, and were in foster care at age 13 or above. The credit
phases out when earned income exceeds $25,000, reducing to zero at
$30,000. See Part IX of this form for details.

MANDATORY for Paid Preparers: Returns signed by a paid preparer must
include Form 3596 with the return. Just as the IRS requires Form 8867, the
FTB requires that paid preparers file FTB Form 3596 (Paid Preparer's Due
Diligence Checklist for California Earned Income Tax Credit) with any return
signed by them for which the California EITC is claimed. CAUTION: Al-
though FTB Form 3596 is automatically created when you claim the EITC,
you must manually complete the first few entries in of Part | of Form 3596.
The remainder of the form is translated from federal Form 8867 when pos-
sible. (You can access Form 3596 through the Road Map from the bottom
of the first and sixth screens of Form 3574.)
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. Federal EIC vs. California EITC for 2022

Feature

Federal EIC

California EITC

Generation of forms:
Earned income credit

Due diligence reporting
by paid preparers

Documentation required
for paid preparers

Automatic based on Form
1040 Dependent Work-
sheets

Form 8867 requires
manual answers to con-
firm procedures

Proof of residency, dis-
ability, and self-employ-
ment

Requires completion of

worksheets on Form 3514

Form 3596 also requires
manual answers to analo-
gous questions

Proof of California residen-
cy, disability, and self-em
ployment

Reporting requirements:
Form(s) to file with re-
turn

Documentation required
for paid preparers

Identity of paid preparer

Child's date of birth
Time with you test
Address of child

Schedule EIC required on-
ly if credit based on
children

Form 8867 required if
paid preparer involved

Proof of residency, dis-
ability, and self-employ-
ment

Name and PTIN only re-
quired on Form 8867

Year born
No. of months in country
Not required

Form 3514 required
whether or not children
are claimed

Form 3596 required if paid
preparer involved

Proof of California residen-
cy, disability, and self-em
ployment

Name, PTIN, type of li-
cense, authorizing state,
license number required
on Form 3596

Date of birth (xx/xx/xxxx)

No. of days in California

Physical address required

Income considered:
Earned income

All wages and self-em-
ployment income

California wages and self-
employment income

Adjusted gross income Federal AGI Federal AGI
Residency California U.S.A.
Max. income if MFJ:

No child $22,610 $30,001

One qualifying child $49,622 $30,001

Two qualifying children $55,5629 $30,001

Three or more children $59,187 $30,001
Max. income if not MIFJ:

No child $16,480

One qualifying child $43,492 same as MFJ, above

Two qualifying children $49,399

Three or more children $53,057
Max. credit available for:

No child $560 $275

One qualifying child $3,733 $1,843

Two qualifying children $6,164 $3,037

Three or more children $6,935 $3,417
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Translated from federal Schedule EIC to minimize data entry required to
claimed California EITC. If you claimed the Earned Income Credit on the fed-
eral Form 1040 return, and you started the California return by translating the
federal return, the entries and worksheets on federal Schedule EIC are trans-
lated to California Form 3514 and its worksheets. As a result, you will gener-
ally only need to adjust a few entries and supply some additional information
not found on the federal form, although that can include appreciable data en-
try, as implied by Table CA-3. TIP: For the federal return, information on each
child is supplied on the lengthy Dependent Worksheets for Form 1040, and
you cannot see the worksheets from Schedule EIC. However, the California
Dependent Worksheets are minimal, so you must supply the required informa-
tion on the worksheets accessible only from Form 3514.

Special requirements for entries on absolute positioning Form FTB 3514.

Form 3514 is among the FTB absolute positioning forms (including Form

540, Schedule CA, Form FTB 5805, and Schedule X) that must comply

with strict FTB specifications, including position, format, and allowed char-

acters:

(1) Monetary data must be printed LEFT-justified within defined boxes on
the graphic forms and must have NO punctuation (no commas nor
decimal points).

(2) Text data must be printed left-justified and upper case, and must gener-
ally be devoid of any punctuation or symbols, with a few specified
exceptions that allow slashes (/) and dashes (-). And many of them
must also be devoid of leading spaces and embedded spaces, includ-
ing your entry for the first name of taxpayer and spouse.

(8) The location of data on the printed form must be exactly as specified by
the FTB. There is no allowance for extra lines for itemized lists or
flags not specified by the FTB.

PRELIMINARY QUALIFICATIONS. Before considering income and qualifying
children, there are certain requirements for all forms of the credit that must be
satisfied first:
Do you file Form 2555? You must answer Yes if there is an amount on
line 8d or 24j of federal Schedule 1 stemming from Form 2555 (For-
eign Earned Income). If Yes, you cannot take the credit.

Your SSN on Form 540. (auto-calc) Taken from Form 540, screen 1.
Spouse SSN on Form 540. (auto-calc) From Form 540, screen 1.

You have the required SSN(s)? (auto-calc) You (and spouse, if married)
must have a social security card that qualifies you to work. A card
that just identifies you, such as cards with numbers starting with 9,
are not enough. The software therefore answers No here unless you
supplied on our Form 540 an SSN for you (and spouse, if married)
ranging from 1xXx-XX-XXXX t0 8XX-XX-XXXX.

Married filing separately and satisfy Special Rule? If married filing
separately, you cannot claim the EITC unless you satisfy the Special
Rule detailed in the FTB 2022 Instructions for Form FTB 3574 under
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Step 1d on page 2. If so, answer Yes. Otherwise, No. (Your answer
is forced to No if not married filing separately, but is ignored in de-
termining qualification for EITC.)

You nonresident alien any part of 20227 If Yes, you cannot take the
California EITC unless married filing jointly.
Spouse nonresident alien any part of 2022? If Yes, you cannot take
the California EITC unless the preceding answer is No.
Nonresident alien any part of 2022? (auto-calc) Answered Yes if the an-
swer for YOU (or SPOUSE if married filing jointly) is Yes.

ELIGIBLE SO FAR? (auto-calc) Answered Yes only if the answer to the
Form 2555 question is No, the answer to the SSN question is Yes,
the answer to the last nonresident alien question is No, and. If mar-
ried filing separately, the answers to the MFS question is Yes. Ex-
ception: If married filing jointly, Yes is allowed for the nonresident
alien question if the answer is No for one of the spouses.
If the answer to "ELIGIBLE SO FAR?" is No, do not complete the rest of this
form because you do not qualify for the credit under any circumstances.

INFORMATION FROM FEDERAL RETURN. Select information from the federal
return is used on Form 3514. It is entered here so that the official form can be
automatically completed.

Federal EIC investment income. The amount for this entry is translated
from screen 1 of the federal Schedule EIC, which is computed from
amounts throughout the federal return in accordance with Work-
sheet 1 of IRS Pub. 596. California uses this federal investment in-
come for the purposes of the California EITC rather than California
investment income.

Federal AGI on Form 1040, line 11. (auto-calc) Taken from column A of
Schedule CA, Part |, Section C, line 27, this amount should match
the amount on federal Form 1040, line 11. Although the California
credit is based on California wages plus federal business income for
the earned income part of the credit computation, it is based on fed-
eral AGI rather than California AGI for the AGI part of the credit
computation.

Federal Earned Income Credit--Form 1040, line 27. The credit for federal
Form 1040 is translated here from federal Schedule EIC for use on
line 3 of Form 3514, but is intended for reference only and is not
used in any computations on the California form.

Has the IRS previously disallowed the Earned Income Credit (EIC)? The
IRS may disallow earned income credit for up to 10 years after disal-
lowing a credit for reasons other than a math or clerical error.

Has the FTB previously disallowed the California EITC? The FTB has
similar retrictions when the answer is Yes.

Total nontaxable combat pay. Translated from our special screen for
nontaxable income following Part | of Schedule 1, this total includes
nontaxable combat pay from both you (and spouse if filing jointly),

CA-101



HowardSoft

Form 3514

whether or not you elected to include it in earned income on the fed-
eral return. It is used in computing line 23a of Form 3514.

INFORMATION ON PAID PREPARER. This section is used only to remind paid
preparers of the additional reporting requirements that apply to them.

Was this return prepared by a paid preparer? If Yes, the FTB requires
additional information to confirm that the preparer has or seeks out
the information necessary to make a valid claim for the credit. In this
case, you must supply this information on the FTB Form 3596 (Paid
Preparer's Due Diligence Checklist for California Earned Income Tax
Credit).

Itemize to access Form 3596. (Road Map line, supported by Form 3596)
You can access FTB Form 3596 by itemizing this line. However, we
recommend that you complete Form 3514 before completing Form
3596.

WITH QUALIFYING CHILD. If you have any qualifying children, your credit
will be considerably higher than it would without a qualifying child. For a re-
turn translated from the federal return, much (but not all) of the required infor-
mation on your qualifying children will already appear on the worksheets you
access below. However, you must provide additional information not found on
the federal return.

ITEMIZE qualifying children. (Supported by the Qualifying Child Work-
sheet, Figures CA-4a, 4b, and 4c.) For a translated return, the num-
ber that appears here is the number of children qualifying for the fed-
eral EIC. However, once you complete the worksheets with the addi-
tional required information, this number may change and will be the
number of children qualified for the California EITC. Because the
worksheets are translated from the federal Dependent Worksheets,
you may see worksheets for children who do not qualify you for the
credit in addition to those who do qualify you for the credit. Howev-
er, the extra worksheets are ignored in all calculations and are omit-
ted from official printouts, so they have no negative impact.

Number used for Schedule EIC (3 maximum). (auto-calc) You get credit
for no more than 3 children, so the FTB requires information on no
more than 3 qualifying children. The software therefore prints on the
official Schedule EIC only information on the first three Qualifying
Child Worksheets that have qualifying children and all other work-
sheets are ignored.

ELIGIBLE FOR CHILD CREDIT? (auto-calc) Answered Yes if eligibility is
confirmed on screen 1 by the answer to "ELIGIBLE SO FAR?" and
the preceding number used is 1, 2, or 3. If No, you may be eligible
for a childless credit, described later.

QUALIFYING CHILD YOUNGER THAN 6°? (auto-calc, supported by the
Qualifying Child Worksheet, Figures CA-4a, 4b, and 4c.) Answered
Yes if any qualifying children on the worksheets is younger than 6
years old. If Yes, there may be an additional credit in Part VII of this
form.
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Quualifying Child Worksheet, Figures CA-4a, 4b, and 4c. Using one worksheet
for each child, qualification for use in the EITC is determined separately on
each worksheet. For a translated return, many entries are already completed
for you based on the worksheets for federal Schedule EIC (which is tied to the
Dependent Worksheets for Form 1040). However, additional information not
available from the federal return must be supplied for the FTB on these work-
sheets, including California residency and exact dates. The necessity of all en-
tries on this form may not be clear if you aren't familiar with all the require-
ments for a qualifying child, but the law is complex and some entries relate
only to relatively rare exceptions. For example, while a child generally need
not qualify as your dependent in order to qualify you for the EITC, it may be
required for a married child. The FTB's Instructions for Form FTB 3574 are
rather terse, so not all subtleties of the requirements appear there. However,
many subtleties in IRS Pub. 596 (Earned Income Credit) apply to the California
credit as well. T/P: For a translated return, all Dependent Worksheets for Form
1040 are translated here, including both qualified and disqualified children.
However, the software ignores disqualified children in all calculations and
printouts, so you need not remove the worksheets for those children. The line
numbers on this worksheet refer to the line numbers in Part lll of the official
FTB Form 3514.

5 First Name.

QUALIFYING CHILD WORKSHEET

Enter the
child's first
name in 11
characters
or less.

6 Last Name. Date of bi (mm/dd/yyyy)
Enter  the Child’s age at end of 2022

S Younger than_you or spouse? Yes

child’s last # days NOT alive in 2022.
name in 17 Perm/tot. d1sab;ljed }2 ‘218(2)23 No
h Gross income under NoO
¢ aract:ers Student 5mos. or more 20227 No
er SR 9a stud.und24 at end of 2022.% No
This EUGIN 9b Disabled any part of 2022.
the preced- [RELEECIELRTINJIRTT] 5
ing fine [Press PageDown for more info]
kY e Figure CA-4a. Qualifying Child Worksheet,
unduly  re- Screen 1
strictive,

but the FTB requires that the lengths of these entries be no more
than the cited lengths for this absolute positioning form.

Year born. Enter year of birth as a 4-digit number, such as 1998. This
entry is translated from the federal return, but the FTB also requires
a_knowledge of the month and day born, which are not available
from the federal return.

Month born. Enter the month for the date of birth. CAUTION: If you
make no entry here, the child is assumed to be born in January .
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Day born. Enter the day for the date of birth. CAUTION: If you make
no entry here, the child is assumed to be born on the first day of the
month.

7 SSN. Enter the child's social security number in the standard xxx-xx-
xxxx format (or, if you enter 9 digits without spaces or dashes, the
software will reformat the entry for you). A valid SSN is required
here with only one exception: If you do not have an SSN for the
child because the child was born and died during the tax year, you
can enter DIED here in place of an SSN; you must also attach a copy
of the birth and death certificates or hospital records to the return.
TIP: The child will not qualify for the credit if the SSN you enter
here does not qualify the child to work. Accordingly, an ITIN or
ATIN cannot be used and the software will disqualify the child for
any SSN that starts with the number 9.

8 Date of birth (mm/dd/yyyy). (auto-calc) The date is automatically format-
ted into the standard date format based on your entries above for Year
born, Month born, and Day born.

Child's age at end of 2022. (auto-calc) Computed as the tax year less
"Year born," this result must generally be less than 19 (or less than
24 if a student) to qualify you for the EITC, unless disabled. If this
number is less than 6, you may qualify for an additional $1,083
credit for 2022 from the Young Child Tax Credit in Part VIl of Form
3514.

Younger than you or spouse? (semi auto-calc) The child must be
younger than the taxpayer (or spouse if filing jointly) to qualify. This
entry is fully automatic if you entered the date of birth for the tax-
payer (and taxpayer's spouse if filing jointly) on screen 2 of Form
540. If you did not enter date(s) of birth but did enter age(s) on
screen 4 of Form 540, the entry is automatic as long as the child is
more than one year older or younger than the taxpayer(s). Other-
wise, you must answer the question manually.

No. of days NOT alive in 2022. If a child was born or died during the
tax year, tests that involve length of time living with you are modi-
fied to relate only to the days the child was alive. Enter the number
of days from O to 365. T/P: The federal worksheet specifies only the
number of months not alive. As a result, for a translated return, the
software estimates the entry for this line by multiplying "Months
NOT alive in tax year" on by 30.417. Therefore, you may have to
change the translated entry to reflect the actual number of days.

Permanently and totally disabled in any part of 20227 If disabled, the
age test need not be met. Otherwise, the child must be under age
19 or a student under age 24.

Gross income under 4,400? To qualify for an exemption, the child
must generally have less than $4,400 of income for 2022, this con-
dition need not be met if the child is under age 19 or is a student un-
der age 24.
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Student 5 months or more in 2022? If the child is under age 24, the in-
come test need not be met if you can answer Yes here or the child
is disabled.

9a Student under 24 at the end of 2022? (auto-calc) Answered Yes if the
child is at least 19 but less than 24 years of age and the preceding
answer is Yes. Otherwise, No. T/P: If under 19, the child is automat-
ically qualified if all other conditions are met. On printouts, the Yes
and No checkboxes are both left blank in this case, in accordance
with FTB instructions.

9b Disabled any part of 2022? (auto-calc) Answered Yes if the child is
at least 19 and your answer to "Perm/tot. disabled in ?" is Yes. T/P:
If under 19, the child is automatically qualified if all other conditions
are met. On printouts, the Yes and No checkboxes are both left
blank in this case, in accordance with FTB instructions.

10 Relation to you. Enter relationship. Relationships that qualify a child for
the EITC are much narrower than those that qualify a child for an ex-
emption. For the EITC, the relationship must be the taxpayer's son,
daughter, stepchild, foster child, stepbrother, stepsister, half brother,
half sister, or a descendant of any of these.

EXEMPTION QUALIFICATION. (Figure CA-4b.) The second screen reflects addi-
tional conditions that must be met for the child to qualify as your dependent.
However, in most cases, the child may still qualify you for the EITC without
qualifying as your dependent.

U.S. citizen or resident alien? To be qualified for an exemption, the an-
swer for this or the next line must be Yes.

Resident of Canada or Mexico? A resident of Canada or Mexico quali-
fies for an

exemption EXEMPTION QUALIFICATION

as well. U. S. citizen or resid alien?
Resident of Canada or Mexico?
# days Tived in your home...

However, it

does not Do you meet the Support Test?
qualify the Gave exmp right to other par?
child for the Dep joint filer w/o excep’n.?
EITC You/spouse dependent of othrg

0 EXEMPTION FOR CHILD ALLOWED?:

I\ [N SECSl [Press PageDown for more info]
lived in your
home. If the Figure CA-4b. Qualifying Child Worksheet,
only ab- Screen 2

sences of

the child during the tax year were temporary, such as vacation or
school, enter 365 (for the entire year). Otherwise, enter the actual
number of days the child lived in your home, irrespective of the loca-
tion of the home. (If you made an entry for “# days NOT alive in
2022,” your entry can be no more than the remaining months alive
in the tax year.) TIP: The federal worksheet specifies only the num-
ber of months lived in your home. As a result, for a translated re-
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turn, the software estimates the entry for this line by multiplying "#
months lived in your home" by 30.417. Therefore, you may have to
change the translated entry to reflect the actual number of days.

Do you meet the Support Test? For an exemption, you must generally
have provided more than half the support of the child.

Gave exemption right to other parent? If you don’t claim the child as your
dependent only because you gave the right to the other parent, you
may still qualify for the Earned Income Credit even for a married child.

Dependent a joint filer without exception? If married filing jointly, the child
generally cannot qualify as your dependent. Exception: If the child filed
Jointly only for the purposes of getting a refund, answer No here.

You or spouse dependent of another? (auto-calc) Automatically deter-
mined from your answers at the top of screen 4 of Form 540. If
Yes, you cannot claim an exemption for this child. However, the
child may still qualify you for the EITC.

EXEMPTION FOR CHILD ALLOWED. (auto-calc) Automatically Yes as long
as the child qualifies as your dependent based on the above entries.
TIP: You may still qualify for the EITC even when this answer is No.

EITC QUALIFICATION. (Figure CA-4c.) The remaining entries for the worksheet
are contained on the third screen of the worksheet and relate only to the
EITC.

Meets relationship test. (auto-calc) Answered Yes only if the relation-

ship to you
IS SIUPNF TTC QUALIFICATION
daughter, Meets relationship test
grandchild Dependent married

o Unmarried or qlfd married...# Yes
stepchild, #days in your home NOT in US
brother, sis- 11#days 'in/your_home NOTZE-)BZCA
ter, step- _Days w/you 1n CA 1in 20
brother a Lived w/you ovr 1/2 yr in

Ao Meets age or disabled test..
stepsister, EITC—$1 d to anothr taxpayer?
half brother, Any of them w/higher mod AGI?
half  sister Don’t know AGI but claiming?

. ! Relationship to other person

neice, Meets SSN test
nephew, EARNED INCOME TAX CREDIT QLFD?

oI 12 child's physical address

a. Address (no./street/apt.):
or a descen- (address cont'd):
dant of one W
of them. C.
Dependent E
mar::ied? If Figure CA-4c. Qualifying Child Worksheet,
married, the Screen 3
child quali-

fies you for the EITC only if (a) qualified to be your dependent, or (b)
not qualified to be your dependent only because you gave the right
to another parent.
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Unmarried or qualified married. (auto-calc) Answered Yes only if (a)
the child is unmarried, or (b) the child is married but you answered
No to “Dependent a joint filer (or exception)?” and the child is your
dependent (or not your dependent only because you gave the right
to another parent).

No. of days lived in your home NOT in the U.S. Enter the number days
when the child lived with you outside of the United States in 2022.
Your entry can be no more than your entry for "# days lived in your
home" on the preceding screen. T/P: The federal worksheet specifies
only the number of months lived in your home outside the U.S.. As
a result, for a translated return, the software estimates the entry for
this line by multiplying "# months in your home NOT in U.S." by
30.417. Therefore, you may have to change the translated entry to
reflect the actual number of days.

No. of days lived in your home NOT in California. Enter the number
days when the child lived with you outside of California. Your entry
can be no more than your entry for "# days lived in your home" on
the preceding screen and no /less than your entry for "# days in your
home NOT in the U.S." Only days in which the child lived with you
in_your_ California_home count in determining qualification for the
EITC.

11 Days lived with you in California in 2022. (auto-calc) Generally com-
puted as "# days lived in your home" less "# days in your home
NOT in CA." However, if the child was born or died during the tax
year, a special calculation applied. The FTB instructs you to enter
"365" rather than the actual number of days for these cases if the
result of the usual calculation is more than half of the time the child
was alive during the year.

Lived with you over half of the year in California. (auto-calc) An-
swered Yes only if the preceding number is 183 or more for .

Meets age or disabled test. (auto-calc) Answered Yes only if (a) Per-
manently and totally disabled in tax year” is Yes, or (b) “Younger
than you or spouse” is Yes and “Child’s age at end of tax year” is ei-
ther under 19, or, if older, is under 24 and “Student at least 5
months of year” is Yes.

EITC-qualified to another taxpayer(s)? Answer Yes if the child can
qualify someone else for the California EITC (other than
spouse/RDP, if filing jointly). If so, tiebreaker rules apply in determin-
ing which person can claim the credit.

Any of them with higher federal AGI? If the preceding answer is Yes
and you know that at least one of the other claiming taxpayers has a
higher federal AGI, you must generally answer Yes here and cannot
claim the credit based on this child. Exception: If none of the other
taxpayers is a parent, but you are, answer No here irrespective of
your AGI. You are the person who can claim the credit under the
tiebreaker rules.
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Don't know AGI but claiming? If you don’t know the AGI of the other
qualifying person, you can still tentatively claim the credit by answering
Yes here. However, the credit may later be disallowed by the IRS. Ex-
ception: If none of the other taxpayers is a parent, but you are, an-
swer No for this and the preceding question, irrespective of your
knowledge of the other person's AGlI.

Relationship to other person. Enter the relationship of the child to the
other qualifying person only if you entered Yes to “EIC-qualified to
another taxpayer?” The relationship must be one of the relationships
listed as qualifying for “Meets relationship test?” at the beginning of
this section of the worksheet.

Meets SSN test. (auto-calc) Answered Yes only if the child’s SSN is
shown on line 7 of this worksheet in the standard xxx-xx-xxxx for-
mat and the first character of the entry is a number less than 9
(which indicates that this SSN does not qualify the child to work).
Exception: If the child was born and died in the tax year, DIED is al-
lowed as the entry for SSN and this question is answered Yes.

EARNED INCOME TAX CREDIT QUALIFIED. (auto-calc) Answered Yes
only if the child qualifies based on all information on this worksheet.

12 Child's physical address. Enter the address of your main home in
California where the child lived with you in 2022. If moved within
California during the year, enter the address where the child lived
with you the longest. CAUTION: This mandatory entry is unique to
the California return and is not available from the translated federal
return.

a. Address (number, street, and apt. no./ste. no.): Enter the street ad-
dress in 35 characters or less, excluding any punctuation or sym-
bols, except for “/” or “.”

b. City. Enter the city in 17 characters or less, using abbreviations
when necessary. (The entry is limited to 17 characters because of
the FTB specifications for this absolute positioning form.)

c. State. Enter the standard 2-character acronym for the state.

d. ZIP code. Enter the ZIP code in the standard 5-character (xxxxx) or
10-character (xxxxx-xxxx) format.

WITHOUT QUALIFYING CHILD. If you have no qualifying children, you may
still qualify for the credit if you satisfy additional conditions.
YOUR main home in California 183 or more days of 2022? Answer
Yes if your main home for 183 days or more was in California. "183
days or more" corresponds to "more than 1/2 year" for 2022.
SPOUSE main home in California 183 or more days of 2022? Answer
Yes if spouse's main home for 183 days or more was in California.
Main home in California more than half of 2022? (auto-calc) Automati-
cally Yes if either of the preceding two is Yes (except that the an-
swer for spouse is ignored if not married filing jointly).
YOUR age on Form 540. (auto-calc) Taken from your entry on screen
4 of our Form 540.
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SPOUSE age on Form 540. (auto-calc) Taken from your entry on
screen 4 of our Form 540.

One age at least 18 years old? (auto-calc) Answered Yes if you (or
spouse if married filing jointly) are 18 years old or more at the end of
2022. (Unlike the federal credit, California does not require you or
spouse to be at least age 25 and under age 65 to claim the childless
credit.)

Can you be the qualifying child of another? Answer Yes if you could be
a qualifying child of someone else for the EITC, whether or not that
person claims you. This question applies only if not married filing
Jointly, so your entry is forced to No if married filing jointly, in accor-
dance with FTB instructions.

Can you be dependent on another return? Answer Yes if you could be
claimed as a dependent on someone else's tax return, whether or
not that person claims you. This question applies only if not married
filing jointly, so your entry is forced to No if married filing jointly, in
accordance with FTB instructions.

ELIGIBLE FOR CHILDLESS CREDIT? (auto-calc) Answered Yes only if
"ELIGIBLE FOR CHILD CREDIT?" is No and the answers to the pre-
ceding four questions are Yes, Yes, No, and No, respectively.

CALIFORNIA INVESTMENT INCOME. The FTB provides a lengthy worksheet
for determining investment income for Form 3514, but contrary to prior years,
it now uses federal amounts instead of California amounts. Accordingly, it re-
sults in the same investment income as we compute for federal Schedule EIC.
except for adjustments on California Schedule CA.

Federal EIC investment income. (auto-calc) Taken from your entry on
screen 1, this amount is now used for California as well.

Adjustment for FTB 3514 line 4. Although we provide this entry for an
adjustment to the above amount, you should not have to use it for
any circumstance we can conceive, since California now uses feder-
al investment income for Form 3514 rather than California invest-
ment income.

California EITC investment income. (auto-calc) Computed as federal
"Federal EIC investment income" plus the preceding adjustment, this
is the amount to be compared with the allowed maximum for 2022
of $4,389, and is used for line 4 of Form 3514.

ELIGIBLE BASED ON INVESTMENT INCOME? (auto-calc) Answered Yes
only if "California EITC investment income" is $4,389 or less for
2022 and either "ELIGIBLE FOR CHILD CREDIT?" or "ELIGIBLE FOR
CHILDLESS CREDIT?" is Yes. If No, do not complete the rest of this
form because you are not qualified for any credit.

CALIFORNIA EARNED INCOME. In prior years, earned income for the purpos-
es of this form was limited to wages. But now the FTB includes business in-
come or loss in earned income for this form, so additional information may
need to be entered here.

CA-109



HowardSoft

Form 3514

Wages, salaries, tips, and other compensation from Form 540, line 12.
(auto-calc) Taken from Form 540, line 12, this is generally the sum
of California state wages from box 16 of all Forms W-2 for this re-
turn.

Medicaid waiver and IHSS payments NOT in Form 540, line 12. Some
employees include Medicare waiver payments and IHSS (California's
In Home Supportive Services) payments in box 16 of Form(s) W-2.
But for those who don't, enter the amount here. (These Medicaid
waiver payments may be entered on line 1d of Form 1040.) This
amount plus the above wages are used for line 13 of Form 3514.

Medicaid waiver and IHSS payments to exclude (if nontaxable on
federal return). You can elect to exclude from California earned in-
come any amount of these payments that are entered on the preced-
ing line or included in Form 540, line 12, in order to maximize your
EITC. Enter the total you elect to exclude here, but only to the ex-
tent that they are nontaxable for federal purposes. (Excludable Med-
icaid waiver payments may be entered on line 8s of federal Schedule
1, which reduces total income at line 9 of Schedule 1.) This amount
is used for line 14 of Form 3514.

Prison inmate wages in Form 540, line 12. Enter wages included in
Form 540, line 12, stemming from work as an inmate in a penal in-
stitution. This amount does not count as earned income for the EITC
and is included in line 15 of Form 3514.

Nonqualified deferred compensation plan income in Form 540, line
12. Enter wages included in Form 540, line 12, stemming from a
nonqualified deferred compensation plan or a nongovernmental Sec-
tion 457 plan. This amount does not count as earned income for the
EITC and is included in line 15 of Form 3514.

Net wages. (auto-calc) Computed as "Wages, salaries, tips, and other
compensation” less the preceding three entries, this result also ap-
pears on line 16 of Form 3514.

Elected nontaxable combat pay. You can elect to include your (and/or
spouse's) nontaxable military combat pay in earned income, which
may be beneficial if your other income is minimal. You can check the
result on line 20 of this form with and without an entry here in de-
ciding whether to make the election. 7/P: Even though an amount
may appear here by translation from the federal Schedule EIC, you
do not have to make the same election on your California return as
you do for your federal return.

Business income on federal Schedule 1, line 3. (auto-calc) Taken from
Schedule CA, Part |, Section B, line 3 (column A), this is the net in-
come or loss from federal Schedule C (nonfarm self-employment in-
come).

Business income on federal Schedule 1, line 6. (auto-calc) Taken from
Schedule CA, Part I, Section B, line 6 (column A), this is the net in-
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come or loss from federal Schedule F (farm self-employment
income).

Self-employment income from partnerships. Enter income from part-
nerships that is taxed as self-employment income on the federal re-
turn. This amount is not explicitly identified on IRS forms, but can
be seen in the software on Partnership/S Corp. Worksheets for
Schedule E and special lines on the on-screen Schedule SE.

Deduction on federal Schedule 1, line 15. (auto-calc) Taken from
Schedule CA, Part I, Section C, line 15 (column A), this is the de-
duction from income of half of federal self-employment tax.

Net business income or loss. (auto-calc) Computed as the sum of the
amounts from federal Schedule 1, lines 3 and 6, and partnership
self-employment, less the deduction from Schedule 1, line 14, this
result is used for line 18 of Form 3514 in accordance with Work-
sheet 3 in the FTB 2022 Instructions for Form FTB 351714. (The FTB
uses federal business income, not California business income, for
the purposes of this form.)

California Earned Income. (auto-calc) Computed as the sum of "Net
wages," "Nontaxable combat pay," and "Net business income or
loss," this result also appears on line 19 of Form 3514.

ELIGIBLE BASED ON EARNED INCOME? (auto-calc) Answered Yes for
only if "California Earned Income" is at least $1 and less than
$30,001, and either "ELIGIBLE FOR CHILD CREDIT?" or "ELIGIBLE
FOR CHILDLESS CREDIT?" is Yes. If No, do not complete the rest of
this form because you are not qualified for any credit.

FEDERAL ADJUSTED GROSS INCOME. California uses federal AGI, not Cali-
fornia AGI, when figuring the California EITC.
Federal AGI on Form 1040, line 11. (auto-calc) Taken from screen 1 of
this form, this amount also appears on line 2 of Form 3514.
ELIGIBLE BASED ON FEDERAL AGI? (auto-calc) Answered Yes only if
"Federal AGI on Form 1040, line 11, is less than $30,001 for , and
either "ELIGIBLE FOR CHILD CREDIT?" or "ELIGIBLE FOR CHILD-
LESS CREDIT?" is Yes. If No, do not complete the rest of this form
because you are not qualified for any credit.

FINAL ELIGIBILITY. California uses federal AGI, not California AGI, when fig-
uring the California EITC.

ELIGIBLE BASED ON ALL INFORMATION? (auto-calc) Answered Yes
only if the answer is Yes to all three of the last three eligibility ques-
tions (for investment income, earned income, and adjusted gross in-
come) and either eligible for the child credit or eligible for the child-
less credit. If No, no credit will be computed at line 20 of this form.
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FTB FORM 3514. Most of Parts | through VI of the official FTB form is com-
pleted for you based on all preceding entries and the Child EITC Worksheets.
However, if the return has any business income or loss, you must provide ad-
ditional information about your business at line 18 in Part IV of the form. In
addition, if a paid preparer, you must also complete FTB Form 3596, which is
accessible from the bottom of the first sixth screens of Form 3514. Parts VII
through X relate to the additional Young Child and Foster Youth Tax Credits,
for which you may qualify if you has an Earned Income Tax Credit in Part V.

PART I, QUALIFYING INFORMATION. The FTB requires minimal information
about your federal EIC. All entries in this part of the form come from screen 1
of this form (INFO FROM FEDERAL RETURN).
la Has IRS previously disallowed your federal EIC? (auto-calc) Taken
from your answer on screen 1 of this form, your answer has no ef-
fect on the claimed credit.
1b Has FTB previously disallowed your California EITC? (auto-calc)
Taken from your answer on screen 1 of this form, your answer has
no effect on the claimed credit.
2 Federal AGI. (auto-calc) Taken from the amount on screen 1 of this
form, which came from line 23, column A, of California Schedule
CA, Part |, Section C. This amount is used for line 3 of the California
Earned Income Tax Credit Worksheet, detailed later.
8 Federal EIC. (auto-calc) Taken from your entry on screen 1 of this
form. This information is required by the FTB but has no effect on
the claimed California credit.

PART II, INVESTMENT INCOME INFORMATION.
4 Investment income. (auto-calc) Taken from the result for "California
EITC investment income" as previously described.
If the amount on line 4 exceeds $4,389, you have no EITC for 2022.

PART III, QUALIFYING CHILD INFORMATION. This part consists entirely of
information found on the Child E/ITC Worksheets detailed previously. This in-
formation is not repeated on-screen, but appears on the official printouts in
the format defined by the FTB for lines 5 through 12 of FTB Form 3514 for up
to 3 qualifying children. (Additional children beyond three have no effect on
the credit, so their information is not printed with the return and is not wanted
by the FTB.)

PART IV, CALIFORNIA EARNED INCOME. This part is completed for you
based on the information you supplied on screen 3 of this form in the section
titted CALIFORNIA EARNED INCOME.

13 Wages, salaries, tips, and other compensation, subject to California
withholding. (auto-calc) Computed as "Wages, salaries, tips, and
other compensation from Form 540, line 12" plus “Medicaid waiver
and IHSS payments NOT in Form 540, line 12.”

14 THSS payments. (auto-calc) Taken from your entry on screen 3 for
“Medicaid waiver and IHSS payments to exclude (if nontaxable on
federal return).”
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15 Prison inmate wages and/or pension or annuity from a nonqualified
deferred compensation plan or a nongovernmental IRC Section 457
plan. (auto-calc) Computed from your entries on screen 3 of this
form as “Prison inmate wages in Form 540, line 12" plus “Nonquali-
fied deferred compensation plan income in Form 540, line 12.”

16 Line 13 less lines 14 and 15. (auto-calc) Computed as indicated, this
is the net wages included as earned income for Form 3514.

17 Nontaxable combat pay. (auto-calc) Taken from your entry on screen
3 for “Elected nontaxable combat pay.”

18 Business income or loss. (auto-calc) Taken from the result on screen
3 of this form for “Net business income or loss”. CAUTION: If there
is an amount on this line, you must supply the information on lines a
through e, below. If more than one business contributed to the
amount on line 18, complete these lines for the business with the
largest net profit.

a Business name. Enter the name of the business in 35 characters or
less.

b U.S. street address. You must enter either a U.S. address or a for-
eign address. If a U.S. address, enter the street address here (in 35
characters or less) and the city, state and ZIP code in the next three
lines.

City. Enter the city in 17 characters or less.

State. Enter the standard 2-letter code for the state, as listed in Table
2-5 of the Tax Forms Guide 2023 Edition.

ZIP code. Enter the 5-digit (nnnnn) or 9-digit (nnnnn-nnnn) ZIP code.

OR Foreign address. Make entries in this line and the following four
lines only if you do not enter a U.S. address above.

City. Enter the city in 22 characters or less.

Province or State. Enter the province or state in 15 characters or less.

Country code. Enter the standard 2-letter code for the country as list-
ed in Table 2-6 of the Tax Forms Guide 2023 Edition..

Foreign postal code. Enter the standard postal code for the country in
15 characters or less.

c Business license number. Enter the number from a government
agency that permits you to conduct a business at the above address
(in 18 characters or less). If none, leave blank.

d SEIN. Enter the California state employer identification number is-
sued by the California Employment Development Department (in 8
characters or less). If none, leave blank.

e Business code. Enter the 6-digit business code you entered on
Schedule C or Schedule F as shown on line B of either form.

19 CALIFORNIA EARNED INCOME. (auto-calc) Computed as the sum of
lines 16, 17, and 18.

The result on line 19 is used for line 1 of the California Earned Income Tax
Credit Worksheet, where the earned income tax credit is computed for Part V
of this form.
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PART V, CALIFORNIA EARNED INCOME TAX CREDIT. This part is completed
for you based on the information you previously supplied. The official form
consists of only one line in this part, but the computation for this line involves
the FTB's California Earned Income Tax Credit Worksheet and their 8-page
Earned Income Tax Credit Table. These computations are fully automatic
based on prior entries, and are summarized for you on-screen.

California Earned Income Tax Credit Worksheet. This worksheet, shown on
page 5 of the FTB's /nstructions for Form 3514, is completed for you based
on prior entries and the FTB's Earned Income Tax Credit Table (on pages 6
through 13 of the instructions).

W1 California earned income. (auto-calc) Taken from line 19 in Part IV,
this is total wages on Forms W-2 as adjusted plus elected nontax-
able combat pay plus net business income.

W2 Amount for line W1 in the EITC table. (auto-calc) The amount on line
W1 is found in the FTB table, then a credit is taken from the column
that corresponds to the number of qualifying children that you are
claiming.

W3 Amount from federal Form 1040, line 11. (auto-calc) Taken from line
2 of Form 3514, which stems from line 27, column A, of Schedule
CA, Part |, Section C.

W4 Are amounts on lines W1 and W3 the same? (auto-calc) Answered
as the label implies. If Yes, the computation is complete and the
amount on line W2 is used for line W6 of this worksheet and line 20
of Form 3514. If No, you must proceed to line W5.

W5 Is line W3 less than defined threshold? (auto-calc) For 2022, if you
have no qualifying children, answered Yes only if line W3 is less
than $4,248. If 1 qualifying child, answered Yes only if line W3 is
less than $6,379. If 2 or more qualifying children, answered Yes on-
ly if line W3 is less than $8,954. These income thresholds corre-
spond to the income levels for 2022 at which the greatest credit re-
sults for the number of children claimed.

Amount for line W3 in the EITC table. (auto-calc) If the answer to the
preceding question is Yes, this calculation is skipped and the amount
on line W2 is used for line W6. Otherwise, the amount on line W3 is
found in the FTB table and shown here.

W6 California earned income credit. (auto-calc) If the answer for line
W4 or line W5 is Yes, taken from line W2 of this worksheet. Other-
wise, computed as the lesser of line W2 or line W5.

PART V, CALIFORNIA EARNED INCOME TAX CREDIT. The credit computed
on the California EITC Worksheet is repeated here.
20 Cadlifornia EITC. (auto-calc) Taken from line W6 of the California
Earned Income Tax Credit Worksheet, above, this amount is posted
to line 75 of Form 540 as a refundable credit.

PART VI, NONRESIDENT OR PART-YEAR RESIDENT CALIFORNIA EARNED IN-
COME TAX CREDIT. This part applies only to Form 540NR tax returns, not
Form 540 returns, so both lines in this part are zero.
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If Paid Preparer, ITEMIZE HERE to complete FTB Form 3596. (Road Map line,
supported by Form 3596) A paid preparer must complete FTB Form 3596
(Paid Preparer's Due Diligence Checklist for California Earned Income Tax
Credit) to confirm that he or she has or seeks out the information necessary to
make a valid claim for the credit. Although most of the form is completed for
you if translated from federal Form 8867, additional information about the
paid preparer must be supplied. You can itemize here to access the form.

PART VII, YOUNG CHILD TAX CREDIT. This part provides a refundable credit
as much as $1,083 for 2022 for a taxpayer with at least one child under six
years of age. The taxpayer must qualify for the EITC to claim this credit and is
phased out starting at earned income of $25,000 (and fully phased out at
$30,000). This part is fully automatic based on prior screens.

23 CALIFORNIA EARNED INCOME. (auto-calc) Taken from line 19 if
EITC on line 20 is greater than zero and the answer to "QUALIFYING
CHILD YOUNGER THAN 6?" is Yes. Otherwise, zero.

a Total wages, salaries, tips, and other employee compensation. (au-
to-calc) Computed as the sum of wages on line 13, nontaxable com-
bat pay on line 17, and the excess of total nontaxable combat pay
shown on screen 1 over the amount elected to be included in Cali-
fornia earned income on line 17. Business income or loss is not in-
cluded in this line, so the amount that appears here can be greater
than the above California earned income if the business operates at
a loss. If this amount exceeds $32,490 for 2022, you do not qualify
for the Young Child Tax Credit, so the rest of this part of the form is
zero.

b Does total federal net loss exceed $32,490? In answering this ques-
tion, consider by all losses on the federal return before any limita-
tion. Answer Yes only if the total of all these losses exceeds total in-
come by more than $32,490 for 2022. This situation can arise if
you have very large investment losses that more than offset your
California earned income. If Yes, you do not qualify for the Young
Child Tax Credit, so the rest of this part of the form is not used.

24 AVAILABLE YOUNG CHILD TAX CREDIT. (auto-calc) Always $1,083,
this is the maximum total credit available for tax year 2022.

25 Excess earned income over threshold. (auto-calc) Computed as line
23 less $25,000, but no less than zero.

26 Divide line 25 by 100. (auto-calc) Computed as indicated.

27 REDUCTION AMOUNT. (auto-calc) Computed as line 26 times 21.66
for 2022.

28 YOUNG CHILD TAX CREDIT. (auto-calc) Computed as line 24 less
line 27 (but no less than zero) rounded to the nearest dollar if more
than $1 and equal to $1 if $1 or less but greater than zero.

The result on line 28 is posted to line 76 of Form 540.

PART VII[, NONRESIDENT OR PART-YEAR RESIDENT YOUNG CHILD TAX
CREDIT. This part applies only to Form 540NR tax returns, not Form 540 re-
turns, so both lines in this part are zero.
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PART IX, FOSTER YOUTH TAX CREDIT. This part provides a refundable credit
as much as $1,083 for 2022 for each taxpayer who (a) is at least 18 years
old and younger than 26 years old, (b) was in foster care while 13 years old
or more, and (c) was placed through the California foster care system. The
taxpayer must qualify for the EITC to claim this credit, which is phased out
starting at earned income of $25,000 (and fully phased out at $30,000).

31 Who is claiming the FYTC? You and spouse, if married filing jointly,
can each claim the credit, so the total credit is doubled if you both
qualify.

a Primary taxpayer? Answer Yes only if you were in foster care while
13 years old or older and you were placed through the California
foster care system. The software prevents you from answering Yes
if your age at year-end shown on screen 4 of Form 540 is less than
18 or is 26 or more, or you have no EITC on line 20.

b Spouse/RDP? If married filing jointly, answer Yes only if
spouse/RDP was in foster care while 13 years old or older and was
placed through the California foster care system. The software pre-
vents you from answering Yes if spouse's age at year-end shown on
screen 4 of Form 540 is less than 18 or is 26 or more, or you have
no EITC on line 20, or your filing status us not married filing jointly.

32 Qualifying foster youth information. (auto-calc lines) If the answer
for line 31a or 31b is Yes, the first and last name of each person for
whom you answered Yes appears here based on your entries on
screen 1 of Form 540.

33 Certification and authorization. Each person for whom the credit is
claimed must either (a) consent to allowing the appropriate state
agency to disclose information to the FTB that it needs to determine
eligiblity, or (b) attach to the return a letter from the county or state
agency that confirms the status of that person as a foster youth at
or after age 13 and provides other proof of status.

a Primary taxpayer? Answer Yes if giving the consent described in (a)
above. If No, you must provide the proof described in (b) above.

b Spouse/RDP? If married filing jointly, answer Yes if giving the con-
sent described in (a) above. If No, you must provide the proof de-
scribed in (b) above

34 CALIFORNIA EARNED INCOME. (auto-calc) Taken from line 19 if
EITC on line 20 is greater than zero and your answer to line 31a or
31b is Yes. Otherwise, zero.

35 AVAILABLE YOUNG CHILD TAX CREDIT. (auto-calc) Computed for
2022 as $1,083 if only 31a or only 31b is answered Yes, or $2,166
if both lines 31a and 31b are answered Yes. Otherwise, zero.

36 Excess earned income over threshold. (auto-calc) Computed as line
34 less $25,000, but no less than zero.

37 Divide line 36 by 100. (auto-calc) Computed as indicated.

38 REDUCTION AMOUNT. (auto-calc) Computed as line 37 times
$21.66 for 2022 if either line 31a or line 31b is answered Yes, but
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line 37 times $43.32 if both lines 31a and 31b are answered Yes.
Otherwise, zero..

39 FOSTER YOUTH TAX CREDIT. (auto-calc) Computed as line 35 less
line 38 (but no less than zero) rounded to the nearest dollar if more
than $1 and equal to $1 if $1 or less but greater than zero.

The result on line 39 is posted to line 77 of Form 540.

PART X, NONRESIDENT OR PART-YEAR RESIDENT YOUNG CHILD TAX
CREDIT. This part applies only to Form 540NR tax returns, not Form 540 re-
turns, so both lines in this part are zero.

Extra line for personal memos. The supporting statement you create for this
line will not be printed as a part of the official return. This line is provided only
to allow you to make private notes or reminders.
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Form 3519 / Automatic Extension

An extension of time to file is automatic. California’s FTB no longer requires
you to apply for an extension of time to file. Instead, a 6-month extension
from the regular April 18, 2023 filing deadline is automatic as long as you file
by October 16, 2023. However, an extension of time to file does NOT give
you an extension of time to pay! You still must pay any remaining tax due by
the deadline and enclose the Form 3519 voucher with your payment, in order
to avoid penalties and interest.

NEWS: California extends the regular deadline from April 18, 2023 to Octo-
ber 16, 2023 for taxpayers in declared disaster areas, which includes much
of California! In response to the severe winter storms that led to massive
floods, mudslides, and damage to homes in much of California, the FTB, in
conformance with actions by the IRS, has extended the deadline for many
areas of California, including Los Angeles, Orange, and San Diego counties.
And you don't have to apply for this extension. If you resided in one of the
declared ares, you will be assessed no penalty nor interest for filing later
than April 18, 2023 as long as you file and pay by October 16, 2023. In
spite of this change, the FTB has not issued a revised Form 3519, but the
extension applies for declared areas in spite of what the FTB Form 3519
and its FTB instructions state.

California Form 3519 is similar to federal Form 4868 in the software. Even
though the filing requirements are different for the California form, the opera-
tion of the software is similar to that for Form 4868. It is used to estimate
the tax liability when the return is not yet complete and could be far from the
final version. As a result, we do not complete this form automatically but
give you guidance instead. It is up to you to make the final determination of
estimates to report to the FTB. (See our details on Form 4868 in Chapter 2 of
the regular Tax Forms Guide 2023 Edition for details.)

TAX PAYMENT WORKSHEET. The first section of the form is the estimate of
remaining tax liability. Like the federal form, the amounts that exist on the re-
turn in its current state appear above the data entry lines for Form 3519 as
guidance. But since these amounts could be far from what you expect the fi-
nal return to reflect, you are free to enter any amounts on the data entry lines
below them.

WHEN TO FILE FORM 3519. You must normally file this form with the tax due
by April 18, 2023, but for 2023 the due date is October 16, 2023 for residents
of specified declared disaster areas. And, because of this extension, live in a
specified are and are living or traveling outside the U.S. on April 18, 2023, your
deadline is no longer June 15, 2023 to file and pay all tax due but rather Octo-
ber 16, 2023 like everyone else who lived in the area during the disaster. (Note
that the extension is a 6-month extension from your regular due date that exist-
ed before any disaster relief. Therefore, those who qualify for a regular filing
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date of June 15 have until December 15 to file their return, but penalties will
apply after October 16, 2023 if you do not pay by then.)

Print Form 3519 voucher to enclose with payment. (Standard and Premium
Levels only) The FTB requests that you enclose the scannable voucher that is
built into our software when you send payment for a return you will file later.
Because Form 3519 is not a part of the return, you must print it separately
from the return as a stand-alone form. You must send the voucher along with
your payment only to the FTB address shown on the page on which the

voucher is printed.
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Form 3523* / Research Credit

* Included in Premium Level software ONLY. This form is only built into the
Premium Level version of the California Supplement.

Purpose. This form, which is analogous to federal Form 6765, provides a
credit for increasing the technological research performed by your company.
Form 3523 /s accessible through the Road Map from Schedule P, page 2, at
the line for credit 183 in Section B2 of Part Ill.

California Form 3523 vs. federal Form 6765. There was a time when California
law so closely conformed with federal law that California’s FTB Form 3523
was nearly the same, line-by-line, as federal Form 6765. However, California
never conformed with federal changes made by the 2005 Energy Tax Act, the
Tax Relief and Health Care Act of 2006, nor the Economic Stimulus Act of
2008, so the federal form now differs appreciably from the California form.
The most significant changes to the federal form were the introduction of a
more liberal credit for energy research consortium, the addition of an Alterna-
tive Simplified Credit, and eventually the phaseout of the Alternative Incre-
mental Credit. But the California form remains similar to the pre-2005 federal
form. Only Section A of Part | of the current forms (the section for the Regular
Credit) is still similar. The California form gives you a choice between a Regu-
lar Credit and an Alternative Incremental Credit, whereas the federal form
gives you a choice between a Regular Credit and an Alternative Simplified
Credit, which is nothing like the Alternative Incremental Credit. In spite of
these differences, except for the omission of entries not applicable to Califor-
nia, data entry for California Form 3523 closely parallels that for federal Form
6765 because the data entry in Tax Preparer is not tied to the official form.
Instead, Tax Preparer automatically completes the official form based on your
choices in the data entry, including the choice of regular credit vs. incremental
credit and the choice of full credit vs. reduced credit. Nevertheless, we pro-
vide separate instructions here for the California form because of the major
differences in format and computation of the automatically completed forms.

ENTRIES AND ELECTIONS. The entries you provide here (on the first screen
of Form 3523) are used to complete the computation of the Regular Credit
(Section A, lines 1 through 17b) or the Alternative Incremental Credit (Section
B, lines 18 through 39b), depending on your election of which method to use.
The remainder of the form (lines 40 through 49) is then completed based on

the results of lines 1 through 39b and your entries on the last screen of the
form (concerning pass-through credits, passive activities, and carryovers).
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California Secretary of State file number. Enter the SOS file number here, if
applicable. The number should consist of 12 digits starting with 19 or 20. (A
file number is issued to you when you first register your company with the
Secretary of State, which is mandatory for corporations.)

Quualified research expenses. Most of the following entries apply to both al-
ternative credit computations. These entries are translated from the federal
Form 6765, so you rarely need to change them for a properly translated re-
turn.

Wages for qualified services. Enter only wages related to qualified in-
house research.

Cost of supplies. Enter only the cost of supplies related to qualified in-
house research.

Rental or lease costs of computers. Enter only the amount paid or in-
curred for the rental or lease of computers used in qualified re-
search. CAUTION: Qualifications for this entry are very narrow. The
computer you rent or lease must not be located on your premises
and cannot be operated by you or primarily used by you.

Contract research expenses. Enter the full amount paid or incurred for
qualified outside research. This amount is generally reduced to 65%
of your entry when used in Section A or B of Form 3523 (75% for
the part you enter on the next line).

Part to a qualified research consortium. Enter the part of “Contract
research expenses” that was used for a qualified research consor-
tium. The amount you enter here is subject to a reduction to 75%
(instead of 65%) of your entry when used in Section A or B. See
FTB instructions for Form 3523, line 8, for details.

Fixed-based percentage. (Required only for Section A) If you will com-
pute the credit by the regular method (Section A), you must make
an_entry here that reflects the history of the company and its past
research expenses. See the FTB Instructions for Form 3523, line 10,
for details. Your entry here is rounded to the nearest .01% and can-
not exceed 16%.

Average annual gross receipts. For the business to which the research
relates, enter the average annual gross receipts (reduced by returns
and allowances) for the 4 tax years that precede the tax year of the
return. This will generally be the average of line 3 of the federal
Schedule C for the last four years for this business. See the FTB In-
structions for Form 3523, line 11, for details.

IRC Section 280C election. This election is described in Section 280C(c)(3) of
the Internal Revenue Code. This answer is translated from the federal return,
but it could be to your advantage to change it for the California return, as ex-
plained in the TIP that follows this question.

Elect the reduced credit? When you claim the full credit you are re-
quired to reduce any deductions for research expenses on your re-
turn (such as Schedule C) by the amount of this credit. However, if
you elect the reduced credit (which is 87.7% of the full credit for
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Form 540 returns), you are not required to reduce your deductions
at all. CAUTION: If you do NOT elect the reduced credit, you must

provide to the FTB, in a supporting statement for the line “Schedule
of reduced deductions” on the last screen of our Form 3523, a

schedule of the reduced deductions you implemented because of
this rule.
TIP: Although your answer is translated from the federal Form 6765, you may
want to change a No answer from the federal return to a Yes answer for the
California return because the required reduction is only 12.3% of the total
credit for California, in contrast with a reduction of 35% of the total federal
credit.

Section B election. This election is unigue to California. It does not appear on
the federal form. As a result, these answers are not translated from the feder-
al return.

Elect Alternative Incremental Credit? If you want to elect the alterna-
tive incremental method, answer Yes here. Before deciding whether
to answer Yes or No, you may want to see the results for each
choice by looking at the result on line 46 of this form for each
choice. CAUTION: This answer is NOT translated from the federal
Form 6765, since this alternative method has been dropped from
the federal form.

Did you elect section B previously (answer No if revoking it now)? Con-
trary to recent federal law, the election to use the Alternative Incre-
mental Credit is generally a lifetime election. You must receive FTB
consent to revoke your election. Therefore, if you elected it previ-
ously and have not received consent from the FTB to change it, you
must answer Yes here. CAUTION: This answer is NOT translated
from the federal Form 6765, since this alternative method has been
dropped from the federal form.

Section B to be used. (auto-calc) Answered Yes if either of the preceding
two answers is Yes and you do not elect the alternative simplified
credit, below. If Yes, Section B is used to compute the credit; other-
wise Section A is used. REMINDER: If Section A is used, you must
enter_a percentage for the line “Fixed-base percentage” described
previously.
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PART I, CREDIT COMPUTATION. All but 3 lines of Form 3523 lie in Part | of
the 49-line FTB form.

SECTION A, REGULAR CREDIT. (Fully automatic; no manual entries required.)
The regular credit is based on a simple computation in which all research ex-
penses are combined and one credit rate is applied to them all. This version of
the credit is computed unless you elected to use Section B instead (or elected
it in the past and have not received FTB consent to revoke it).

1 through 4. (auto-calc) These lines do not appear on the screen and are
always zero on the printed form because they apply only to corpora-
tions, as indicated on the FTB form.

5 Wages for qualified services. (auto-calc) Taken from your prior entry
for this category if Section A is used; otherwise zero.

6 Cost of supplies. (auto-calc) Taken from your prior entry for this cate-
gory if Section A is used; otherwise zero.

7 Rental or lease costs of computers. (auto-calc) Taken from your prior
entry for this category if Section A is used; otherwise zero.

8 Applicable percentage of contract research expenses. (auto-calc) If
Section A is used, computed from your prior entries for contract re-
search expenses 75% of your entry for “Part to a qualified research
consortium” plus 65% of the balance (“Contract research expenses”
less “Part to a qualified research consortium”).

9 Total qualified research expenses. (auto-calc) Computed as the sum
of lines 5 through 8.

10 Fixed-base percentage. (auto-calc) Taken from your prior entry for
this category if Section A is used; otherwise zero.

11 Average annual gross receipts. (auto-calc) Taken from your prior en-
try for this category if Section A is used; otherwise zero.

12 Base amount. Multiply line 11 by the percentage on line 10. (au-
to-calc) Computed as indicated.

13 Subtract line 12 from line 9. (auto-calc) Computed as indicated, but
no less than zero.

14 Multiply line 9 by 50%. (auto-calc) Computed as indicated.

15 Smaller of line 13 or line 14. (auto-calc) Computed as indicated.

16 Mulitply line 15 by 15%. (auto-calc) Computed as indicated.

Sum of lines 4 and 16. (auto-calc) Taken as line 16, since line 4 ap-
plies only to corporations.
17a Regular credit. (auto-calc) The preceding total will appear here only
if you did not elect the reduced credit on screen 1. Otherwise, zero.
CAUTION: If an amount appears here, you must reduce deductions
for related expenses throughout the return and identify those reduc-
tions in a supporting statement on the last screen of this form.
17b Reduced regular credit. (auto-calc) 87.7% of the result of “Sum of
lines 4 and 16" will appear here only if you elected elect the reduced
credit on screen 1. Otherwise, zero. If an amount appears here, the
phrase “Section 280C(c)” will be printed on the official form at line 17b.
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SECTION B, ALTERNATIVE INCREMENTAL CREDIT. (Fully automatic through
line 39b.) The alternative credit involves separate computations for various
parts of the credit, and may result in more or less credit than computed in
Section A. This version of the credit is used if you elected this alternative on
screen 2 (or previously elected and do not revoke the election). CAUTION:
The headings on the FTB form are misleading because lines 40 through 46 are
included in Section B, yet they do NOT apply only to the alternative incremen-
tal credit. Lines 40 through 46 apply to both the regular credit in Section A
and the alternative incremental credit in Section B. We therefore show these
lines in a separate section on the last screen of the form labeled AVAILABLE
CREDIT. That separate section requires additional data entry if you have any
research credit from S corporations, estates, trusts, partnerships, or LLCs, or
if the credit is subject to the rules for passive activities, or you have any car-
ryover from the prior year.

18 through 21. (auto-calc) These lines do not appear on the screen and
are always zero on the printed form because they apply only to cor-
porations, as instruction on the FTB form.

22 Wages for qualified services. (auto-calc) Taken from your prior entry
for this category if Section B is used; otherwise zero.

23 Cost of supplies. (auto-calc) Taken from your prior entry for this cat-
egory if Section B is used; otherwise zero.

24 Rental or lease costs of computers. (auto-calc) Taken from your prior
entry for this category if Section B is used; otherwise zero.

25 Applicable percentage of contract research expenses. (auto-calc) If
Section B is used, computed from your prior entries for contract re-
search expenses as 75% of your entry for “Part to a qualified re-
search consortium” plus 65% of the balance (“Contract research ex-
penses” less “Part to a qualified research consortium”).

26 Total qualified research expenses. (auto-calc) Computed as the sum
of lines 22 through 25.

27 Average annual gross receipts. (auto-calc) Taken from your prior en-
try for this category if Section B is used; otherwise zero.

28 Multiply line 27 by 1%. (auto-calc) Computed as indicated.

29 Subtract line 28 from line 26. (auto-calc) Computed as indicated, but
no less than zero.

30 Multiply line 27 by 1.5%. (auto-calc) Computed as indicated.

31 Subtract line 30 from line 26. (auto-calc) Computed as indicated, but
no less than zero.

32 Subtract line 31 from line 29. (auto-calc) Computed as indicated.

33 Multiply line 27 by 2%. (auto-calc) Computed as indicated.

34 Subtract line 33 from line 26. (auto-calc) Computed as indicated, but
no less than zero.

35 Subtract line 34 from line 31. (auto-calc) Computed as indicated.

36 Multiply line 32 by 1.49% (.0149). (auto-calc) Computed as indicated.

37 Multiply line 35 by 1.98% (.0198). (auto-calc) Computed as indicated.

38 Multiply line 34 by 2.48% (.0248). (auto-calc) Computed as indicated.
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Sum of lines 21, 36, 37, and 38. (auto-calc) Computed as the sum of
lines 36 through 38, since line 21 applies only to corporations.
39a Alternative incremental credit. (auto-calc) The result of “Sum of
lines 21, 36, 37, and 38" will appear here only if you did not elect
the reduced credit on screen 1. Otherwise, zero. CAUTION: If an
amount appears here, you must reduce deductions for related ex-
penses throughout the return and identify those reductions in a sup-
porting statement for the line “Schedule of reduced deductions” on
the last screen of the form.
39b Reduced alternative incremental credit. (auto-calc) 87.7% of the
result of “Sum of lines 21, 36, 37, and 38" will appear here only if
you elected elect the reduced credit on screen 1. Otherwise, zero. If
an amount appears here, the phrase “Section 280C(c)” will be print-
ed on the official form next to line 39b.

SECTION C, AVAILABLE RESEARCH CREDIT. Passive limitations to the credit
from Section A or Section B are applied here and added to credit from pass-
through entities and non-passive carryovers to arrive at the total available re-
search credit for Schedule P. CAUTION: If you did not elect the reduced cred-
it, you must reduce deductions elsewhere on the return and identify those re-
ductions in a supporting statement for the line in this section labeled “Sched-
ule of reducted deductions.”
40 Credit for increasing research from partnerships, S corporations, es-
tates, and trusts. Enter any Form 6765 credits allocated to you from
a pass-through entity as shown on Schedule K-1 (Form 1120S) from
an S corporation, Schedule K-1 (Form 1065) from a partnership, or
Schedule K-1 (Form 1041) from an estate or trust. CAUTION: Al-
though translated from the federal return, you may have to reduce
the entry for this line because of the taxable income limitation de-
tailed in the FTB instructions for line 40. (This limitation is applied
on Form 3800 for the federal return, not the Form 6765 from which
FTB Form 3523 is translated. As a result, the amount translated
from the federal return will generally be too high.)
41 Current year research credit. (auto-calc) Computed as the sum of
line 17a, 17b, 39a, or 39b (whichever is nonzero) and line 40, this
is the total research credit before carryovers and limitations.

ITEMIZED REDUCTIONS REQUIRED?. (auto-calc) Answered No if you
elected the reduced credit (via a Yes answer to “Elect the reduced
credit?” on screen 1). Otherwise, Yes.

Your credit on line 41 (less line 40). (auto-calc) Computed as line 41
less line 40, this is the amount by which you must reduce deduc-
tions on your return if the preceding answer is Yes. When you claim
the full credit, you are required to reduce any deductions for re-
search expenses you report on your return (such as Schedule C) by
this amount.

Schedule of reduced deductions._(Supported by the Schedule of Re-
duced Deductions Worksheet, Figure CA-5.) If the answer to “ITEM-
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IZED DEDUCTIONS REQUIRED” is Yes, you are required to attach a
schedule showing in detail where you reduced your deductions. You
must provide the schedule in a supporting statement for this line so
that it is printed with the return and cross-referenced on the official
printed Form 3523. The total from your support appears on this line
and should match the amount on line 41 (less line 40), even if the
credit is later limited by passive loss or tax liability limitations.
Where the cross-reference is printed depends on the elections made
for Form 3523. (If the answer to “ITEMIZED DEDUCTIONS RE-
QUIRED” is No, any support you provide for this line will be ignored
and will not be made a part of the official printout of Form 3523.)
CAUTION: No support is translated from the federal Form 6765 be-
cause the format required by the IRS is incompatible with the format
required by the FTB. You must therefore always create the support
anew here when required.

Schedule of reduced deductions is referenced in Section A. (au-
to-calc) If “ITEMIZED DEDUCTIONS REQUIRED"” is Yes and you did
not elect to use Section B, the total from your “Schedule of reduced
deductions” appears here, and the support will be cross-referenced
beside the line 17a amount on the official printout of Form 3523.
Otherwise, zero will appear here and no cross-reference will be print-
ed beside line 17a.

Schedule of reduced deductions is referenced in Section B. (au-
to-calc) If “ITEMIZED DEDUCTIONS REQUIRED” is Yes and you
elected to use Section B, the total from your “Schedule of reduced
deductions” appears here, and the support will be cross-referenced
beside the line 39a amount on the official printout of Form 3523.
Otherwise, zero will appear here and no cross-reference will be print-
ed beside line 39a.

42 Amount on line 41 from passive activities. Enter the credit from pas-
sive activities included in line 41. If you enter an amount here you
must complete FTB Form 3801-CR to determine the allowable
amount (to be entered at line 44). CAUTION: This amount is not
translated from the federal Form 6765 because the passive limita-
tions are applied on federal Form 3800, not Form 6765.

43 Subtract line 42 from line 41. (auto-calc) Computed as indicated, this
is the current-year credit without passive credits.

44 Allowable credit from passive activities. You must complete FTB
Form 3801-CR to determine the amount to enter here. CAUTION:
This amount is not translated from the federal Form 6765 because
the passive limitations are applied on federal Form 3800, not Form
6765.

45 Non-passive activity credit carryover from prior year. Prior-year car-
ryovers can result from the prior-year tax liability limitation, which is
applied in Part Ill of the 2021 Schedule P. Carryovers from passive
activities are reflected on Form 3801-CR, not here. CAUTION: This
amount is not translated from the federal Form 6765 because the
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carryovers are applied on federal Form 3800, not Form 6765. You
may have to reduce the entry for this line because of the taxable in-
come limitation detailed in the FTB instructions for line 40.
46 Total available research credit. (auto-calc) Computed as the sum of
lines 43 through 45, this is the total credit to be subjected to the tax
liability limitation on Schedule P.
The amount on line 46 is posted to the Credit Code 183 line of Schedule P,
Part 1ll, section B2, where it is subjected to the tax liability limitation before
being reflected on Form 540.

Schedule of Reduced De-

ductions Worksheet. (Figure
CA-5) The completion of

. OF REDUCI_ED DEDUCTIONS_
Explanation of reduction..:

where reduced on return: this worksheet is mandato-
Name of FTB form..... ry if you chose not to take
Specific Tine on form D

Amount BEFORE reduction... the reduced credit in either

Amount of reduction....... section of Form 3523.

Explanation of re-
Figure CA-5. Schedule of Reduced Deductions Work- anctionNG vela
sheet brief identification

of the deduction you reduced in 30 characters or less.

Where reduced on return:

Name of FTB form. I|dentify the California form or schedule on which
you claim the deduction that you are reducing.

Specific line on form. lIdentify the line where you made the reduc-
tion.

Amount BEFORE reduction. Enter the deduction you would have made
on the identified form if you had not reduced it for the research
credit.

Amount of reduction. Enter the amount by which you reduced your de-
duction on the identified form.

The sum of amounts on the last line from all worksheets combined is shown
when you return from the worksheets. This sum will match the amount on
line 46 if you have properly accounted for all required reductions.
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PART II, CARRYOVER COMPUTATION. Part Il is comprised of just lines 47,
48, and 49, which summarize the part of line 46 that is allowed as a current
credit on Schedule P and the balance available for carryover.

47 Amount of research credit claimed on current year tax return. (auto-
calc, supported by Schedule P, Part lll) The entry for this line comes
from the part of Schedule P that relates to the code 183 credit on
screen 8 of the on-screen Schedule P, page 2. The credit on line 46,
above, is limited to the tax liability that remains after deducting
credits that appear before it on the screen, and the result is shown
as “Credit used this year.” However, this entry may not be accurate
until the final recalculation of the return, since it depends on a tax
balance that changes frequently as the return is prepared.

48 Total credit assigned to other corporations within combined report-
ing group from Part III, column (g). (auto-calc) This line and Part llI
of the form apply only to certain corporations, and is therefore not
relevant to this Form 540 tax return. As result, this line will always
be zero.

49 Credit carryover available for use for future years. (auto-calc) Com-
puted as line 46 less line 47, this amount will match the amount
shown on screen 8 of Schedule P as “Credit carryover” for credit
183 after the final recalculation of the return.

PART III, CREDIT ALLOCATION AND CARRYOVER PER ENTITY - ONLY COM-
BINED REPORT FILERS. This new part of Form 3523 applies only to corpora-
tions that are assigned credits from multiple related corporations. It is there-
fore not relevant to this Form 540 tax return. It occupies the entire page 3 of
Schedule P, so that page is omitted from the software.

Extra line for personal memos. The supporting statement you create for this

line will not be printed as a part of the official return. This line is provided only
to allow you to make private notes or reminders.
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Form 3526** / Investment Interest Expense Deduction

** Included in Standard and Premium Level software ONLY. This form is
only built into the Standard and Premium Level versions of the California
Supplement.

Purpose. This form, which is analogous to federal Form 4952, is used to fig-
ure the amount of interest expense you can deduct for investment loans. The
form closely parallels federal Form 4952 in structure and is translated from
that form when the California return is started by translation, as we recom-
mend. However, you must manually enter California adjustments to several
amounts translated from the federal return. Form 3526 is accessible through
the Road Map from Schedule CA, Part I, at the line “Adjustment on Form
3526, line 10” below line 9 (column A) of Schedule CA, Part Il. Although line-
by-line details of the California form are provided here, you should consult the
section on the analogous federal Form 4952 in Chapter 2 of the regular Tax
Forms Guide 2023 Edition for general information on the investment interest
expense deduction and its requirements.

INVESTMENT INTEREST EXPENSE. The interest you want to consider for de-
duction is reported here:
Federal investment interest expense for 2022. Translated from line 1
of federal Form 4952.
California adjustment. Generally zero, you should make an entry
here only if some types of expense reported on federal Form 4952
are not allowed by California for Form 3526.
1 Investment interest expense paid or accrued in 2022. (auto-calc) Com-
puted as the sum of the above two lines, but no less than zero.
2 Disallowed investment interest expense from 2021 form FTB 3526, line
7. Although translated from the federal Form 4952, you may have
to change this entry if line 7 of the prior-year California Form 3526
differs from line 2 of the current-year federal Form 4952.
3 Total investment interest expense. (auto-calc) Computed as the sum
of lines 1 and 2.

NET INVESTMENT INCOME. The income that can be used to justify the inter-
est expense is determined here:
Interest on Form 1040, line 2b. (auto-calc) Taken from Schedule CA, Part
I, Section A, line 2b, column A, which is taxable interest on the fed-
eral return.
Subtraction on Schedule CA, Part I, line 2b column B. (auto-calc) Tak-
en from Schedule CA, Part I, Section A, line 2b, column B.
Addition on Schedule CA, Part I line 2b column C. (auto-calc) Taken
from Schedule CA, Part |, Section A, line 2b, column C.
Dividends on Form 1040, line 3b. (auto-calc) Taken from Schedule CA,
Section A, line 3b, column A, which is taxable dividends on the fed-
eral return..
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Subtraction on Schedule CA, Part I, line 3b, column B. (auto-calc) Tak-
en from Schedule CA, Part I, Section A, line 3b, column B.

Addition on Schedule CA, Part I, line 3b, column C. (auto-calc) Taken
from Schedule CA, Part |, Section A, line 3b, column C.

Child interest and dividends in Schedule 1, line 8. (auto-calc) Taken
from the line on the last screen of our California Form 3803 labeled
“Income on federal 8814, line 12,” this is the amount of your chil-
dren’s interest and dividend income that you are reporting on your
federal return to avoid having to file returns for the children.

CA adjustment to the above. (auto-calc) Taken from the line on the
last screen of our California Form 3803 labeled “Adjustment for CA,
line 8f.”

Other gross investment income. Translated from the corresponding line
on our federal Form 4952, this is all other qualified investment inter-
est, including nonpassive royalty income and annuities.

CA adjustment to the above. Generally zero, you should make an en-
try here only if some types of other investment income reported on
federal Form 4952 are not allowed on California Form 3526.

4a Gross investment income. (auto-calc) Computed as the sum of all
preceding lines except the two subtraction lines, which are subtract-
ed instead of added.

Net gain on federal Form 4952, line 4d. Translated from line 4d of
federal Form 4952.

CA adjustment to the above. You should make an entry here if net
gain on the California return from the disposition of investment prop-
erty differs from that on the federal return. A difference is common
here because of past differences in depreciation rules for California,
which affect the computation of net gain.

4b Net gain from the disposition of property held for investment. (auto-
calc) Computed as the sum of the preceding two lines, but no less
than zero.

Capital gain distributions (Schedule D, line 13). Translated from the
corresponding line above line 4e of federal Form 4952.

Other long-term capital gain or loss from investment property. Trans-
lated from the corresponding line above line 4e of federal Form
4952.

Net short-term capital gain or loss from investment property. Trans-
lated from the corresponding line above line 4e of federal Form
4952,

Federal capital gain from investment property. (auto-calc) Computed
as the sum of the first two lines above less any loss in the preced-
ing line, but no less than zero.

CA adjustment to the above. You should make an entry here if net
capital gain on the California return from the disposition of invest-
ment property differs from that on the federal return. A difference is
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common here because of past differences in depreciation rules for
California, which affect the computation of net gain.

4c Net capital gain from the disposition of property held for investment.
(auto-calc) Computed as the sum of the preceding two lines.

4d Subtract line 4c from line 4b. (auto-calc) Computed as indicated, but
no less than zero.

Federal election on Form 4952, line 4g. Translated from line 4g of
federal Form 4952.

CA adjustment to the above. You should make an entry here if you
want to elect a different amount on the California return in order to
minimize the tax on your California return.

4e Amount on line 4c that you elect to include in investment income.
(auto-calc) Computed as the sum of the preceding two lines, but no
less than zero and no more than line 4b, this is the amount of quali-
fied net capital gain that you want to include in California invest-
ment income for tax purposes.

4f Investment income. (auto-calc) Computed as the sum of lines 4a, 4d, and 4e.

Federal investment expenses on Form 4952, line 5. Translated from
line 5 of federal Form 4952.

CA adjustment to the above. Generally zero, since line 5 of federal
Form 4952 already reflects all aspects of the FTB instructions for
line 5 except one, as follows. If you are a military servicemember
domiciled outside of California and the amount on line 5 of federal
Form 4952 includes investment expenses from federal Schedule A,
line 23, you must recompute the amount for California using a lower
AGI. AGI for the purposes of this recomputation must exclude mili-
tary pay, so the recomputed Schedule A, line 27, will be lower
(since it is an amount that exceeds 2% of AGI). If the recomputed
Schedule A, line 27, is lower than the investment expenses in
Schedule A, line 23, the amount allowed for line 5 of Form 3526
will be lower than that for federal Form 4952. If so, enter the differ-
ence here as a negative amount.

5 Investment expenses. (auto-calc) Computed as the sum of the preced-
ing two lines.

6 Net investment income. (auto-calc) Computed as line 4f less line 5,
but no less than zero, this is the maximum amount of interest you
can deduct this year.

INTEREST EXPENSE DEDUCTION. The final result is computed here:
7 Disallowed investment interest expense. (auto-calc) Computed as line
3 less line 6, but no less than zero, this is the amount disallowed
this year but carried forward to your Form 3526 for tax year 2023.
8 Investment interest expense deduction. (auto-calc) Computed as the
smaller of line 3 or line 6, this is the amount you can deduct on your
California tax return for tax year 2022.
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9 Amount from federal Form 4952, line 8. Translated from federal Form
4952, as indicated.

10 California investment interest expense deduction adjustment. (au-
to-calc) Computed as line 8 less line 9, this is the difference be-
tween federal and California allowed deductions. A positive result
means that a higher deduction is allowed on the California return,
and a negative result means that a lower deduction is allowed on
the California return. Although the FTB instructs you to use this
amount to determine your entry for Schedule CA, Part Il, line 9,
column B or C, some of this deduction may not be appropriate for
that line, as detailed in the next section.

ALLOCATION OF LINE 10. Where you report the deduction adjustment de-
pends on the specifics of the interest expenses:

Not-at-risk activities on federal return. Translated from the correspond-
ing line below line 8 of our federal Form 4952, this is the amount
not allowed to be deducted because of the at-risk rules, as deter-
mined from federal Form 6198.

CA adjustment to the above. You should make an entry here if the
amount allowed for activities limited by the at-risk rules is different for
California. You must prepare a federal Form 6198 using California
amounts in_order to determine whether an adjustment is _necessary
here.

Royalties on federal return. Translated from the corresponding line be-
low line 8 of our federal Form 4952, this is the part of line 8 report-
ed on federal Schedule E as a royalty-related interest expense.

CA adjustment to the above. You should make an entry here if the
amount attributable to royalties is different for the California return.
If you enter an amount here, you must reflect this adjustment in
vour entry for “Cal royalty profit” on screen 1 _of our Worksheet E.

Nonpassive business on federal return. Translated from the correspond-
ing line below line 8 of our federal Form 4952, this is the part of line
8 attributable to a nonpassive trade or business, and is therefore al-
ready reflected on the federal form or schedule where income and
expenses for the trade or business are reported.

CA adjustment to the above. You should make an entry here if the
amount attributable to nonpassive businesses is different for the Califor-
nia return. /f you enter an amount here, you must reflect this adjust-
ment in your entries for Worksheet C, E, or F, whichever applies.

Other not for Schedule A on federal return. Translated from the corre-
sponding line below line 8 of our federal Form 4952, this is the part
of line 8 attributable to an activity for which a deduction on Sched-
ule A is not appropriate.

CA adjustment to the above. You should make an entry here if the
amount attributable to other activities not allowed as an itemized de-
duction is different for the California return. /f you enter an amount
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here, you must reflect this adjustment in the appropriate form for
the activity.

Part of line 8 allowed as a California itemized deduction. (auto-calc)
Computed as line 8 less the sum of the preceding 8 lines, but no
less than zero.

Part of line 9 allowed as a federal itemized deduction. (auto-calc) Comput-
ed as line 9 less the sum of the lines identified above for the federal re-
turn, this is the amount deducted on line 14 of the federal Schedule A.

Part of line 10 allowed as an adjustment to Schedule CA, Part II, line 9.
(auto-calc) Computed as “Part of line 8 allowed as a California item-
ized deduction” less “Part of line 9 allowed as a federal itemized de-
duction.”

The result on the last line is posted to the line following Schedule CA, Part I,
line 9 labeled "Adjustment on Form 3526, line 10." If negative it will be used

for Column B of line 9; if positive it will be used for column C of line 9.

CAUTION. Except for Schedule CA, Part Il, no amounts in the preceding al-
locations are posted elsewhere automatically. You must enter the appropri-
ate amounts elsewhere yourself, such as Worksheets C, E, and F.

Extra line for personal memos. The supporting statement you create for this
line will not be printed as a part of the official return. This line is provided only
to allow you to make private notes or reminders.
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Form 3532** / Head of Household Filing Status Schedule

** Included in Standard and Premium Level software ONLY. This form is
only built into the Standard and Premium Level versions of the California
Supplement.

NEW: Mandatory form for tax returns that use the head of household filing
status. This new form is used to support your use of the head of household
filing status on a California tax return. It helps the FTB in determining whether
or not you are eligible for that filing status. Our on-screen form goes further
than the FTB form by asking additional questions in order to automate the de-
termination. To use this filing status, you must generally be an unmarried indi-
vidual who provides a home for someone who can be claimed as a dependent.
But there are exceptions for which married people can use the filing status. If
you are claiming the head of household filing status but the conclusion of this
on-screen form is that you are not eligible to use it, screen 3 of the on-screen
Form 540 will display Yes for "INVALID F/S OR MISSING DATA," warning
you to change the filing status. Form 3532 is accessible through the Road
Map at the line on screen 3 of Form 540 labeled "HOH:Supported by Form
3532 (ITEMIZE)?"

PART I - MARITAL STATUS. You must answer Yes to the question on line 1
that most closely describes your marital status, from 1a through 1f. For line
1f, you must additionally identify any periods in 2022 when you lived with
your spouse or RDP. If none applies, or if 1f applies but the dates you entered
indicate being together sometime in the last half of the year, then you are not
eligible to use this filing status.

1 Answer Yes below to identify your marital status in 2022:

la Not legally married/RDP during 20227

1b Surviving spouse/RDP (spouse/RDP died before 01/01/2022)?

lc Marriage/RDP was annulled?

1d Received final decree of divorce, legal separation, dissolution, or
termination of marriage/RDP by 12/31/20227?

le Legally married/RDP and did not live with spouse/RDP during 2022?

1f Legally married/RDP and lived with spouse/RDP during 2022? If you
answered Yes to this question, you must enter dates that identify
the periods when you lived together during the tax year in a support-
ing statement for the following line:
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1f 1f is Yes, ITEMIZE HERE. (Supported by the Date Period Worksheet,
Figure CA-6.) You must identify all periods that include 2022 in

DATE PERIOD WORKSHEET

Define period you & spouse/RDP
Tived together any part of tax
year 2022. USE SEPARATE WORK-

SHEET FOR EACH SEPARATE PERIOD
Date began 1iving together
Date ended 1iving together

Ever together in last 6 months# No

Figure CA-6. Date Period Worksheet

which you and spouse/RDP lived together, using a separate work-
sheet page for each separate period. If any of the periods include
any of the last 6 months of the year, you are not eligible to use the
head of household filing status.

1f 1f is Yes, apart 7/1 to 12/31? (auto-calc line, supported by the Date
Period Worksheet, Figure CA-6.) If any of the periods in the preced-
ing support fall in or partially in the last 6 months of 2022, No will
appear here. A No here disqualifies you to use the head of house-
hold filing status.

NONE apply or disqualified? (auto-calc) If all answers above are No, or
line 1f is Yes but "apart 7/1 to 12/31" is No, you are not eligible and
a Yes will apear here.

PART II - QUALIFYING PERSON. You must identify here your relationship to
the person who qualifies you for the head of household filing status. Only the
relationships listed in this part of the form are allowed.

2 Identify the relationship of the person that qualifies you for the head of
household filing status:
2a Son, daughter, stepson, or stepdaughter?
2b Grandchild, brother, sister, half brother, half sister, stepbrother,
stepsister, nephew, or niece?
2c Eligible foster child?
2d Father, mother, stepfather, or stepmother?
2e Grandfather, grandmother, son-in-law, daughter-in-law, fa-
ther-in-law, mother-in-law, brother-in-law, sister-in-law, uncle, or
aunt?
The first three may qualify for the rules for a qualifying child if other condi-
tions are met, but the last two can only qualify as a qualifying relative. This
distinction is important because a qualifying child does not have to meet the
income test (gross income under $4,400 for 2022) to qualify you for the head
of household filing status.
NONE apply (disqualified)? (auto-calc) If you cannot answer Yes to any
of the preceding questions, the person cannot qualify you for the
head of household filing status.
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PART III - QUALIFYING PERSON INFORMATION. You must identify the quali-
fying person here and answer a couple of questions about him or her.

3 Identify the qualif2022

First name.Last Name.

SSN. If the person was born and died in 2022, you can enter DIED in
place of the child's SSN here.

Date of Birth (mm/dd/yyyy).

Age at end of year. (auto-calc) Computed from the preceding date for
the year 2022. The person is generally a qualifying child if under 19
years of age.

Full-time student - minimum 5 months? If the child is at least 19 but un-
der 24 years of age, he or she may be a qualifying child if a full-time
student in any part of at least 5 months of the tax year. In addition
to traditional schools, technical, trade, or mechanical schools qualify
as well as on-farm training conducted by a school or government
agency.

Disabled anytime in the tax year? If Yes, the person may be considered
a qualifying child irrespective of age.

Married or an RDP? If the person is married or an RDP, the person may
be considered a qualifying child only if you are entitled to a Depen-
dent Exemption Credit for that child.

Entitles you to a Dependency Exemption Credit? If the person is an un-
married qualifying child, you do not have to meet this test. Other-
wise, a Yes is required here for the person to qualify you for the
head of household filing status.

4 Quualifying person's gross income in 2022. Unless the person is a qualifying
child, his or her gross income must be less than $4,400 for 2022, to qualify
you for the head of household filing status.

5 Number of days your qualifying person lived with you during 2022. The per-
son must live with you in your main home for more than half of the year.
Therefore, this entry must be at least 183 days for most years, but at least
184 for leap years.

Above person is disqualified? (auto-calc) This question is answered based on
the entries in this part of the form. The person must be a qualifying child or a
qualifying relative in order to qualify you for the head of household filing sta-
tus.

FINAL QUALIFICATION TESTS. The final determination of your eligibility to
use the head of household filing status is made here.

Disqualified based on Part I? (auto-calc) Answered Yes if the answer to
"NONE apply or disqualified?" at the end of Part | is Yes.

Disqualified based on Part II? (auto-calc) Answered Yes if the answer to
"NONE apply (disqualified)?" at the end of Part Il is Yes.
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Disqualified based on Part III? (auto-calc) Answered Yes if the answer to
"Above person is disqualified?" at the end of Part lll is Yes.

Additional questions. Other important requirements for a qualifying person are
answered here:

Did you pay more than half of the qualifying person's support? If the
person is a qualifying child, you can answer Yes here as long as the
child did not provide more than half of his or her own support, even
when the other half of his or her support was shared with someone
else. But you must provide more than half of all support for a quali-
fying relative who is not your qualifying child.

Was the home where the qualifying person lived with you your main
home? Only time with you in your main home counts for the qualifi-
cation.

Did you pay more than 1/2 of the cost of keeping up that home? This re-
quirement must be met whether the person is a qualifying child or a
qualifying relative.

Disqualified based on the last questions? (auto-calc) Answered Yes if the an-
swer to any of the preceding three questions is Yes.

Do you qualify for a special exception? The preceding entries allow us to test
for nearly all conditions for qualification. However, there may be a very rare
circumstance under which you may qualify to use the head of household fil-
ing. But before answering Yes here, you should study FTB Pub. 1540 (7ax In-
formation for Head of Household Filing Status - Tax Year 2020). It gives a
clear explanation of all of the requirements to use the filing status and is a
much better resource than the FTB instructions for Form 3532. However, the
FTB has not yet updated this publication for tax year 2022, so the gross in-
come threshold cited there does not reflect the increase to $4,400 for 2022.

QUALIFY for head of household filing status? (auto-calc) Answered Yes only
if the answer to all four of the preceding disqualification questions is No or the
answer to the preceding question is Yes. This answer is posted to the line on
screen 3 of Form 540 labeled "HOH: Supported by Form 3532 (ITEMIZE)?" if
the answer is No, the answer to "INVALID F/S OR MISSING DATA" on the
same screen will be Yes if you chose filing status 4, and you must select a
different filing status.

Extra line for personal memos. The supporting statement you create for this
line will not be printed as a part of the official return. This line is provided only
to allow you to make private notes or reminders.
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Form 3533 & 3533-B / Change of Address for Individuals
& Businesses

* Included in Premium Level software ONLY. This form is only built into the
Premium Level version of the California Supplement.

Purpose. These forms, which are analogous to federal Forms 8822 and 8822-
B, are used to report to the FTB any change of address for your business or
personal tax returns. Neither form is attached to the associated return, but is
sent by itself to the FTB. As a result, they are not printed with the official re-
turn, and are not accessible through the Road Map. Rather, they are stand-
alone forms accessible only from the Forms Menu.

CAUTION: Create a separate return to use this form. We recommend that
you complete these forms separately from the return you file, but rather for a
return that contains only Form 1040 with the name(s) and address complet-
ed. Otherwise, you may encounter /insufficient memory messages while pre-
paring, printing, or e-filing you return because of the unusually large number
of long text entries on these forms.

Similar to federal Forms 8822 and 8822-B. The FTB started the move last
year, but now conforms with the analogous federal forms in separating the
former FTB Form 3533 into two forms, with the new Form 3533 applying on-
ly to a change in home address and Form 3533-B applying only to a change in
business address or location. The form now also includes space for foreign ad-
dress information, like the federal forms. However, significant differences re-
main. California provides splits the street address into smaller parts, with sep-
arate entries for apartment number and private mailbox number, and separates
city and state entries. And for a change in business address, California re-
quires that you supply your California Secretary of State file number, which is
the number issued by the state when the business was formed, qualified, reg-
istered, or converted in California. As a result, although translated from the
federal return is a good starting point, the California forms will still require ad-
ditional entries. (If you are completing Form 3533 or 3533-B anew, see the
section on Forms 8822 and 8822-B in Chapter 2 of the federal Tax Forms
Guide 2023 Edition for other data entry details.)

Where to file. You must not send Form 3533 or 3533-B with your Form 540
return. Instead, you must print the completed form(s) separately from the re-
turn and mail it to:

FRANCHISE TAX BOARD

PO BOX 942840

SACRAMENTO, CA 94240-0002
Alternatively, you can report your change of address to the FTB by phone at
1-800-852-5711.
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Form 3540 / Credit Carryover Summary

Consolidates carryovers from expired credits. This form replaces a number
of forms for expired credits. Forms for expired credits typically live long after
their credits due to carryover provisions for unused credits. However, instead
of retaining the old forms, the FTB uses this one form for reporting credit car-
ryovers from a number of unrelated credits. Unless you file Schedule P, this
form is required if you claim any of the carryover credits listed in the instruc-
tions for this form. If you file Form 3540 and there is no Schedule P for the
return, the credits used this year on this form are automatically posted to
Form 540 lines 43 through 45. CAUTION: Lines on Schedule P Part lll that
are supported by this form through the Road Map will get their entries from
this form when this form exits, and override any entries you make directly on
Schedule P.

Schedule P may automatically replace Form 3540. If you have more than
two credits or are subject to the alternative minimum tax, you are required to
complete Schedule P, where the credits on these and other forms are consoli-
dated before posting to Form 540. In fact, the software automatically gen-
erates Schedule P when it appears to be necessary. If a Schedule P exists,
the credits entered on Form 3540 are consolidated with any other credits en-
tered on Schedule P, and the calculations for amounts claimed this year, tax
balances, and carryovers are performed on Schedule P instead of Form 3540.
In addition, Form 3540 is intentionally omitted from the official printout in
this case, as required by the FTB, and all required information is shown on
Schedule P instead. When a Schedule P, page 2, exists for the return, the
question on Form 3540 labeled “See Schedule P for claims/carryovers” will
be automatically answered Yes and no calculations will appear on Form
3540.

All carryovers follow the same format. Entries are provided for nearly two
dozen credit carryovers, for credits listed in the FTB instructions for the form.
One data entry line and three auto-calc lines are provided for each credit. This
corresponds to the FTB’s 3-column format with an added line showing the on-
going tax balance in each part:

(c) Carryover from prior years. Enter here the carryover from the prior
tax return for this credit. This carryover can be found on the pri-
or-year form for the credit or Part Ill of last year's Schedule P. If a
Schedule P, Part lll, exists this year for the return, this entry is post-
ed there and the below lines are left blank.

(d) Amount claimed on current year tax return. (auto-calc) Normally
computed as the lesser of the above carryover and the tax balance
remaining after the preceding credit in the FTB order is claimed.
However, if Schedule P page 2 exists for this return, no calculation
appears here.
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Tax balance. (auto-calc) Normally computed as the prior tax balance
less the above credit, but zero if Schedule P page 2 exists for this
return.

(e) Carryover to future years. (auto-calc) Normally computed as the car-
ryover entered in line a less the credit used this year (line b), but ze-
ro if Schedule P page 2 exists for this return.

Note that two of the carryovers listed in the FTB instructions apply only to
corporations -- credit carryovers for Technological Property Contribution, code
201, and Contribution of Computer Software, code 202 -- and so they are not
included.

Summary. The names and amounts for the claimed credits are shown on the
last two screens of Form 3540 just like they are on Schedule P. Moreover, if
Schedule P page 2 exists, the amounts shown in the Schedule P Summary
override the ones that would be computed from Form 3540 alone. The result-
ing entries are posted to Form 540 lines 43 and 44 if there are no more than
two credits allowed this year. If more than two credits are allowed on Form
3540, Schedule P, Part lll is automatically generated and completed upon the
final recalculation of the return and the balance of credits after the first two
are shown on Form 540, line 45.
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Form 3548* / Disabled Access Credit for Eligible Small
Businesses

* Included in Premium Level software ONLY. This form is only built into the
Premium Level version of the California Supplement.

Purpose. This form provides a 50% credit on the first $250 of expenditures
for providing access to the disabled at your place of business. The form also
provides for credits from pass-through entities reported to you on Schedules
K-1 and carryover of disallowed credits from prior years. The related federal
Form 8826 provides a 50% credit for expenditures after the first $250 (up to
$10,000), so the federal credit complements the California credit. Form 3548
is accessible through the Road Map through Schedule P, page 2, at the line
for credit 205 in Section A2 of Part Ill.

Eligibility. The credit is available only to small businesses, so the first test is
qualification as a small business as defined for this form.

For tax year 2021:

The test for qualification as a small business is based on the year
prior to the year of the expenditures. You can qualify based on ei-
ther level of sales or number of employees:

Gross receipts for business. For the business for which the disabled
access was provided, enter the gross income for the preceding year
reduced by returns and allowances. For example, if you report the
income for this business on federal Schedule C, enter the amount
from line 3 of federal Schedule C for 2021. If $1 million or less, the
business qualifies as a small business for the purposes of Form 3548
irrespective of the number of employees.

Number of full-time employees. Enter the number of employees who
worked at least 30 hours per week for 20 or more weeks in 2021.
If 30 or less, the business qualifies as a small business for the pur-
poses of Form 3548 irrespective of the gross receipts.

For tax year 2022:

Comply with Americans with Disabilities Act of 1990? Answer Yes on-
ly if the expenditures that you are claiming here for 2022 comply
with the federal Americans with Disabilities Act of 1990.

ELIGIBLE FOR THIS CREDIT? (auto-calc) Answered Yes only if the an-
swer to the last question is Yes and either "Gross receipts for busi-
ness” is $1 million or less or “Number of full-time employees” is 30
or less for 2021. If the answer here is No, you do not personally
qualify for a credit based on your 2022 expenditures. However, you
may have a credit from pass-through entities (line 5) or a carryover
from prior years (line 7).

Location of facility. Enter the street address of the facility for which the ex-
penditures to be claimed were made:
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Street address. If located in the U.S., use this and the next 3 lines to
enter the address. Enter here the street address in 35 characters or
less. Your entry must be the physical location of the facility, not a
postal box or company headquarters, if different.

City. Enter the city in 22 characters or less.

State. Enter the standard 2-letter state code.

OR, if a foreign address, use these lines instead:.
Foreign address. Enter here the street address in 35 characters or less.

Your entry must be the physical location of the facility, not a postal
box or company headquarters, if different.

Foreign city. Enter the city in 25 characters or less.

Foreign province or state. Enter the province or state in 25 characters
or less.

Foreign country (2-letter code). Enter the IRS’s 2-letter code for the for-
eign country. See Table 2-6 in the Tax Forms Guide 2023 Edition.
Foreign postal code. Enter the foreign postal code in 15 characters or

less, using the customary format for the country.

Credit Computation. The credit is computed here and posted to Schedule P.

California Secretary of State file number. If the business was issued a
file number, enter that number here. You are assigned a file number
when you first register your business with the Secretary of State,
which is required for corporations.

2022 disabled access expenses. Enter only expenses paid or incurred
during the tax year that comply with the Americans with Disabilities
Act of 1990. See FTB instructions for Form 3548 for a list of eligible
access expenditures.

1 Total eligible access expenditures. (auto-calc) Taken as the preceding
entry only if you are eligible for the credit based on your own facili-
ty, as shown by the answer on screen 1 for “ELIGIBLE FOR THIS
CREDIT?” Otherwise, zero. Even if not eligible based on your own
facility, you still qualify for a credit from a pass-through entity and a
carryover from the prior year.

2 Maximum amount of eligible access expenditures. (auto-calc) Always
computed as $250 here, and preprinted on the official form.

3 Smualler of line 1 or line 2. (auto-calc) Computed as indicated.

4 Multiply line 3 by 50% (.50). (auto-calc) Computed as indicated, this is
the current year credit for qualified 2022 expenses for your busi-
ness. Although this amount will be zero if the answer on screen 1 to
“ELIGIBLE FOR THIS CREDIT?” is No, you may still have a credit
from pass-through entities (line 5) or carryovers from 2021 (line 7).

5 Pass-through disabled access credit(s) from Schedule K-1. You must
report any credit reported to you on a Schedule K-1 (from a partner-
ship, S corporation, estate, trust, or LLC classified as a partnership)
in_a supporting statement for this line. Your support must show the
name and Federal Employer Identification Number (FEIN) of the enti-
ty and the amount of credit passed through to you from that entity.
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6 Add line 4 and line 5, but do not enter more than $125. (auto-calc)
Computed as indicated, this is the total current-year disabled access
credit. The maximum allowed credit from your own expenses plus
those of all pass-through entities combined is $125, with no carry-
over of disallowed amounts.

7 Credit carryover from prior year. Enter the amount from line 10 of the
2021 Form 3548. You could have an amount from 2021 if a prior
claim or carryover was reduced by the tax liability limit imposed by
Schedule P.

8 Add lines 6 and 7. (auto-calc) Computed as indicated, this is the total
available disabled access credit. This amount could be greater than
$125 because of a carryover from the prior year.

ACCESS CREDIT for Schedule P, Part IIl, Section A2. (auto-calc) Com-
puted as the lesser of line 8 or $125. This amount is posted to the
line on Schedule P identified as “205 Disabled access” (in Section
A2 of Part lll of Schedule P), and is reflected in column (a) of the
printed Schedule P.

9a Amount of credit claimed on the current year tax return. (auto-calc,
supported by Schedule P) The result on this line is valid only upon
the final recalculation of the return. It is taken from the line on
Schedule P directly below “205 Disabled access” in Section A2 of
Part Ill of Schedule P (“Credit used this year”). (You can see the
amount for this line based on the current amounts on the return by
pressing the Final Recalc key, ctrl-B or shift-F8. However, the
amount may change if tax liability changes, so any number you see
here now may not be the final result for this line.)

9b Credit assigned to other corporations from form FTB 3544. (au-
to-calc) This line applies only to corporations, so it is always zero for
Form 540 returns.

10 Credit carryover available for future years. (auto-calc) Computed as
line 8 less the sum of lines 9a and 9b, this is the amount to be
claimed on line 7 of the 2023 Form 3548. TIP: The carryover that
appears on Schedule P, Part Ill, for this credit could be less because
Form 3548 does not take into account the tax liability limit, which is
enforced on Schedule P.

The credit on line 9a is reflected in line 6, 7, 8, or 9 of Schedule P, Part Il
and line 43, 44, or 45 of Form 540.

Extra line for personal memos. The supporting statement you create for this
line will not be printed as a part of the official return. This line is provided only
to allow you to make private notes or reminders.
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Form 3596** / Paid Preparer's Due Diligence Checklist for
Calif. EITC

** Included in Standard and Premium Level software ONLY. This form is
only built into the Standard and Premium Level versions of the California
Supplement. CAUTION: For a California return translated from a federal re-
turn, Form 3596 will be created when Form 8867 exists for the federal re-

turn. Nevertheless, for a valid California return, you must supply additional
information on Form 3596.

Documenting due diligence for EITC claims. Learning from the IRS's experi-
ence with its Earned Income Credit (EIC), the FTB requires that paid preparers
document their due diligence in claiming California's EFarned Income Tax Credit
(EITC) by filing FTB Form 3596 with the tax return. Except for lines 1a
through 1d, the FTB form generally conforms with the parts of federal Form
8867 that apply to the federal Earned Income Credit, so you can refer to the
details for Form 8867 in the Tax Forms Guide 2023 Edition for most details.
FTB Form 3596 is accessible through the Road Map from the first and last
screens of FTB Form 3514.

MANDATORY for Paid Preparers: Returns signed by a paid preparer must
include Form 3596 with the return. Just as the IRS requires Form 8867, the
FTB requires that paid preparers file FTB Form 3596 with any return signed
by them for which the California EITC is claimed. Accordingly, FTB Form
3596 is automatically created whenever a credit from Form 3514 is claimed
on Form 540. However, it is printed with the complete return only if you
have identified the return (on screen 1 of Form 3596) as signed by a paid
preparer. CAUTION: If required, you must manually provide additional infor-
mation on lines 1a through 1d of Part | of Form 3596, as detailed here.

Translated from federal Form 8867 but modified by your entries on Califor-
nia's FTB Form 3514. If you claimed the Earned Income Credit on the federal
Form 1040 return, and you started the California return by translating the fed-
eral return, FTB Form 3596 will be included in the translated return.

Data entry for Form 3596. Even though much of the form is completed for you
if a translated return, you must manually complete the first few lines of the
form and all of Parts Il and ..
EITC claimed on FTB Form 3514. (auto-calc) Answered Yes only if an
amount appears on line 17 of Form 3514, which is the Earned In-
come Tax Credit (EITC) that is posted to line 75 of Form 540.
Return signed by Paid Preparer? You must answer Yes only if the bottom
of page 5 of Form 540 is signed by a paid preparer. TIP: For a trans-
lated return, your answer comes from your answer on federal Form
8867. Otherwise, the answer is Yes when the form is first created.
Therefore, if you are completing this return for yourself, rather than a
client, you will have to change the answer to No once Form 3596 ex-
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ists so that it will not be included with an official printout of the com-
plete return.

Filing of Form 3596 required? (auto-calc) Answered Yes only if the an-
swers for both of the preceding two questions are Yes. /f No, the
form will not be printed with the official return when you choose to
print the complete return or “ALL forms” because it is not required.

PART I, DUE DILIGENCE REQUIREMENTS. You must complete all parts of line
1, but the rest of this part of the form is completed for you if translated from
federal Form 8867.

Did a different paid preparer determine the EITC for this return? An-
swer Yes if a paid preparer other than the one who signs the tax re-
turn determined the EITC. If you answer Yes, complete lines 1a and
1b. Otherwise, skip lines 1a and 1b and the name and PTIN you en-
tered in your Program Settings will be printed on those lines in the
official printout of Form 3596.

la Preparer’s name. If you answered Yes to the preceding question,
you must enter here the name of the preparer who determined the
credit. Otherwise, any entry you make here will be erased and the
name you entered for "Name of preparer" in the software's Program
Settings will be used for this line in the official printout of FTB Form
3596.

1b Preparer’s PTIN. If you answered Yes to the preceding question, you
must enter here the 9-digit PTIN of the preparer. (The software will
reformat your entry into the standard Pxx-xx-xxxx format if you do
not include the dashes in your entry.) Otherwise, any entry you
make here will be erased and the PTIN you entered for "Preparer's
PTIN (PXX-XX-XXXX)" in the software's Program Settings will be
used for this line in the official printout of FTB Form 3596.

lc Preparer type: 1=CPA, 2=EA, 3=Attorney, 4=CTEC, 5=0Other. Enter
a number from 1 to 5 that identifies the preparer's license, registra-
tion, or enrollment type. You must also use one or both of the next
2 lines to further identify the type.

If 5, specify: If you chose 5 (Other) as the preparer type, you must
describe the type here in 25 characters or less.

If 1, 3, or 5, licensing state. If you chose 1 (CPA), 3 (Attorney), or 5
(Other) as the preparer type, you must identify the state that autho-
rizes your practice using the standard 2-letter code for that state.

1d Preparer's license, registration, or enrollment number. Enter the au-
thorized identification number for your practice in 25 characters or
less.

The remainder of this part parallels Part | of federal Form 8867, except that
there is no California equivalent for federal line 7. Lines 2 through 7 of Califor-
nia Form 3596 match lines 1 through 6 of federal Form 8867, and line 8 of
Form 3596 matches line 8 of Form 8867. Therefore, you should refer to the
Tax Forms Guide 2023 Edition for details.
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PART II, DUE DILIGENCE QUESTIONS. This part parallels Part Il of federal
Form 8867 and is completed for you if translated from federal Form 8867.
Therefore, you should refer to the Tax Forms Guide 2023 Edition for details.

PART III, CREDIT ELIGIBILITY CERTIFICATION. Although this part is analo-
gous to the last part of federal Form 8867, it is not translated from the federal
form because you are certifying that all parts of this California form are cor-
rect and complete. You must therefore always answer this last question man-
ually.
10 Do you certify that all of the answers on this form FTB 3596 are to
the best of your knowledge and belief, true, correct, and complete?
You must answer Yes for this Form 3596 to be accepted by the
FTB. Even though the on-screen form provides a summary of the due
diligence requirements above this question, you should read the full
text on the official form before attesting to the validity of this form.

Extra line for personal memos. The supporting statement you create for this
line will not be printed as a part of the official return. This line is provided only
to allow you to make private notes or reminders.
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Form 3800 / Tax Computation for Certain Children with Un-
earned Income

Children must be taxed at parent's tax rate on unearned income above
$2,300. Like the analogous federal Form 8615, Form 3800 is used to compute
tax for certain children who have unearned income of more than $2,300 for
2021. California conforms with the federal law that raised the age threshold
from 14 to 18 years of age for tax year 2007 and extended it to 19 through
24 year old students for tax year 2008, eliminating the last differences be-
tween the laws. However, because of federal tax reform at the end of 2017,
that's where the similarity ends. That's because the default method of com-
puting the child's tax on federal Form 8615 is now based on the tax rates for
estates and trusts rather the tax rates for the parent.

Form 3800 parallels Form 8615 once again. Prior to 2018, FTB Form 3800
had closely conformed with federal Form 8615. However, federal Form 8615
was completely redesigned for 2018 because of tax reform, using estate tax
rates in place of the parent's tax rates and dropping the dependence on in-
come of the parent and other siblings, and California did not conform. Howev-
er, Congress rescinded a couple of years later and transitioned back to the for-
mer design in 2019 and 2020, and the transition is now complete. Federal
Form 8615 and California Form 3800 now once again parallel each other,
even to the extent of line numbers. Nevertheless, as detailed in the following
shaded box, there are still differences of which you must be aware.

CAUTION: Translation from federal return is only a starting point. The dif-
ferences in the details make it always necessary to make adjustments or
enter missing data on California Form 3800 because:

e Form 3800 depends on Cadlifornia taxable income of the parent and
siblings, which always differs from federal taxable income. Even if income
and filing information about the parent and siblings were entered on the da-
ta entry lines we provide on the federal form, the translated income entries
would have to be changed. That's because federal taxable income differs
greatly from California taxable income because of the major differences be-
tween federal standard deduction and California standard deduction, as well
as major differences between federal itemized deductions and California
itemized deductions, largely because of the federal tax reform at the end of
2017.

CA-147



HowardSoft

Form 3800

PARENT INFORMATION. The parent's name and SSN are available from fed-
eral Form 8615 because they appear on the form. However, the parent's filing
status and taxable income are translated only if you supplied all information
for the OPTIONAL method on federal Form 8615.

Both parents deceased by year-end? Answer Yes only if NE/THER par-
ent was alive at the end of the tax year. You are not liable for this
tax if neither parent was alive.

Parent's first name and initial. Enter in 15 characters or less.

Parent's last name. Enter last name in 25 characters or less.

Parent's SSN/ITIN. Enter social security number or other identifying
number appearing on the parent's Form 1040.

Parent’s filing status. CAUTION: If the parent’s filing status is married
filing separately for the California return, you must use_information
for the spouse with the highest taxable income, even if not techni-
cally a parent. In that case, you may have to change the translated
entries for parent's name and SSN.

Both parents deceased by year-end? This entry is translated from the
federal Form 8615, if any, because it is used in determining qualifi-
cation for federal Form 8615.

Parent's taxable income. You must enter the parent's California taxable
income. This entry should match line 19 on the parent's Form 540.
CAUTION: If translated from the federal form, you must always ad-
just this entry because California taxable income is always different
from federal taxable income.

Taxable income for line 6. (auto-calc) Taken from the preceding line
and used for line 6 of this Form 3800.
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CHILD INFORMATION. Information on the child used to determine the re-
quirement for FTB Form 3800 is translated from the federal Form 8615, and
no modification should be necessary:

Age at end of year. (auto-calc) Taken from the entry for “Your age at
year-end” above line 9 of Form 540, you must have an entry on that
line of Form 540 for the age checks to be valid here.

Filing status. (auto-calc) Taken from your entry on Form 540 for filing
status.

Earned more than half of support. Translated from federal Form 8615.

Student 5 months or more in 2022. Translated from federal Form 8615.

EXEMPT FROM FILING FORM 3800. (auto-calc) The answer will be Yes
if any of the following are true: (a) Both parents were deceased by
year-end, (b) child’s age is 24 or more by the end of 2022; (c)
child’s filing status is married filing jointly; (d) child’s age is 19 or
more (and under 24) at year-end and child is either not a student or
earned more than half of his or her own support; or (e) child’s age is
18 or more (but under 19) at year-end and earned more than half of
his or her own support. Otherwise, the answer is No. If the answer
to the above question is Yes, the remainder of the form will be zero
and Form 3800 will not be used for the tax on this return.

PART I, CHILD'S NET UNEARNED INCOME. Although some data entry lines
are translated from the federal Form 8615, you may have to make adjust-
ments to these entries.

1 Child's unearned income. (auto-calc) Computed from:

Child's AGI on Form 540, line 17. (auto-calc) Taken from Form 540 as
indicated.

Child's California earned income. (auto-calc) Posted from “Total Calif.
earned income” on screen 5 of Form 540.

Other reduction to line 1. If the total AGI less the computed total
earned income, above, does not accurately reflect the unearned in-
come for the child for the California return, enter an adjustment
here. CAUTION: The adjustment you enter here is taken as a reduc-
tion to the computed unearned income, so if the computed amount
is too low, you must enter your adjustment as a negative number.

Line 1 is then the AGI less the earned income less the above adjustment.

2 If DID NOT itemize, $2,200. (auto-calc) Computed from:

Itemized deductions on Form 540. (auto-calc) This is the amount posted
to Form 540 from line 29 of Schedule CA, Part II.

Itemized deduction, if used. (auto-calc) ldentical to the preceding
amount if the itemized deduction is used at line 18 of Form 540
rather than the standard deduction. Otherwise, zero.

Investment part of itemized deductions. Translated from the corre-
sponding entry on federal Form 8615, if any, this entry will have to
be modified if any of the adjustments on line 27 of Schedule CA,
Part Il, relate to the investment part of itemized deductions.
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If you itemize deductions, line 2 is computed for 2022 as the larger of $2,300
or the sum of $1,150 plus the lesser of the preceding two amounts. Other-
wise taken as $2,300 for 2022.

3 Subtract line 2 from line 1. (auto-calc) Computed as indicated, but no less
than zero. TIP: If zero, this form is not used to compute your tax but you still
must file it with the return if you are NOT exempt from filing Form 3800 and
line 1 exceeds $2,200.

4 Child's TAXABLE income. (auto-calc) Normally taken from line 19 of Form
540, but zero if the child is not liable for Form 3800 tax.

5 Net unearned income. (auto-calc) Computed as the smaller of line 3 or line
4, this is the part of the child’s taxable income that must be taxed at the par-
ent’s tax rate (if higher than the child’s).

PART II, TENTATIVE TAX BASED ON PARENT'S TAX RATE. Although this part
of the form is fully automatic for most taxpayers, you will have to enter or ad-
just the amount for line 7 if any other children of the parent file Form 3800.

6 Parent’s TAXABLE income. (auto-calc) Taken as the amount you entered on

screen 1 for the parent, this is the amount on line 19 of the parent's Form
540 (but zero if the child is not liable for Form 3800 tax).

7 Form 3800, line 5 for all other children. You must enter here the net un-
earned income of all other children combined for all children of the parent who
file Form 3800.

8 Add lines 5 through 7. (auto-calc) Computed as indicated.

9 Tax on line 8 based on PARENT'S filing status. (auto-calc) Computed using
the California tax table or tax rate schedule, whichever applies, based on the
parent's filing status you entered on screen 1 and using line 8 as the taxable
income.

10 Parent's tax from Form 540, line 31. (auto-calc) Computed using the Califor-
nia tax table or tax rate schedule, whichever applies, based on the parent's fil-
ing status you entered on screen 1 and using line 6 as the taxable income.
This computed amount will match the amount on the parent's Form 540, line
31, if you entered the proper filing status and taxable income for the parent
on screen.

11 Subtract line 10 from line 9. (auto-calc) Computed as indicated.
12 a Add line 5 and line 7. (auto-calc) Computed as indicated.

12 b Divide line 5 by line 12a. (auto-calc) Computed as indicated rounded to 4
decimal places.

13 Multiply line 11 by line 12b. (auto-calc) Computed as indicated.
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PART III, CHILD'S TAX. The final part of the form is fully automatic, with the
resulting tax for line 31 of Form 540 shown on line 18.

14 Subtract line 5 from line 4. (auto-calc) Computed as indicated.

15 Tax on line 14 based on CHILD'S filing status. (auto-calc) Computed using
the California tax table or tax rate schedule, whichever applies, based on the
child's filing status and using line 14 as the taxable income.

16 Add line 13 and line 15. (auto-calc) Computed as indicated.

17 Tax on line 4 based on CHILD'S filing status. (auto-calc) Computed using
the California tax table or tax rate schedule, whichever applies, based on the
child's filing status and the child's actual taxable income shown on line 4.
This is the tax that would result on Form 540, line 31, if there were no Form
3800 for the return.

18 LARGER of line 16 and line 17. (auto-calc) Computed as indicated. If
greater than zero, this is the tax for Form 540, line 31. If zero, Form 3800 is
not used for this return.

Extra line for personal memos. Provided for supporting statements that will
not be printed with the official return.
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Form 3801 / Passive Activity Loss Limitations

Conformity, but not simplicity. Because California had conformed to the fed-
eral passive activity loss limitations until 2002, Form 3801 formerly paralleled
federal Form 8582 even to the point of line numbers on page 1. However,
California has NOT conformed to the federal provision for Commercial Revital-
ization Deductions from Rental Real Estate Activities. Furthermore, because
California amounts can differ from federal amounts before application of the
passive activity rules, the FTB has designed its own set of worksheets to
complete. As a result, the form is even more complex than the federal form.
In fact, California adjustments are often necessary for businesses and in-
vestors because of the past differences in the depreciation laws.

Page 1 (Parts L, II, and III) is fully automatic for most returns. When a federal
Form 8582 exists with the return, Form 3801 is translated from that form.
However, because of adjustments for law differences, it is possible for Form
3801 to be required even when the federal Form 8582 is not. If you made
any entries directly on Form 8582 for “Other passive activities,” you may
have to adjust those translated entries. However, entries from federal Sched-
ules C, D, E, F, and Forms 4797 and 4835 are automatically readjusted when
the California return is completed. Like the federal equivalent, this form may
not be complete and accurate until the final recalculation of the return, be-
cause it involves amounts from several other forms and worksheets. For fur-
ther details, refer to the details for Form 8582 in Chapter 17 of the main man-
ual.

Entry at line 6 required if no federal Form 8582 exists. In the unusual case
where a California Form 3801 is required while a federal Form 8582 is not,
you will have to make an entry above line 6 for “Federal modified AGI.” See
the details for Form 8582 in Chapter 2 of the Tax Forms Guide 2023 Edi-
tion for more information on how to determine the amount for this entry.
(Note that California uses the federal amount directly, rather than an adjust-
ed version based on California amounts.)

Page 2 (California Worksheets) is unique to California. In addition to page 1
of Form 3801, which is similar to page 1 of federal Form 8582, California
now requires you to file a second page that shows how differences between
federal and California amounts affect individual activities, forms, and sched-
ules. Because Tax Preparer is already fully automated, the second page is not
required for any calculations in the return. It is therefore included in the soft-
ware only to comply with the FTB instructions to include it with the return.

Passive Activity Worksheets. (Figure CA-7) The first part of page 2 of Form
3801 is a table that shows California adjustments to activities before applica-
tion of the passive activity rules. We provide a set of Passive Activity Work-
sheets in the same format as this table, allowing you to provide the data the
FTB requests if you so desire. Nevertheless, the calculations and validity of

the return are unaffected if you fail to complete these worksheets. All
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amounts for these worksheets are visible on screens 2 through 6 of California
Form 3801 and federal Form 8582. We recommend that you generate our
quick-print printouts, which show all information on the screens, for each of
these forms, and complete the worksheets as follows: (A quick-print printout
is generated by pressing the Quick-Print Key, F6 or ctrl-P, while viewing a
screen of the form you want to print.)

a.

Passive Activity.
Enter an appropri-

PASSIVE ACTIVITY WORKSHEET

ate CESleliel)) 5. passive Activity
(ESVINCHIMOEIRGIEY b. Federal Schedule..........
on the screen for I LR ETE-Tel [Te (TR - J0 .
h tion  vou I Federal Amount......

W) el v . calif. Adjustment.. ..
are reporting here. IR e- U § SRR\, 111] )
Use Table CA-4 as

a guideline. You Figure CA-7. Passive Activity Worksheet

can group like items together. For example, if you report rental real es-
tate in Part | of federal Schedule E and you sold the property, you can
combine the operating income on Schedule E with the sale income on
Form 4797 (California Schedule D-1), using a single Passive Activity
Worksheet for the entire activity.

Federal Schedule. Most items on federal Form 8582 relate to a particular
form or schedule and are identified in the titles on the screen. If you com-
bined amounts from different forms for the same activity onto one work-
sheet, list all such forms, such as E & 4797 for the preceding example.
Calif. Schedule. Most items on California Form 3801 have no official Cal-
ifornia form to which they relate. You can leave the entry blank for those
cases. But you should enter D, D-1, and 3805P when they apply.

Federal Amount. For activities whose amounts are shown on screens 2
and 3 of Form 8582, enter the total of “Gain for line 1a” minus “Loss for
line 1b” minus “Prior unallowed for 1c.” For all other activities enter the
analogous total for lines 2a, 2b, and 2c.

California Adjustment. For activities whose amounts are shown on
screens 2 and 3 of FTB 3801, enter the total of “Gain for line 1a” minus
“Loss for line 1b” minus “Prior unallowed for 1¢” minus the preceding en-
try for line d. For all other activities enter the analogous total for lines
2a, 2b, and 2c less line d, above.

California Amount. (auto-calc) Computed as line d less line e.
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Table CA-4. Entries for column (a) of Passive Activity Worksheets

FTB3801 suggested entry for Tine a
screen  Transfers from of Passive Activity Worksheet

2 Sch. E Part I Rental real estate
2 Sch. E Part II Partnership rental real
2 Sch. E Part III Estate/trust rental real
3 Schedule D-1 Rental real estate (or

describe property sold)
3 fed Form 4835 Farm rental income

3 Form 3805E Rental real estate (or de-
scribe
property sold in install-
ments)

4 Schedule C Business
4 Schedule D (describe property sold)
5 Sch. E Part I Rental real estate
5 Sch. E Part II Partnership rental real
5 Sch. E Part III Estate/trust rental real
5 Schedule F Farm
6 Schedule D-1 (describe property sold)
6 fed Form 4835 Farm rental income

California Adjustment Worksheets. The remainder of the page 2 of Form
3801 summarizes passive and nonpassive adjustments after application of the
passive loss rules for activities that are reported on Schedules C, E, and F.
This reporting is desired by the FTB because California has no equivalent to
these schedules, so their adjustments appear only as grand totals on Schedule
CA, Part |. Tax Preparer has worksheets in this California Supplement to show
the details of the adjustments. All amounts for the California Adjustment
Worksheet are therefore available from a viewing of Worksheets C, E, and F.
The California Adjustment Worksheets are therefore fully automated and re-
guire no manual entry.
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Form 3803 / Parent's Election to Report Child's Interest
and Dividends

Full conformity to federal Form 8814. California Form 3803 now conforms ful-
ly to the federal equivalent except for the tax rates. California taxes the first
$2,300 (for 2022) of the child’s interest and dividend income at a much lower
rate, and no special capital gains tax rates apply for California. As a result, all
data entry is performed for you automatically when you translate the federal
return to the California return. You can therefore consult the details for federal
Form 8814 in Chapter 2 of the Tax Forms Guide 2023 Edition for information
on data entry. Form 3803 is accessible through the Road Map above line 31
of Form 540.

CAUTION: Manual entry required on Schedule CA. Because there is no
dedicated line on Schedule CA for income adjustments from Form 3803,
YOU MUST MANUALLY COMPLETE A WORKSHEET for line 8z of Schedule
CA, Part |, Section B. On the worksheet, enter the following:
Description. Enter “FTB 3803” on this line.
A Federal amount (on 1040). Enter the amount shown for “Income on fed-
eral Form 8814, line 12” on screen 4 of Form 3803.
Adjustment for Schedule CA, Part I, line 8z. Enter the amount shown for
“Adjustment for Schedule CA, |, line 8z"on screen 4 of Form 3803.
The income subtraction and income addition for Schedule CA will then be
shown on lines B and C of the worksheet, respectively. /f you do not create
this worksheet, a DISCREPANCY will be shown at the bottom of screen 7
of Schedule CA, Part |.
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Form 3805E / Installment Sale Income

Near conformity to federal Form 6252. California Form 3805E appears to con-
form fully with the federal equivalent, even to the extent of line numbers and
descriptions. However, looks are deceiving because California has not yet con-
formed to recent changes in the federal law. California has conformed to few
of the changes to the Internal Revenue Code by the Restructuring and Reform
Act of 1998, none of the Tax and Trade Relief Extension Act of 1998, none
of the Miscellaneous Trade and Technical Corrections Act of 7999, and none
of the Ticket to Work and Work Incentives Improvement Act of 1999. For ex-
ample, California does not conform to the federal modification of the pledge
rules per the Ticket to Work and Work Incentives Act of 1999. (California did
not conform to the federal disallowance of the installment method for accrual
basis taxpayers, but the federal government has since retroactively repealed
that disallowance.) Note also that interest on deferred tax (Section 453,
453A) should be included on Form 540, line 64 as an additional tax. Form
3803E is accessible through the Road Map at line 1a of Schedule D and lines
4, 10, and 15 of Schedule D-1.

Exclusion for qualified small business stock eliminated. California has long
had a special deferral and exclusion of gain on the sale of certain small busi-
ness stock under R & TC sec. 18152.5. However, the California Court of
Appeals ruled in 2012 that it was unconstitutional. As a result, the exclu-
sion, formerly reflected in line 15 of Form 3805E and labeled “Sec 18152.5
exclusion” (since the line is designed for the home exclusion), is no longer
allowed.

Automatic for most taxpayers. In spite of the specific differences cited above,
California law is in general conformance with federal law. As a result, the
form is automatically translated from the federal form, and is automatically
linked with Schedule D-1 in the same way as federal Form 6252 is automati-
cally linked with Form 4797. As a result any adjustments on Schedule D-1
for differences between California and federal law are automatically reflected
in Form 3805E. It should therefore not be necessary to make adjustments to
Form 3805E for most sales in 1987 or later. Nevertheless, if Part Il is used
for sales prior to 1987, you may have to make adjustments to reflect past dif-
ferences in the law. Since the form is so much like federal Form 6252, see
the details for Form 6252 in Chapter 2 of the main Tax Forms Guide 2023
Edition for more information. (CAUTION: You must pay interest on deferred
tax on certain installment obligations, but this interest is not figured on Form
3805E. See FTB instructions for details.)
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Form 3805P / Additional Taxes on Qualified Plans (In-
cluding IRAs) and Other Tax-Favored Accounts

Only distributions are taxed, unlike federal Form 5329. This form is used to
compute an additional tax on certain withdrawals (distributions) from IRAs and
other retirement plans, annuities, modified endowment contracts, and medical
savings accounts (MSAs). It is used to enforce the tax rules for such plans,
assessing a penalty for not following the rules. However, whereas the federal
Form 8615 assesses penalties for excess contributions and accumulations in
addition to distributions, California Form 3805P assesses penalties only for
distributions. Early distributions are reported in Part I, Ed IRA distributions not
used for allowed education purposes are reported in Part Il, and MSA distribu-
tions not used for allowed medical purposes are reported in Part lll. See FTB
instructions for Form 3805P for details. Form 3805P is accessible through the
Road Map at line 63 of Form 540.

California Form 3805P Parts I and II match federal Form 5329 Parts I and II.
Parts | and Il of California Form 3805P reproduce Parts | and Il of federal Form
5329 line for line, except for the tax rates applied at lines 4 and 8. The
amounts subject to penalty are therefore taken automatically from the federal
Form 5329 through our translation of that form. The tax rate applied for Cali-
fornia at line 4 is 2-1/2% for most retirement plans, or 6% for SIMPLE plans,
in contrast with the federal rates of 10% and 25%, respectively. The tax rate
applied at line 8 is 2-1/2%, in contrast with the federal rate of 10%. See the
details for Form 5329 in Chapter 2 of the Tax Forms Guide 2023 Edition for
more information on Parts | and Il of Form 3805P.

Part IlI, Tax on distributions from Archer Medical Savings Accounts (MSAs).
This part is unique to the California form, but depends on federal Form 8853
(Medical Savings Accounts and Long-Term Care Insurance Contracts) for its
entries.
9 Taxable MSA distribution from federal Form 8853, line 8. Enter
amount from the federal form as indicated.
10a Do you meet any of the exceptions to the 10% tax? California con-
forms fully to the federal exceptions. Answer Yes here only if the
box on federal Form 8853, line 9a is checked. See the IRS Instruc-
tions for federal Form 8853 for details.
10b If not, multiply line 9 by 10%. (auto-calc) Computed as one-tenth of
line 9 if the above answer is No. Otherwise, computed as zero.

Summary of Parts I through IIL. The results from all three parts of Form 3805P
are summed here.
Total tax for Form 540, line 63. (auto-calc) Computed as the sum of lines
4, 8, and 10b, this result is posted to Form 540 for inclusion in line
63 (along with other taxes).
Extra line for personal memos. Provided for supporting statements that
will not be printed with the official return.
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Form 3885A / Depreciation and Amortization Adjust-
ments

Little conformity since September 11, 2001. to recent federal legislation from
1987 through Jan. 1, 1993, and starting January 1, 1997, but not otherwise.
California adopted the ACRS method for property placed in service in 1987 or
later, bringing it into conformity with the federal laws for several years. Con-
formity was less perfect in 1993 through 1996, but California caught up with
the federal laws in 1997. However, since September 11, 2001, California has
adopted few of the federal changes. Most notably, California has never
adopted the special “bonus” depreciation that has appeared off and on since
2001, including the huge increases in section 179 expensing starting in 2008
and the special “bonus” depreciation for most tangible property starting in
2008. This means that depreciation claimed on the federal return for newly
acquired property will typically be much higher than that claimed on the Cali-
fornia return for most property. And depreciation adjustments for property
placed in service before 1987 are necessary because California still followed
the federal pre-1981 depreciation methods up until 1987. As a result, the
translation from the federal Form 4562 is a good starting point but is seldom
the whole picture.

Multi-scheduling conforms to federal return. The requires that a separate
Form 4562 be completed for each separate business. The translation from
the federal return therefore creates a separate Form 3885A for each separate
copy of Form 4562 on the federal return. The automatic linking with the re-
turn matches the federal approach through the special California Worksheets
A, C, E, F, and 4835. The copy number, the indication of the supported
worksheet, and the business activity are therefore all automatically translated
from the corresponding copy of Form 4562. By contrast, the FTB instructs fil-
ers to omit Form 3885A when the activity is passive and reported on Form
3801. Nevertheless, the detail on Form 3885A is required in support of Form
3801 entries, so we retain the form even when the adjustments are passed
through Form 3801. (CAUTION: Although any federal Form 4562 associated
with a federal Form 2106 is translated to the California Form 3885A, any ad-
justments resulting on that copy of Form 3885A are not posted anywhere au-
tomatically. You must enter any adjustments on the appropriate lines of the
return, such as on Schedule CA, Part | or Part Il.)

CAUTION: View all worksheets after translation. Because the California for-
mat differs from the federal format, you MUST view all translated worksheets
for Form 3885A to ensure their proper calculation and posting. Moreover,
whenever you view ONE worksheet attached to a particular line, you must
view ALL worksheets attached to the same line in order to ensure that all
translated worksheets are included in the totals for the line.

Reshulffling of worksheets may be necessary. Because of the differences be-
tween California and federal formats, you may also need to remove some
worksheets translated from the federal return and add others. The California
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form separates new (2022) property from all other property, and California
law differed greatly from federal law before 1987. As a result there are three
time periods into which we separate the form for data entry purposes: 2022
property, 1987 through 2021 property, and pre-1987 property. However,
the federal form does not provide such a separation in some areas, most no-
tably for listed property, so our translation of worksheets from the federal re-
turn may include translation of some worksheets to the wrong groups. You
may therefore have to remove some translated worksheets (by means of the
Remove Key, shift-F3 or ctrl-R) and reenter their data in worksheets attached
to other lines. Areas where this must be done include the following:

Section 168 Property. The worksheets attached to line 15 of the federal
Form 4562 are translated to the Section 168 Worksheets for line 5
of the California form. However, the federal line can include prop-
erty placed in service during 2022. The worksheets for 2022 prop-
erty must be removed from line 5 and their data must be reentered
on a Section 168 Worksheet for line 3.

50-year Property. The worksheets attached to the line above line 22 of
the federal Form 4562 are translated to the MACRS/ACRS work-
sheets for line 5 of the California form. However, the federal line
can include property placed in service during 2022. The work-
sheets for 2022 property must be removed from line 5 and their da-
ta must be reentered on MACRS/ACRS Worksheets for line 3.

Listed Property. The worksheets attached to lines 25 through 29 of the
federal Form 4562 are translated to the MACRS/ACRS worksheets
for line 5 of the California form. However, the federal lines 25
through 29 and their attached worksheets may include property
placed in service during 2022 and property placed in service before
1987. Those Listed Property Worksheets must be removed from
line 5; the 2022 data must then be reentered on MACRS/ACRS
Worksheets for line 3, and the pre-1987 data must be reentered on
Pre-87 Depreciation Worksheets for line 5.

Other depreciation. Similar procedures may be necessary for the feder-
al “other depreciation” line above line 16 of federal Form 4562, but
only rarely. This line is used almost exclusively for pre-1981 prop-
erty on the federal return. But for the rare special cases of newer
property (1987 or newer) where ACRS depreciation methods are
not allowed on the federal return, you may have to remove the
worksheets and reenter them elsewhere.

Altering of entries on some other worksheets may also be necessary. Even
for worksheets that are already translated to the proper lines, you may have
to alter some entries on the worksheets because of past differences between
federal and California law.
Pre-1987 property. Adjustments are almost always required for property
placed in service before 1987, when California had not yet con-
formed to federal ACRS methods.
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Post-1992 property. Adjustments are often required for property placed
in service in 1993 or later if section 179 deductions were claimed.
The California ceiling remained at $10,000 until 1997 while the
federal ceiling rose to $17,500 in that time; the California ceiling
for 1997 was $13,000 while the federal one was $18,000; and the
California ceiling for 1998 was $16,000 while the federal one was
$18,500. (For 1999 both the California and federal ceilings were
$19,000, for 2000 both were $20,000, for 2001 and 2002 both
were $24,000, but since 2003 the California ceiling has been
$25,000 while the federal ceiling is a whopping $100,000 for
2003, $102,000 for 2004, $105,000 for 2005, $108,000 for
2006, $125,000 for 2007, $250,000 for 2008 and 2009, and
$500,000 since 2010, now made permanent.)

Post-9/10/01 property. California has no provision analogous to the fed-
eral special depreciation allowance for new property. Since the fed-
eral special allowance is mandatory unless you elect out of it, an
adjustment to the depreciation basis will almost always be neces-
sary.

Nonresidential real property after May 12, 1993, but before January 1,
1997. Finally, adjustments are also necessary for nonresidential real
property placed in service on or after May 13, 1993, but before
January 1, 1997, when the federal recovery period was increased
from 31.5 years to 39 years while the California recovery period re-
mained at 31.5 years.

PART I, IDENTIFY THE ACTIVITY AS PASSIVE OR NONPASSIVE. A single
Form 3885A applies to a single activity, and so relates to either a passive or a
nonpassive activity. When the activity is identified as passive, adjustments
are passed through Form 3801 and eventually reflected in Schedule CA, Part
I, through lines labeled as PAL adjustments. But when the activity is identi-
fied as nonpassive, adjustments are passed directly through Schedule CA.

1 Completed for passive Activity? (auto-calc) The answer to the passive
activity question is determined automatically based on your answers
on the worksheet or schedule to which this copy of Form 3885A is
attached. For an unattached copy or a copy for Schedule A, howev-
er, you may have to override the automatic entry.

Completed for nonpassive Activity? (auto-calc) Automatically the oppo-
site of the above answer.

PART II, ELECTION TO EXPENSE CERTAIN TANGIBLE PROPERTY. California
has an expensing provision similar to the federal provision for the year the
property is first placed in service. However, the California ceiling is only

$25,000 for 2022, in sharp contrast with the nominal federal ceiling of
$1,080,000 for 2022.

FTB Sec. 179 Calculations. In order to determine the deductible amount for
line 2 of Form 3885A, the FTB provides a worksheet in its instructions for
Form 3885A which parallels the lines in Part | of federal Form 4562, but with
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different dollar limits and with qualified zone lines omitted. The worksheet ap-
pears on the screen, but you should refer to the instructions for Part | of Form
4562 that appear in Chapter 2 of the Tax Forms Guide 2023 Edition for de-

tails.

1 Maximum dollar limitation. (auto-calc) Normally $25,000 for 2022.

MFS: cost of section 179 property for spouse. If married filing separate-
ly, your spouse's property also counts for line 2.

2 Total cost of sec 179 property placed during the tax year. (auto-calc)
Computed as the total cost of assets for which you claim section
179 deductions at lines 6a (taken from your entries on the Section
179 Worksheets) and 6b (taken from your entries on the Listed
Property Worksheets), plus, if married filing separately, all of the
spouse's other Section 179 property.

3 Threshold cost before reduction in limitation. (auto-calc) Automatical-
ly $200,000.

4 Reduction in limitation. (aufo-calc) An excess cost is computed here
as the total cost in line 2 less the threshold in line 3, but no less
than zero.

MFS: $ deviation from 50/50 rule. (For MFS filing status ONLY.) The dol-
lar limitation is line 1 less line 4, but married taxpayers filing sepa-
rately must split this amount between themselves. A 50/50 split is
normal, but the FTB allows you to make a different split as long as
the two of you deduct no more than the dollar limitation on both of
your returns combined. This line is therefore provided to alter the
split by allowing you to enter a dollar adjustment to the 50/50 split
ranging from line 1 less line 4 to line 4 less line 1.

5 Dollar limitation for the tax year. (auto-calc) Computed as line 1 less
line 4, plus the preceding deviation if married filing separately, but
no less than zero.

6 Other than listed property. (Supported by the Section 179 Work-
sheet.) The claim for property placed in service in the current tax
year is detailed here for all except listed property. The Section 179
Worksheets for this line are translated from the federal Section 179
Worksheets that support line 6 of federal Form 4562.

7 Listed property. (Supported by the Section 179 Worksheet.) The
claim for listed property is shown here. The Section 179 Work-
sheets for this line are translated from the federal Listed Property
Worksheets that support lines 26 and 27 of federal Form 4562. All
listed property worksheets are translated to this line, but only new
property will have a section 179 deduction. You may therefore
want to remove the extraneous worksheets with the Remove Key
(shift-F3 or ctrl-R), but their presence will not affect the calculations
for the return nor the official printouts for the FTB.

8 Total elected section 179 cost. (auto-calc) Computed as line 6 plus line
7.

9 Tentative deduction. (auto-calc) Computed as the lesser of line 5 or
line 8. Limitations A and B on the second page of the Form 4562
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section of Chapter 2 of the main Tax Forms Guide 2023 Edition are
enforced here.

10 Carryover of disallowed deduction from 2021. Enter here any
amount of section 179 deduction disallowed on the California return
in 2021 because of the limitation of the deduction to taxable busi-
ness income.

Adjustment to taxable income limitation. The software takes into ac-
count all wages and self-employment income throughout the return,
but does not prorate it among separate Forms 4562. As a result, if
you have more than one Form 3885A with Sec. 179 deductions,
you will have to make a negative entry here to reduce the limitation
on line 11 by the amount allocated to other Forms 3885A.

11 Taxable income limitation. (auto-calc) The limitation is applied here.

12 Section 179 expense deduction. (auto-calc) Computed as the lesser
of line 11 or the sum of lines 9 and 10. This amount is carried to
line 2 of Form 3885A, below.

13 Carryover of disallowed deduction to 2023. (auto-calc) Computed as
line 9 plus line 10 less line 12, this is the amount disallowed due to
the taxable income limitation on line 11, and can be used on next
year's Form 3885A.

2 Amount from FTB worksheet. (auto-calc) Taken as line 12 of all the above
FTB Sec. 179 Worksheets, this is the amount of the California deduction for
section 179 expense. The adjustment relative to the federal amount is figured
after line 8, because line 8 includes the federal Sec. 179 deduction in addi-
tion to all other depreciation.

PART III, DEPRECIATION. All depreciation other than the Section 179 deduc-
tion is figured here. The only details actually printed on the California Form
3885A are those for property newly placed in service in 2022. But the bulk
of the calculations for the adjustments to be posted to Schedule CA, Part |,
apply to earlier years, especially before 1987, when California differed most
appreciably from federal law. CAUTION: California has not conformed to fed-
eral provisions for a special “bonus” depreciation for property placed in ser-
vice in 2022.

3 2022 California depreciation. (Supported by the MACRS/ACRS Work-
sheet.) These worksheets are translated from the worksheets for
lines 19a through 20c of federal Form 4562, all of which are used
solely for property newly placed in service in 2022. CAUTION: If
the lines on the federal Form 4562 for 50-year Property or Listed
Property include property newly placed in service in 2022, you must
remove those worksheets from the set at line 5 and reenter the data
anew on the worksheets for THIS line.

2022 Cadlifornia section 168 property. [(Supported by the Section
168(f)(1) Worksheet.) No federal worksheets are translated to this
line, so if any property reported on line 15 of the federal Form 4562
was placed in service in 2022, you must remove the corresponding
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Section 168 Worksheet that is translated to line 5 and reenter its da-
ta on a worksheet attached to this line.

2022 California listed property. (Supported by the Listed Property
Worksheet.) No federal worksheets are translated to this line, so if
any property reported on lines 25 through 29 of the federal Form
4562 was placed in service in 2022, you must remove the corre-
sponding Listed Property Worksheet that is translated to line 5 and
reenter its data on a worksheet attached to this line.

4 Add amounts on line 3, column (f). (auto-calc) Computed as the sum
of line (f) for the above depreciation worksheets, this is the total
ONLY for newly placed property.

5 California depreciation for assets placed prior to 2022. A number of
separate sets of worksheets support this line because of differences
between the federal and California forms and laws over the years.
The data for most worksheets for property placed in service after
1986 or before 1993 will not need to be modified because of close
conformance of California law to federal law. But see the preceding
shaded areas for exceptions.

Pre-2022 California section 168(f)(1) property. (Supported by the Sec-
tion 168(f)(1) Worksheet.) Translated from line 15 of federal Form
4562, including all worksheets attached to the line. You must modi-
fy the translated worksheets only to reflect past differences in the
law. Be sure to remove worksheets from this line for any property
newly placed in service in 2022, and reenter it in Sec. 168 Work-
sheets for line 3. (This line is reserved for property you elect on the
federal return to depreciate by the units-of-production method or any
other method not based on a term of years.)

1987 to 2021 California ACRS property. (Supported by the
MACRS/ACRS Worksheet.) Translated from line 17 of federal Form
4562. MACRS depreciation was allowed by California starting in
1987, so you will rarely have to modify the amounts translated to
these worksheets from the federal Form 4562 unless you claimed
section 179 deductions after 1992 or claimed depreciation for non-
residential real property placed after May 12, 1993.

Pre-1987 California ACRS property. (Supported by the Depreciation
Worksheet for Pre-87 ACRS Property.) Translated from the line two
lines above line 16 of federal Form 4562. All ACRS Worksheets are

translated to Depreciation Worksheets of the type described in the
Tax Forms Guide 2023 Edition for “Other depreciation” at line 16 of
Form 4562 because California did not allow ACRS depreciation
methods before 1987. For each worksheet you must adjust the ba-
sis, enter past depreciation claimed on the California return, and se-
lect the depreciation method you have used for the property on the
California return in the past.

Pre-2022 California other depreciation. (Supported by the Depreciation
Worksheet.) Translated from the line above line 16 of federal Form
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4562. For this line, you must often alter the entries for all translat-
ed worksheets to reflect past differences in the law.

1987 to 2021 California listed property. (Supported by the Listed Prop-
erty Worksheet.) Translated from the worksheets that support lines
26 and 27 of federal Form 4562. MACRS depreciation was allowed
by California starting in 1987, so you may not have to modify the
amounts translated to these worksheets from the federal Form 4562
for post-1986 property. However, because California limitations for
section 179 deductions differed from federal limitations starting in
1993, you may have to change the depreciation basis for these
properties. CAUTION: Because the federal form reports both new

and old listed property on the same line, some worksheets for pre-
1987 property may be translated to this line. The results for those

worksheets will be automatically zeroed when you view the support-
ing pages, but you will have to reenter the data on the worksheets
for the proper lines.

Pre-1987 listed property. (Supported by the Depreciation Worksheet for
Pre-87 Listed Property.) The data for any Listed Property Work-

sheets, above, that is zeroed because it is for post-1986 property
must be reentered on these worksheets. For each worksheet page
for pre-1987 property you must adjust the basis as necessary, enter
past depreciation claimed on the California return, and select the de-
preciation method you have used for the property on the California

return in the past.
5 California depreciation for assets placed prior to 2022. (auto-calc)

Computed as the results from all of the above worksheets.

6 Total California depreciation. (auto-calc) Computed as the sum of
lines 2, 4, and 5.

7 Total federal depreciation. Translated from line 22 of federal Form
4562.

8 Depreciation adjustment. (auto-calc lines) Line 8a is computed as line
6 less line 7, but no less than zero, and line 8b is computed as line 7
less line 6, but no less than zero. Note that these adjustments are
NOT necessarily posted directly to Schedule CA, Part I, because of
the involvement of Form 3801 for passive activities.

PART IV, AMORTIZATION. The amortization adjustment is nominally deter-
mined by comparing the deductions claimed in the following worksheet with
those claimed on the federal form:

9 2022 amortization. (Supported by the Amortization Worksheet.) This
line is translated from line 42 of federal Form 4562, which is used
for reporting the amortization of 2022 property.

10 Total California amortization. (auto-calc) Computed as the sum of
line (f) for all above amortization worksheets, this is the total ONLY
for newly placed property.

11 California amortization for property placed before 2022. (Supported

by the Amortization Worksheet.) This line is translated from line 43
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of federal Form 4562, which is used for reporting the amortization
of pre-2022 property. Several particulars of the California law differ
from the federal law, especially for amortization initiated several
years ago, so the worksheet entries transferred from the federal re-
turn may have to be altered.

12 Total California amortization. (auto-calc) Computed as the sum of
lines 10 and 11.

13 Total federal amortization. Translated from total amortization at line
44 of federal Form 4562.

14 Amortization adjustment. (auto-calc) Line 14a is computed as line
12 less line 13, but no less than zero. Line 14b is computed as line
13 less line 12, but no less than zero. Note that these adjustments
are NOT necessarily posted directly to Schedule CA, Part I, because
of the involvement of Form 3801 for passive activities.

Extra line for personal memos. Provided for supporting statements that will
not be printed with the official return.

Allocation to Schedule CA, PartI. The net adjustment from all activities is the
sum of lines 8a and 14a less the sum of lines 8b and 14b from both the non-
passive and passive sections. Worksheets A, C, E, F, and 4835 are used to
collect all adjustments from Form 3885A, then the nonpassive parts are post-
ed directly to Schedule CA, Part I, which those worksheets support through
the Road Map. The passive parts are passed through Form 3801 before sepa-
rate posting to Schedule CA, Part I.

Form 3885A may be omitted from a printout of the complete return. Califor-
nia instructs you not to file Form 3885A if it results in no California adjust-
ment. As a result, it is omitted from an official printout of the complete re-
turn when lines 8(a), 8(b), 14(a), and 14(b) are all zero.
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Form 5805/5805F / Underpayment of Estimated Tax

HINT: It may be advisable NOT to file Form 5805. Thanks to an offer from
the FTB, there is a strong impetus for not filing this form yourself. If you file
Form 5805 and compute the penalty yourself, you must pay the penalty with
the return; but if you let the FTB compute the penalty, you do NOT have to
pay the penalty when you file, but only when the FTB bills you. Neverthe-
less, we provide the form with its full automation so that taxpayers are not
caught unaware of a penalty they may owe.

Automatically generated. A California Form 5805 is automatically created
during translation if a federal Form 2210 was completed. However, you may
not need to file this form if there is no question of a penalty, and you may
therefore want to remove the form from the California return. If no Form 2210
existed on the federal return, but the software determines that you may be
subject to a penalty on the California return, Form 5805 will be automatically
generated and completed for you. However, you can block its auto-creation
through our Control Form. CAUTION: In order for the automated Form 5805
to take into consideration the special exceptions that are based on 2021
amounts, you must supply the information from the 2021 California return by
completing screen 3 of the Control Form. That information is not available au-
tomatically because the return is translated from the 2022 federal return, not
the 2021 California return. Form 5805 is accessible through the Road Map
from line 113 of Form 540.

Farmers and fishermen get an extra break. Like federal Form 2210-F, quali-
fying farmers and fishermen can use California’s Form 5805F to compute the
penalty rather than Form 5805. It generally provides a lower penalty, more
exceptions, and an ability to avoid all late-payment penalties if you file and
pay all tax due by March 1, 2023. It is built into the software and automati-
cally used in place of Form 5805 when applicable.

Fully automatic for most taxpayers. The form is automatically completed and
computed based on the withholding and estimated tax payments reported on
Form 540 and our Control Form, but there are some cases that may require
your attention in order for the software to compute the lowest possible penal-
ty:

(1) If you qualify for an exception based on your prior-year tax return, you
must enter information from the prior-year return on our Control Form in
order to benefit from the exception.

(2) If you were a farmer or fisherman in 2021 or 2022, you must supply ad-
ditional information on screen 3 in order to benefit from the favorable
treatment of Form 5805F.

(3) If you made any quarterly estimated tax payment before its due date, you
will have to override penalty calculations in order to get credit for early
payments because the software assumes that all payments are made on
their due date.
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(4) If significantly more wages were earned in later quarters than initial quar-
ters, you will have to override the equal amounts shown on screen 3
(above line 3) in order to minimize your penalty. Otherwise, the software
assumes that all W-2 wages were earned uniformly throughout the year.

(5) If you earned significantly more income later in the year than you did ear-
lier in the year, you may benefit from the use of the annualized install-
ment method, but will have to supply additional information on a separate
form (accessed from screen 4).

(6) If you qualify for a waiver of the penalty, usually due to involvement in a
federally-declared disaster that prevented you from paying your estimated
taxes on time, you must claim the waiver in a supporting statement for
the first entry on screen 4.

Special requirements for entries on absolute positioning Form FTB 5805.
Form 5805 is among the FTB absolute positioning forms (including Form
540, Schedule CA, Form FTB 3514, and Schedule X) that must comply
with strict FTB specifications, including position, format, and allowed char-
acters:

(1) Monetary data must be printed LEFT-justified within defined boxes on
the graphic forms and must have NO punctuation (no commas nor
decimal points).

(2) Text data must be printed left-justified and upper case, and must gener-
ally be devoid of any punctuation or symbols, with a few specified
exceptions that allow slashes (/) and dashes (-). And many of them
must also be devoid of leading spaces and embedded spaces, includ-
ing your entry for the first name of taxpayer and spouse.

(8) The location of data on the printed form must be exactly as specified by
the FTB. There is no allowance for extra lines for itemized lists or
flags not specified by the FTB.

INFORMATION FROM 2021 AND 2022. The first screens of this form collects
information from the prior-year and current returns.

Information from 2021. The top of screen 1 shows two amounts from 2021 —
2021 tax liability less credits and 2021 withholding taxes — which are com-
puted from the prior-year amounts you entered on screen 3 of the Control
Form.

Information from 2022. The remainder of screen 1 shows critical amounts
from the current Form 540, including AGI, withholding taxes, amount you
owe, and the amount you are paying or paid with the return when filed, plus
the following data entry line that you must complete:

Date return filed. You must enter the date the Form 540 return will be
filed in the standard mm/dd/yy format so that the software will com-
pute the penalty only up to that date. If you make no entry here, the
date April 15, 2023 is entered for you, but you can change the date
at any time. (Note that dates after April 15, 2023 are treated com-
putationally the same as April 15, 2023 because Forms 5805 and
5805F are designed by the FTB only to compute a penalty up to that
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date. Penalties that apply after that date are computed only by the
FTB, and a bill for the amount they compute is sent to you.)

EXCEPTIONS. Three exceptions to the underpayment are available for a Cali-
fornia return for which there is no parallel for a federal return. They are repre-
sented by the three bullets in the box at the top of the official FTB Form
5805. The third screen of Form 5805 shows whether or not you are qualified
for any of these exceptions. If you are, Form 5805 does not apply to you and
no penalty is computed. Except for a question you must answer to claim the
3" exception, these screens are fully automatic. If you qualify for any of these
3 exceptions, your penalty will be zero.

1 Were you required to pay LESS than $500 ($250 if MFS) with either your
2021 or 2022 tax return? If so, you qualify for an exception.

a For 2022: Form 540, line 48 (excluding any Schedule G-1 and Form
5870A tax), 61, and 62 less line 74. (auto-calc) Taken from the last
line on screen 1 of this form, this is the current-year tax upon which
the penalty is based.

b 2022 Form 540 lines 71 and 73. [(auto-calc) Computed from the
amounts on screen 1 of this form, this is the sum of withholding
from wages and other sources.

¢ Subtract line b from line a. (auto-calc) Computed as indicated.

Qualify for 2022 exception 1. (auto-calc) If line ¢ is less than $500
($250 if married filing separately), you qualify and the penalty on
Form 5805 will be zero.

d For 2021: Form 540, line 48 (excluding any Schedule G-1 and Form
5870A tax), 61, and 62 less line 74. (auto-calc) Taken from screen 1

of this form.
e 2021 Form 540 lines 71 and 73. (auto-calc) Taken from screen 1 of this
form.

f Subtract line e from line d. (auto-calc) Computed as indicated.
Quualify for 2021 exception 1. (auto-calc) You qualify if line f is less than
$500 ($250 if married filing separately).

2 Your 2021 return was for a full 12 months and you did not have any tax lia-
bility on that return? If so, you qualify for an exception.
a For 2021: Form 540 line 48 (excluding any Schedule G-1 and Form
5870A tax), 61, and 62 less lines 74 . (auto-calc) Taken from screen
1 of this form.
Quualify for exception 2. (auto-calc) You qualify if the above amount is
zero and you answered Yes to “2021 amounts entered for Form
5805” on the Control Form.

3 Were 2022 estimated tax plus withholding payments at least 90% of 2022
tax or 100% of 2021 tax liability (110% if 2021 AGI was more than $150,000,
$75,000 if married filing separately)? If so, you may qualify for an exception,
but further requirements apply as noted below.
2022 tax paid in required installments? You cannot qualify for the ex-
ception unless you can answer Yes.
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a 2022 Form 540 lines 71, 73, and estimated tax payments in 72. (au-
to-calc) Computed as withholding on screen 1 of this form, but
adding estimated tax payments included in line 72 of the current
Form 540. (Payments in line 72 that stem from a filing extension are
excluded.)

b Tax on 2022 Form 540, line 48 (excluding any Schedule G-1 and Form
5870A tax), 61, and 62 less line 74. (auto-calc) Taken from the last
line on screen 1 of this form, which is the result of the special work-
sheet for 2022.

c Divide line a by line b. (auto-calc) Computed as indicated.

Qualify for 2022 exception 3. (auto-calc) You qualify if line c is at least
0.9.

d Tax on 2021 Form 540, line 48 (excluding any Schedule G-1 and Form
5870A tax), 61, and 62 less line 74. (auto-calc) Taken from screen 1
of this form.

e Divide line a by line d. (auto-calc) Computed as indicated, but no
more than 1.1.

Quualify for 2021 exception 3. (auto-calc) You generally qualify if line e is
one or more (1.1 or more if 2021 AGI was more than $150,000, or
$75,000 if married filing separately). However, if the 2022 Califor-
nia AGl is $1,000,000 or more ($500,000 or more if married/RDP
filing separately), this exception based on 2022 amounts is not al-
lowed.

Remainder of form parallels federal Form 2210 and is fully automatic unless
you request a waiver, choose the Annualized Income Installment Method, or
claim nonuniform withholding. The remaining parts of the basic Form 5805
parallel federal Form 2210, including Form 2210-F for farmers and fishermen,
although certain percentages differ. The Annualized Method portion of Form
5805 also parallels corresponding portion of federal Form 2210, except for
the omission of a self-employment section. You should therefore consult the
detailed instructions for Form 2210 in Chapter 2 of the Tax Forms Guide
2023 Edition for additional understanding about the remainder of the form.

Form 5805 printout may be unintuitive when the Regular Method is used. Un-
like the IRS, the FTB does not include the Regular Method on the Form 5805
to be filed. Instead, they provide a Worksheet Il in the instructions and in-
struct you to enter the penalty resulting on that worksheet (Worksheet line 14
for 2022) on the last line of page 2 of Form 5805 (line 13 of Form 5805),
which would otherwise be the penalty for the Short Method, and leave the
rest of the Short Method section left blank. Although our on-screen displays
more logically keeps the Short Method screen (screen 7) and the Regular
Method screens (screens 8 through 11 for 2022) separate, the software fol-
lows the FTB instructions in the printing of the form to be filed with the FTB,
as illogical as it may seem.

CA-169



HowardSoft

Worksheet B

Worksheet B / Interest and Dividends

Collects adjustments to federal Schedule B. This worksheet is not an FTB
form or schedule but is built into the software to make the automation of the
return complete. It collects relevant data on federal Schedule B and computes
adjustments for California Schedule CA, Part |, based on amounts that are
taxed differently on federal and California returns.

INTEREST INCOME. Adjustments to interest reported on federal Schedule B
are computed here.
Federal taxable interest for Schedule CA, Part I, line 2b, column A. The
total on line 4 of federal Schedule B is translated to this line, which
is posted to Schedule CA, Part I, Section A, line 2b, column A.

U. S. Savings Bonds on federal Schedule B, line 2. The indicated
amount is translated from the federal Schedule B line labeled “US
Savings bonds, etc,” which is identified on the 1099-INT work-
sheets. California DOES NOT tax interest on bonds or obligations of
the U. S. or its territories, even though the federal government
does.

Bonds excluded on federal Schedule B, line 3. The indicated amount is
translated from the indicated line of federal Schedule B. It is the
part of the preceding amount that is NOT included in federal AGI.

U. S. Savings Bonds in federal AGI. (auto-calc) Computed as the total
U. S. Savings Bond amount less the preceding exclusion.

Other amounts taxed by federal but not California. Enter here any oth-
er U. S. obligations that are included in line 2 of the federal Sched-
ule B. Be sure to include tax-free interest passed through to you
through S corporations, partnerships, and trusts, which are taxed on
the federal return. Do not include, however, amounts that are tax-
able by California, such as all interest from FNMA bonds, GNMA
bonds, and FHLMC securities.

INTEREST SUBTRACTION for Schedule CA, Part I, line 2b, column B. (au-
to-calc) Computed as the U. S. Savings Bonds in federal AGI plus
the preceding entry, this result is posted to Schedule CA, Part I,
Section A, line 2b, column B.

California taxable amount included in Form 1040, line 2a. The indicat-
ed amount is translated from the federal Schedule B line labeled
“Taxable ONLY by state,” which is identified on the 1099-INT work-
sheets. California DOES tax interest on state and municipal bonds
or obligations issued by other states or localities within other states,
including the District of Columbia.

Other amounts taxed by California but not federal. Enter here any in-
terest from other non-California government obligations not included
in federal AGI.

INTEREST ADDITION for Schedule CA, Part I, line 2b, column C. [(au-
to-calc) Computed as the California taxable amount in 1040 line 2b
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plus the preceding entry, this result is posted to Schedule CA, Part |,
Section A, line 2b, column C.

DIVIDEND INCOME. Adjustments to dividends reported on federal Schedule B
are computed here.
Federal taxable dividends for Schedule CA, Part I, line 3b, column A. The
total on line 6 of federal Schedule B is translated to this line, which
is posted to Schedule CA, Part I, Section A, line 3b, column A.

Federal Form 8814, line 9 in above. Translated from the federal return,
this is the amount of qualified dividends taxed through Schedule B
instead of Form 8814 in accordance with a prorationing that is com-
puted on Form 8814.

Quualified dividends in California Form 3803, line 6. (Road Map line,
supported by Form 3803) This is the amount of income in Form
3803, line 6, that must be reflected in Schedule CA, Part I, Section
A, line 3b, rather than Schedule CA, Part I, Section B, line 8f, be-
cause it is qualified dividends.

Child’'s dividends for Federal return but not California return. (au-
to-calc) Computed as the amount by which federal Form 8814, line
9, exceeds the qualified dividends in Form 3803, line 6, if any, this
is a subtraction adjustment for dividends.

Other taxed by Federal but not California. Enter any other amounts for
a subtraction adjustment.

DIVIDEND SUBTRACTION for Schedule CA, Part I, line 3b, column B. (au-
to-calc) Computed as the sum of the preceding two lines, this result
is posted to Schedule CA, Part |, Section A, line 3b, column B.

Child’'s dividends for California return but not Federal return. (au-
to-calc) Computed as the amount by which qualified dividends in
California Form 3803, line 6, exceed the qualified dividends on fed-
eral Form 8814, line 9, if any, this is an addition adjustment for divi-
dends.

Other taxed by California but not Federal. Enter any other amounts for
an addition adjustment.

DIVIDEND ADDITION for Schedule CA, Part I, line 3b, column C. (au-
to-calc) Computed as the sum of the preceding two lines, this result
is posted to Schedule CA, Part I, Section A, line 3b, column C.

Extra line for personal memos. Provided for supporting statements that will
not be printed with the official return.
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Worksheet C / Business Income

Collects adjustments to federal Schedule C. This worksheet is not an FTB
form or schedule but is built into the software to make the automation of the
return complete. It collects relevant data on each federal Schedule C and the
results from Form 3801 (Passive Activity Loss Limitations) and Form 3885A
(Depreciation and Amortization Adjustment), then allocates the results to the
proper adjustment lines on Schedule CA (California Adjustments Schedule).
Form 3801 and the copy of Form 3885A that is attached to this worksheet
are accessible through Road Map lines on this worksheet. The worksheet is
printed as a part of the return in support of the entries that appear on Sched-
ule CA.

Fully automatic for a translated return. All lines on this worksheet are either
translated lines, Road Map lines, or auto-calc lines. As a result no manual en-
tries are required. (See the details for federal Schedule C in Chapter 2 of the
main Tax Forms Guide 2023 Edition.)

CAUTION: Federal business code required on this worksheet. This entry (on
screen 1 of Schedule C) is translated from your entry for the federal Principal
Business Activity (PBA) Code on line B of the federal Schedule C. The 6-digit
number on this line for copy 1 of Worksheet C is printed along with the tax-
payer name and address at the top of Form 540. Reporting the PBA number
to the FTB /s _now mandatory. The FTB is authorized to disclose this PBA
code, along with other personal information like SSN and address, to city tax
officials under specific limited circumstances.
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Worksheet E / Supplemental Income

Collects adjustments to federal Schedule E. This worksheet is not an FTB
form or schedule but is built into the software to make the automation of the
return complete. It collects relevant data on federal Schedule E and the re-
sults from Form 3801 (Passive Activity Loss Limitations) and Form 3885A
(Depreciation and Amortization Adjustment), then allocates the results to the
proper adjustment lines on Schedule CA (California Adjustments Schedule).
Form 3801 and the copy of Form 3885A that is attached to this worksheet
are accessible through Road Map lines on this worksheet. The worksheet is
printed as a part of the return in support of the entries that appear on Sched-
ule CA, Part I. (See the details for federal Schedule E in Chapter 2 of the main
Tax Forms Guide 2023 Edition.)

Additional entries may be required. Although the form is automatically com-
pleted from translated lines and Road Map lines, further adjustment may be
necessary; not all required information is available on the federal return, and
amounts reported to you (from partnerships, etc.) on California Schedules K-1
may be different from amounts reported to you on federal Schedules K-1.

Part I, Rental Property. The allocation of rental property income and loss for
federal Form 8582 does not separately reflect the allocation for the deprecia-
tion part of the income or loss. As a result, if you have an adjustment for de-
preciation for your rental properties (on the Form 3885A that is attached to
this worksheet), you must alter the translated amounts destined to Form 3801
yourself to reflect the adjustment. When you fail to do so, a nonzero amount
will appear on one of the lines labeled “ERROR in above gain allocation” or
“ERROR in above loss allocation.” Unless the ERROR is zero, the accuracy of
Form 3801 cannot be assured.

Parts II and III, Partnerships, etc. Adjustments to the entries translated from
the federal return are necessary in these two sections when the amounts re-
ported to you on California Schedules K-1 are different from those reported to
you on federal Schedules K-1. A/l Partnership and Estates/Trusts Worksheets
from the federal return are translated, so only the K-1 lines need be changed.
The losses disallowed from Form 3801 are computed automatically and re-
flected in the results for this section.

Part IV, Farm Rental Income. (Road Map lines, supported by Worksheet
4835.) Adjustments to Form 4835 are performed on the supporting work-
sheet, not here. The results are reported here rather than directly on Schedule
CA, Part |, only because the results for federal Form 4835 are reported on
federal Schedule E. All adjustments on Worksheet 4835 are passed through
Schedule E without modification.

Allocation to Schedule CA, Part I. The allocation of adjustments from all sec-
tions to Schedule CA is fully automatic. Amounts are separated into passive
and nonpassive parts to ensure the proper automation of the return.
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Worksheet F / Farm Income

Collects adjustments to federal Schedule F. This worksheet is not an FTB
form or schedule but is built into the software to make the automation of the
return complete. It collects relevant data on each federal Schedule F and the
results from Form 3801 (Passive Activity Loss Limitations) and Form 3885A
(Depreciation and Amortization Adjustment), then allocates the results to the
proper adjustment lines on Schedule CA (California Adjustments Schedule).
Form 3801 and the copy of Form 3885A that is attached to this worksheet
are accessible through Road Map lines on this worksheet. The worksheet is
printed as a part of the return in support of the entries that appear on Sched-
ule CA, Part I.

Fully automatic for a translated return. All lines on this worksheet are either
translated lines, Road Map lines, or Auto-calc lines. As a result no manual en-
tries are required. See the details for federal Schedule F in Chapter 2 of the
regular Tax Forms Guide 2023 Edition.
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Worksheet 4835 / Farm Rental Income

Collects adjustments to federal Form 4835. This worksheet is not an FTB
form or schedule but is built into the software to make the automation of the
return complete. It collects relevant data on federal Form 4835 and the re-
sults from Form 3801 (Passive Activity Loss Limitations) and Form 3885A
(Depreciation and Amortization Adjustment), then allocates the results to the
proper adjustment lines on Worksheet E. The adjustments then make their
way to Schedule CA (California Adjustments Schedule) through Schedule E.
Form 3801 and the copy of Form 3885A that is attached to this worksheet
are accessible through Road Map lines on this worksheet. The worksheet is
printed as a part of the return in support of the entries that appear on Sched-
ule E and Schedule CA.

Fully automatic for most taxpayers for a translated return. Except for two
lines for California adjustment, this worksheet is comprised of translated lines,
Road Map lines, or auto-calc lines. As a result only the adjustment lines may
require your manual entry. See the details for federal Form 4835 in Chapter 2
of the regular Tax Forms Guide 2023 Edition.
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Form 540-ES / Estimated Tax Worksheet

Parallels federal Form 1040-ES. With the exception of the difference de-
scribed in the shaded box, below, the operation of this form parallels the oper-
ation of federal Form 1040-ES, so it is not separately detailed here. For most
taxpayers the completion of the form will be fully automatic, based on expect-
ed changes translated from the federal Form 1040-ES and automatic transfers
from the California Form 540. See the section for federal Form 1040-ES in
Chapter 2 of the main Tax Forms Guide 2023 Edition for details.

Required payments no longer equal. Starting with 2009, unlike federal
Form 1040-ES, required quarterly installments are no longer one-quarter of
the annual shortfall of tax for California Form 540-ES. The FTB started the
change with the 2009 Form 540-ES, requiring that the first two install-
ments be 30% of the required annual payment, leaving 20% for each of the
last two installments. The FTB changed the requirements again for the
2010 Form 540-ES (and it remains that way for 2022), requiring 30% of
the required annual payment for the first and last installment, 40% for the
second installment, and zero for the third installment. Evidently the FTB is
attempting to help California in its financial problems by accelerating the
payment of estimated taxes! This change is reflected in the nominal amount
computed by the software for each Form 540-ES voucher. You can use the
adjustment lines at the bottom of screen 6 to reflect an uneven distribution
of income over the year.
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Schedule X / California Explanation of Amended Return
Changes

Replaces former Form 540X with a new role. California had long conformed
with the IRS approach to amended returns, requiring the filing of a Form 540X
return backed by changes from the previously-file Form 540 return. But start-
ing with tax year 2017, you must file the revised Form 540 return marked
"Amended Return” on page 1 of Form 540 and include Schedule X with the
return. Unlike federal Form 1040X, California Schedule X is subordinate to
Form 540 and does not detail the changes. Instead, it provides only a reconcil-
iation of the original refund or payment with the new amount due or refund,
as reflected on the revised Form 540, determining any additional payment due
or additional refund along the way, and a section for describing the reasons
for filing an amended return. Schedule X is accessible through the Road Map
from the bottom of the last screen of Form 540.

TIP: Create Schedule X before making changes to the Form 540 return. To
minimize the manual entries you have to make on Schedule X, we recommend
that you create Schedule X when the Form 540 return still reflects the entries
on the Form 540 return as originally filed. If you do so, you will not have to
make any entries on lines 1 through 7 of the schedule unless the FTB in-
creased your refund after you filed the original return or you paid any addition-
al amount after you filed the original return.

Special requirements for entries on absolute positioning Schedule X.
Schedule X is among the FTB absolute positioning forms (including Form
540, Schedule CA, Form FTB 3514, and Form FTB 5805) that must comply
with strict FTB specifications, including position, format, and allowed char-
acters:

(1) Monetary data must be printed LEFT-justified within defined boxes on
the graphic forms and must have NO punctuation (no commas nor
decimal points).

(2) Text data must be printed left-justified and upper case, and must gener-
ally be devoid of any punctuation or symbols, with a few specified
exceptions that allow slashes (/) and dashes (-). And many of them
must also be devoid of leading spaces and embedded spaces, includ-
ing your entry for the first name of taxpayer and spouse.

(8) The location of data on the printed form must be exactly as specified by
the FTB. There is no allowance for extra lines for itemized lists or
flags not specified by the FTB.
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PART I, FINANCIAL ADJUSTMENTS - RECONCILIATION. As a direct result of
California's new approach to amended returns, the only requirement for an
amended return is to complete of the short Schedule X, including the required
explanation of the changes.

1 Amount you owe. (auto-calc) Taken as the amount on line 111 of the
revised Form 540, this line will be automatically updated as you
make changes to the return.

Refund shown on original return. If you created this Schedule X be-
fore making any changes to the original Form 540 return, this entry
will already be correct. Otherwise, you must enter the amount on
line 111 of the original Form 540.

$ applied to 2023 estimated tax. If you created this Schedule X before
making any changes to the original Form 540 return, this entry will
already be correct. Otherwise, you must enter the amount on line 95
of the original Form 540.

FTB adjustment, if any. If the FTB changed your original Form 540 re-
turn and the change resulted in an additional overpayment of tax,
enter that amount here.

2 Overpaid tax on original return or as previously adjusted by the FTB.
(auto-calc) Computed as the sum of the preceding three entries.

3 Add line 1 and line 2. (auto-calc) Computed as indicated.

4 Refund shown on Form 540, line 115. (auto-calc) Taken as the amount
on line 115 of the revised Form 540, this is the refund on the
amended return.

Amount paid with original return. If you created this Schedule X be-
fore making any changes to the original Form 540 return, this entry
will be the lesser of the amount you owe on line 111 of the original
Form 540 or the amount you indicated as paid on the on-screen line
below line 114. If this is not the amount you actually paid, you must
change this entry accordingly.

Additional paid after return was filed. If you paid any amount to the
FTB after the original return was filed, enter that amount here.

5 Tax paid with original return and after it was filed. (auto-calc) Com-
puted as the sum of the preceding two entries.

6 Add line 4 and line 5. (auto-calc) Computed as indicated.

7 AMOUNT YOU OWE. (auto-calc) Computed as line 3 less line 6 but no
less than zero.

8 Penalties/interest. You must complete lines 8a and 8b if you choose
to pay any penalties or interest with the amount on line 7. These are
penalties and interest that accrue after the original return was filed,
not amounts figured on Form 5805 or 5805F. If penalties and inter-
est apply and you make no entries here, the FTB will figure the
penalties and interest for you and send you a bill.

8a Penalties. If you make an entry here, you must identify the type of
penalty, the applicable IRS or FTB code section, and how you com-
puted it in the entries that follow.

CA-178



California Supplement (2023 Edition)

Form 540X

Explain 8a here (required if 8a has any entry). Three 25-character
data entry lines are provided for this purpose. For a paper return,
you can itemize (by pressing F10) to provide more detail.

8b Interest. If you enter less interest than the FTB determines, the
FTB will figure it for you and send you a bill.

8c Total interest and penalties. (auto-calc) Computed as the sum of
lines 8a and 8b, this is the amount you are paying in addition to the
amount on line 7.

9 REFUND SUBTOTAL. (auto-calc) Computed as line 6 less line 3 but no
less than zero, this is the amount of refund to which you are entitled
in addition to any refund shown on the original Form 540 return.

10 Amount you want to apply to your 2023 estimated tax. Enter the part
of line 9 you want to apply to estimated taxes for next year's return.
CAUTION: Do not enter this amount on line 95 of the amended
Form 540; the amount you enter here is the amount to apply in ad-
dition to any amount you entered on line 95 of the original Form
540.

11 REFUND. (auto-calc) Computed as line 9 less line 10, but no less
than zero, this is the amount of refund you will receive.

PART II, REASON(S) FOR AMENDING. In order for the amended return to be
accepted by the FTB, you must explain _here the reason for filing an amended
return. The FTB provides checkboxes for the most common reasons and space
for an explanation if more detail is required or none of the checkboxes apply.

1 Answer all that apply. You must answer Yes to at least one of the fol-
lowing 13 reasons for filing an amended return. You must also ex-
plain in a supporting statement for line 2 if you answered Yes to line
a, b, ¢, d, m, or any two or more lines.

a Protective claim for refund?

b Reservation source income adjustments?
c Pass-through entity adjustments?
d Federal audit and/or adjustments
e FTB audit contact?

f NOL carryback?

g Error on original return?

h Credit adjustment?

i Earned income tax credit?

j Disaster loss?

k Military HR 100?

1 Informal claim?

m Other?

2 If answered Yes for q, b, ¢, d, m, or multiple boxes, ITEMIZE HERE to
explain. The FTB provides no specific format for providing the re-
quired further explanation of reason(s) for amending. However, the
space provided on the form allows no more that 10 lines of explana-
tion directly on the form. Accordingly, if you use no more than the
first 10 lines of the 20-line form we provide for general support, it
will all be printed directly on the form. Otherwise, it will be printed
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in a separate supporting statement that is cross-referenced on the
form. (Note that the dollar amount entries are ignored, so you must
restrict your explanation to the 30-character wide description col-
umn of the support.)

Required explanations provided? Answer Yes if you supplied required
information in line 2 and/or line 8a, if required. However, your an-
swer is changed to No if you have an amount on line 8a with no ex-
planation below it (either in the lines provided or a supporting state-
ment), or you do not have a supporting statement for line 2 when
required.

Schedule X properly completed? (auto-calc) Answered Yes only if the
preceding answer is Yes and you have at least one Yes answer for
lines 1a through 1m. /f Yes, the return will be flagged on page 1 of
Form 540 as an amended return, and Schedule X will be printed
with the complete official return.

Extra line for personal memos. Provided for supporting statements that will
not be printed with the official return.

What, when, and where to file. Because Schedule X is an abbreviated form
that is subordinate to Form 540 (unlike the prior Form 540X), the FTB requires
you to file the revised Form 540 return along with Schedule X, not just the
changed forms or schedules. This includes Forms W-2 and other forms that
show withholding. You must generally file the amended return within 4 years
of the original due date of the return, or within 1 year of any overpayment,
whichever is later. However, you should file a California amended return with-
in six months of filing a federal amended return (Form 1040X) if the federal
changes affect the California return. If filing an amended return, mail the en-
tire amended Form 540 return along with Schedule X to:

FRANCHISE TAX BOARD

P.O. BOX 942840

SACRAMENTO, CA 94240-0001
Note that this is the same address that is used for the original (not amended)
Form 540 return only when you owe tax. But for an amended return, this ad-
dress is used even when you are claiming a refund on the amended return!
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Form 8454** / e-file Opt-Out Record

** Included in Standard and Premium Level software ONLY. This form is
only built into the Standard and Premium Level versions of the California
Supplement.

For recording reason a return was not e-filed. (Available only for Standard
and Premium Level.) Paid preparers who prepared more than 100 Form 540
returns for any tax year from 2003 to the present are generally required to e-
file all eligible Form 540 returns for 2022 if they prepare any return for 2022
using tax preparation software. However, there are two exceptions to the re-
quirement allowed:

1. The taxpayer can choose not to have their return e-filed by signing
Form 8454 for the preparer’s records. Giving a reason for this choice
is optional.

2.  The preparer can also choose not to e-file a return for “reasonable
cause,” which is also recorded on Form 8454. Reasonable includes
an inability to resolve problems with a rejected e-file return or lack of
support for e-file or a particular form or situation by the tax prepara-
tion software being used.

The preparer is required to retain the form for potential audit by the FTB but is
instructed not to file it with any return. (FTB Form 8454 is analogous to feder-
al Form 8948, Preparer Explanation for Not Filing Electronically.)
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