A Tale of Two Investors Russell

1. Investments

Taking a closer look at your Form 1099-DIV can be eye-opening. [ Joe & Joan

Your financial professional or CPA can help you connect the dots 7 Traditional Taxpayer
between your December 31 investment statement and your April 15

tax bill. Form 1099-DIV is one of many IRS tax forms and is used Marginal Tax Rate on Unearned Income:
to record investment-related income. This simple guide walks you 40.8% (37% +3.8% NIIT*)

through what to look for along with insights, implications, and actions Long-Term Capital Gain/Qualified

Dividend Tax Rate: 23.8% (20% + 3.8% NIIT*)
Filing Status: Married filing jointly

you may want to take to improve the tax efficiency of your investments.

How much might the IRS take from Joe & Joan Investments:?
Traditional Taxpayer? Equity Mutual Fund
$500,000 Balance
Their year-end investment statement stood at $1,000,000, BUT after 1.3% Dividend yield
paying taxes to the IRS, it went down to $979,056. 76 Capial gelis eifbution
Taxes reduced their investment return by 2.1% and this assumes no Taxable Bond Mutual Fund
active trading during the year. $500.,000 Balance

4.9% Interest income

Take a closer look at their 1099-DIV to see how this can happen.
Box 1a: Total Ordinary Dividends:

] CORRECTED (1 checked) Dividend from mutual fund: $6,500
PAYER'S name, street address, city or town, state o province, country, ZIP | 1a Total ordinary dividends | OMB No. 1545-0110 Interest income from mutual fund: w
or foreign postal code, and telephone no. . . . 37 ,000
s 31,000 Form 1099-DIV Dividends and Total Ordinary Dividends: S
1b Qualified dividends (Rev. January 2024) Distributions
Mutual Fund Company For calendar year o o
s 6,500 L — Box 1b: Qualified Dividends
2a Total capital gain distr. 2b Unrecap. Sec. 1250 gain = .
5 $39.500 e | o8 $6,500 X 23.8% = $1,547 in federal taxes (A)
PAYER'S TIN RECIPIENT'S TIN 2c Section 1202 gain 2d Cotlectibles (28%) gain
$
2e Section 897 ordinary dividends | 2f Section 897 Capital gain BOX -IG _ BOX -Ib -
$ $ . o
RECIPIENT'S name . 3 Nondividend distributions |4~ Federalncome tax withhell] ot NOH-QUG'Ierd Dividends**
Joe & Joan Traditional Taxpayer $ $ informaton and Io $31.000 - $6,500 = $24,500
5 Section 199A dividends 6 Investment expenses Being furnished to ’ ’ ’
Street address (including apt. no.) $ $ ‘h;ﬁﬁ;'j{gﬁ,f;': $24,500 X 40.8% = $9,996 in federal taxes (B)
7 Foreign tax paid 8 Foreign country or U.S. possession| return, a negligence
penalty or Other
City or town, state or province, country, and ZIP or foreign postal code $ ﬁ:ﬂiﬁﬁlﬁ’?ﬁf it .
9 Cash iquidation distibutions| 10 Noncash iqudation distibutiors| ' "°°M® IS taxabie Box 2a:
_|s 8 determines thal t has Total Capital Gains Distribution
T Feauiamens | e e mrost dvidonds. $39,500 X 23.8% = $9,401 in federal taxes (C)
0 $ $
Account number (see instructions) 14 State | 15 State identification no.| 16 State tax withheldr
: Box 12:
Form 1099-DIV (Rev. 1-2024) (keep for your records) www.irs.gov/Form1099DIV  Department of the Treasury - Internal Revenue Sefviee. EXempt-lntel’eSt DiVidendS
Interest income from municipal bond funds.
Generally, tax-free at the federal level.
Joe & Joan had $0 in municipal bonds.
Four boxes to review
Summary of taxes
Box 1a: Total Ordinary Dividends Not all foreign dividends are qualified (A) Tax on dividends: $1.547
Includes qualified dividends Generally, lower tax rate for qualified h . X ’
Includes non-qualified dividends dividends gg)) TI_OX 2 'nter_(tasr 'nc?ome' 29,996
» g f . . ax on capital gains: 9.401
s petahort e anl 220 Boxcia- Boxto-Non-QualfiedDhcends ’
real estate investment trusts (REITs) Includes interest income Total Federal Tax Due: $20,944
Includes dividends from REITs Percent lost to taxes: -21%

Includes taxable interest income from

mutual funds (not just dividends) Taxed as ordinary income and often a

N -
higher corresponding tax rate A hypothetical illustration. *Net Investment Income Tax.

**Any non-qualified dividends are taxed as ordinary income.

Box 1b: Qualified Dividends Box 2a: Total Capital Gains Distribution &151”9 2034 "E’eradge Ctapita| QS’S‘SEdiSF{iP“tLQ”h% OIf g
Dividends paid by a U.S. company or Net long-term capital gains distribution mS{S;T?jnZ;a?SE%angory quity- which includes

qualifying foreign company from mutual funds or REITs The dividend yield is represented by the yield on the S&P 500°
Index and interest is based on the yield of the Bloomberg U.S.
Aggregate Bond Index as of 12/31/2024.

Not a Deposit « Not FDIC Insured « May Lose Value « Not Bank
Guaranteed * Not Insured by any Federal Government Agency
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How about a tax-managed investor such as Uncle Sam & Aunt Betsy
Uncle Sam & Aunt Betsy? Tax-Aware Taxpayer

Marginal Tax Rate on Unearned Income:

Contrasting with Joe & Joan on the prior page, let’s look at tax-aware 40.8% (37% + 3.8% NIIT*)

investors in two distinct mutual funds; their $500,000 U.S. large cap Long-Term Capital Gain/Qualified

fund has a full-year focus on tax-management and their $500,000 in Dividend Tax Rate: 23.8% (20% + 3.8% NIIT*)
fixed income is invested in a municipal bond fund. So, while Joe & Joan Filing Status: Married filing jointly
received the average taxable distribution from their investments, Uncle Investments:*

Sam & Aunt Betsy took advantage of an investment approach with a Tax-Managed Equity Mutual Fund
full-year focus on tax-management and their results were quite different: $500,000 Balance

0.7% Dividend yield

Their year-end investment statement stood at $1,000,000 and after No capital gains distribution

paying taxes to the IRS, it's only down to $999,167. Municipal Bond Mutual Fund
They lost just 0.1% of their investment return to the payment of taxes. $500,000 Balance

3.7% Interest income

. . (generally tax-free at federal level)
Take a closer look at their 1099-DIV to see how this can happen.

Box 1a: Total Ordinary Dividends:

[] CORRECTED (if checked) D|V|denq from mutual fund: $3,500
PAYER'S name, street address, city or town, state or province, country, ZIP | 1a Total ordinary dividends | OMB No. 1545-0110 Ta Xa b | e Int. Income fro m mutua | fu n d N
0
or foreign postal code, and telephone no. X o
s 3,500 Form 1099-DIV Dividends and Total Ordinary Dividends: $3,500
1b Qualified dividends (Rev. January 2024) Distributions
Mutual Fund Company 3500 For calendar year . .
s ) — | Box 1b: Qualified Dividends
2a Total capital gain distr. | 2b Unrecap. Sec. 1250 gain .
s Y . ' P} —— | $3,500 X 23.8% = $833 in federal taxes (A)
PAYER'S TIN RECIPIENT'S TIN 26 Seotion 1202 gain 2d Collectibles (28%) gain For
$ $
2e Section 897 ordinary dividends | 2f Section BQ7W Box 1a - Box 1b =
$ $ s T *k
RECIPIENT'S name 3 Nondividend distributions | 4 Federal income tax withhel § ot Non-Qualified Dividends
is is important tax _ —
Uncle Sam & Aunt Betsy 12 e Yoo $3,500- 53,500 =50
ection ividends nvestment expenses o/ _ .
Sresr e T S s s welRs ouare $0 X 40.8% = S0 in federal taxes (B)
7 Foreign tax paid 8 Foreign country or U.S. possession| return, a negligenci
penalty or other
b . i :
City or town, state or province, country, and ZIP or foreign postal code $ .rﬁgﬁiﬂilﬁ'%u ; Box 2a: Total Ca P ital Gains
9 Gash fiquidation distibutions| 10 Noncash iqudation distbutiors| = "°0MS IS taxabie \ Distribution
$ $ determines that it has .
11 FATCA filing | 12 Exempt-interest dividends | 13 Specified private activity not been reported. $0 X 23.8% = $0 in federal taxes (C)
requirement bond interest dividends
O s 18500 [o&—
‘Account number (see instructions) 14 State | 15 State centiicatonno| 16 State tax withheld Box 12: Exem pt- Interest Dividends
: Interest income from municipal bond funds
Form 1099-DIV (Rev. 1-2024) (keep for your records) Www.irs.gov/Form1099DIV  Department of the Treasury - Internal Revenue Service S~ General ly, ta x-free at the federal level.

$18,500 X 0% = S0 in federal taxes

A hypothetigal illustration. *Net Ip\{estmer?t Inlcome Tax. **Any non-qualiﬁedldividends are Summa ry of taxes
taxed as ordinary income. *The dividend yield is represented by 50% of the yield on the S&P 500® Index .
and interest is based on the yield of the Bloomberg U.S. Municipal Bond Index as of 12/31/2024. (A) Tax on dividends: $833
(B) Tax on interest income: $0
(C) Tax on capital gains: $0
How low can you go‘) Total Federal Tax Due: $833
A quick comparison of two hypothetical cases: Percent lost to taxes: -01%
As you see here, two taxpayers with the #:dgiltfjoonqcr} &U::rlﬁ Sggy
same portfolio value can potentially end up Taxpayer Tax-Aware Taxpayer
with very different outcomes on an after-tax Year-end investment statement showed: $1,000,000 $1,000,000
basis. Note that these two couples had same Federal tax due from:
investment amount and materially different Dividends $1,547 $833
federal tax bills. Details matter as no one '”téresji 'I”éome zzzg? g 8
wants to pay more to the IRS than they have Total Iizi;al?llgi $2T'944 5833
to. Remember, you DON'T need to be in the '
top tax bracket to feel the pinch from taxes. After-tax value: 3979056 399,167
Percent of investments lost to taxes: -2.1% -0.1%
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Between a rock and hard place?
Here are some ideas on changes to consider:

Capital gains distributions (box 2A)

Q: Are these distributions high for your investment amount? Are the capital
gains being reinvested?

A: If these distributions are being reinvested, look into turning off that

reinvestment, and migrate that cash into a tax-managed approach that “When you find
may work to minimize capital gains. yourself in a hole, the
first thing todo is
Dividends (box 1A/1B) stop digging.”

. . . —Will Rogers
Q: Is there a need for the dividend income? Are the dividends being reinvested?

A: If these dividends are being reinvested, look into turning off that
reinvestment, and migrate that cash into a tax-managed approach that
may work to balance dividends with capital appreciation.

Interest income (box 1A)

Q: Is there a need for this current income? Is interest income being reinvested?
A: Consider municipal bonds for tax-free income or a lower tax bill.

Transition plan

Q: Do you have a similarly frustrating tax bill year after year after year?
When was the last time you rebalanced your portfolio? Are you letting the
potential tax bill influence your decision-making?

A: It may make sense to transition all (or part) of the portfolio to a more tax-
managed approach. Understand the tax impact of a transition, if any, and
what the payback period might be. Russell Investments can work with your
financial advisor to help analyze potential taxes and the payback period for
portfolio transitions.

Reallocations, tactical trading
and fund replacements

Q: Does the portfolio trade frequently due to reallocations, tactical
adjustments or fund replacements?

A: Frequent trading within a taxable portfolio can result in unnecessary taxes
when positions with unrealized gains are constantly and/or systematically
sold. When making changes to a taxable portfolio, always be sure to
consider the tax consequences. Smaller and less frequent allocation
changes may be better for tax-sensitive investors so that benefits from
portfolio improvements are not outweighed by tax costs.
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Russell
1. Investments

Talk to your financial professional and/or tax
accountant to see what steps can be taken
to potentially minimize your tax burden.

Or visit russellinvestments.com to discover the benefits of

tax-managed investing.

Important information and disclosures

This material is not an offer, solicitation or recommendation to purchase
any security. Nothing contained in this material is intended to constitute
legal, tax, securities, or investment advice, nor an opinion regarding

the appropriateness of any investment, nor a solicitation of any type.
The information, analyses and opinions set forth herein are intended

to serve as general information only and should not be relied upon by
any individual or entity as advice or recommendations specific to that
individual entity. Anyone using these materials should consult with
their own attorney, accountant, financial or tax advisor or consultants
on whom they rely for investment advice specific to their own
circumstances.

Please remember that all investments carry some level of risk, including
the potential loss of principal invested. They do not typically grow at an
even rate of return and may experience negative growth. As with any
type of portfolio structuring, attempting to reduce risk and increase
return could, at certain times, unintentionally reduce returns.

The S&P 500® Index: A free-float capitalization-weighted index
published since 1957 of the prices of 500 large-cap common stocks
actively traded in the United States. The stocks included in the S&P
500® are those of large publicly held companies that trade on either of
the two largest American stock market exchanges: the New York Stock
Exchange and the NASDAQ.

Bloomberg U.S. Aggregate Bond Index: An index, with income
reinvested, generally representative of intermediate-term government
bonds, investment grade corporate debt securities, and mortgage-
backed securities. (specifically: Bloomberg Government/Corporate Bond

Index, the Asset-Backed Securities Index, and the Mortgage-Backed
Securities Index).

Bloomberg U.S. Municipal Bond Index: Covers the
USD-denominated long term tax-exempt bond market.

Copyright © 2025 Russell Investments Group, LLC. All rights reserved.
This material is proprietary and may not be reproduced, transferred or
distributed in any form without prior written permission from Russell
Investments. It is delivered on an “as is” basis without warranty.

Russell Investments’ ownership is composed of a majority stake held by
funds managed by TA Associates Management, L.P., with a significant
minority stake held by funds managed by Reverence Capital Partners,
L.P. Certain of Russell Investments’ employees and Hamilton Lane
Advisors, LLC also hold minority, non-controlling, ownership stakes.

Frank Russell Company is the owner of the Russell trademarks
contained in this material and all trademark rights related to the Russell
trademarks, which the members of the Russell Investments group

of companies are permitted to use under license from Frank Russell
Company. The members of the Russell Investments group of companies
are not affiliated in any manner with Frank Russell Company or any
entity operating under the “FTSE RUSSELL" brand.

Russell Investments Financial Services, LLC, member FINRA, part of
Russell Investments.
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