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The New Kid in Town: Form 8949
Replaces the Schedule D Gain/Loss
Worksheet

IRS Circular 230 Notice: The information provided in this presentation is provided for informational purposes only, and is not intended to constitute tax advice and cannot be
used by the recipient or any other taxpayer to avoid penalties under any federal, state, local or other tax statutes or regulations, or to resolve any tax issues in your favor.
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Form 1099B

dFor 2011 there are four 1099Bs
= Covered Securities - Short — Term gain/Loss
= Covered Securities — Long — Term gain/loss
= Covered Securities — Short Sales
= Uncovered Securities




Covered Securities: Short-Term

Covered Securities: Long-Term

2011 Proceeds From Broker and Barter Exchange Transactions 1099-B 2011 Proceeds From Broker and Barter Exchange Transactions 1099-B
Amount Amount
la Date of Sale or Exchange Various 1a Date of Sale or Exchange Various
1b Date of acquisition Various 1b Date of acquisition Various
2 Stocks, bonds , etc. (gross proceeds less commissions & options premium) hiiiiid 2 Stocks, bonds , etc. (gross proceeds less commissions & options premium) il
E Cost or other basis i El Cost or other basis il
4 Federal Income Tax Withheld i 4 Federal Income Tax Withheld il
5 ‘Wash sale loss disallowed Hiy 5 ‘Wash sale loss disallowed SHY
[ Covered/Noncovered Covared 6 Covered/Noncovered Covared
8 Type of Gain or Loss Short-Term 8 Type of Gain or Loss Long-Term
El Description Various 9 Description Various
Transactions individually reported to the IRS. Transactions individually reported to the IRS.
Covered Securities: Short Sales Uncovered Securities
2011 Proceeds From Broker and Barter Exchange Transactions 1099-B 2011 Proceeds From Broker and Barter Exchange Transactions 1099-B
Amount Amount
la Date of Sale or Exchange Various 1a Date of Sale or Exchange Various
1b Date of acquisition Various 1b Date of acquisition
2 Stocks, bonds , etc. (gross proceeds less commissions & options premium) S 2 Stocks, bonds , etc. (gross proceeds less commissions & options premium) B
E Cost or other basis #i# El Cost or other basis
4 Federal Income Tax Withhald #ud 4 Federal Income Tax Withhald e
5 Wash sale loss disallowed #ud 5 Wash sale loss disallowed
6 Covered/Noncovered Coverad 6 Covered/Noncovered Noncoverad
8 Type of Gain or Loss Short-Term g Type of Gain or Loss
] Description Various ] Description arious
Transactons individually reported to the IRS. 10 Profit or (loss) realized in 2011 on closed contracts il
13 Aggregate profit or (loss) on contracts i

Transactions individually reported to the IRS.

IMPORTANT TAX INFORMATION: This fax information is not being furmished to the Internal Revenue Service. It is being provided fo you as ¥ may assist you in your fax refurn preparation.
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Covered Securities

 Stocks and ADRs purchased after 1/1/11
= Beginning in 2012 — mutual funds

L New Information for Covered Securities

= Date of acquisition (Box 1b)

= Cost or other basis (Box 3)

» Wash sale loss disallowed (Box 5)

» Checkif non covered security (Box 6)

» Type of gain or loss: short-term/long-term (Box 8)
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Basis Adjustments

o Corporate Actions
— Stock dividends, stocks splits, mergers, spin-offs

— Corporate actions in 2011 and after will included in the
adjusted basis reported for covered securities.

 Non dividend Distributions

— Generally treated as a return of capital.

* This means that the distribution is not currently taxable but
decreases the basis of the stock.

* Non dividend distributions in 2011 and after will be a part of
adjusted basis as reported on 1099B for covered securities.



- Interactive Brokers

The Professional’s Gateway to the World’s Markets

Form 1099B

1 Things to watch for

* Open wash sales at 1/1/11

* Open short sales at 1/1/11

= Executions of pre-2011 options
1 Currency Transactions

= NoO currency gain/loss is reported on Form 1099B.
Currency gain/loss goes on line 21 of Form 1040 and is
treated as ordinary income.

1 Securities purchased/sold in other currencies
» Reported on 1099B using the spot exchange rate.
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New Form 8949

L Form 8949 gives all transaction details for
Schedule D

» Schedule D is now a summary page

d Form 8949 Worksheet replaces the old Gain/Loss
Worksheet



—_— 3949 Sales and Other Dispositions of Capital Assets CHAF Pdar 1 55007

» Seg nstructions Tor Schedule D (Feem 1040). @Iﬁ‘- 11
frert ol the | F Far mora indemiation abeut Fermn S049, ae0 Wy e gy omna een #" “n—_l';"
1 1
Immﬂlml nﬁ_fmm'“ﬂ“w’ * Aftach to Schedula [ e list your fransactions far ines 1, 2, 3,8, 9, and 10, anlmunm:ar-h. 128
| g ST TN o S R T

Your Sial sacurity mnber

Short-Term Capital Gains and Losses— Assets Held One Year or Less

Mate: vou must check one of the Eoxes belew, Complete a sepamte Form 28449, page 1, for each box that is checked,

*Caution. Do nol comglete column (b or (g} until yau have read the instructions fos thoss calumne [2ea the Instructions for Schedule
D Fomn 1040)). Celumna (b] and (g} do not apply for meat transactionz and should generaly be laft biank.

(1 44} Short-femm transactions reportad on ] [B) Shart-term transactions reported on Form L {G) Short-term transactions for which

Feem 1059-B wilh bagis repocied 1o the BE 10958-5 bul Basis rat reporiad 1o ihe IHS wou cannol chesk box Aor B
faf 1if =] (=1 ) ] Tt
Dbt oy o P mad T Caode, i any, Dot e Dt s o i b o b Cima b oof el b S s 10
i Exampdo {00 sl 2¥E Col Toe ool (" | wbo. daw wr b b, e, wr k (R EN T e g o S e dpestrabonioresd | g of boess fans®

2 Totals. Add the smounls in columns (&) and 0. Alss, sombine the
amownis in colemn (gl Enter kere and inchude on Schedule O line 1 (f
box A slove is checked), line 2 (T box B above = CI‘rElCh-B:ﬂ-:I. or e 3 {if
box & above schocked) . . . L L TR 2

For Paperwork Reduction Act Notics, soo wour tax reburn instrustons. O, o, 37 PRAZ Formn 59495 Ll RN
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Froarm 88453 (2011] Abtactanent Sequene M T8 Fage 2

Wour sepial Sacurity rassber

Flarnesds) sl eoraa e teluem. Daes nol £0Ses namee ared Ssocial seounby raambor i showstn of offed sele,

Loty -Tarm Capital Galns and Losses —Assets Held More Than O Year

Mote: You mest check one of the boxes below,. Complete a sapamate Form 88449, page 2, for each Box that is checked,
“Caution. Do not cormglete column (b (g until yao have read the instructions for Those columne [2ee the Instrustions for Schedule
D (Forrm 104900, Celurnna (b) and g do not apply for moat transasctionz and should generally be left Elank.

1 i) Long-tenm fransactions recorted on 1 {B) Long-term trensactions reported on Form ] {G) Long-tanm tramsactions for which
Form 1029-B wilh basgis repaoeied 1o the RS 1399-B but basis not reported 1o The IRS

wou cannal check bosx A or B
[=13 1B} =i [=1] 3 L) iak
Dl i craptios o paopsamy Coocde, © any, [ P e | [ PN | S por B Crirs b i et oo ks R L

3 Exmmpdo 100 ah WYV E ol Tt coluan G | oL deeerd | BWbo deverd | fsoo insmuctionsd | oo insructions | gains of ke # any®
4 Totals. Add the smounls in columns (=) and ([ Ako, combine the

armoenis in colemn (gl Entar kere and inchude on Schedule O, line 8 (if

box A above is cheched, riwﬂl,'lfhm B above E-E-hEH;k.Eldl- ar line 10

tif box © above is checked] . .= 4

F oo SR on 13

10
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Calculating Gain or loss on Form 8949

Taxable Gain or loss for individual transactions is not
calculated on Form 8949.

To calculate gain or loss:

Column E (sale proceeds) — Column F (cost
basis) + Column G (adjustments ) =

Gain or loss

11
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Form 8949

* Potentially 6 forms in each return

— Short-term gains/losses for covered securities

— Short-term gains/losses for uncovered securities with proceeds reported
to IRS

— Short-term gains/losses for uncovered securities with proceeds not
reported to IRS

e Open shorts on 1/1/11
* Options trades

— Long-term gains/losses for covered securities

— Long-term gains/losses for uncovered securities with proceeds reported
to IRS

— Long-term gains/losses for uncovered securities with proceeds not
reported to IRS

12
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Form 1099B/8949

e Date of Acquisition/Disposition
— The trade date and not the settlement date is reported.

e Basis Information
— The basis reported on Form 1099B for covered securities will be
adjusted for certain events

o Corporate Actions
* Non-dividend distributions: Generally treated as a return of capital
» Reported wash sales (covered below)
» Related options positions opened during 2011.

— Additional adjustments to basis will be on the Form 8949 Worksheet.

» Older wash sales, options positions opened before 2011,but executed during
2011.

13



- Interactive Brokers

The Professional’s Gateway to the World’s Markets

Form 1099B/8949

e Holding Period
— Holding period for covered securities in on Form 1099B.

* Long-term capital gains rate applies to holding period of at
least one year and one day.

» Holding period may be corrected on the Form 8949
worksheet.

— Uncovered wash sales may extend holding period.

e Short sales
— Now reported when the short is covered.

— Previously short sales were reported based on the time of the
sale. All short sales open at the end of 2010 have already been
reported and will not be reported on Form 1099B.

14
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Form 1099B/8949

J Wash Sales

= Some disallowed losses due to wash sales will be reported on
1099B.

* Only if the sale is of a covered security and the purchase and
sale are of identical securities.

— Adjusted basis will be reported on Form 1099B.

 \Wash sales in uncovered securities will be on the Form 8949
worksheet.

— Adjusted basis will not be reported on 1099B, but will be on the Form 8949
Worksheet.

O Short sales against the box

» Treated as constructive sale for appreciated assets. Gain will be
recognized, but not loss.

= No longer any potential benefits to taxpayer.
= Generally, IB does not allow.

15



- Interactive Brokers

The Professional’s Gateway to the World’s Markets

Form 8949 Worksheet

 It's a worksheet that the customer uses to calculate his
capital gains for Schedule D

[ Allows customers to include information that is missing
or incorrect on 1099B
= Uncovered securities
= Securities not subject to 1099B reporting
e Options
e Collectibles, homes
1 Uses letter codes to explain adjustments to 1099B
Information.

= For example, basis or holding period reported on 1099B is not
correct.

16
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Form 8949 Worksheet

 The following codes are used in column (b) of the
Form 8949 to explain discrepancies between
amounts reported on Form 1099B and Form 8949.
Adjustments are reported in column (g).
» Code B: the basis reported on 1099B is incorrect.

» Code O: The proceeds reported on Form 1099B is
Incorrect.

= Code W: The customer has a nondeductible loss from an
unreported wash sale.

= Code T: the type of gain or loss (short-term or long-term)
reported on Form 1099B is incorrect.

17
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Differences Statements/1099/8949

dWash Sales

» Statements: Statement only reports wash sales where
all relevant trades took place during 2011. This
misses wash sales which involve trades in December
2010 or January 2012

= 8949 Worksheet: Will be adjusted to include these
wash sales.

18
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Differences Statements/1099/8949

dExample

= Buy 100 Shares of ABC on November 15, 2010 for $10 per share
($1,000)

= Sell100 Shares of ABC on March 15, 2011 $8 per share ($800)
= Buy 100 Shares of ABC on March 30, 2011 for $7 per share ($700)
= Wash sale loss disallowed -$200

= March 30, purchase has adjusted basis equal to purchase price ($700)
plus wash sale loss ($200) or $900.

» Holding period includes November 15, 2010 to March 15, 2011.

19
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Differences Statements/1099/8949

1 Short Sales:

= Statements show the date of the sale

= 1099B/8949 Worksheet will show the date of
purchase (cover) as the date of disposition.

= This is the relevant date to determine holding period,
but may be confusing as to when the sale took place.

20
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Differences Statements/1099/8949

d Cost basis, holding period and wash sale
iInformation for uncovered securities.

d Currency Translation for Foreign Securities

= Statements use foreign currency amounts which are
marked to market daily
» Doesn’t represent tax gain or loss

= 1099B/8949 worksheet will value at the spot rate
when securities is purchased and again spot rate
when security Is sold to calculate gain or loss

21
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Differences Statements/1099/8949

1 Realized gain/loss shown on monthly statements is only
for that month.

1 Year-to-date realized gain/loss is found on the daily
statement for the last day of the month.

» So the last daily statement of the year has the gain/loss for the year

 Gain or loss is not reported on 1099 and is not on the
Form 8949 Worksheet.

22
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Section 1256 Contracts

U Futures, foreign currency contracts and non-equity
options

» Futures and options on commodities, indexes
» Does not include options on stocks or single-stock futures.

1 Marked to market daily with gain or loss recognized

1 60% of gain Is taxes as long-term capital gains and
40% as short-term

1 We report the aggregate amount on Box 13 of the
1099B for non covered securities.

23
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Turbo Tax

O Our files can be used on desktop (CD) version, but not
web version.

= Web version supports fewer than 500 trades.

4 Still working on exact format. Will either be an excel or a
text file as well as a pdf.

24
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