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* At the end of this course, you will be able to:

* Describe different types of income from stocks

* Correctly report different types of distributions

* Determine how to report payments in lieu

* Identify ditferent types of bonds

* Recognize reporting responsibilities for bonds not purchased at par

* Determine how to correctly identify nontaxable mutual fund interest

* Explain the taxation of original issue discount bonds and Treasury

obligations
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Income from Stocks and Mutual Funds N/\TP

* Holding stocks in an investment portfolio will typically result in two types
of income

* Dividends (many different varieties)
* Capital gain/loss from sale
* Mutual funds may produce capital gains without sale of the shares

* A mutual fund is a company that pools money from many investors and
invests those funds in securities such as stocks, bonds and short-term debt.

* The combined holdings of the mutual fund are known as its portfolio.

* Investors buy shares in mutual funds, with each share being that investor’s
part ownership in the fund and subsequent right to the income it generates.

Holding Period NATP

* The holding period begins the date after the trade date

* Trade date is the date the taxpayer entered into the transaction
* Might be the day he told his broker to buy XYZ stock

* But maybe a day or two later, depending on the day/time of the phone
call

* Confirmation statement will give the trade date

* Settlement date is the date that the shares and the money actually
change hands

* The trade date is the important date, not the settlement date!
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Holding Period NATP

* If the stock is sold no sooner than one year after the holding
period starts, then the gain or loss is treated as long-term.

» If the stock is sold sooner than one year after the holding period
starts, then the gain or loss is treated as short-term.

* Taxpayer’s trade date is January 1%, 2022. If he sells it on or before
January 1%, 2023, it’s a short-term sale because his holding period
began on January 2nd.

« If he sells it on or after January 2"9, 2023, then it’s a long-term sale.
* One day can make a lot of difference in Tax World.

Holding Period

* Fred’s trade date for purchase was February 282019
* 2020 was a leap year! Fred sold his stock on February 29"

Long-term or short-term?
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“Covered” vs “Non-Covered” NATP

* Some tax lots are “covered” meaning their acquisition dates and basis are
reported to the IRS upon sale

e Others are “non-covered”

* Concept of covered was introduced by the National Securities Market
Improvement Act of 1996

* For “covered” shares, the broker is required to report cost basis and
acquisition date to both the taxpayer and the IRS

* For “non-covered” shares, the broker is reported to report only to the
taxpayer

Sales of Mutual Funds  NATP

 Taxpayers may use average basis of shares in a mutual fund, rather
than separate basis of different tax lots, when determining gain or
loss upon sale.

* This is because mutual funds are purchased in dollar amounts, not
numbers of shares.

* Taxpayer says, “I bought 50 shares of Tesla.”
* Taxpayer says, “I put $10,000 in a mutual fund.”

* Nonetheless, anytime money is taken out of the mutual fund, it’s a
sale.

* This can be a surprise to a client who thinks of his mutual fund as a
sort of bank account.

10

10
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Mutual Fund “Loads”  NATP

* Load funds are mutual funds that charge a sales fee or
commission.

* These sales fees or commissions reduce the amount of
money the taxpayer can invest

* No-load funds usually do not charge any sales fee or
commission.

* Back-end funds charge fees when selling mutual fund shares,
and it is expressed as a percentage of the value of the fund's
shares. A back-end load can be a flat fee or gradually decrease
over time.

* Loads increase basis!

11

11

Mutual Fund “Exchanges” NATP

« A mutual fund exchange occurs when a taxpayer sells mutual
fund assets to purchase mutual fund assets in the same mutual
fund family.

* A mutual fund cross family trade occurs when you sell mutual
fund assets in one mutual fund family to purchase mutual fund
assets in a different mutual fund family.

* While the mutual fund folks may call this an “exchange,” this
so-called exchange is treated as a sale of the mutual fund!

12
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The IRS’ 1099-B Form

NATP

| VOID CORRECTED
PAYER'S name, street address, city or town, State or province, country, ZIP | Applicable checkbox on Form 8040 | OMB No. 1545-0715 | Proceeds From
or foreign postal code, and telephone no.
@/‘;J 22 Broker and
(=)~ Barter Exchange
Fom1099-8 |  Transactions
1a Description of property (Example: 100 sh. XYZ Co.)
1b Date acquired | 1¢ Date soid or disposed
PAYER'S TIN RECIPIENT'S TIN 1d Proceseds ‘e Cost or othar basis ccw 1
$ For State Tax
11 Accrued market discount | 1g Wash sale loss disalowed Department
$ $
RECIPIENT'S name 2 Short-term gain o Ioss 3 If checked, proceeds from:
Long-term gain or loss| Cotlsctibles 1
Ordinary QOF |
Street address (including apt. no.) 4 Federal income tax withhekd| § If checked, noncovered
s security ]
6 Reported to IRS: 7 f checked, loss is not allowed
City of tomn, state or province, country, and ZIP or foreign postal code Gross proceeds based onamountin 19
Net proceeds |

8 Profit or (loss) realized in
2022 on closad contracts

“Account number (see imstructions)

9 Unvealized profit or floss) on
open contracts—12/31/72021

$ $
CUSIP number FATCA fiing 10 Unrealized profit or loss) on |11 Aggregate profit or (loss)
requirement open contracts—12/31/2022 | on contracts
14 State name 15 State identification no.[ 16 State tax withheld $ $
12 Hf checked, basis reported |13 Bartering
5 10 IRS
wowwirs.gow/Form10998  Department of the Treasury - Intemal Revenue Service

Form 1099-B

14

14
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The Broker’s 1099-B Form NATP

Tax Professionals

Recipient’s Name and Address Payer’'s Name and Address Date Propared: January 11, 2022
DANA JONES CHARLES SCHWAB & CO., INC.

JOHN JONES 211 MAIN STREET

€/0 SAMPLE GLOBAL ENTERPRISE SAN FRANCISCO, CA 94105

3RD FLOOR, SUITE 1800 Telephone Number: (800) 435-4000

1234 MAIN STREET Federal ID Number: 94-1737782

ANYTOWN, US 12345 )

Taxpayer ID Number: ***-**-0000 Account Number: 1111-9999

Proceeds From Broker Transactions—2021 Form 1099-B
Department of the Treasury-Internal Revenue Service Copy B for Recipient (OMB No. 1545-0715)
SHORT-TERM TRANSACTIONS FOR WHICH BASIS IS REPORTED TO THE IRS-Report on Form 8949, Part |, with Box A checked.

1b-Date 1d-Proceeds

acquired Y 11-Acerued
1a-Description of property 1c-Date ”[;m";o"::is' Market Discount
(Example-100sh. XYZ Co.} sold or (except where 1e-Cost or 1g-Wash Sale Realized 4-Federal income
CUSIP Number/ Symbol d disposed indicated) other basis Loss Disallowed Gain or (Loss) tax withheld
5 CALL SAMPLE CORPORATION SC 01/15/21 § 60275 § 525.00 -- 3 7775 § 0.00
XXYY 03/21/2021 20.00 C 02/11/21 --
10 CALL SAMPLE CORPORATION X 01/15/21 $ 000 § 1,050.00 --$ {1.050.00) $ 0.00
XXYY 03/21/2021 20.00C 03/21/21 -
Security Subtotal s €02.75 § 1,575.00 -8 (972.75) § 0.00
10,000 PRETEND CORPORATE BOND **DUE
04/15/24** s 01/09/21 $ 975000 $ 9.550.00 $ 20000 $ 000 $ 0.00
543210000 10/13/21 --
Security Subtotal s 9,750.00 § 9,550.00 § 20000 § 0.00 0.00

15

EATCA Eiling
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Reporting on Form 8949 (AT

Tax Professionals
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Transactions with No Basis Info NATP

worth the hassle!!
 Tax might be zero or just a few dollars

* Qur first instinct is to call the client and ask for basis BUT first see if it’s

LONG-TERM TRANSACTIONS FOR WHICH BASIS IS MISSING AND NOT REPORTED TO THE IRS-Report on Form 8349, Part Il, with Box E checked.
1b-Date 1d-Proceeds
acquired . 1f-Accrued
1a-Description of property 1c-Date & Rgrzr;o:;:g; Market Discount
(Example-200sh. XYZ Co.) sold of (except where 1eCostor 1g-Wash Sale
CUSIP Number/ Symbol o disposed indicated) cther basis Loss Disallowed G:
1,000 SAMPLE REMIC R 10/12/15 $ 1,000.00 Missing
31392000 01/18/21
Security Subtotal s 1,000.00 -
- SAMPLE UNIT INVESTMT TRUST P --3 17118 Not Provided
A58080XX 10/25/21
Security Subtotal $ 17118 -
Total Long-Term $ 117148 -
(Cost basis is missing and not reported to the IRS)

Realized 4-Federal income
ain or (Loss) tax withheld
$ 0.00

-5 0.00

-5 0.00

-8 0.00

17

17

FAQ!

* Do I Have to Report Every Sale??
* YES!!! Unless you meet an exception!

or Il.

* Any taxpayer who qualifies can use Exception
1 or Exception 2 .... — Form 8949 Instructions

Seriously?

* There are exceptions to the rule that you must report
each of your transactions on a separate row of Part I

18
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Please Tell Me I'm an Exception NATP

* Exception 1. Form 8949 isn't required for certain transactions.
You may be able to aggregate those transactions and report them
directly on either line 1a (%or short-term transactions) or line 8a
(for long-term transactions) of Schedule D. This option applies
only to transactions (other than sales of collectibles) for which:

* You received a Form 1099-B (or substitute statement) that shows basis was
reported to the IRS and doesn't show any adjustments in box 1f or 1g;
¢ The Ordinary box in box 2 isn’t checked;

* You don't need to make any adjustments to the basis or type of gain (or

loss) reported on Form 1099-B (or substitute statement), or to your gain
(or lossl)g; and

* You aren't electing to defer income due to an investment in a QOF and

aren’t terminating deferral from an investment in a QOF. — Form 8949
Instructions

19

19

Translation? NATP

» If there are multiple transactions reported in a category such as
short-term or long-term COVERED, and there are no adjustments
required, it is not necessary to report the detail of each transaction.

* Just report the total for the category directly on Schedule D.

* It is NOT necessary to use adjustment Code M or send a copy of
the brokerage statement or other documentation to the IRS as this
information has already been submitted by the brokerage firm.

20

20
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Schedule D Lines 1a & 8a NATP

SCHEDULE D

Capital Gains and Losses — L% =]

Form 10601
At o 104, 64088, o 1040 8 22

523,80, and 10 s o, 12

[Fe——

* Use Lines 1a and 8a if: T
* Form 1099B shows basis reported to IRS
* No adjustments needed
* No QOF issues

* No Form 8949 required

ity Assats Held One Yoar of Less. (500

* No statement required

* No attached pdf required

* No Form 8453 required

21

[ Hope There’s Another Exception =~ NATP

* Exception 2. Instead of reporting each of your transactions on a
separate row of Part I or II, you can report them on an attached
statement containing all the same information as Parts I and II and
in a similar format [that is, description of property, dates of
acquisition and disposition, proceeds, basis, adjustment and
code(s), and gain (or loss)].

* Use as many attached statements as you need. Enter the combined
totals from all your attached statements on Parts I and II with the
appropriate box checked — Form 8949 Instructions

22

22
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[ Hope There’s Another Exception =~ NATP

* Exception 2. (cont.) For example, report on Part I with Box B checked all short-term
gains and losses from transactions your broker reported to you on a statement
showing basis wasn't reported to the IRS. Enter the name of the broker followed by
the words “see attached statement” in Column (a). Leave Columns (b) and (c)
blank. Enter “M” in Column (f). If other codes also apply, enter all of them in
Column (f). Enter the totals that apply in Columns (d), (e), (g), and (h). If you have
statements from more than one broker, report the totals from each broker on a
separate row. — Form 8949 Instructions

You must check Box A, B, or C below. Check only one box. If more than one box applies for your shcr! term transactions,
complete a separate Form 8949, page 1, for each applicable box. i you have more short-term transactions than will fit on this page
for one or more of the boxes, complete as many forms with the same box checked as you need.
(A) Short-term transactions reported on Form(s) 1099-B showing basis was reported to the IRS (see Note above)
[£] (B) Short-term transactions reported on Form(s) 1099-B showing basis wasn’t reported to the IRS
(€) Short-term transactions not reported to you on Form 1099-8

fe) @
ol ite 80k O

Description of property Oate acquired

(Exampie: 100 sh. XYZ Co.) Mo., day. yr)

disposad of (sales price)

SCHWAB SEE ATTACHED
STATEMENT

23

Reporting Detail to IRS ~ NATP

* Covered transactions don’t require extra detail to be mailed in
* Non-covered transactions need extra detail
* For paper returns, attach the summary sheets

* For e-filed returns, either fill out Form 8949 for every transaction OR
upload summary (pdf) with return OR mail Form 8453 with summary
statements within three days of e-filing

24

24
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Form 8453

NATP

* In case you've never used one...

* Form 8949, Sales and Other
Dispositions of Capital Assets

(or a statement with the same
information), if you elect not to

report your transactions
electronically on Form 8949

U.S. Individual Income Tax Transmittal for an IRS eile Retum | ows s
For the o Jarary 1-Dscamir 30, 222

See atruction on back.

T v e

FILE THIS FORM ONLY IF YOU ARE ATTACHING ONE OR MORE
OF THE FOLLOWING FORMS OR

ik the appiicable boxjes) 1o ientiy the ttschments.

Fom 1008, Comwibutions of Motor Vehicies, Boats, and Arplnes (0f equvalen! CORfempOrnEcU writen
acknoweagement

Form 2848, Powee of Aliomey s Daciirstion of Regeséntaties for POA Tt states the agant s granted authinty 1o 8 e
retum)

Form 3115, Appication tor Changs i Actounting Method
e trst page of NS Form 10-168, Hatoric Presenanon Canicaton ABpICation (P 2-

ehabataton. wif) an PEaton as § was recened by e Department of e injencr o the Siaie Halone
wih proof that the bulking 18 a certited historic structire or that such statua has been

Form 4136 - attach the appropriate certficates and, f appicable, the appropriate reseer siatements for bodwssl, renswable
ersel, e sustarnabie Srstion fusl clarms.

Form 5713, Inemationsi Boycon Report

report your transactions electronically on Form 8949

Form 8949, Sales and Other Dispositions of Capital Assets (or a statement with the same information), if you elect not to

poions. Section A (f any satement o qualded pprasal b Pegured). or Section B

frease of Ciam 10 Exempson for Chid by Custodial Parent for cenain pages from 3
i that went into effect ater 1984 and before 2008) (see instructons)

——

TETIEY crs Wi Respact 10 Foregn Disregarded Ertibes (D) and Foresg Branches (B

Form 5864 - S1ach the approprate certificates and, f appicabie, e APEIOEIA reSeler SIatements 10r DoSesel FENFRELsE
el anc sustainable vation fusl clams.

Form 2940, Saies and OTher Dpostions of Captas ASSSts (or & Stement Wi 1 Sama information), f you elect ndt 1o
report your Yanmactions e voncaty on Form §940

DON'T SIGN THIS FORM.

For Donckomre, Privacy Act and Pagermwork Recucson Act Novcs, ves yuss tas e mawrctions.

25

Direct Reporting?

NATP

SHORT-TERM TRANSACTIONS FOR WHICH BASIS IS AVAILABLE BUT NOT REPORTED TO THE IRS-Report on Form 8949, Part |, with Box B checked.
1d-Proceeds

1b-Date acquired . mo 11-Accrued
1a-Description of property e e Réf‘;‘:;‘;‘: C‘:Jr[i Market Discount
(Example-100sh. XYZ Co.) sold or {except where 1e-Costor 1g-Wash Sale Realized 4-Foderal income
CUSIP Number/ Symbol - disposed indicated) other basis Loss Disallowed Gain or (Loss) tax withheld
10,000 SAMPLE CORP BOND **DUE 04/15/25** R 04/10/21 § 9.80000 $ 9.730.65 -= $ 6935 § 0.00
04939XXXX 06/15/21 =
Security Subtotal s 9,800.00 § 9,730.65 — §9.35 5 0.00
50 SAMPLE LTD PARTNERSHIP B 04/27/21 § 182885 § 1.854.98 -8 (26.13) § 512.08
2837T0X00/ XXX 09/08/21 -
14-State name cA 15-Stato identification no. 000000000 16-State tax withheld $ 128.02
Security Subtotal s 182885 $ 1,854.98 _— (26.13) s 512.08
Total Short-Term s 1162885 § 11,585.63 _— 4322 s 512.08
(Cost basis is available but not reported to the IRS)

Can I report these transactions directly on Schedule D?

26

26
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Direct Reporting?

NA_TP

LONG-TERM TRANSACTIONS FOR WHICH BASIS IS REPORTED TO THE IRS-Report on Form 8949, Part |I, with Bex D checked.

1b-Date 1d-Proceeds
acquired 5
1a-Description of property o G-Rcf,ﬁ:c;;:lr:g
(Example-100sh. XYZ Co.) sold o (except where
CUSIP Number/ Symbol . disposed indicated)
0.50 EXAMPLE COMMON STOCK C  04/07/20 $ 2203 §
17296XXXX/ABC 05/10/21
7 X (Please note that you cannot claim a loss based on the amount in box 1d.)
Security Subtotal $ 2203 §
1,000 QUALIFIED OPPORTUNITY FUND s 02/12/20 $ 2,00000 $
SBBEEXXX 07/11/21
3-If checked, proceeds from: QOF X
Security Subtotal s 2,000.00 §
1,000 SAMPLE CORP BOND **CALLED** s 01/21/20 $ 118369 $
03759XXXX 02/08/21
Security Subtotal $ 118369 $

1e-Cost or
other basis

19.16

2,000.00

2,000.00

1.326.07

1,326.07

11-Acerued
Market Discount

1g-Wash Sale
Loss Disallowed

142.38

Realized
Gain or (Loss)

287 8

287 §

000 §

0.00 §

(1.75) $

175 8

4-Federal income

tax withheld

0.00

0.00

0.00

0.00

Can I report these transactions directly on Schedule D?

27

27

Direct Reporting?

N(_\TP

1b-Date

acquired
1a-Description of property 1¢-Date
(Example-100sh. XYZ Co.) sold or
CUSIP Number/ Symbol - disposed
5 CALL SAMPLE CORPORATION sc_ oyisa
XXYY 03/21/2021 20.00C 02/1/21
10 CALL SAMPLE CORPORATION X 01/15/21
XXYY 03/21/2021 20.00C 03/21/271
Security Subtotal
10,000 PRETEND CORPORATE BOND **DUE
04/15/24*+ s o1/0921
54321XXXX 10/13/21
Security Subtotal

“

»

@

1d-Procecds

6-Reported to IRS
Gross proceeds
(except where
indicated)

602.75

602.75

9.750.00

9.750.00

1e-Cost or
other basis

525.00

1,050.00

1,575.00

9.550.00 $

9,550.00 $

SHORT-TERM TRANSACTIONS FOR WHICH BASIS IS REPORTED TO THE IRS-Report on Form 8949, Part |, with Box A checked.

11-Accrued
Market Discount

1g-Wash Sale
Loss Disallowed

Gain or (Loss)

77.75

(1.050.00)

(972.75)

0.00

0.00

4-Federal income
tax withheld

0.00

0.00

0.00

0.00

0.00

Can I report these transactions directly on Schedule D?

28

28
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NATP
S

* True or false?
a. Every single transaction must be reported separately on Form 8949, no

exceptions.
b.Use Form 8453 for paper-filed returns.

c.John bought a stock on January 1% and sold it the following January 1%,
This is a short-term transaction.

d.Stock sales reported as “a” or “d” by the broker with no adjustments
and no QOF may be entered directly onto Schedule D.

29

Adjustments
NATP
Arizona
Chapter 5 Years
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Schedule D Adjustments NATP

* You may need to complete Columns (f) and (g) on Form 8949
under certain circumstances.

. 3949 Sales and Other Dispositions of Capital Assets
e ey et |
e — e

Box A B, or C below, s Formf) 1099-8 o substlute statementfs) from your broker. A substitte
formation as Form 1095-8. Either wil show whether ycur basis iusually your Cos) wes reported 10 the RS by your
&

ing Capital assets you held 1 year or less are generally Short-term (see
Cions, see page 2.

) ' sactions reported on Formys) 1099-8 showing basis was
Mm.- H my‘ ‘o m u Im are required. Enter the totals directly on
If you enter an amount in column (g}, 3 F
You must check Box A, B, or C below. Check only one re than one bo: bes for your shor-1enm Iansactions.
enter a code in column (f). complats & separata Form 8040, page 1, for sach applk ransactions than vl it cn this page
. N for 6né o mare of he boxes, comphate a8 many
See the separate instructions. A 098 was reported to the (RS asove)
(B) Short-term Foam{s) WAt feported 10 the IRS.
{C) Short-term wansactions not reported 10 you on Fi

e
" coueen

— U} ) SR :
Code(s) from Arrl:(vugn: of 3 B iy |

instructions adjustment

.y -~
Examein: 1005R. XVZ o

aisywom]  ael
sl

31

Adjustments for 1099-B

* B = Basis shown on 1099 is incorrect

* M = Multiple transactions entered on a single row
* N = Nominee

* W = Nondeductible wash sale loss

16
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Code B = Basis Adjustment NATP

¢ From Form 8949 instructions:

* If you received a Form 1099-B (or substitute statement) and the basis shown
in box le is incorrect...

» If this transaction is reported on a Part I with box B checked at the top or if
this transaction is reported on a Part II with box E checked at the top,
enter the correct basis in column (e), and enter -0- in column (g).

» If this transaction is reported on a Part I with box A checked at the top or
if this transaction is reported on a Part II with box D checked at the top,
enter the basis shown on Form 1099-B (or substitute statement) in column
(e), even though that basis is incorrect. Correct the error by entering an
adjustment in column (g).

33

33

Code B = Basis Adjustment NATP

* From Form 8949 instructions:

* You sold stock for $1,000. You had owned the stock for 3 months.
Your correct basis for the stock is $100, but you receive a Form
1099-B that shows your basis is $900 and shows your broker
reported that basis to the IRS.

* So your true gain is $900, but the broker is showing gain of $100.

34

34
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Code B = Basis Adjustment NATP

Worksheet for Basis Adjustments in Column (g)

If the basis shown on Form 1099-B (or substitute statement) isn't correct, do the following.

« [fthe basis wasn't reported to the IRS, enter the correct basis in column (e) and enter -0- in column (g

(unless you must make an adjustment for some other reason). You don’t need to complete this
worksheet.

» Ifthe basis was reported to the IRS, enter the reported basis shown on Form 1099-B (or substitute

statement) in column (e) and use this worksheet to figure the adjustment to include in column (g).

Lol

Enter the cost or other basis shown on Form 1099-B (or substitute statement) 1. $900

Enter the correct cost or other basis 2. $100
If line 1 is larger than line 2, leave this line blank and go to line 4. If line 2 is larger than line 1,
subtractline 1 from line 2. Enter the result here and in column (g) as a negative number (in
parentheses)

w

If line 1 is larger than line 2, subtract line 2 from line 1. Enter the result here and in column (g) as 4. $800

a positive number

35

Code B = Basis Adjustment NATP

- 3949

Depanmant of ha Tredsury
mnmiR.-w..-s-’m:. Fide with your Schedule D to kst your transactions for lines 1b, 2. 3, 8b, 9, and 10 of Schedule D.

Namois) shown on reaam ] payer

Sales and Other Dispositions of Capital Assets | oue N 10T
Goto t \

Before you check Box A, B, or C below, see whether you received any Formis) 1099-8 or substitute statementfs) from your broker. A substitute
statement will have the same information as Form 1099-B. Either will show whether your basis (usually your cost) was reported to the IRS by your
broker and may even fell you which box to check.
Short-Term. Transactions involving capital assets you held 1 year or less are generally short-term (see
instructions). For long-term i see page 2.
Note: You may aggregate all short-term transactions reported on Form(s) 1099-B showing basis was
reported to the IRS and for which no adjustments or codes are required. Enter the totals directly on
Schedule D, line 1a; you aren't required to report these transactions on Form 8949 (see instructions).
You must check Box A, B, or C below. Check only one box. If more than one box apphes for your shor-tenm transactions,
complete a separate Form 8949, page 1, for each applicable box. If you have more short-term transactions than will fit on this page
for one or more of the boxes, compléte as many forms with the same box checked as you need.
] {A) Short-term transactions reported on Formis) 1099-B showing basis was reported to the IRS (see Note above)
] (B) Short-term transactions reported on Formis) 1089-8 showing basis wasn't reported to the IRS.
] (C) Short-term transactions not reported to you on Form 1099-B

Adusamant, ¥ any, 1 gan o l0ss
1 ™ 1 you enter an amcunt in comn (gh "
fe) @ Cost or oher basia | | emiera code in columa f} Gain or flosa)
Date scid o Procesds  [Seo the Note Delow| 569 The separate instructions. | sutwract column el
diaposed fsaies price) | and see Calumn o} trom colm () and
Mo gy, yr) | (sea nstructions) | in e separass. ® o ‘comeina the resut
ratrctions.  [Codeis) Som|  amount of with cokmn igl
insuctices | ajustmant

$1,000 | $900 B $900

)
Description of propernty Date acquired
(Exampie: 100 sh. XYZ Co) Mo, day, y)

36

36
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Code N = Nominee Adjustment NATP

¢ From Form 8949 instructions:

* If you received a Form 1099-B (or substitute statement) as a nominee for the
actual owner of the property...

* Report the transaction on Form 8949 as you would if you were the actual
owner, but also enter any resulting gain as a negative’adjustment (in
parentheses) in column {g) or any resulting loss as a positive adjustment
in column (g). As a result of this adjustment, the amount in column (h)
should be zero.

* Note: not always a zero result, sometimes your client is a partial owner.

* Typical scenarios include receiving forms showing transactions on an account
owned jointly with a sibling, parent, ex-spouse, etc.

* Whose ever SSN is on the 1099 should report the income and then nominee
all or part of it to the other owner.

37

37

Code W = Wash Sales NATP

* Definition: sale of a security at a loss, followed by repurchase of
same or substantially same security within 30 days before or after
that sale

* Disallowed loss is added to the basis of newly purchased shares
 Holding period transfers as well

* (Obviously the idea is to discourage investors from harvesting
losses for tax purposes and then repurchasing)

38

38
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Wash Sale Reporting ~ NATP

* 1099-B will show the wash sale loss transaction and report an
adjustment called Wash Sale Loss Disallowed!

LONG-TERM TRANSACTIONS FOR WHICH BASIS IS REPORTED TO THE IRS-Report on Form 8949, Part |l, with Box D checked.

1b-Date 1d-Proceeds

acquired 1f-Accrued
1a-Description of property 6-Reported w RS Market Discount
(Example-100sh. XYZ Co. 1c-Date Gross proceeds
o sold of (except where 1e-Cost or 1g-Wash Sale Realized 4-Federal income
CUSIP Number/Symbol .- disposed indicated) other basis Loss Disallowed Gain or (Loss, tax withheld
0.50 EXAMPLE COMMON STOCK c 04/07/20 $ 2203 § 19.16 $ 287 § 0.00
17296XXXX/ABC 05/10/21
X (Please note that you cannot claim a loss based on the amount in box 1d.)
Security Subtotal $ 2203 § 19.16 -= 8 287 § 0.00
1,000 QUALIFIED OPPORTUNITY FUND s 02/12/20 $ 2,000.00 $ 2,000.00 $ 000 § 0.00
88888XXXX 07/11/21
3-If checked, proceeds from: QOF X
Security Subtotal $ 2,000.00 § 2,000.00 --8 0.00 0.00
1,000 SAMPLE CORP BOND **CALLED** s 01/21/20 $ 1,183.69 § 1,326.07 -- 8 (1.75) § 0.00
03759XXXX 02/08/21 $ 142.38
Security Subtotal s 118369 § 1,326.07 -~ 8 (1.75) § 0.00
$ 142.38
>y

39

Maybe a Wash Sale?

* Jack sold 100 shares of Up the Hill stock at a
loss.

* The next day, he bought 100 shares of Up the
Hill stock through a different account.

Wash sale loss?

Will the broker’s 1099 show a wash sale loss?

40
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1 r Will the broker’s 1099 show a wash sale loss?

{

Maybe a Wash Sale?

» Jack sold 100 shares of Up the Hill
stock at a loss.

* The next day, his wife, Jill bought
100 shares of Up the Hill stock
through her account.

Wash sale loss?

Y_' |

41

Really? The Spouse? NATP

- “If you sell stock and your spouse or a corporation you control buys

substantially identical stock, you also have a wash sale.” Pub 550,
Investment Income and Expenses.

“The wash-sale rule applies across all your accounts, including those
outside Schwab, as WelFas transactions in your IRA —and it the rule
extends even to your spouse's accounts. Furthermore, it's up to you
keep track of what's happening across your various accounts. IRS
regulations require only that Schwab track and report wash sales on the
same CUSIP number within the same account.”
https:/[www.schwab.com/learn/story/primer-on-wash-sales

Are any of us tracking this??

42

42
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Dividends

NAIP

Arizona
Chapter Years

43

The IRS’ 1099-DIV NATP

| VOID | CORRECTED
PAYER'S name, street address, city or town, state or province, country, 2IP | 1a Total ordinary dividends OMB No. 1545-0110
or foreign postal code. and telephone no.
Fom 1099-DIV ivi
$ o Dividends and
b Oualified dividends (Rev. January 2022) Distributions
For calendar year
$ 20
2a Total capital gain distr. 2b Unrecap. Sec. 1250 gain Copy 1
$ $ For State Tax
PAYER'S TIN RECIPIENT'S TIN 2c Saction 1202 gain 2a Collectibles (28%) gain Department
$ $
2e Section 837 ordinary dvidends | 21 Section 897 capital gain
$
RECIPIENTS nama 3 o tax withheld)
$ S
5 Saction 199A dvidends 6 Investment axpanses
Street address (including apt. no.) s £
7 Foreign tax paid 8 Forsgn courtry or U'S. posssssan|
City or town, state or province, country, and ZIP or foreign postal cooe. $
9 C: 10 Noncashiguidation distrbutions|
$ $
11 FATCAfiling| 12 E pt: t dividends | 13 hed activity
requirement bond interest dividends
O $ $
Account number (see instructions) 14 State | 18 S dentficston no| 18 State tax withheld
Form 1099-DIV Rev. 1-2022) wowwirs.goviForm 109001V Department of the Treasury - Internal Revenue Service

44
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The Broker’s 1099-DIV ~ NATP

Dividends and Distributions—2021 Form 1099-DIV
Department of the Treasury-Internal Revenue Service Copy B for Recipient (OMB No. 1545-0110)
Boj Description Amount Total
1a Total Ordinary Dividends (Includes amounts shown in boxes 1b, 2e, and 5) $ 5.805.00
1b Qualified Dividends $ 2,380.00
2a | Total Capital Gains Distributions (Includes amounts shown in boxes 2b, 2c, 2d. and 21) $ 1,575.00
2b Unrecap. Sec. 1250 Gain $ 400.00
2¢ Section 1202 Gain $ 325.00
2d Collectibles (28%) Gain $ 400.00
2e Section 897 Ordinary Dividends $ 100.00
2f Section 897 Capital Gains $ 100.00

Nondividend Distributions 3 933.00
4 Federal Income Tax Withheld $ 450.00
5 Section 199A Dividends 3 100.00
6 Investment Expenses $ 240.00
7 Foreign Tax Paid $ 300.00
8 Foreign Country or U.S. Possession CANADA
9 Cash Liquidation Distributions $ 950.00
10 Noncash Liquidation Distributions $ 2,700.00
11 Exempt-interest Dividends (Includes amount shown in box 12) $ 2,700.00
12 Specified Private Activity Bond Interest Dividends $ 2,700.00
13 State VARIOUS
14] State Identification No. VARIOUS
15 State Tax Withheld $ 2,700.00
== FATCA Filing Requirement [J

45

45

1099-DIV Boxes 1a & 1B NATP

* Box 1a: Ordinary dividends

* Box 1b: Qualified dividends taxed at capital gains rates

* Qualified dividends are generally dividends from shares in domestic
corporations and certain qualified foreign corporations which you have
held for at least a specified minimum period of time, known as a holding
period. The holding period is 61 days for common shares, 91 days for
preferred shares.

* The shares must be unhedged; that is, there were no puts, calls, or short
sales associated with the shares during the holding period.

* The amount in Box 1b is INCLUDED in the amount in Box 1a!

Box Description Amount Total
1a  Total Ordinary Dividends (Includes amounts shown in boxes 1b, 2e, and 5) $ 5,805.00
1b Qualified Dividends $ 2,380.00

46

46
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1099-DIV Boxes 2a —2f  NATP

* Boxes 2a-f report capital gain distributions of various
flavors!

2a Total Capital Gains Distributions (Includes amounts shown in boxes 2b, 2¢, 2d, and 2f) $ 1,575.00
2b Unrecap. Sec. 1250 Gain 400.00
2¢c Section 1202 Gain 325.00
2d Collectibles (28%) Gain 400.00
2e Section 897 Ordinary Dividends 100.00
2f Section 897 Capital Gains 100.00

@ @ B e e

47

47

Box 2b §1250 Gain - REITs NATP

* Typically shows up as part of dividends from REITs or a mutual
fund that holds one or more REITs.

* A real estate investment trust (“REIT”) is a company that owns,
operates or finances income-producing real estate.

* §1250 income as part of a dividend represents past depreciation
deductions that are being taxed at 1250 rates.

* (Maximum tax rate of 25%)

48

48
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Box 2c: §1202 Qualified Small Business Stock NATP

* Your client’s broker isn’t going to sell him qualified small business
stock.

* It'll be purchased directly from the company, generally by a
founder, venture capital provider, employee who exercised an
option.

* Or it may be obtained indirectly via a partnership, REIT or mutual
fund that acquired small business stock.

* Many requirements exist having to do with the type of entity, type
of business, and value of assets.

49

49

Box 2d: Collectibles NATP

* There are funds that invest in precious metals, example: SPDR
Gold Trust.

* “...gains recognized by an individual upon the sale of GLD shares
held for more than one year, or attributable to the Trust's sale of
any gold bullion which the Shareholder is treated (through its
ownership of shares) as having held for more than one year
generally will be taxed at a maximum U.S. federal income tax rate
of 28%.” - https:/[www.spdrgoldshares.com/media/ GLD/file/ SPDR-
Gold-Trust-Tax-Information-2020.pdf

50

50
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Box 3 Nondividend Distributions

NATP

* Box 3: Nondividend distributions = nontaxable return of capital
(unless return has now exceeded basis, in which case it’s taxed as a

capital gain)

Total

Box Description

1a Total Ordinary Dividends (Includes amounts shown in boxes 1b, 2e, and 5) $ 5,805.00

ib Qualified Dividends $ 2,380.00

2a  Total Capital Gains Distributions (Includes amounts shown in boxes 2b, 2¢, 2d, and 21) $ 1,575.00

26 Unrecap. Sec. 1250 Gain $ 400.00

2¢ Section 1202 Gain $ 325.00

2d Collectibles (28%) Gain $ 400.00

2e Section 897 Ordinary Dividends $ 100.00

2f Section 897 Capital Gains $ 100.00

3 Nondividend Distributions s 933.00 I

Are any of us tracking this?

51

51

Boxes 4, 13, 14, 15 Tax Withholding

N/_\TP

« Watch for tax withholding!

Box Description
Qualified Dividends
Unrecap. Sec. 1250 Gain
Collectibles (28%) Gain
Section 897 Ordinary Dividends

Section 897 Capital Gains
4D

a Total Ordinary Dividends (Includes ai

mounts shown in boxes 1b, 2e, and 5)

Total Capital Gains Distributions (Includes amounts shown in boxes 2b, 2¢, 2d, and 2f)

PR

Amount

2,380.00

400.00
325.00
400.00
100.00
100.00

Total

5,805.00

1,575.00

33300

1

1b

2a

2b

2c Section 1202 Gain
2d

2

2f

3

4

Federal Income Tax Withheld

450.00

13 State
14  State Identification No.
15  State Tax Withheld

VARIOUS
VARIOUS

$ 2,700.00

52

52

26



10/30/2023

Box 5 Section 199A Dividends NATP

* Box 5: Section 199A dividends, eligible for QBID
* Typically, these are paid from REITs (Real Estate Investment Trusts),
which may be owned individually or via mutual funds with REIT stock
* They are taxed as ordinary (not qualified) dividends BUT are eligible for
the 199A deduction

Box Description Amount Total
1a  Total Ordinary Dividends (Includes amounts shown in boxes 1b, 2e, and 5) $ 5,805.00
ib Qualified Dividends $ 2,380.00
2a Total Capital Gains Distributions (Includes amounts shown in boxes 2b, 2¢, 2d, and 2f) $ 1,575.00
2b Unrecap. Sec. 1250 Gain $ 400.00
2c Section 1202 Gain $ 325.00
2d Collectibles (28%) Gain $ 400.00
2e Section 897 Ordinary Dividends $ 100.00
2f Section 897 Capital Gains $ 100.00
3 Nondividend Distributions $ 933.00
4 Federal Income Tax Withheld S 450.00

I 5 Section 199A Dividends $ 100.00'

53

53

Box 5 Section 199A Dividends NATP

* Reported on Form 8995-A, Qualified Business Income Deduction

Part IV Detenmne Your Qualrfed Busmess Income Deductlon

Total quallfled busmess income componenl from all qualified trades,

e 3 fr 27

28 Ouallhed REIT dividends and pubhcly traded pannershlp (PTP) income or

(loss). See instructions . 28
29 = = . o 29 |( )
30 Total qualified REIT dividends and PTP income. Combine lines 28 and 29. If

lessthanzero,enter-0- . . . . . . . . . . . . . . . . .. 30

54
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B 7 & 8 F . I NAT
* B 7 and 8: Forei id and i id
oxes 7 and 8: Foreign tax paid and country it was paid to
Box Description Amount Total
ia Total Ordinary Dividends (Includes amounts shown in boxes 1b, 2e, and 5) 3 5,805.00
ib Qualified Dividends $ 2,380.00
2a Total Capital Gains Distributions (Includes amounts shown in boxes 2b, 2¢, 2d, and 21) 3 1,575.00
2b Unrecap. Sec. 1250 Gain $ 400.00
2c Section 1202 Gain $ 325.00
2d Collectibles (28%) Gain $ 400.00
2e Section 897 Ordinary Dividends $ 100.00
2f Section 897 Capital Gains $ 100.00
3 Nondividend Distributions $ 933.00
4 Federal Income Tax Withheld $ 450.00
5 Section 199A Dividends $ 100.00
6 Investment Expenses $ 240.00
7 Foreign Tax Paid $ 300.00
8 Foreign Country or U.S. Possession CANADA
55

55

Boxes 9 & 10 Partnership Interests

N/_\TP

* Boxes 9 and 10 typically refer to partnership interests. Liquidating

distributions (both cash or noncash) are a form of a return of

capital. Any liquidating distribution you receive is not taxable
until stock basis is recovered, after which the distributions are

reported as capital gain.

4 Federal Income Tax Withheld $ 450.00
5 Section 199A Dividends $ 100.00
6 Investment Expenses : —o=
7 Foreign Tax Paid $ 300.00
8 Foreign Country or U.S. Possession CANADA
I Cash Liquidation Distrbutions T 1
10 Noncash Liquidation Distributions $ 2,700.00
56

56
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Boxes 11 & 12 Exempt-Interest Dividends =~ NATP

* Box 11: Exempt-interest dividends, typically from a mutual fund

* Box 12: Specified private activity bond interest dividends, subject
to AMT

Federal Income Tax Withheld
Section 199A Dividends

4 450.00
s

6 Investment Expenses

7

8

100.00
240.00
300.00

@ o 0o

Foreign Tax Paid

Foreign Country or U.S. Possession CANADA
9 Cash Liquidation Distributions 950.00
1 10 Noncash Liguidation Distributions 2.700.00
11 Exempt-interest Dividends (Includes amount shown in box 12) $ 2,700.00

| o

12 Specified Private Activity Bond Interest Dividends $ 2,700.00

57

DRIP is...7? NATP

* Dividend Relnvestment Plan means that cash
dividends are being reinvested to purchase more shares
of stock.

* Tax law treats these dividends as having been received
in cash and subsequently reinvested.

* The concept behind this is “dollar cost averaging,” meaning
that some months you’ll buy when the price is high and some
months you’ll pay when the price is low, but over all it “evens out.”

* Typically, no brokerage fees, so there is a cost savings there.
* “Painless” way to buy more shares.

Taxable income?

58
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* True or fz;llée'?
a.The amount the broker reports as qualified dividends (Box 1b)
are included in the ordinary dividends box (Box 1a).

b.Both qualified and ordinary dividends are taxed at the same
rates.

c.Nondividend distributions are always nontaxable.

d.Dividends that are reinvested are not taxed until those new
shares are sold.

1099-MISC
NAIP
Chaptor 5

30
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The IRS” 1099-MISC

NATP

voID CORRECTED
5, Clfy OF S0Wn. SLae o province. country. 2P | 1 Renas OMB No. 15450115
s Fam 1098-MISC, Miscellaneous
Fr— P daruary 2022, Information
For calandas year
$ 20__
'3 Othar income. & Fadkeral incomea tas wibhald Copy 1
$ For State Tax
PAYERS TN FEGPIENT S TIN '8 Fiahing bost procesds 6 Modical and haath cars Department
e
$
RECIPIENT S name. 8 Substitute payments in ke
of dhidence or éerest
$
PR ———— Grop mirance procesds |10 Groas proceeds pai B o
atormey
$ $
City of Sown. R2ate of rOWINCA. country. and 2P or foreign postal code 11 Fah purchased for resdle |12 Saction 400A deferrals.
$ $
4 B goioen P |16 Morameed e
papacts compenaatin
$ $
96 Stars tax wiNhed 17 StatePayer's $238 no. 18 Stats income
$ [

Form 1099-MISC Aev. 1.2

ww irs. gowFonm! ORIMISC

Dapartmant of the Traasury - Intemal Reverue Servics

61

61

The Broker’s 1099-MISC

NATP

Miscellaneous Information—2021

Department of the Treasury-Internal Revenue Service

Form 1099-MISC

Copy B for Recipient (OMB No. 1545-0115)

Box Description Total
2 Royalties $ 1,155.00
4 Federal Income Tax Withheld $ 15.00
8 Substitute Payments in Lieu of Dividends or Interest $ 810.00
15  State Tax Withheld $ 1,300.00
16 State/Payer’s State No. VARIOUS

7 State Income $ 3,244.00

FATCA Filing Requirement []
* An abbreviated version may be included with the Consolidate 1099.
62

62
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Form 1099-MISC Box 2

NA_TP

Miscellaneous Information—2021 Form 1099-MISC
Department of the Treasury-Internal Revenue Service Copy B for Recipient (OMB No. 1545-0115)
Box Description Total

— 2 Royalties $ 1,155.00
4 Federal Income Tax Withheld $ 15.00
8 Substitute Payments in Lieu of Dividends or Interest $ 810.00
15  State Tax Withheld $ 1,300.00
16 State/Payer’s State No. VARIOUS
17  State Income $ 3,244.00

FATCA Filing Requirement [J
* Box 2 reports royalties from oil, gas, or mineral properties;
copyrights; and patents. These will go on Schedule E.
63

63

Form 1099-MISC Box 4

N/_\TP

Miscellaneous Information—2021 Form 1099-MISC

Department of the Treasury-Internal Revenue Service Copy B for Recipient (OMB No. 1545-0115)

Box Description Total

2 Royalties $ 1,155.00
=——P'4  Federal Income Tax Withheld s 15.00

8  Substitute Payments in Lieu of Dividends or Interest $ 810.00

15  State Tax Withheld $ 1,300.00

16 State/Payer’s State No. VARIOUS

17 State Income $ 3,244.00

FATCA Filing Requirement [J
* Box 4 (bolded) shows federal tax withheld.
64

64
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1099-MISC Box 8 NATP

Miscellaneous Information—2021 Form 1099-MISC
Department of the Treasury-Internal Revenue Service Copy B for Recipient (OMB No. 1545-0115)
Box Description Total
2 Royalties $ 1,155.00
4 Federal Income Tax Withheld s 15.00
— 8 Substitute Payments ilLigl of Dividends or Interest $ 810.00
15  State Tax Withheld $ 1,300.00
168  State/Payer’s State No. VARIOUS
17  State Income $ 3,244.00
FATCA Filing Requirement O

* Box 8 of the 1099-MISC shows substitute payments in lieu of
dividends or tax-exempt interest received by your broker on your
behalf as a result of a loan of your securities

* Report on Schedule 1, Line 8z.

65

65

Substitute Payments in Lieu = NATP

* Substitute payments in lieu of dividends result from a broker or mutual
fund manager lending out a taxpayer’s stock to short-sellers.

» If the stock pays a dividend during the period that they've borrowed
shares, then the short-sellers have to reimburse the stockholder for the
lost dividend income.

* This reimbursement is the substitute payment made in lieu of the
dividends the taxpayer would otherwisé have received directly from
the company issuing the stock.

in Lieu of or Interest
123 LOW PRICED STOCK 19829XXXX 3 540.00 $ 0.00 $ 540.00
MADE UP REAL ESTATE TBOIOXXXX $ 270.00 $ 0.00 $ 270.00
Total Substitute Payment in Lieu of Dividends or Interest (Box 8) $ 810.00 $ 0.00 L] 810.00

66

66
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Substitute Payments in Lieu

NATP

* The point of payments in lieu of ——

| Income

dividends is to make the shareholder | & fmmme om0

whole.

* But the downside to payments in lieu
is that they don't qualify for
favorable qualified dividend tax
rates!

 Payments are taxed at ordinary
income rates, reported on Schedule 1.

b Date of original di
Business income

Other income:

Gambling .

—x—-—za=sancs

Stock options .
for profit but were

instructions)

1040, line 1a or 1d

u Wages eamed whil
2 Other income. List

Unemployment compensation . .
NEtOPeraingloss . . . . . . . .. ...... ...

Cancellation of debt .
Foreign eamed income exclusion from Form 2555 . . .
Income from Form 8853 . .
Income from Form 8889 S E
Alaska Permanent Fund dvidends . . . . . . . . .

Activity not engaged in for profitincome . . . . . . .
Income from the m‘alofpevsonalpmpeﬂyrfyw enqaged me rental
m Olympic and Paralympic medals and USOC prize money (see

n Seclm 951(a) mc\us;on(see nslmlw] e

0 Section 851A(a) inclusion (see instructions) .

P Section 461 excess business loss adjustment . .

q Taxable distributions from an ABLE account (see i r\swcbonsz N
r Scholarship and fellowship grants not reported on Form W-2 .

s Nontaxable amount of Medicaid waiver payments included on Form

t Pension or annuity from a ﬂoﬂqual fed d=|med comDEﬂsabDn plan or
anongovemmental section 457 plan . . .

worce or separation agreement (se¢ instructions) —

or (053). Attach Schedule C . .

3
4 Other gains or (losses). Attach Form 4797

5 Rental real estate, royalties, partnerships, S corporations, rusts, etc. Attach Schedule £
6  Farm income or (Joss). Attach ScheduleF . . . . .. - .

7
8

+M+WW

not in the business of renting such property .

le incarcerated

? ¥ & FEEFEE [ FERRERFERPE

type and amount:

67

67

Form 1099-MISC Boxes 15,

16, 17

NATP

Lines 15, 16 and 17 are all state information.

withheld, but to what state???

..$1300 of state tax

Miscellaneous Information—2021

Department of the Treasury-Internal Revenue Service

Form 1099-MISC

Copy B for Recipient (OMB No. 15450115)

Box Description Total
2 Royalties $ 1,155.00
4 Federal Income Tax Withheld s 15.00
8 Substitute Payments in Lieu of Dividends or Interest $ 810.00
${15  State Tax Withheld $ 1,300.00
P 16  State/Payer's State No. VARIOUS
$| 17  State Income $ 3,244.00
FATCA Filing Requirement []
68

68
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1099-MISC Detail Info

NATP

* You might have to search further into the 1099 to find details on

this state stuff.

SUPPLEMENTAL INFORMATION
Detail of Miscellaneous Information
Paid/Adjusted in
Description CUSIP Number Paid in 2021 2022 for 2021 Amount
Royalties
FAKE ROYALTY TRUST 2275TXXXX 555.00 0.00 565.00
SAMPLE ENERGY DEP UTS 80201 XXXX 600.00 0.00 600.00
Total Royalties (Box 2) 1.185.00 0.00 1,185.00
Federal Income Tax Withheld
SAMPLE ENERGY DEP UTS 80201 XXXX (15.00) 0.00 (15.00)
Total Federal Income Tax Withheld (Box 4) (18.00) 0.00 (15.00)
Substitute Payments in Liew of Dividends or Interest
123 LOW PRICED STOCK 1982900(X 540.00 0.00 540.00
MADE UP REAL ESTATE TBO0MXXX 270.00 0.00 270.00
Total Substitute Payment in Lieu of Dividends or Interest (Box 8) $10.00 0.00 $10.00
-
State Tax Withheld State 1D. No. State State Income ‘State Tax Withheld
FAKE EQUITY CO 000000000 ca 22545000 1.244.00 500.00
SAMPLE EQUITY CO 000000000 T 98456XXXX 2.000.00 800.00
Total State Tax Withheld (Box 15-17) 3.244.00 1.300.00
69
B d B .
Chapter Years
70

70
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Bond Basics NATP

* Abond is a loan of money from bond purchaser to bond issuer
* Par value = face value

* Determines maturity value

* Determines coupon payments
* Bond holders

* Report interest on Schedule B

* Report gross proceeds on Schedule D at maturity or upon sale

71

71

Not Always Purchased at Par!! NATP

» Two different markets
¢ Primary market = bonds are purchased when issued
* Secondary market = bonds are purchased from other bond holders

* Purchasers in both markets may pay par, or less than par, or more than
par
* More? Purchased at a premium

* Less? Purchased at a discount

* But when the bond matures, proceeds are always par value!

72

72
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Purchased at Par

* Bob purchased 10 x $1,000 ABC corporate bonds at par, total
$10,000

» Coupon rate is 4%
* Bob will report $400 of taxable interest each year
+ At maturity, the 1099-B looks like this:

. Long—term, covered transaction

ABCBond 7/1/2015 6/30/2019 10,000 10,000

73

Purchased at a Discount

* Bond has a par value of $1,000

* Alice buys it for $980 = she bought it at a discount. This
occurs when the interest rate of the bond is LOWER than
current market

* When it matures, Alice receives the full $1,000, which is what
the broker will report

* But she bought it for $980, so what do we do with that
missing $20?

Alice 3/1/2019 2/28/2020  $1,000 $1,000
Bond

$0

4

,‘z-«

74
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Purchased at a Discount NATP

* We have the option to equalize the discount over time by adding a
bit of interest to the tax return each year over the life of the bond;
this process is called accretion. Bond market discount must be
reported as ordinary interest; it cannot be treated as capital gain.

» If it’s a five-year bond, the accretion is $4 per year if calculated
straight line.

« If that option isn’t selected, then the full discount amount is added
to the tax return as ordinary interest at the time of maturity.

* This is in addition to any interest Alice receives from the bond
itself.

75

Purchased at a Premium & NE

* Market interest rate has changed since original issue!

* Bond has a face value of $1,000 when sold on secondary
market

* But Doug buys it for $1020 = he bought it at a premium

* When it matures, Doug gets $1,000 and that’s what'll
show up on his 1099-B

* What do we do about that $20 difference?

Doug Bond 3/1/2019  2/28/2020 $1,000 $1,000

76
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Purchased at a Premium NATP

* We have the option of taking a capital loss in the amount of $20
when it matures OR we can decrease the basis of the bond to
$1,000 by amortizing that $20 ratably over the bond life

* This occurs by reporting NEGATIVE interest

* Usually advantageous because tax on interest is higher than
capital gain rates, so negative interest is good

* Choice to amortize is binding on all future years

77

77

Amortization Review NATP

* Taking the difference between face value and the premium price over time is
called amortization.

* It reduces current interest income and reduces basis in the bond.
* Advantageous — reducing interest is better than reducing capital gains.

* This treatment is optional for a taxable bond and mandatory for a tax-
exempt bond.

* If not elected, then the tax treatment of the premium at maturity is a
capital loss.

78

78
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Accretion Review NATP

* Taking the difference between the face value and the discount over time is
called accretion

[t increases current interest income and bond basis.

+ Advantageous because spreading interest out over time is usually better
than taking it all at once upon maturity.

* Accretion is optional for both taxable and tax-exempt bonds.

* If not elected, then the tax treatment of the discount at maturity is
reported as ordinary income, not capital gain.

79

79

Be Aware! NATP

* Most brokers assume you are accounting for accretion/accrual
and report bond maturity. That’s their default position.

Acquired/Opened Sold/Closed Holding Period

08/24/2012 02/15/2021 Long Term

Quantity Sold Proceeds per Share Cost per Share Cost Basis Realized Gain/(Loss)
15,000.00000 $100.0000 ~ Cost Basis for fixed income securitiesis 4 367 05 $3,367.05)/(18.33%

now adjusted to reflect amortized/accreted

values. Click the acquired/opened date to

view original cost in the Details page. Note
Bond Amortization/Accretion® Some securities, including variable
rate/term instruments and mortgage
backed securities, may only reflect original
cost even when the amortization/accretion
preference is on
$100.0000 50.00/0.00%

Adjusted Cost per Share © Adjusted Realized Gain/(Loss)©

80

80
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1099-INT

NAIP

Arizona
Chapter

Years

81

81

The IRS" 1099-INT

NATP

[] voID

| CORRECTED

PAYER'S name, sirest address, ity or town, state or province, country, ZIP
or foreign postal coce, and telepnons no.

PAYER'S TIN

RECIPIENT'S TIN

Payers RTN (optional) OMB No. 1545-0112
Form 1099-INT Interest
1 Intecest income (Rev. January 2022) Income
For calendar year
$ 0
2 Earty withdrawal penalty Copy 1
$
3 Intsreston U.S. Savings Bonds and Treasury obligations F"D’emn::t

$
RECIPIENT'S name 4 Federal income tax withhekd] § Investment expenses
$ $

Strwet adcress {inchuding apt. no.)

City or town, state or province, country, and ZIP or foreign postal code

6 Foreign tax paid

7 Forsgn cauniry or US. possession

8 Tax-exempt interest

$

© Speciied pivate actvty bond
rtieast

$

10 Market discount

11 Bond premium

FATCA fiing|$ S
premum on T dpr [e—]
= I8 $
Account number (see instructions) 14 Tax-exempt and tax credit | 15 State | 16 State dentéication no. | 17 State tax withheid

bend CUSIP no.

S
$

Form 1099-INT ®Rev. 1-2022)

Www.irs. gow/Form 1 O9OINT

Department of the Treasury -

Intemal Revenue Service

82

82
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The Broker’s 1099-INT  NATP

Interest Income—2021 Form 1099-INT
Department of the Treasury-internal Revenue Service Copy B for Recipient (OMB No. 15450112)
Box Description Total
1 Interest Income $ 2,060.00
3 Interest on U.S. Savings Bonds and Treasury Obligations $ 700.00
4 Federal Income Tax Withheld s 65.00
§  Investment Expenses s 85.00
L] Foreign Tax Paid $ 100.00
7 Foreign Country or U.S. Possession Canada

8 est $ 425.00
9 s 225.00
10 $ 888.00
11 s §65.00
12 y Obligations s 100.00
13 mpt Bond $ 333.00
14 Bond CUSIP No. VARIOUS

1s VARIOUS

16 cati VARIOUS

17  State Tax Withheld $ 2,700.00

83

83
Box 1: Taxable Interest NATP
* Box 1 shows taxable interest for the year which may or may not
have actually been received by the taxpayer.
* Could be interest from CDs, money market accounts, commercial
paper, many different possibilities.
* Ordinary income, Schedule B!
= —
84
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Box 2: Early Withdrawal Penali NATP

* Bank CDs cannot be accessed without penalty before the end of the term.
* Early withdrawal penalties are deducted on Schedule 1, Part II, Line 18
* No income limits, not an itemized deduction

* If the client has not paid any early withdrawal penalty, you won't see
anything on the broker’s 1099; it'll go from Box 1 directly to Box 3

Schedule 1 (Form 1040) 2022 Page 2
g d |l Adjustments to Income
11 Educatorexpenses . . . . . . . . . . . . u i e e e e e e e e e e 11
12 Certain business expenses of reservists, performing artists, and fee-basis government
officials. AttachForm2106 . . . . . . . . . . . . . . . . . . . . .. .. 12
13  Health savings account deduction. Attach Fom8889 . . . . . . . . . . . . . . 13
14  Moving expenses for members of the Armed Forces. Attach Form3903 . . . . . . . 14
15 Deductible part of self-employment tax. Attach ScheduleSE . . . . . . . . . . . 15
16 Self-employed SEP, SIMPLE, and qualifiedplans . . . . . . . . . . . . . . . . 16
iZ Solf L cLhaalib insiranca daduction 127
I 18 Penalty on early withdrawalofsavings . . . . . . . . . . . . . . . . . . .. 18 I

85

85

Box 3: T-Obligation Interest NATP

* Box 3 shows interest on U.S. Savings Bonds, Treasury bills,
Treasury bonds and Treasury notes, etc.

* This interest is exempt from state and local income taxes.
* This interest is not included in Box 1

Interest Income—2021 Form 1099-INT
Department of the Treasury-internal Revenue Service Copy B for Recipient (OMB No. 15450112)
Box Description Total
1 Interest Income s 2,060.00
s 3 interest on U.S. Savings Bonds and Treasury Obligations s 700.00

86

86

43



10/30/2023

Box 4: Federal Withholding NATP

* Notice that if there’s federal withholding reported in Box 4, it'll be
bolded to help you not miss it.

Interest Income—2021 Form 1099-INT

Department of the Treasury-Internal Revenue Service Copy B for Recipient (OMB No. 15450112)

Box Description Total
1 Interest Income $ 2,060.00
3 Interest on U.S. Savings Bonds and Treasury Obligations $ 700.00

$ 65.00

w4 Foderal Income Tax Withheld

87

87

Box 5: Investment Fees  NATP

Do I care about investment fees?

Interest Income—2021 Form 1099-INT

Department of the Treasury-Intemal Revenue Service Copy B for Recipient (OMB No. 1545.0112)

Box Description Total
1 Interest income $ 2.060.00
3 Interest on U.S. Savings Bonds and Treasury Obligations. $ 700.00
4 Federal Income Tax Withheld s 65.00
# 8  Investment Expenses 3 85.00

88

88
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Boxes 6 & 7: Foreign Tax Credit

NATP

* Boxes 6 & 7 are reported on Form 1116, Foreign Tax Credit

Interest Income—2021

H

Form 1099-INT

Department of the Treasury-Internal Revenue Service Copy B for Recipient (OMB No. 15450112)
Box Description Total
1 Interest Income $ 2,060.00
3 Interest on U.S. Savings Bonds and Treasury Obligations $ 700.00
4 Federal Income Tax Withheld $ 65.00
5 Investment Expenses $ 85.00
[ Foreign Tax Paid $ 100.00
7 Foreign Country or U.S. Possession Canada
89

89

Boxes 8 & 9: Tax Exempt

N/_\TP

* Box 8 shows tax-exempt interest paid during the year

* Box 9 shows tax-exempt interest subject to the alternative
minimum tax
* This amount is included in Box 8

Interest Income—2021 Form 1099-INT
Department of the Treasury-Internal Revenue Service Copy B for Recipient (OMB No. 15450112)
Box Description Total
1 Interest Income s 2,060.00
3 Interest on U.S. Savings Bonds and Treasury Obligations s 700.00
4 Federal Income Tax Withheld S 65.00
5 Investment Expenses s 85.00
6 Foreign Tax Paid s 100.00
7 Foreign Country or U.S. Possession Canada
| 8 TaxExempt Interest s 425.00
- 9 Specified Private Activity Bond Interest 5 225.00
90

90
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Box 10: Market Discount NATP

* Market discount, as we discussed earlier.

Interest Income—2021 Form 1099-INT
Department of the Treasury-internal Revenue Service Copy B for Recipient (OMB No. 15450112)
Box Description Total
1 Interest Income $ 2,060,00
3 Savings Bonds and Treasury Obligations $ 700.00
4 Fede: )come Tax Withheld s 65.00
5 s 85.00
6 s 100.00
7 Canada
8 s 425.00
9 te Activity Bond Interest s 225.00
—> 10  Market Discount s 888.00

91

91

Box 11: Bond Premium  NATP

* This taxpayer has bond premium of $555, which will be subtracted
from interest, even though it shows up as a positive number!

« If the taxpayer notified the broker that they were not going to
amortize bond premiums, this would be zero.

Interest Income—2021 Form 1099-INT
Department of the Treasury-Internal Revenue Service Copy B for Recipient (OMB No. 15450112)
Box Description Total
1 Interest Income $ 2.060.00
3 Interest on U.S. Savings Bonds and Treasury Obligations s 700.00
4 Federal Income Tax Withheld s 65.00
5  Ivestment Expenses $ 85.00
6  Foreign Tax Paid s 100.00
7 Country or U.S. Possession Canada
8  TaxExempt Interest $ 425.00
9 Specified Private Activity Bond Interest $ 225.00
10 Market Discount $ 888.00
w11 Bond Premium $ 555.00

92

92

10/30/2023
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Bond Premium Adjustment NATP

* Notated as ABP adjustment on Schedule B
Part | 1 List name of payer. If any Interest Is from a seller-financed mortgage and the Amount
| buyer used the property as a personal residence, see the instructions and list this
nterest interest first. Also, show that buyer's social security number and address:
(5%9‘:15"7-'13“0“5 ABP ADJUSTMENT (555)‘_
an e
Instructions for
Form 1040,
line 2b.)
Note: If you
received a
Earm 1000 INT
93
93
Box 12: NATP

Premium for T-Obligations

* This is basically the same as Box 11, but for Treasury obligations,

which may have been purchased at a premium.

* If an amount is not reported in this box for a U.S. Treasury
obligation that is a covered security acquired at a premium and
the payer is reporting premium amortization, the payer has
reported a net amount of interest in Box 3.

Interest Income—2021

Department of the Treasury-intemal Revenue Service

Box Description

P P R P P P

Form 1099-INT

Copy B for Recipient (OMB No. 15450112)
Total
2,060.00
700.00
65.00
85.00
100,00

425,00
225.00
888,00
555.00
100.00

94

94
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Box 13: Bond Premium for Tax-Exempt

NATP

* This is basically the same as Box 11, but for tax-exempt

obligations, which may have been purchased at a premium. For

tax-exempt bonds, amortization is REQUIRED! Accretion is

OPTIONAL!

Interest Income—2021

Department of the Treasury-Internal Revenue Service

Form 1099-INT

Copy B for Recipient (OMB No. 15450112)

Box Description Total
1 lnterest Income s 2,060.00
3 Interest on U.S. Savings Bonds and Treasury Obligations s 700.00
4 Fodoral Incomo Tax Withheld s 65.00
s Investment Expenses s 85.00
6 Foreign Tax Paid s 100.00
7 Foreign Country or U.S. Possession Canada
8 Tax-Exempt Interest $ 425.00
9 Specified Private Activty Bond Interest s 225.00
10 Market Discount s 888.00
11 Bond Premium s 555.00
12 Bond Prem easury Obligations s 100.00

P 13 sond Prem fax Exempt Bond s 333.00

95

95

Box 14: CUSIP #s for Tax-Exempts NATP

* Box 14. Shows CUSIP number(s) for tax-exempt bond(s) on which tax-
exempt interest was paid, or tax credit bond(s) on which taxable

interest was paid or tax credit was allowed, during the calendar year. If

blank, no CUSIP number was issued for the bond(s).

Interest Income—2021

Department of the Treasury-interal Revenue Service
Box  Description

1 Interest Income

3 Interest on U.S. Savings Bonds and Treasury Obligations
4 Federal Income Tax Withheld

§  Iwestment Expenses

€  Foreign Tax Paid

7 Foreign Country or U.S. Possession

8  TaxExempt Interest

9 Specified Private Activity Bond Interest

10 Market Discount

11 Bond Premium

12 Bond
13  Bond Premium on Tax-Exempt Bond

ﬂ 14  Tax-Exempt and Tax Credit Bond CUSIP No.

15  State

16  State Identification No. VARIOUS
17 State Tax Withheld

on Treasury Obligations

VARIOUS

Form 1099-INT

Copy B for Recipient (OMB No. 15450112)

“w oo e n

“wolne e o

Total

2.060.00
700.00
65.00
85.00
100.00

425.00
225.00
888.00
555.00
100.00
333.00

2.700.00

96

96
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Boxes 15, 16, & 17:

State Stuff

NA_TP

* Watch for withholding!

Interest Income—2021

Department of the Treasury-Internal Revenue Service

Box  Description

1 Interest income

3 Interest on U.S. Savings Bonds and Treasury Obligations
4 Federal Income Tax Withheld

§  Ivestment Expenses

6  Foreign Tax Paid

7 Foreign Country or U.S. Possession

8  TaxExempt Interest

8 Specified Private Activity Bond Interest

10 Market Discount

11

12 Bond Premium on Treasur y Obligations

13 nd Pr TaxExempt Bond

14 TaxExempt and Tax Credit Bond CUSIP No.

15  State

I

17 State Tax Withheld

State identification No. VARIOUS

VARIOUS
VARIOUS

Form 1099-INT

Copy B for Recipient (OMB No. 15450112)
Total

2,060.00
700.00
65.00
85.00
100.00

oo o e

425.00
225.00
888.00
555.00
100.00
333.00

wlnnnnn

F 2,700.00 I

97

97

Look for the Details

N(_\TP

* Further down in the 1099 is where you might find the details you

need on state withholding
* Here it is for the $2,700 we saw on the last slide

* (The 1099-INT was on Page 5 and the detail was on Page 30)

Detail Information of Interest Income (continued)

Paid/Adjusted in

Total State Tax Withheld (Box 15-17)

Description

State Tax Withheld State ID. No. State
FAKE EQUITY CO 000000000 CA
SAMPLE EQUITY CO 00-0000000 VI

Paid in 2022 for 2021
$ (1,200.00) | 0.00
$ (1,500.00) s 0.00
s (2,700.00) 0.00

Amount
$ (1.200.00)
$ {1,500.00)
s (2,700.00)

98

98
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Market Discounts for T-Obligations? NATP

* You may have noticed that there’s a box for bond premiums on T-
obligations but not a box for bond discounts for T-obligations.
There’s also not a box for discounts on tax-exempt bonds.

* This is because market discount is subject to ordinary income
tax rates even for a tax-exempt bond and T-obligations, so it’s all
included in Box 10, Market Discount.

* Market discount is never tax-exempt because it does not represent
an interest expense of the issuer!

9

99

Tax Exempt Bonds

Arizona
Chapter Years

100

100
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About Tax-Exempt Bonds NATP

* A tax-exempt security is an investment in which the income
produced is free from federal, state and/or local taxes.

* Most tax-exempt securities come in the form of municipal bonds,
which represent obligations of a state, territory or municipality.

* Tax-exempt securities are more valuable to taxpayers in the higher
tax brackets.

101

101

Municipal Bonds NATP

* Municipal bonds are bonds issued by state and local governments
and certain governmental authorities.

* Municipal bonds are federally tax-exempt, and bonds issued by
your
state of residence, or a locality or agency within the state, are
usually state tax-exempt.

* But if you hold bonds from “out of state” then interest paid on
those bonds is usually subject to state tax in your state of
residency.

102

102
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Be Aware of State Issues! NATP

* These states tax in-state bonds in most instances as well as out-of-
state bonds:

» Oklahoma
* Iowa
* Wisconsin
* [llinois
* For most other states, the basic rule is that only interest from

bonds issued within the state is exempt from that state’s income
taxes.

103

103

Be Aware of State Issues! NATP

» Utah does not tax its own bonds, but also does not tax bonds
issued in states that do not tax Utah bonds. If a state does not
collect taxes on Utah’s bonds, Utah does not collect interest on
that state’s bonds. Residents of Utah can buy bonds from states
with no income taxes such as Texas and Washington and avoid
paying Utah state income taxes on the interest.

* Washington D.C. residents can buy bonds from anywhere and not
pay state or district income taxes on the interest.

104

104
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Tax-Exempt Accretion ~ NATP

Tax-exempt bonds with market discount are subject to the same
rules as taxable discount bonds. The investor has the option to
accrete the market discount into income each year or recognize it
all in the year the bond is disposed of.

The accreted discount is treated as ordinary interest income and
is subject to federal income tax despite the fact that the bond itself
is considered a tax-exempt bond.

105

105

Tax-Exempt Amortization NATP

Investors are required to amortize the premium for tax-exempt bonds.

Because the interest from the bond is tax-exempt, the amortized
premium does not create a current-year tax benefit for the investor
(unlike with premium on a taxable bond).

Despite no tax benefit, the investor must still reduce their cost basis in
the bond for the amortized amount.

Thus, if the tax-exempt bond is held to maturity, there is no deductible
capital loss.

While there is no federal tax benefit to amortizing the premium on
these bonds, there could be state tax implications.

106

106
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Gain on Sale Also Tax-Exempt, Right?

» Martha is a resident of California. N

* She invests in California municipal bonds and
doesn’t pay Federal or state tax on the interest
from those bonds.

* She needs some cash and would like to sell the
bonds prior to maturity.

* She believes any gain she receives is also tax
exempt.

Your thoughts?

107

Treasury Obligations

Arizona
Chapter Years

108

108
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Selling the National Debt NATP

* The U.S. government funds operations by selling treasury bonds,
bills and notes and a variety of other products.

* The practice dates back to the Revolutionary War.

* Treasury bills hit the market in 1929, U.S. savings bonds appeared
in 1935, treasury notes in 1977.

This $65 continental note was issued Jan. 14,
1779. The Revolutionary money was printed in
various denominations and signed by hand.

'_ag— d-.wu.-m-. ,,fj-a\; A o
11 auud ~ {'} >
r\:ﬁfq [

Gdd.nbc" 1
, Il

i of E
; .‘:."' e o, Wt J i: https://home.treasury.gov/about/history/history-
J “‘L:.ghe '%;{: overview/history-of-the-treasury
s her kr
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Selling the National Debt NATP

* Savings Bonds, Treasury Bonds, Bills and Notes are all investment
products sold by the US government.

* Differences between them involve the interest paid and the length of time
they are held

* The taxpayer is essentially loaning money to the federal
government in return for interest.

* The US Government has never defaulted on any of its obligations,
so this is considered a conservative aka safe investment.

* Interest income not taxable to the state.

110

110
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Treasury Bonds Sold Directly NATP

* Savings bonds that are purchased on the TreasuryDirect.gov
website are registered to a single owner.

* They can be inherited but not sold on a secondary market.

* Can be cashed in prior to maturity but will incur an early
withdrawal penalty.

* Most common are Series EE and Series |

* Series EE are guaranteed to at least double in value in 20 years and can
continue to pay interest for up to 30 years post-issuance.

* Series I bonds are issued with a fixed rate of return plus a variable
inflation rate, and can also continue to pay interest for up to 30 years post-
issuance.

111

111

Excludable Interest from Series EE and I NATP

* The taxpayer can exclude interest income from Series EE and Series I US
Savings bonds if all of the following are true:

* The bonds were issued after 1989;

* The person in whose name the bonds were issued was age 24 or older
before they were issued;

* The bonds were cashed in during the during tax year;
* The taxpayer paid qualified higher education expenses;
* The filing status on the return is not MFS;

* The exclusion phases out with higher income levels

* Calculated on Form 8815

112

112
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Interest Reporting from TreasuryDirect.gov NATP

* “You'll receive your 1099 forms differently, depending on which
system you have invested through.

* If you invest in TreasuryDirect, your 1099 will be available
electronically and you can print the form from your account. 1099
forms are available by January 31 of each tax year.

* If you invest in Legacy Treasury Direct, each year you'll receive a
1099 during January (1042-S during March if you're a foreign
investor) showing the interest you've earned.”

TreasuryDirect

113

113

So... Not On the Broker’s Consolidated 1099? NATP

* You got it.

* Taxpayer who bought the investment through a broker will have
the interest reported on the 1099B.

 Taxpayer who bought the investment directly from
TreasuryDirect.gov needs to go into his TreasuryDirect.gov
account (which is no mean feat) and look up the tax forms.

TreasuryDirect

114

114

57



10/30/2023

1099-O1D

Arizona
Chapter Years

115

115

Original Issue Discount Bonds NATP

* If a bond is issued at a price that is less than its stated maturit
value, the bond is said to have Original Issue Discount, or OID.

* The amount of OID is the difference between what the investor
paid for the bond and its maturity value.

* § 1272(a) of the tax code requires that the Original Issue Discount
be included in the lender's taxable income at the end of each tax
year.

* For a regular bond purchased at a discount, adding in that interest
every year is optional.

* For OID bonds, it’s required and is reported as ordinary interest.

116

116
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The IRS” 1099-OID

NATP

VOID CORRECTED

PAVERS T

RECPENTS nama

PAYER'S name, sirest address, Gy o lown, siate or province, Country,
2P or Sorwger postal code, ared .

TrecromsT™

Strest acchess inchusing act. 7o)

Caty or town, state or province, country. and ZIP or foreign postal code

1 Orignal s dacount b | OMB No. 15450117
;

s .

o 1099-01D Original Issue

Pov. Octcber 209 Discount
2 Gthar pariodc rterest

For e yer
S 0__
3 Eay e paraty s.;.ﬂ... rcorme tn wP Copy 1
S Warket oot & Acaaiion prarm
For State Tax

s s Department
7 Overioton
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The B

ro

ker’s 1099-OID

NATP

Original Issue Discount—2021

Department of the Treasury-Internal Revenue Service

1-Original Issue 4-Federal Income

5-Market
Discount

Form 1099-0ID

Copy B for Recipient (OMB No. 1545-0117)
B-Acquisition

8-Original Issue Discount
Premium

on U.S. Treasury

7-Description CUSIP Number Discount for 2021 Tax Withheld 10-Bond Premium  11-Tax-Exempt OID Obligations
123 ENERGY CAP 11.8% 6933 1)X000¢ $ 133333 § 100.00 % 11111 $ 000 $ 0.00
s 000 $ 0.00
A FAKE CAP 11.6% PXXX B86794X000 $ 499.00 § 0.00 % 000 % 22222 § 0.00
$ 000 $ 0.00
ANY STATE BOND DUE 12/28 02508X000¢ $ 000 $§ 0.00 $ 0.00 % 0.00 § 0.00
$ 000 $ 444.44
SAMPLE CORPORATE 10.375%24 12345X000¢ $ 1535 § 0.00 § 000 $ 000 § 0.00
$ 33333 § 0.00
STRIP 0%20 91283)00 $ 000 § 10000 000 $ 000 § 8,888.00
$ 000 $ 0.00
STRIP 0%24 91283000 $ 000 § 0.00 § 0.00 § 0.00 § 323262
s 000 $ 0.00
FATCA Filing Requirement (]
Total Original Issue Discount (Box 1) s 1,847.68
Total Federal Income Tax Withheld (Box 4) $ 200.00
Total Market Discount (Box §) s 111,11
Total Acquisition Premium (Box 6) s 222.22
Total Original Issue Discount on U.S. Treasury Obligations (Box 8) $ 12,120.62
Total Bond Premium (Box 10) $ 333.33
Total Tax-Exempt OID (Box 11) s 444.44
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10/30/2023

Box 1: Original Issue Discount

NATP

Original Issue Discount—2021

Department of the Treasury-Internal Revenue Service

1-Original Issue

4-Federal Income

5-Market
Discount

Form 1099-0ID

Copy B for Recipient (OMB No. 15450117)
6-Acquisition

8-Original Issue Discount
Premium

on U.S. Treasury

7-Description CUSIP Number Discount for 2021 Tax Withheld 10-Bond Premium  11-Tax£Exempt OID Obligations
123 ENERGY CAP 11.8% 693310000 s 1,333.33 § 100.00 11111 % 000 § 0.00
$ 000 $ 0.00
A FAKE CAP 11.6% PXXX 86794X00K $ 499.00 § 000 § 000 $ 22222 § 0.00
$ 000 $ 0.00
ANY STATE BOND DUE 12/28 02508XXXK $ 000 $ 000 § 000 $ 0.00 § 0.00
$ 000 $ 444.44
SAMPLE CORPORATE 10.375%24 1234510000 $ 1535 § 000 § 000 $ 000 § 0.00
$ 33333 $ 0.00
STRIP 0%20 91283)X000C $ 000 $ 100.00 $ 000 $ 000 § 8,888.00
$ 0.00 % 0.00
STRIP 0%24 912B3X0K s 000 $ 0.00 § 000 § 0.00 § 323262
$ 000 $ 0.00
FATCA Filing Requirement [J
—) Total Original Issue Discount (Box 1) $ 1,847.68
Total Federal Income Tax Withheld (Box 4) $ 200.00
Total Market Discount (Box 5) s 11111
Total Acquisition Premium (Box 6) $ 22222
Total Original Issue Discount on U.S. Treasury Obligations (Box 8) $ 12,120.62
Total Bond Premium (Box 10) $ 333.33
Total Tax-Exempt OID (Box 11) s 444.44

119

119

Box 4: Federal Withholding NATP

Original Issue Discount—2021

Department of the Treasury-Internal Revenue Service

1-Original Issue

4-Federal Income

5-Market
Discount

Form 1099-0ID

Copy B for Recipient (OMB No. 1545-0117)
6-Acquisition

8-Original Issue Discount
Premium

on U.S. Treasury

7-Description CUSIP Number Discount for 2021 Tax Withheld 10-Bond Premium  11-Tax-Exempt OID Obligations
123 ENERGY CAP 11.8% 6933 1)X000¢ $ 133333 § 100.00 § 11111 $ 000 $ 0.00
$ 000 $ 0.00
A FAKE CAP 11.6% PXXX B86794X000 $ 499.00 § 0.00 % 000 % 22222 § 0.00
$ 000 $ 0.00
ANY STATE BOND DUE 12/28 02508X000¢ $ 000 $§ 0.00 $ 000 $ 0.00 § 0.00
$ 000 $ 444.44
SAMPLE CORPORATE 10.375%24 12345X000¢ $ 1535 § 0.00 § 000 $ 000 § 0.00
$ 33333 § 0.00
STRIP 0%20 91283)00 $ 000 $ 10000 000 $ 000 § 8,888.00
$ 000 $ 0.00
STRIP 0%24 91283000 $ 000 § 0.00 § 0.00 § 0.00 § 323262
s 000 $ 0.00
FATCA Filing Requirement (]
Total Original Issue Discount (Box 1) s 1,847.68
HTotal Federal Income Tax Withheld (Box 4) $ 200.00
Total Market Discount (Box §) s 111,11
Total Acquisition Premium (Box 6) s 222.22
Total Original Issue Discount on U.S. Treasury Obligations (Box 8) $ 12,120.62
Total Bond Premium (Box 10) $ 333.33
Total Tax-Exempt OID (Box 11) s 444.44
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10/30/2023

Box 5: Market Discount NATP

Original Issue Discount—2021 Form 1099-01D

Department of the Treasury-Internal Revenue Service Copy B for Recipient (OMB No. 15450117)

5-Market 6-Acquisition g _griginal Issue Discount

1-Original Issue 4-Federal Income Discount Premium on U.S. Treasury

7-Description CUSIP Number Discount for 2021 Tax Withheld 10-Bond Premium  11-Tax£Exempt OID Obligations

123 ENERGY CAP 11.8% 69331XXK $ 1,33333 § 100.00 $ 11111 § 000 § 0.00
$ 0.00 % 0.00

A FAKE CAP 11.6% PXXX 86794X00K $ 499.00 § 000 § 000 $ 22222 § 0.00
$ 000 $ 0.00

ANY STATE BOND DUE 12/28 02508X00K $ 000 § 000 § 000 $ 0.00 § 0.00
$ 000 $ 444.44

SAMPLE CORPORATE 10.375%24 12345X00C $ 1535 § 000 § 000 $ 0.00 § 0.00
$ 33333 $ 0.00

STRIP 0%20 91283X0K $ 000 § 10000 5 000 $ 0.00 § 8,888.00
$ 0.00 $ 0.00

STRIP 0%24 91283X0K s 000 § 0.00 § 0.00 § 0.00 $ 3.232.62
$ 000 $ 0.00

FATCA Filing Requirement (]

Total Original Issue Discount (Box 1) $ 1,847.68
Total Federal Income Tax Withheld (Box 4) $ 200.00
—t Total Market Discount (Box 5) s 11111
Total Acquisition Premium (Box 6) $ 22222
Total Original Issue Discount on U.S. Treasury Obligations (Box 8) $ 12,120.62
Total Bond Premium (Box 10) $ 333.33
Total Tax-Exempt OID (Box 11) s 444.44

* Market discount on an original issue discount bond. -

121

Box 6: Acquisition Premium NATP

Original Issue Discount—2021 Form 1099-01D
Department of the Treasury-Internal Revenue Service Copy B for Recipient (OMB No. 15450117)
5-Market B-Acquisition g original lssue Discount
1-Original Issue 4-Federal Income Discount Premium on U.S. Treasury
7-Description CUSIP Number Discount for 2021 Tax Withheld 10-Bond Premium  11-TawExempt OID Obligations
123 ENERGY CAP 11.8% 6933 1)X000¢ $ 133333 § 100.00 § 11111 $ 000 $ 0.00
$ 000 $ 0.00
A FAKE CAP 11.6% PXXX 86794X0000 $ 499.00 § 000 § 0.00 $ 22222 § 0.00
$ 000 3 0.00
ANY STATE BOND DUE 12/28 02508XXXK $ 0.00 § 000 § 0.00 $ 0.00 § 0.00
$ 000 $ 444.44
SAMPLE CORPORATE 10.375%24 12345X000¢ $ 1535 § 0.00 § 000 $ 000 § 0.00
$ 33333 § 0.00
STRIP 0%20 91283)00 $ 000 § 10000 000 $ 000 § 8,888.00
$ 000 $ 0.00
STRIP 0%24 91283000 $ 000 § 0.00 § 0.00 § 0.00 § 323262
s 0.00 § 0.00
FATCA Filing Requirement (]
Total Original Issue Discount (Box 1) s 1,847.68
Total Federal Income Tax Withheld (Box 4) $ 200.00
Total Market Discount (Box §) $ 111,11
el | Total Acquisition Premium (Box ) s 222.22
Total Original Issue Discount on U.S. Treasury Obligations (Box 8) $ 12,120.62
Total Bond Premium (Box 10) $ 333.33
Total Tax-Exempt OID (Box 11) s 444.44

* Acquisition premium on an original issue discount bond. ,,

122
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10/30/2023

ox 7: Description NATP

Original Issue Discount—2021 Form 1099-01D
Department of the Treasury-Internal Revenue Service Copy B for Recipient (OMB No. 15450117)
5-Market 6-Acquisition g _griginal Issue Discount
1-Original Issue 4-Federal Income Discount Premium on U.S. Treasury
——)p|  7-Description CUSIP Number Discount for 2021 Tax Withheld 10-Bond Premium  11-Tax£Exempt OID Obligations
123 ENERGY CAP 11.8% 69331XXK $ 1,333.33 § 100.00 11111 § 000 § 0.00
$ 000 $ 0.00
A FAKE CAP 11.6% PXXX 86794X00K $ 499.00 § 000 § 000 $ 22222 § 0.00
$ 000 $ 0.00
ANY STATE BOND DUE 12/28 02508X00K $ 000 § 000 § 000 $ 0.00 § 0.00
$ 000 $ 444.44
SAMPLE CORPORATE 10.375%24 12345X00C $ 1535 § 000 § 000 $ 0.00 § 0.00
$ 33333 $ 0.00
STRIP 0%20 91283X0K $ 000 § 10000 5 000 $ 0.00 § 8,888.00
$ 0.00 % 0.00
STRIP 0%24 91283X0K s 000 § 0.00 § 000 § 0.00 § 323262
$ 000 $ 0.00
FATCA Filing Requirement [J
Total Original Issue Discount (Box 1) $ 1,847.68
Total Federal Income Tax Withheld (Box 4) $ 200.00
Total Market Discount (Box §) s 11131
Total Acquisition Premium (Box 6) $ 22222
Total Original Issue Discount on U.S. Treasury Obligations (Box 8) $ 12,120.62
Total Bond Premium (Box 10) s 333.33
Total Tax-Exempt OID (Box 11) s 444.44

* Description of the original issue discount bond.

123

123

Box 8: OID on T-Obligations ~ NATP

Original Issue Discount—2021 Form 1099-01D

Department of the Treasury-Internal Revenue Service Copy B for Recipient (OMB No. 15450117)

5-Market 6-Acquisition  g_gyiginal Issue Discount

1-Original Issue 4-Federal Income Discount Premium on U.S. Treasury

7-Description CUSIP Number Discount for 2021 Tax Withheld  10-Bond Premium  11-TaxExempt OID Obligations

123 ENERGY CAP 11.8% 6933100 $ 133333 § 100.00 § 11111 $ 000 § 0.00
s 000 § 0.00

A FAKE CAP 11.6% PXXX B6794X000C $ 49900 $ 000 § 0.00 $ 22222 $ 0.00
s 000 $ 0.00

ANY STATE BOND DUE 12/28 02508)00% $ 0.00 § 0.00 $ 0.00 $ 000 § 0.00
s 000 $ a44.44

SAMPLE CORPORATE 10.375%24 12345000 $ 1535 § 0.00 $ 0.00 $ 000 § 0.00
s 33333 § 0.00

STRIP 0%24 9128300 $ 0.00 § 000 $ 0.00 $ 0.00 § 323262
$ 000 $ 0.00

FATCA Filing Requirement (]

Total Original Issue Discount (Box 1) $ 1,847.68
Total Federal Income Tax Withheld (Box 4) s 200.00
Total Market Discount (Box 5) s 11111
Total Acquisition Premium (Box 6) $ 222.22
——)p Total Original Issue Discount on U.S. Treasury Obligations (Box 8) $ 12,120.62
Total Bond Premium (Box 10) s 33333
Total Tax-Exempt 0ID (Box 11) $ 444.44

* Original issue discount received on a T-obligation is reported as
interest on Schedule B, but is exempt from state and local tax and
is not included in the Box 1 amount. 124

124
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10/30/2023

Box 9: Investment Expense NATP

Original Issue Discount—2021 Form 1099-01D
Department of the Treasury-Internal Revenue Service Copy B for Recipient (OMB No. 15450117)
S-Market 6-Acquisition 8-Original Issue Discount
1-Original Issue 4-Federal Income Discount Premium on U.S. Treasury
7-Description CUSIP Number Discount for 2021 Tax Withheld 10-Bond Premium  11-Tax£xempt OID Obligations
123 ENERGY CAP 11.8% 6933LXNXX $ 1,33333 § 10000 11111 § 000 § 0.00
$ 000 % 0.00
A FAKE CAP 11.6% PXXX 8B7IAX0 3 499.00 § 000 000 3 22222 § 0.00
$ 0.00 % 0.00
ANY STATE BOND DUE 12/28 02508X00 $ 000 § 0.00 § 000 $ 000 § 0.00
$ 0.00 % 444.44
SAMPLE CORPORATE 10.375%24 12345X000 $ 1535 § 000 § 000 $ 0.00 § 0.00
$ 33333 $ 0.00
STRIP 0%24 91283)000¢ $ 000 § 0.00 § 000 § 0.00 § 3,232.62
$ 0.00 § 0.00
FATCA Filing Regquirement (]
Total Original Issue Discount (Box 1) s 1,847.68
Total Federal Income Tax Withheld (Box 4) s 200.00
Total Market Discount (Box 5) $ 11111
Total Acquisition Premium (Box 6) $ 222.22
Total Original Issue Discount on U.S. Treasury Obligations (Box 8) $ 12,120.62
Total Bond Premium (Box 10) $ 33333
Total Tax-Exempt OID (Box 11) s 444.44

* Not shown on this Schwab example.
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Box 10: Adjustment for Bond Premium NATP

Original Issue Discount—2021 Form 1099-01D

Department of the Treasury-Internal Revenue Service Copy B for Recipient (OMB No. 1545-0117)

5-Market 6-Acquisition 8-Original Issue Discount

1-Original Issue 4-Federal Income Discount Premium on U.S. Treasury

7-Description CUSIP Number Discount for 2021 Tax Withheld 10-Bond Premium 11-Tax-Exempt OID Obligations.

123 ENERGY CAP 11.8% 6933100 $ 1,333.33 § 100.00 11111 $ 0.00 § 0.00
$ 0.00 $ 0.00

A FAKE CAP 11.6% PXXX B86794)0000 $ 499.00 § 0.00 % 000 $ 22222 § 0.00
s 000 $ 0.00

ANY STATE BOND DUE 12/28 02508X000( $ 000 $ 0.00 % 000 % 0.00 § 0.00
$ 000 $ 444.44

SAMPLE CORPORATE 10.375%24 12345000 $ 1535 $ 0.00 % 0.00 % 000 § 0.00
$ 33333 § 0.00

STRIP 0%24 9128300 $ 0.00 § 0.00 $ 000 $ 0.00 % 323262
$ 000 $ 0.00

FATCA Filing Requirement (]

Total Original Issue Discount (Box 1) $ 1,847.68
Total Federal Income Tax Withheld (Box 4) $ 200.00
Total Market Discount (Box 5) s 11111
Total Acquisition Premium (Box 6) $ 222.22
Total Original Issue Discount on U.S. Treasury Obligations (Box 8) s 12,120.62
——)| Total Bond Premium (Box 10) s 33333
Total Tax-Exempt 0ID (Box 11) $ 444.44

* Box 10 is the adjustment for the bond premium for OID bonds.
Reported as negative interest on Schedule B.
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10/30/2023

Box 11: OID on a Tax-Exempt

Original Issue Discount—2021

Department of the Treasury-Internal Revenue Service

1-Original Issue

4-Federal Income

5-Market
Discount

Form 1099-0ID

Copy B for Recipient (OMB No. 15450117)

B-Acquisition
Premium

8-Original Issue Discount
on U.S. Treasury

7-Description CUSIP Number Discount for 2021 Tax Withheld 10-Bond Premium  11-Tax£xempt OID Obligations
123 ENERGY CAP 11.8% 6933100 s 1,333.33 100.00 $ 11111 § 000 S 0.00
$ 000 % 0.00
A FAKE CAP 11.6% PXXX 8B7IAX0 $ 499.00 0.00 § 000 $ 22222 § 0.00
$ 000 % 0.00
ANY STATE BOND DUE 12/28 02508)XXXX $ 0.00 0.00 § 000 $ 000 § 0.00
$ 0.00 % 444.44
SAMPLE CORPORATE 10.375%24 12345X000 $ 15.35 000 § 000 $ 000 § 0.00
$ 33333 $ 0.00
STRIP 0%24 91283)000¢ $ 0.00 0.00 § 000 § 0.00 § 3,232.62
$ 0.00 § 0.00
FATCA Filing Regquirement (]
Total Original Issue Discount (Box 1) s 1,847.68
Total Federal Income Tax Withheld (Box 4) s 200.00
Total Market Discount (Box §) $ 11111
Total Acquisition Premium (Box 6) $ 22222
Total Original Issue Discount on U.S. Treasury Obligations (Box 8) $ 12,120.62
Total Bond Premium (Box 10) $ 33333
el Total Tax-Exempt OID (Box 11) s 444.44

Box 11 reports the amount of OID on a tax-exempt obligation; not
subject to federal and possibly state tax.
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Questions?
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