TAX RETURN MISTAKES

AND ERROR PREVENTION

FOR 2020
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Disclaimer

The following presentation and the views expressed by the presenters are not intended to provide legal,
tax, accounting, investment, or other professional advice. The information contained in this presentation is
general in nature and based on authorities that are subject to change. Applicability to specific situations
should be determined through consultation with your investment, legal, and tax advisors. The information
contained in these materials is only current as of the date produced. The materials have not been and will

not be updated until the 2021 version.
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Asking Questions File View Help @~ _omx

* Audio |

O Computer audic
@ Phone call

Dial: +1 [631)8992-3221
Access Code: 704-620-8987#
Audio PIN: 57 #

Problem dialing in?

Tallrimmrus

¥ (Juestions il

Enter your question into the

Questions pane on the — [Enter a question for staff]
GoToWebinar Control Panel.

Computershare Webinar
Webinar ID: 123-456-789

@ This sessionis being recorded.

&8 GoloWebinar
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Housekeeping

Please raise your hand if you can hear us

(®) Computer audio

You are muted by an Organizer, () Phone call

Transmit (2- Plantronics Savi Ty

Presentation is being recorded

- Email will be sent to all attendees with
link to recording and presentation

Speakers (2- Plantronics Savi Tiux)

Presentation qualifies for

- one CEP credit

f[Entel a question Tor statf]

- one CPE for CPAs credit

Webinar Now
Webinar ID: 200-167 467

%) GoTo\Webinar
Please take our survey! ¢
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Today’s Presenter

Bruce Brumberg, Editor-in-Chief and Co-Founder, myStockOptions.com

- Award-winning online resource center, has received a patent and has been featured in
publications ranging from the San Francisco Chronicle to Money magazine.

- Human Resource Executive magazine featured myStockOptions.com as one of the 10
3 Best HR Products.

- Past President of the Boston NASPP chapter

On the NASPP Advisory Board, and contributor to the Stock Plan Advisor.

Producer of the “Think Twice” insider trading prevention videos (www.insidertradingvideos.com).

Write popular blog for Forbes.com

Bruce graduated from the University of Michigan and University of Virginia School of Law.
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http://www.insidertradingvideos.com/

Content and tools for

companies, participants,

stock plan professionals,
and financial advisors

. Search n | Tax Center Global Ta
- - -
myStockOptions.com

FEATURED ARTICLE

Tax Season 2020: What You Need To Know About New Reporting Rules

# MIYLIBRARY |

Ready or not, tax-return reporting has changed yet again for the 2020 tax season. Prepare yourself
with this article. Cur editorial team presents the key points you need to know for your federal tax
return if you had income in 2019 from stock compensation, such as stock options, restricted stock
units, or an employee stock purchase plan (ESPP), or if you sold shares of company stock. Then use
the resources in our Tax Center, which show you how to report this income on your tax return,

Tax Return Season Is Here!

]s FUN, FREE QUIZZES MORE FEATURED ARTICLES

Test your knowledge with these quick, fun

quizzes! NQSOS: TAXES ADVANCED
T a— 12 Tax-Return Mistakes To Avoid With Stock Options
And ESPPs

» Basics Of Stock Grants
Puzzled by your Form W-2, 1099-8, 3921, or 39227 Need to report sales of stock
on Form 8949 and Schedule D? Tax returns involving income from stock options
» Stock Options or ESPPs can be confusing. Recent changes in IRS reporting rules haven't helped.
This article explains errors and nasty surprises to avoid.

» Restricted Stock Units (RSUs)

» Nonqualified Stock Options

» Incentive Stock Options
RESTRICTED STOCK: TAXES ADVANCED

Restricted Stock & RSUs: 10 Mistakes To Avoid On Your
Tax Return

Tax returns involving income from restricted stock and restricted stock units
(RSUs) can be confusing. The potential for mistakes has been increased by recent

» Employee Stock Purchase Plans

» Restricted Stock, RSUs,
Performance Shares

» Stock Appreciation Rights

Computershare



https://www.mystockoptions.com/tax-center

earch

| Tax Center | Global Tax Guide / Glossary / About Us myAccount [ Log Out l

- — —  p— —
nyStockOptions.com [® wyRecoros |[® mvTooLs |[® wYCLIENTs |[® wYLBRARY |
|mmmm Restricted Stock m Financial Planning Job Events Life Events m SEC Law Pre-lIPO I

Tax Center

>

Reporting Stock Sales

2020 UPDATES!

>

Yy ¥ ¥ ¥ ¥y ¥ ¥ ¥

>

Form W-2 Diagrams
Tax Changes UPDATES!
NQSO Basics

NQSO Withholding
NQSO Tax Returns

ISO Basics

IS0 Withholding

ISO Tax Returns
Restricted Stock Basics
Restricted Stock

Withholding

>

Restricted Stock Tax

Returns

>

¥y v v v

Section 83(b)
ESPP Basics

ESPP Withholding
ESPP Tax Returns
SAR Tax Returns

Tax Center

As featured in PLANSPONSOR, Accounting Today, and CPA Practice Advisor, the myStockOptions Tax
Center explains the tax withholding, reporting, and filing for stock options, restricted stock/RSUs,
performance shares, ESPPs, and SARs.

Understand

‘i Test your knowledge with our NEW! Tax Cuts & Jobs Act quiz and interactive answer key!

withholding, W-2s,
and tax returns.

‘; Test your knowledge with our NEW! Tax Returns quiz and interactive answer key!

i{ Test your knowledge with our Taxes quiz and interactive answer key!

Want to know more? Listen to our podcast on tax return tips ang
mistakes!

Special resources
for tax season

6 Check out our podcast and video on the tax forms and reporting ruk

Selected Articles

TAX CHANGES UPDATES!
Tax Season 2020: What You Need To Know About New Reporting Rules
The myStockOptions Editorial Team

Ready or not, tax-return reporting has changed yet again for the 2020 tax season. Prepare yourself with this article. Our
editorial team presents the key points you need to know for your federal tax return if you had income in 2019 from stock
compensation, such as stock options, restricted stock units, or an employee stock purchase plan (ESPP), or if you sold
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https://www.mystockoptions.com/tax-center

Roadmap for presentation

What's new for the 2020 tax-return season (reporting for 2019 income)

Review of rules for cost-basis reporting

Common questions and errors

Communication and education for employees, executives, and clients

5 Computershare




Main points about the Tax Cuts & Jobs Act Related =
to Stock Compensation ’TAX CUTS &

1. Flat rate used for stock compensation income withholding .I[]Bs ACT
(supplemental wage income) is now 22%.

2. For amounts over $1 million per year: 37%

What this means:

- The 24% tax bracket starts with yearly income over $168,400 for joint filers and over $84,200 for singles. Most
employees with stock compensation are in a higher tax bracket.

- Need to know the tax bracket for total income and assess need to put money aside or pay estimated taxes.

Computershare



Key bracket thresholds for federal income tax

Tax thresholds for 2019 ordinary income, capital gains, and dividends:

TAX RATE/IMPACT

INCOME THRESHOLD

Income taxed at 37%

$510,301 single
$612,351 joint
(taxable income)

Other upper income tax rates: 22%, 24%, 32%, 35%

For singles, taxable income starting at:
$39,476, $84,201, $160,726,
$204,101

For married joint filers, taxable income
starting at:

$78,951, $168,401, $321,451,
$408,201

Capital gains (long-term) and dividends (qualified) taxed at 20%

$434,550 single
$488,850 joint
(taxable income)

3.8% Medicare surtax on investment income; additional 0.9% Medicare tax on
compensation income

$200,000 single
$250,000 joint
(modified adjusted gross income)

Computershare



Underpayment of taxes =

Pay though withholding and estimated taxes amount equal to: TAX [:UTS &
1. 90% of the current year's tax liability JUBS ACT

2. 100% of last year's tax liability (110% if your adjusted gross income exceeded $
married filing separate return).

2019 Tax Season: Tax penalty changed when too little paid during year
- For 2018 taxes, the IRS lowered the 90% requirement to 80%.
- Removed the requirement that estimated tax payments be sent in four equal installments.

- August 2019: IRS announced it was automatically waiving the estimated tax penalty for the more than 400,000
eligible taxpayers who had already filed their 2018 federal income tax returns but did not claim the waiver at the
lower threshold.

- The IRS is not expected to do the same for 2019 taxes, although the federal tax deadline is likely to get extended
beyond April 15, 2020 if suffered adverse effects from the spreading virus (March 12, 2020 at 11:30 AM EST).

1 Computershare




Main points about Tax Cuts & Jobs Act related =
to stock compensation ’TAX CU
B

AMT or how it applies to ISOs is not repealed. New key numbers in the .IU s ACT
AMT calculation (adjusted annually for inflation):

- The AMT income exemption amount rises to $70,300 (from $54,300) for single filers and to $109,400 (from
$84,500) for married joint filers.

- Under the TCJA, the AMT income exemption starts to phase out begins at $500,000 for individuals (up from
$120,700 in 2017) and $1,000,000 (up from $160,900) for married filers. BIG CHANGE!

What this means: These changes, plus SALT limit make it much less likely to trigger AMT from 1SO
exercise and hold.
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https://www.mystockoptions.com/faq/index.cfm/catID/dfe2fba7-9773-4ae3-bbe66cabb4ce79b8/ObjectID/3517A0BD-6683-11D4-AF69000102460375

AMT: Important for I1SOs

Alternative minimum tax (AMT): The income exemption amounts, the phaseout ranges, and the
threshold for the higher 28% rate are now all indexed for inflation. The table below, prepared by
myStockOptions.com, shows the 2019 figures.

AMT income
AMT income exemption Threshold where
exemption phaseout ends AMT rate rises
phaseout starts | (myStockOptions.c | from 26%b6 to 28%6
omcalculation)

Filer AMT income

status | exemption amount

$194,800
$71,700 $510,300 $797,100 (married filing
separately: $97,400)

$111,700 $1,020,600 $1,467,400 $194,800

13 Computershare




Polling Question #1

How has the Form 1040 tax return changed for this tax season?

a) The number of lines on main form greatly reduced
b) New schedules have been added
c) Schedule D capital gains totals reported on Form 1040 directly

d) No longer itemize deductions

” Computershare




Polling Question #1

How has the Form 1040 tax return changed for this tax season?

a) The number of lines on main form greatly reduced
b) New schedules have been added
c) Schedule D capital gains totals reported on Form 1040 directly

d) No longer itemize deductions

15 Computershare




Form 1040 changes, new schedules m IRS

- Form 1040 tax return, condensed in 2018, has been revised again for the 2019 tax year.

- The numbered schedules (supplementary forms) of Form 1040 have been reduced to three (Schedules 1, 2, 3).

- A new tax return, IRS Form 1040-SR ("US Tax Return For Seniors"), is available for taxpayers born before Jan. 2,
1955.

- On the 2019 Form 1040, total capital gain or loss on Schedule D is once again entered directly on IRS Form 1040,
not on Schedule 1 as it was last year.

- The AMT calculation total on Form 6251 is entered on a different line of Schedule 2

See myStockOptions article: Tax Season 2020: What You Need To Know About The New
Reporting Rules

16 Computershare



https://www.mystockoptions.com/content/in-general-how-does-the-alternative-minimum-tax-amt-calculation-work
https://www.mystockoptions.com/articles/tax-season-what-you-need-to-know-about-reporting-rules-and-tax-rates

SECURE Act & Kiddie Tax

- Kiddie Tax: Informal name of a tax-code provision that applies to a child’s
unearned income (e.g. interest, capital gains, dividends).

- Tax applies to children under 19 (for full-time students, under 24).

- In 2019 (and 2020) the first $1,100 of a dependent child's unearned income is tax-free (offset by the child's
standard deduction), the second $1,100 of unearned income is taxed at the child's tax rate, and any amount over
$2,200 is taxed at rate changed by SECURE Act.

- At year-end 2019, Congress repealed a provision in the TCJA that had made the rate over $2,200 the tax rates for
estates and trusts. This move restored the rate to the parents' top marginal tax rate.

- For 2019 income, and retroactively to 2018 income, taxpayers can choose which rate system to apply

17 Computershare




IRS Restores Capital Gains Tax
(To Form 1040) And Other Tax
Return Changes For 2020

Coverage of | |

IRS Form 1040 P o

changes in my blog

at Forbes.com.

Editors’ Pick!

Ready or not, tax return reporting has changed yet again for the 2020

tax season. In 2018, the IRS condensed Form 1040 significantly,
completely revamping the prior traditional version, and introduced

e XAV e a A Vs B YV e iea e T i i TAMLN L 2L L
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https://www.forbes.com/sites/brucebrumberg/2020/02/03/irs-restores-capital-gains-tax-to-form-1040-and-other-tax-return-changes-for-2020/#3d9748069049

No changes in other forms for tax-return reporting this year

Similar to last year: Form W-2, Form 1099-B, Form 8949, Schedule D

Big change in 2020 W-4 and next year in 1099-MISC with new 1099-NEC

Same restrictions in what brokers can report for the cost basis on Form 1099-B

Good news: The core reporting rules for cost basis Form 8949 and Schedule D have not changed

19 Computershare




Ten tax-return issues and errors

w 4
. v K q X
Not reporting stock sales on Form 8949/Schedule D <5 "

Not reporting tax basis correctly on Form 8949 r:—_’—:
Double-counting income from W-2

Forgetting about AMT calculation or AMT credits

Sell-to-cover exercises

Share withholding for restricted stock/RSUs

Dividends with restricted stock

Not reporting ordinary income with ESPP sales

© ©® N o 00 A~ W Db PE

Netting of income & no longer Schedule 1 for stock sales

[HEN
<

Extensions
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Knowledge Global Tax Guide Glossary [.-,-e:r:h the Knowledge Center Q\J
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Tax Center Tax Center
Reporting Stock g 7 A ;
Sales 2020 As featured in PLANSPONSOR, Accounting Today, and CPA

UPDATES!

Form W-2 Diagrams

Tax Changes
UPDATES!

NQSO Basics

NQSO Withholding

NQSO Tax Returns

IS0 Basics

1SO Withholding

ISO Tax Returns

Restricted Stock
Basics

Restricted Stock
Withholding

Restricted Stock Tax

Returns

Section 83(b)

ESPP Basics

ESPP Withholding

Practice Advisor, the myStockOptions Tax Center explains the tax
withholding, reporting, and filing for stock options, restricted
stock/RSUs, performance shares, ESPPs, and SARs.

(%) Test and improve your knowledge with our NEW? Tax Cuts &
Jobs Act quiz.

myStockOptions

Knowledge Center
for plan

participants

®) Test and improve your knowledge with our NEW? Tax Returns quiz.

@ Test and improve your knowledge with our Taxes quiz.

& Listen to our podcast on tax return tips & avoiding reporting mistakes
Licensed by
companies and
stock plan
providers.

& Check out our podcast and video on the tax forms and reporting rules

Articles FAQs

Tax Season 2020: What You Need To Know About New Reporting Rules
The myStockOptions Editorial Team

Ready or not, tax-return reporting has changed yet again for the 2020 tax season.
Prepare yourself with this article. Our editorial team presents the kev points you
need to know for vour federal tax return if vou had income in 2019 from stock
compensation, such as stock options, restricted stock units, or an employee stock
purchase plan (ESPP), or if vou sold shares of company stock. Then use the
resources in our Tax Center, which show vou how to report this income on vour tax
return.
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Polling Question #2

If employees sold stock during the calendar year, which tax forms do they file with their IRS Form 1040 to
report the sale?

a) Form 1099-B and Schedule A
b) Form 8949 and Schedule D
c) Form 6251, Schedule C, Schedule 1

d) Form 1099-MISC and Schedule D

2 Computershare
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If employees sold stock during the calendar year, which tax forms do they file with their IRS Form 1040 to
report the sale?

a) Form 1099-B and Schedule A
b) Form 8949 and Schedule D
c) Form 6251, Schedule C, Schedule 1

d) Form 1099-MISC and Schedule D
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1. Not reporting stock sales on Form 8949 and Schedule D

- Event: Sell all stock at exercise (i.e. a cashless exercise), restricted stock/RSU vesting,
or ESPP purchase.

- Employee may think: No “gains” beyond what's on W-2 for ordinary income. May not
realize there are two reportable events.

- Result of incorrect thinking: employee does not report sale on Form 8949/Schedule D.
- IRS gets 1099-B from broker. IRS computers note no Form 8949/Schedule D reporting for it.

- Result: IRS sends notice for unreported income (CP-2000). For response to IRS, see the instructions at
http://www.irs.gov/taxtopics/tc652.html

2 Computershare



http://www.irs.gov/taxtopics/tc652.html

1. Not reporting stock sales on Form 8949 and Schedule D

- Company and broker meet certain conditions: employee may not receive a Form 1099-B.
- Employee must still file Form 8949/Schedule D to report sale.

- Employee may even have small gains or losses for any commissions and fees for the stock sale.

25 Computershare




1. Not reporting stock sales on Form 8949 and Schedule D

Example: Exercised options and sold 2,000 shares on August 14.

$70,000 proceeds, minus $500 commission
($69,500 net on Form 1099-B

$50,000 income on exercise spread [($35 -
What F W-2
$10) x 2,000]

$70,000 ($20,000 + $50,000). But what is on
1099-B? $20,000 or $70,0007?

Schedule D (Part 1) Included as a $500 short-term capital loss

If sale is not reported, IRS gets 1099-B with the $70,000 proceeds and sends employee letter
looking for taxes on that full amount!

Stock price at exercise/sale: $35

Tax basis

26 Computershare



NQSO: Cashless Exercise

OMB No. 1545-0074

Form 8949 Sales and Other Dispositions of Capital Assets |———
[

» Information about Form 8349 and its saparate instructions & al www.rs.gov/fonmeses,

Departrment of the Tressury At
Flerd R«e-v‘oeSe‘-'!:,o » Filo with your Schedula D to list your transactions for lines 1b, 2, 3, &b, 9, and 10 of Schedule D. W“M: 12A
Nayrre() shown on retum Social secarity ber or Laxpayer shentificats ity

Bofore you chack Box A, 8, or C balow, sae whelher you resensd any Formis) 10596 or substitute statamant’s) from your brokar. A substitute
statement wilf have the same information as Farm 1059-8, Either il shove whether your asts fusvally your cost) was repovted (e the IRS by yowr
brokar and miay aven tol you which baox (o chock.
Short-Term. Transactions involving capital assets you held 1 year or less are short term. For long-term
transactions, see page 2.
Note: You may aggregate all short-term transactions reported on Formis) 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. Chack only one box. If mera than one box applies for your short-term 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, complete as many forms vath the same box checked as you need.

——
On Form 1099-8° |-»=[] {A) Shori-lerm transactions reported on Formis] 1098-8 showing basis was reported 10 the IRS (see Nole above)
I basis i in Box 1e ] (B) Short-lerm lransactions reporled on Formis) 1088-B shawing basis wasn't reperted 1o the IRS
(even il bass is [T (C) Shaort-term transactions not repoarted 1o you en Form 1099-B
inconedat), check 1 St luq.»:m«m;.
A here. tel yeu an amaunt In colmn (g, | i
o @ I ] 10y Ceat ar cther bess. u::: 2 cedke n calumn 10, Gain or oss).
S anbaskor W Deacdption of broparty Da aceitiod Emg -‘;::mn S;;;z posranp .rrs:mcomnm o
appoas in Box 1e, (Examphx 100 sh XYZ Co} M., day, v 1N, dary, ved | Eaainstrustiees) "W separste «’ ™ cambing the rezul
check Box B here. ratnctiar  LOSNE O apcon of WIh coumn ()
indnalices scfustrneet
2 £ b F) N, \\ L
[Conm ticker/aymbol and number of / / / \ N \
shares x 1a on Form 1 [ Zisie 5 7]
o Jox T om cssabec ) 4 4 /" Basis in Box 1e of 1099-B is correct
Exercies date / Column {e): Hasis in ox 1z ol 1099 11
[Box 1b on 1099-B] / / Column {f): | conves blank

Column {g): | curwe: blank
Basis in Box 1e of 1099-8 is too low or blank

/
Dete stock s0kd | /
[Box 1c on 1099-B) /

G procneds Irom sladk sale [Box 1d on 1099-B).
I cormmissions s lees were nol subloscdod hom

Il Box A is chankaxk: Il Box B is chockixi:

Column (e): Basiz in Box 16 of 1099-B | Column (e): Comect basie of the sold
ghares (exerciss pnce = iNcome on

procecds, soa lootnole ** y Column (f): Code B W-2 for the . j of ot
Column (g): Omitted amount e.g. W-2 | #4d).""
compeagation nat includad). Putin If the basis is blank or 0:
parenthezes 10 indcate a negative Col -l
mumber (as this amount reduces gain o m'_ blank
o incraases loss). For NQSOs, this is Column (g): Leave biank

the exercies spraad. ™ If the basis is incorrect:
Column (f): Code B

myStockOptions.com
27 DA Computershare
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myStockOptions.com
| Basics | NGSOs [ 150s | ESPPs | Reswicuad Stock | SARs | FinancielPlanning | jobEvents | Ufefvencs | MAA | SECLaw [ Prearo |

Tax Center

» Reporting Stock Sales
2020 UPDATES!

» Form W-2 Diagrams
Tax Changes UPDATES!
NQSO Basics

NQSO Withholding
NQSO Tax Returns

IS0 Basics

1S0 Withholding

150 Tax Returns
Restricted Stock Basics

Yy ¥ ¥ vY vV yvywvew

:

» Restricted Stock Tax
Returns

» Section 83(b)

» ESPP Basics

» ESPP Withholding
» ESPP Tax Returns
*» SAR Tax Returns

NEW! Need a financial,
tax, or legal advisor?
Search AdvisorFind from
myStockOptions.com

Tax errors

can be costly! <

Don't draw =
unwanrted -y
sttention from  puuns wee
the IRS. Our wmomaedeblinel e
Tax Center =
explains and illustrates the tax
rules for sales of company
steck, W-2s, withhelding,

|_ Tax Center f Global Tax Guide / Glossary / About Us myAccount | Log Out

| ) MYReCORDSE ||3)myTOOLS ‘_[._Vi.r.tvcuzﬂ'ra ”.j_: MYLIERARY |

Tax Center > Reporting Stock Sales

# Test your knowledge with our NEW! Tax Curs & Jobs Act quiz and interactive answer key!

¢

Test your knowledge with our NEW! Tax Returns quiz and interactive answer key!

L)

»

est ir knowledge with ou (&5 quiz and inte v ! )
Test your knowledge with our Taxes quiz and interactive answer key Uiderstand

withholding, W-2s,
and tax returns.

_\
/

'S Want to know more? Listen to our pedcast on tax return tips and how to aveid reperting
mistakes!

£ Check out our podcast and videc on the tax forms and reporting rules for stock sales.
FAQs
FAQ Subsections: Annotated diagrams of Form
* NQSO Stock 8949 and Schedule D on
* 150 Stock . .
* Restricted Stock, RSUs, and Performan myStockOptlons.Com and in
* SARs Stock Knowledge Center
* ESPP Stock
NQSO STOCK

Form 8949 and Sch. D diagrams How do | report a sale of NQSO shares on
my federal income-tax return?

You need to complete Form 8949 and Schedule D for the year of your stock sale and file them with your IRS Form 1040
tax retum. You must...

Form 8949 and Sch. D diagrams How are capital gains taxed and reported
when | sell my NQSO shares? ==

To compute the appreciation since exercise, you take the sales price after commissions and subtracr...
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2. Not Reporting Cost Basis Correctly:

Cost basis (also called the tax basis) is the total cost of acquiring security:

Price paid to acquire shares

+
compensation recognized for acquiring them (reported on W-2)

When you sell a security, you need to know the cost basis to determine:

whether you have a capital gain or a capital loss for tax purposes.

NET PROCEEDS — COST BASIS = CAPITAL GAIN OR LOSS

Cost basis too low: you overpay taxes

29 Computershare
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Cost Basis Reporting: IRS Form 1099-B core boxes
(brokers use substitute statement with columns)

7979 [JVOID [ ] CORRECTED
PAYER'S name, street address, city or town, state or province, country, ZIP | Applicable checkbox on Form 8949 OMBE No. 1545-0715 Proceeds From
or foreign postal code, and telephone no.
2 @ 1 9 Broker and
S/ Barter Exchange
form 1099-B Transactions
1a Description of property (Example: 100 sh. XYZ Co.)
1b Date acquired 1c Date sold or disposed
PAYER'S TIN RECIPIENT'S TIN 1d Proceeds 1e Cost or other basss Copy A
$ $
For
$ $ Internal Revenue
RECIPIENT'S name 2 Short-term gain or loss[_| | 3 Check if proceeds from: Service Center
Long-term gain or loss[_] Collectibles [] |Fite with Form 1096.
Ordinary D QOF D
Street address (including apt. no.) 4 Federal income tax withheld| 8 Check if noncovered
$ e O
6 Reported to IRS: 7 Check if loss is not allowed For Privacy Act
City or town, state or province, country, and ZIP or foreign postal code Gross proceeds [I nesdons i id and Pap_erwork
Mok e i O 0 NRB{dUC‘lIOﬂ ?hcl
8 Profit or (Joss) realized in @ Urrealized profit or loss) on P S, S
2019 on closed contracts open contracts—12/31/2018 2019 General
Account number (see instructions) 2nd TIN not. Instructions for
O _|$ $ Certain
CUSIP number FATCA filing 10 Unrealized profit or (loss) on |11 Aggregate profit or (loss) Information
open contracts— 12/31/2019 on contracts Returns.

requrement
Cl

14 State name

15 State identification no.

16 State tax withheld $ 3
s 12 %P%eck if basis reported to |13 Bartering
$ IS

Form 1099-B

Cat. No. 14411V

www.irs.gov/Form10998

Department of the Treasury - Intemal Revenue Service
Do Not Cut or Separate Forms on This Page — Do Not Cut or Separate Forms on This Page
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Cost-basis reporting for IRS tax returns

- Compensation income is not included in the basis reported on Form 1099-B for grants made starting 1/2014
- Compensation income not recognized: The cost-basis value is incomplete in just about every scenario

- Need to know: How will the broker report the cost basis of shares acquired between 2011 (when expanded
1099-B started) and the end of 2013?

- Trend is standardization: not adding W-2 income to basis for option exercises, RSA/RSU vesting or ESPP
purchases during this period

- Brokers provide supplemental information on basis and tax guides to help with tax-return reporting
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2. Not reporting tax basis correctly

Cost-basis reporting is now more complex, confusing, and vulnerable

to errors in over reporting the gain

Error by type of grant that leads to OVERPAYING TAXES:
- Mistake with NQSOs, SARs, or ISO (DD) : Using exercise price only
- Mistake with ESPP: Using purchase price only

- Mistake with Restricted stock/RSUs and Performance shares:
Using purchase price of (usually $0).

NQSOs, SARs, I1SOs (DD) Exercise price only
ESPP Purchase price only
Restricted Stock/RSUs $0 as no purchase price
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Risk of overpaying taxes

There are only three disposition scenarios in which the cost basis
will not be understated:

1. qualifying dispositions of 1SOs (all capital gain)
2. disqualifying dispositions of ISOs, with shares sold at a loss (all capital loss)
3. qualifying dispositions of ESPPs, with shares sold at a loss (all capital loss)

In other scenarios, the cost basis will be understated or omitted (i.e. the box will be blank).
Unless participants and tax professionals are aware of this, taxpayers risk:

- overreport capital gains

- pay more taxes than they owe!
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Amount of ordinary income recognized:
reported on Form W-2 and part of basis

Grant type Income reported on W-2

NQSOs Spread at exercise
Restricted stock, RSUs, Value at vesting and share
performance shares delivery

Section 423 (qualified) ESPP Depends on holding period

Depends on the sales price
1SO in disqualifying disposition relative to the market price at
exercise
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Cost-basis confusion: three situations

1. Stock purchases before 2011: No cost basis reported to IRS.

2. Securities not purchased with cash (restricted stock or RSUs): No cost basis
reported to IRS.

3. Compensation part of cost basis for stock compensation: Cannot be part of basis reported to IRS
for stock acquired or granted starting 1/2014.
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What to do on Form 8949 if...

The cost basis on The cost-basis box on

Form 1099-B is too low | Form 1099-B is blank

1. Basis from 1099-B in column (e) 1. Put correct basis in column (e)
2. Adjustment in column (Q) 2. Check Box (B) or (E) near top
3. Code B in column (f) 3. No adjustments or codes in

4. Check Box (A) or (D) near top other columns needed
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Cost-basis example: restricted stock units

Per share Total (1000 shares)

Vesting date price $10 $10,000

Compensation income reported

on Form W-2 $10 $10,000
Purchase price $0 $0
Cost basis $10 $10,000 (but $0 on the 1099-B)
Sale price $15 $15,000

Taxable gain and capital gains

$15,000 - $10,000 = $5000

$15 - $10 = $5 $5000 x 15% = $750

tax

Capital Gain: Overpaying using $15,000 - $0= $15,000

$15-$0 = $15 $15000 x 15% = $2250
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Polling Question #3

What is the column on Form 8949 for cost basis?

a) 3
b) (e)

c) (9)

d) CB
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Polling Question #3

What is the column on Form 8949 for cost basis?

a) 3
b) (e)

c) (9)

d) CB
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StockOptions.com
8949 | sales and Other Dispositions of Capital Assets

» Information about Form 8949 and its separate instructions is at www.irs.gov/form8949.

OMB No. 1545-0074

Department of the Treasury FeTEICTETIETT
Internal Revenue Senvice P File with your Schedule D to list your transactions for lines 1b, 2, 3, 8b, 9, and 10 of Schedule D. Sequence No. 12A
Name(s) shown on retum ) Social security number or taxpayer identification number

Before you check Box A, B, or C below, see whether you received any Form(s) 1099-B or substitute statement(s) from your broker. A substitute
statement will have the same information as Form 1099-8. Either may show your basis (usually your cost) even if your broker did not report it to the IRS.
Brokers must report basis to the IRS for most stock you bought in 2011 or later (and for certain debt instruments you bought in 2014 or later).
Short-Term. Transactions involving capital assets you held 1 year or less are short term. For long-term
transactions, 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 total directly on
Schedule D, line 1a; you are not 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 applies for your short-term 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, 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 was not reported to the IRS
(C) Short-term transactions not reported to you on Form 1099-B

Adjustment, if any, to gain or 10ss.
1 () If you enter an amount in column (), h)
@ ® fc) (d) Cost or other basis. enter a code in column (7). Gain or {loss).
Dsanduiion of Date acquireq | Date sold or Proceeds  [See the Note below| See the separate instructions. | 5, heract column (g)
e disposed (sales price) | and see Column fe) from column (d) and
Example: - ) Mo.. day. ¥1) | 0., day, yr) | (see instructions) | in the separate " @) combine the result
2 instructions  [Code(s) from|  amount of with column (g)
G.
A8 .
Q”
Q@' 1000 Shares XYZ 15,000 0 15,000
AN
A
)
QY
AQS' 1000 Shares XYZ 15,000 10,000 _
© 4 Reportthe

actual cost basis
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https://www.mystockoptions.com/tax-center/reporting-company-stock-sales

Review: Reporting cost basis on Form 8949 depends on 1099-B

1. Basis just right

Put number from
1099-B in column (e) —

(e)
Cost or other basis.
See the Note below
and see Column (e)
In the separate
Instructions
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Review: Reporting cost basis on Form 8949 depends on 1099-B

(e)
Cost or other basis.
See the Note below
and see Column (e)
in the separate

2. Basis too low nstructions
/ (9)
adiustment
»Put number from
1099-B in column (e) ( )
. (0
»Adjustment amount Code(s) from
. Instructions
in column (g)
»Code B in column (f)/ B
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Review: Reporting cost basis on Form 8949 depends on 1099-B

(e)
Cost or other basis.
See the Note below
and see Column (e)
In the separate
Instructions

3. Basis blank

Put correct basis
In column (e),
including W-2

income (columns

(f) and (g) left blank)
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2. Not reporting tax basis correctly: commission

- 1099-B does not subtract commissions or other fees from the proceeds (see what's checked in Box 6).
- Do not add it to your cost basis on Form 8949
- What to do: adjustment on Form 8949 in column (g) and add Code E in column (f).

- Starting with 2014 stock sales, less of an issue: IRS requires reporting sales proceeds net of transaction
fees after January 1, 2013.
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3. Double-counting income from W-2 in Box 12 or 14

W-2 income in Box 1 already includes stock comp income, along with salary, wages. Put amount in Box
1 as part of income on line 1 of Form 1040 for “Salary, wages...”

1 Wages, salaries, tips, etc. Attach Form(s) W-2 . ARGl s e e 1
2a Tax-exempt interest . 2a b Taxable interest. Attach Sch. B if required 2b
T 3a Qualified dividends . 3a b Ordinary dividends. Attach Sch. B if required | 3b
Deduction for— 4a IRA distributions. 4a b Taxable amount 4b
' ﬁf;g"s:'ww ¢ Pensions and annuities . 4c d Taxable amount 4d
$12,200 5a Social security benefits . 5a b Taxable amount 5b

Mistake: Using the amount in Box 12 (NQSOs) or Box 14 to report income on the line for "Other
income" (line 8) of Schedule 1 (no longer on Form 1040 directly).

6 Farmincome or (loss). Attach Schedule F 6
7  Unemployment compensation . : 7
8 Otherincome. List type and amountp»

Q

Alert: If you do this, you pay tax on income twice as ordinary income.
Use Line 8 of Schedule 1 only when the company mistakenly omits stock comp income from W-2, no W-
2¢ sent, and Form 4852 not used. Can happen for sales of ESPP stock in qualifying disposition.
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ESPP income included

EXAMPLE: W-2: ESPP reporting for tax-gualified Section 423 ESPPs
Fa —
[(22222 | e o[ = = o v s SfockOptions.com

OMB No. 1545-0008

b Employer ldentification number (EIN) 1 Wages, Ups, other c#@n&atm 2 Federal Income tax withheld
(
Note: with ESPPs, no income
¢ Employer's name, address, and ZIP code 3 Soclal security wages 4 Soclal security tax withheld
g should be added to boxes for
5 Medicare wages and 1ips 6 Medicare tax withheld Social Security or Medicare, and
no withholding should be included
7 Soclal security tips 8 Allocated tips in any boxes (unless the company
has voluntary withholding).
d Conlrol number 9 Advance EIC payment 10 Dependent care benefits \ J
e Employee's first name and Initial Last name suft. | 11 Nonqualified plans |32;1 See Instructions for box 12
................................................................................... :
-4
d
PP in in i i
ES come included if 14 Other 12¢
state/local tax applies ¢ ’
Note: Your company may .
12d
voluntarily report the ESPP ¢ ‘
-}
income in this box. -
{ Employee's address and ZIP code o
15 swe  Employer's state ID number 16 Staf»\ages. tips, etc. | 17 State Income?ax\%ocal wages, tips, elc. | 19 Local income tax 20 Locallty name
L ‘ —
2 Wage and Tax Department of the Treasury—intemal Revenue Service
=
Form Statement For Privacy Act and Paperwork Reduction

Conv A For Sacial Securitv Administration — Sand this Act Notice, see back of Copy D.
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https://www.mystockoptions.com/tax-center/reporting-company-stock-sales

Remind employees about what they need for tax-return reporting
L
IRS Forms to gather Additional Information & Forms »
ILR.S.

Exercise/vesting/purchase income reported
on Form 1040 if shares were acquired in a
prior year. (Helps with cost-basis
calculation.)

Form W-2 if shares were
sold at
exercise/vesting/purchase

Supplemental information (if any)

Form 1O99-B from broker provided by the broker to help with the cost

or transfer agent

basis.
Form 3921 for ISO Exercise, purchase, vesting, and/or trade
exercises; Form 3922 for confirmations from the company or the
ESPP purchases stock plan provider.

Alert: Understand how the basis is reported on the substitute statement and to the IRS (not the same).
Taxpayer’s responsibility to make adjustments on Form 8949.
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4. AMT calculation and credits

* For AMT purposes, always complete IRS Form 6251 Line 2i (no longer line 14) when ISOs are
exercised & held through calendar year of exercise (not on W-2).

h Qualified small business stock, see instructions. . . . . . . . . . . . . . . . . . . 2h
i Exercise of incentive stock options (excess of AMT income over regular tax income) . . . . . . . 2i
j Estates and trusts (amount from Schedule K-1 (Form 1041), box 12, code A) . . . . . . . . . 2j
k Disposition of property (difference between AMT and regular tax gainorloss) . . . . . . . . . 2k
* ISO stock is dual-basis stock. Your gain or loss for the AMT system and the regular-tax system will
differ when sell.
* For the year when you sell ISO stock, avoid paying or calculating more AMT than is required for
your stock sale by reporting (as a negative amount) your adjusted gain or loss on Line 2k (no
longer line 17) of IRS Form 6251.
i Exercise of incentive stock options (excess of AMT income over regular tax income) . . . . . . . 2i
j Estates and trusts (amount from Schedule K-1 (Form 1041), box 12, codeA) . . . . . . . . . 2j
k Disposition of property (difference between AMT and regular tax gainorloss) . . . . . . . . . | 2k
I Depreciation on assets placed in service after 1986 (difference between regular tax and AMT) . . . . 2

® This negative adjustment can reduce the AMT and let you recover more of your AMT credit. The
negative adjustment can't be greater than the capital gain for regular-tax purposes plus $3,000.
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4. AMT calculation and credits

e AMT is no longer directly reported on Form 1040 from the calculation on Form
6251.

® The AMT, if owed, from the Form 6251 calculation now goes into Line 1 of
Schedule 2 (change from last year when line 45)

IO Tax

1 Alternative minimum tax. Attach Form 6251 1
2 Excess advance premium tax credit repayment. Attach Form 8962 i A oW W 8 % & 2

Add lines 1 and 2. Enter here and include on Form 1040 or 1040-SR, line12b . . . . . . . . 3

Other Taxes

Self -employment tax. Attach Schedule SE . . . 4
5 Unreported social security and Medicare tax from Form a []4137 b [] 8919 . 5
6 Additional tax on IRAs, other qualified retirement plans, and other tax-favored accounts. Attach Form

5329 ifrequired . . . . . T e 6
7a Household employment taxes. Attach Schedule H E 8 @ i ¥ & 0 7a

b Repayment of first-time homebuyer credit from Form 5405. Artach Form 5405 If reqmred K 6§ ¥ 7b

8 Taxesfrom: a [] Form 8959 b ] Form 8960

¢ [ Instructions; enter code(s) 8

e Attach Form 6251 to Schedule 2. The totals from this schedule go into Line 12b
of Form 1040 (change from last year when line 11)
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4. AMT and credits

Once AMT has been triggered, you must complete Form 6251 every year,
along with Form 8801 for the AMT credit.

It used to take years to benefit fully from the AMT credit if you are selling
at a substantial loss. Changed in 2018 tax year with TCJA provisions.

Use of AMT credit: In year when you do not trigger AMT, use credit against regular income tax up to
amount of what would be your AMT. Does not require you sell the 1SO stock.

Example:
- Last year I1SO exercise and hold triggered $14,000 of AMT
- This year, regular tax is $35,000, while AMT is only $30,000
- $5,000 of the $14,000 credit used, and carry forward $9,000 to future

- The amount from Line 25 of Form 8801 now goes into Schedule 3 ("Non-Refundable Credits™) on Line 6 (check
box b). Change from Line 54.

- Totals from Schedule 3 go onto Line 13b of Form 1040. Change from Line 12.
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https://www.mystockoptions.com/content/do-i-get-a-tax-credit-if-i-paid-amt-when-i-exercised-an-iso-how-does-it-work

5. Sell-to-cover exercises

- Broker sells just enough shares from exercise to pay the exercise price, tax withholding, and the broker's
transaction fees.

- Employee receives the remaining shares.

- For the year of sell-to-cover, report on your Form 8949 only the number of shares so/d and their tax
basis.

- Do not report the number and tax basis of all the options exercised that are part of W-2 income.
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5. Sell-to-cover example: Exercise NQSOs for 2,000 shares on August 14

Tax withholding $17,500 (combined 35% tax rate on $50,000)

Brokerage commission $250

$37,765 (Schedule D includes a $250 short-term capital loss in

Tax basis on sold shares
Part I)

In the future, when you sell any or all of the net shares (921 shares net):
report the tax basis of $35 per share.
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6. Share withholding for restricted stock and RSUs

- Definitely report a sale for taxes at vesting if you received a 1099-B that reports the proceeds. Sell-to-Cover
for taxes.

- When the shares directly withheld by your company (often called “net share withholding™), the situation is
different.

- Report this "sale" back to company to cover the taxes if receive a 1099-B. Most companies do not issue these to
employees.

- Rumor: IRS has informally approved this practice of not issuing 1099-Bs for share withholding.

- Common Mistake: Remember to exclude these tax shares when you calculate your capital gains on Form 8949
after you sell the remainder.

See the sections Restricted Stock: Taxes and Restricted Stock: Taxes Advanced at myStockOptions.com
or in the Knowledge Center
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http://www.mystockoptions.com/articles/index.cfm/secID/FA09D413-6C8C-42B6-B431BDBA7787D3E8/catID/D554C543-9C2A-48F9-A389E003B3031284
http://www.mystockoptions.com/articles/index.cfm/secID/FA09D413-6C8C-42B6-B431BDBA7787D3E8/catID/7D938E61-92BA-44DF-9C097EA84359BCB6

6. Share withholding with restricted stock and RSUs: Potential for confusion

Vesting value: $20 per share
($40,000)

Shares surrender/net-settled to pay taxes 625 (1,375 appear in account)

Amount your W-2 reports for the vested restricted stock $40,000 (2,000 x $20)

2,000 shares of restricted stock vest on Aug. 15

Remaining 1,375 share sold the next year at $25 per share
(after commissions)

How you calculate capital gain $34_’375 PIBESERE = £27, 500 eosi
basis (1,375 x $20)
Capital gain reported on Form 8949 = $6,875

$34,375
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Restricted stock: Sale when shares surrendered earlier for withholding

OMB No. 1545-0074
. 3949 Sales and Other Dispositions of Capital Assets |———
) » Information about Form 8949 and its separate instructions is at www.irs. gov/form89<9. |:|
Deparment of e Treasmry : : £ Attacment
rlemal fevenue Service ¥ File with your Schedule D to kst your transactions for lines 1b, 2, 3, 8b, 9, and 10 of Schedule D. Secuence No. 12A
Nameaiz) thown cnretun LWMWGWMMMMr

Belore you check Box D, £, or F below, see whether you received any Formis) 1099-8 or substitute siatement(s) from your broker, A substitule
statement will have the same information as Form 1059-5. Eithar will show whather your basis (usually your c0s?) was reported (o the IRS by your
broker and may even tell you which box to check.

Long-Term. Transactions involving capital assets you held more than 1 year are long term. For short-term
transactions, see page 1.
Note: You may aggregate all long-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
8a; you aren't required to report these transactions on Form 8949 (see instructions).
You must check Box D, E, or F below. Check only one box. If mcre than ane box applies for your long-term transactions, complete
a separate Form 89849, page 2, for each applicable box. Iif you have mare long-term transactions than will fit on this page for one or
mere of the boxes, complete as many forms with the same box checked as you need.

Ry )
On Form 1099-B* |-»=[] (D) Long-lerm transaclions reported on Formis) 1089-B showing basis was reported 1o the IRS (see Note above)
1f basis is in Box 1e [ ] (E) Long-lerm transactions reported on Formi{s) 1089-8 showing basis wasn't reported to the IRS
(even i basis is (7] (F) Leng-term transactions not reported 1o you on Form 1099-B
inconect), check 1 :ﬁmﬂ' 'W.‘:Dmﬂh:i
(e) YEU eree an 2 outt i oolumn ), ]
Box D here, “ 3 (q @ Cost or other bsis. | s.:r;« acodwincolarn I Gasin or [loss).
10 basis or 0 Omcroiohtioueey | Duebtaied| M0RC | | ook SovoNols s St Be o ancions | soec o o
appears in Box 1e, {Eample: 100 #h. XYZ Ca} N BV | ey dlay, yr} | fowe instructions]  in the seprste V] ™ comboirm e 1ssll
check Box E here. matactions (CodeE) oml  wceni of with column i)
nsructions adjstmeont
Yk LA A P w, \\ %,
Company tickerisymbol and number of il / / / N \
shares sold from stack received at vesting 7 7 & . i 7
[Box 1a on Form 1099.8]. i shares were / / / Basis in Box 1e of 1099-B is correct
:“h"'“"':"" S vasng. nchuds those Golumn (e): Basis in Box 1e of 1099-8
YOS KoM J / / / Column (f): Leave blank
———1 Fuarcion date / / Column (g): Leave blank
[Box 1b on 1099-B] / Basis in Box 1e of 1099.8 is too low or blank
vStockOptions.com Date stock sold /
[Box1cun1099—8l/ If Box D is chacked: If Box E is chacked:
’ Column (e): Basis in Box 1e ol 1099-8  Column (e): Correct basis o the sold
Gross proceeds lrom slock sale [Box 1d on 1099-B). i shares (income on ' W-2 lor Lhe value ol
If commissions and fees were nol sublracted from Column (f): Code B shares sold, NOT the value for total
o |2 proceeds, see footnote ** Column (g): Omitted amount. Pulin number of shares vested)."™
parentheses o indicate a negalive Column (f): | cave blank

number (as this amount reduces gain

55 of increases loss). Column (g): Leave blank @Om pu tershare



https://www.mystockoptions.com/tax-center/reporting-company-stock-sales

7. Dividends with restricted stock/RSUs e~

DIVIDENDS

- Dividends paid: compensation during vesting period or at vesting. Reported on W-2.

- Exception: Employee makes a Section 83(b) election (not available for RSUs).
Eligible for the lower 15%/20% rate for qualified dividends. Reported on 1099-DIV.

- Once the shares vest: dividends are no longer compensation and instead become
dividend income.

- Form 1040 line for dividend income: changed to 3a or 3b.
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7. Dividends: Complications

- Pre-vesting dividends included on W-2 + Double-reported on Form 1099-DIV.

- Can occur if the company's transfer agent routinely issues dividend payments and 1099-DIV as it does to
shareholders.

- The IRS recommends: list these dividends on Schedule B (“Interest and Ordinary Dividends”) of Form 1040.
Subtract them from the total with a note that you have already included them in wages.

- See IRS Publication 550, “Investment Income and Expenses (Chapter 1),” for more details on reporting restricted
stock dividends.
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http://www.irs.ustreas.gov/pub/irs-pdf/p550.pdf

8. ESPP sales: Not reporting ordinary income

- Tax-qualified Section 423 ESPP: the purchase itself does not trigger tax-return reporting.
The sale does.

- At sale: need to include the discount from the year of purchase as income

Review of Tax Rules for QD:

- With qualifying disposition: Ordinary income in the year of sale equal to: the lesser of either the actual gain
upon sale or the purchase price discount at the beginning of the offering.

- The discount at the beginning of the offering does not qualify for capital gains treatment even if you hold stock
for longer than one year.

- Beyond the discount, all additional gain is long-term capital gain.

For details, examples, and videos see sections ESPPs: Taxes and ESPPs: Taxes Advanced at
myStockOptions.com or in the Knowledge Center
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http://www.mystockoptions.com/articles/index.cfm/catid/B6F77FB3-56B4-4D8F-95779B4F276B556F

8. Not reporting ordinary income with ESPP sales

Example: 15% discount from the stock price on either first or last day of offering, whichever is lower.

Stock price on first day of offering $10

Stock price on last day of offering (purchase date) $8

Net at sale after commission $18

Income recognlzed at sale after meeting ESPP holding

: . . 0
perlods $1.50 per share in ordinary income (15% of $10)

$8.30 ($1.50 ordinary income + $6.80 purchase
price)

Long-term capital gain $9.70 per share ($18 minus cost basis of $8.30)

$1.50 multiplied by the number of shares
purchased (if this is not reported, still report that
amount on your tax return, using the line “Other
income™). Using Form 3922: Box 3 minus Box 8.

Cost basis

What should be reported on Form W-2

If your sale gain is less than $1.50 per share (i.e. stock price of $8.30 per share or lower), just ordinary
income for the amount of the actual gain. Sales below a stock price of $6.80 per share are all capital
losses.
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ESPP: Purchase/sell after holding short-term
r 3949 Sales and Other Dispositions of Capital Assets Iil

Dregartment of ihe Trsssury ¥ Information about Form 8943 and its separate instructions & at www.rs.gov/formesss.,
Fleras Frveros Serans P Filo with your Schedula D to list your transactions for lines 1b, 2, 3, &b, 9, and 10 of Schedule D. “S.Rz‘“,‘.,“”"c,m 12A
HNamas) shown on retum Social s ber or & rrpoor——— —y

¥ Py

Before you chack Box A, B, or C balow, sse whether you rosewso any Formis) 10596 or substitute statemaent’s) from your broker, A subsiitute
statement wil have the same information as Farm 1059-8, Ether il show whether your dasis fusvally your 0ost) was reported (o the IRS by your
broker and may oven ol you which bax (o chock,

Short-Term. Transactions involving capital assets you held 1 year or less are short term. For long-term
transactions, 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. Chaeck only one box. If more than one box applies for your short-term 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 mere of the boxes, complete as many forms vwith the same box checked as you need.

On Form 1099-B* |-»=["] (A) Sheet-term transactions reporled on Fermis) 1099-8 showing basis was repoarted 1o the IRS [See Note above)
1 bassis i in Box 1e =] (B) Shorl-lerm ransactions reparted on Formis) 1088-8 showing basis wasn't reperted Lo the IRS
{even il bass is [7] (C) Short-term transactions not reported 1 you on Form 1099-B
inconed), check 1 m.::’m.lw.nm«m;. |
here Fyou oan amaunt in coumn i, |
DA @ bl ) 16 Coat ar ﬂ::m:. o e bzoda N cofumn It Gﬂlc:r' lloza),
H a0 bealk of °0° Descrigion of proparty Date acqurcq | D Mo Prcaods Sea 19 Note bolaw P ol o
: , \ Vet | dzpoaadet maespeeel  and sea Colmn s frem column (d) and
appeass in Box e, (Pamplx 100 sh. XYZ Coj V4o, Ay, yv) :\l?.o:r;. P -}n';lnm?:':c;m rtrcwparate | Il cambing the rezuk
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9. Netting of capital gain/loss

Only same kinds of income net each other out.

Only capital gains and losses net each other out on Schedule D. Stock compensation income is not capital
gains income.

Matching capital losses with gains is called “tax-loss harvesting.” Up to $3,000 (joint filers) in capital losses can be
netted against ordinary income. Remainder carries forward.

Example: You sold company stock early last year at $9,000 short-term capital loss.

61

You bought and sold this year at a short-term capital gain of $5,000.

The loss carryforward and current year’s gain net each other out on your Schedule D, leaving you $4,000 of
unused losses.

$3,000 is used to offset against ordinary income on your current tax return.
$1,000 is carried forward.
Wash sale issues: purchase company stock at gain within 30 days of sale at loss.
Easy mistake to make in volatile or down markets.

See my Forbes.com blog: Harvest Capital Losses: Beware Wash Sales! €omputershare



9. Netting of capital gain/loss: Step after Schedule D

- What’s the same: First report sale on Form 8949 and enter the totals from 8949 on Schedule D.
- What’s new: Form 1040 again has a line labeled "Capital gain or (loss)."

- Schedule D total is now entered on the Form 1040 (Line 6) and not on Schedule 1

ekl NS R Ilr-"l. AN FLEE i e [N (= BOLEALERST S B IAF] WA Le F OSRLLEWAL D SR Be S AR l\."ulullw [ =
Fs:ammd 3a Qualified dividends . 3a b Ordinary dividends. Attach Sch. B if required 3b
Daduction for— 4a |RA distributions. 4a b Taxable amount 4b
= Single or Marmed . -
iing separately, ¢ Pensions and annuities . dc d Taxable amount 4d
£12,200 S5a Social security benefits . Sa b Taxable amount ... 5b
" oty or Guaming| @  Capital gain or {loss). Attach Schedule D if required. If not required, checkhere . . . . . . . »[] | &
Emm- 7a Otherincome from Schedule 1,line® . . . . . . . . . . . . . e e 7a
i Hga:u of b  Addlines 1, 2b, 3b, 4b, 4d, 5b, 6, and 7a. This is your totalingcome . . . . . . . . . . . » ih
mﬁaﬁ' 8a Adjustments to income from Schedule 1, ling 22 - 8a
» I you checkad b  Subtract line 8a from line 7b. This is your adjusted grossincome . . . . . . . . . . . W Bb
AW LOX WG 9 standard deduction or itemized deductions (from Schedule A) . . . . . 9
Daduction, 10  Qualified business income deduction. Attach Form 8995 or Form B995-A . . . 10
. a8 Instructions. y
11a AddlinesQand 10 . . . . . . ... L 11a
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10. Extensions

- IRS Form 4868: automatic six-month extension for the due date of your
tax return (until mid-October). No explanation or signature is needed
to get the automatic extension.

- Federal tax deadline is likely to get extended beyond April 15, 2020 if suffered adverse effe
virus (status as of March 12, 2020 at 11:30 AM EST). States likely to follow.

- To avoid the failure-to-file penalty on what you owe, you must file the extension
no later than the original deadline of your return (for details, see 1R-2006-58).

- Payment of the actual tax is not delayed (just the period for filing the return). Pay 100% of anticipated tax
when file the extension to avoid interest and penalties.

- Extensions do not delay estimated tax payments for the current tax year.

- Complications for US expatriates: avoid double taxation by using the foreign earned income exclusion ($105,900 in
2019) or a US tax credit for taxes paid in a foreign country.
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http://www.irs.gov/pub/irs-pdf/f4868.pdf
http://www.irs.gov/newsroom/article/0,,id=156073,00.html
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explains and illustrates the tax
rules for sales of company
stock, W-2s, withholding,
estimated taxes, AMT, and
more.
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12 Tax-Return Mistakes To Avoid With Stock Options And ESPPs

+ Add this article to my personal library
Bruce Brumberg and Lynnette Khalfani

Key Points

1. Stock options and employee stock purchase plans bring their own special issues to your tax return

N

. Commeon mistakes to avoid include double-counting income, misreporting the cost basis of stock sales, and miscalculating taxes on
ESPP income.

Ly

. Other common errors include messing up the AMT calculation, overpaying AMT, and forgetting to use capital-loss carry-forwards.

(41 After reading this article, test your knowledge with a fun, interactive guiz on tax returns
3

By the end of January, you should have received your IRS Form W-2, as usual. It will show any ordinary income stemming from
stock options or employee stock purchase plans.

1f you sold shares during 2019, before mid-February your brokerage will send you IRS Form

1099-B, which brokers usually reformat into their own substitute statement. Form 1099-B reports  The IRS Form 1040 tax
stock sales made during the year. In addition, you will also receive IRS Form 2922 if you return has been
purchased ESPP shares in 2019 and IRS Form 3921 if you exercised 1SOs in 2019, condensed and new

schedules (supplementary

Puzzled by what to do with your W-2, Form 1099-B, or Forms 3921 and 3922? Don't quite know
forms) funnel information

how and where to report sales of company stock

someone to handle your tax return (t
knowing some of the basics pr
stock. The Tax Center of

sales on tax returns.

For a free copy of our article on
tax-return mistakes to avoid, email
editors@mystockoptions.com.
Available to distribute to
employees or clients.

1f you need to report

What's New For
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@‘. NEW! Tax Returns Quiz

7 |

Take a few minutes to test your knowledge of the tax-return reporting for equity compensation. (Mistakes here are far less costly than errors on tax returns!)

Please answer the following 12 questions. This quiz is also a course of study. The answer key links to content on the topic for follow-up reading.

1. If you sold stock last year, which of the following IRS forms will you need for your tax return, along with any other information provided by your broker or your company?
O Form 1099-B (or your broker's equivaient substitute statement) and Form W-2

O Form 3921 (if you sold shares acquired from incentive stock options)

© Form 3922 (if you sold shares acquired from an employee stock purchase pian)

© All of the above

2, Starting in 2018, what are the top tax rates on ordinary income and capital gains?
© 35% and 20%

& 35%and 15%

© 37% and 20%

© 39.6% and 15%

3. If you sold stock during the calendar year, which tax forms do you file with your IRS Form 1040 tax return to report the sale?
< Form 1099-B and Schedule 1
© Form 8949 and Schedule D
© Form 6251 and Schedule 2

© Form 8949, Schedule D, and Schedule 1 See home page and Tax

[

Center for quiz on

4. What is the cost basis of stock that has been sold? . At
tax-return I'L‘])L)I'UDQ.
S

© Price paid to acquire shares + compensation recognized for acquiring them (reported on Form W-2) - ~ - oy
paidtoacq P g quiring (res Courses for CE credit in

O Price paid to acquire shares + compensation recognized for acquiring them (reported on Form 1099-B) . =
) ) ) Lf:'armng Center.
O Proceeds from stock sale - compensation recognized for acquiring shares (reported on Form W-2) =

© Proceeds from stock sale - amount paid to acquire shares (reported on Form 1099-B)
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Financial Planning For Public Company Executives &

mStockoptionscor;  EMployees
myStockOptions.com | CONFERENCE June 15-16:
Mon, June 15, 2020 — Tue, June 16, 2020 mystockoptions coml

conference

FINANCIAL PLANNING

FOR PUBLIC COMPANY EXECUTIVES & KEY EMPLOYEES

ADVISOR CONFERENCE SR ﬁ ¥
Proudly Presented by My StockOptions.com

REGISTER NOW to be at this must-attend conference for financial advisors. Our
conference is for advisors working with or seeking clients who are executives,
directors, and high-net-worth employees with stock compensation, company stock
holdings, and nonqualified retirement plans, at both public and pre-IPO
companies. Industry thought leader Michael Kitces ranks our event in his 20 Best
Conferences For Financial Advisors To Choose From In 2020

The 2020 event offers all new sessions and a pre-conference bootcamp, plus
more networking opportunities. Expert speaker topics include:

— Case studies and examples of successful financial-planning strategies
— Special sessions on financial planning for clients at pre-IPO companies
— Tax, estate, and SEC-related planning challenges

— Strategies for concentrated stock, option exercises, divorces, and more
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