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Welcome & meet today’s panelists 

Jeff Brown  
Vice President  

Product Development 

Ellen Bocina 
Vice President  

Product Development 

Carlos Cartaya 
Vice President  
Tax Services 
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Today’s Agenda 

We will cover the following topics: 

Year-end tax planning 
• Challenges & opportunities to consider  

Tax law changes & what they mean to you 
• Foreign Account Tax Compliance Act 

(FACTA) 
• Cost Basis Legislation — Phase III for fixed 

income and options 
 

Tax forms and statements 
• What to expect and when  

Fidelity resources  
• How can we help you? 
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Year-End Tax Planning  
Challenges & opportunities  
to consider for 2013 
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Current events that may impact you 

• American Taxpayer Relief Act of 2012 

– Increased tax rates for higher income individuals 

• Patient Protection and Affordable Health Care Act of 2010 

– 3.8% surtax on capital gains and dividend income for taxpayers with 
the following modified adjusted gross income (MAGI): 

• Individuals > $200,000 (MAGI) 

• Joint filers >  $250,000 (MAGI) 

• Impact of October’s government closure on  
IRS processing  

– Current estimation is a delay of approximately one to two weeks — 
could impact timing of refund check 
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Tax Law Changes 
What do they mean to you? 
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• A new tool for the IRS to use in its efforts to ensure that U.S. taxpayers report all of their income — including 
income that is paid into an account outside the U.S. 

• FATCA is an adjunct to existing reporting requirements — it does not replace existing U.S. tax withholding and 
reporting requirements 

What is the Foreign Account Tax Compliance Act? 

What?  

• To help prevent tax evasion by providing greater transparency to the IRS on income paid to U.S. residents 

Why?  

• FATCA is far reaching and can touch any investor or financial institution that has any contact, direct or indirect, 
with the U.S. 

Who? 
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What does FATCA require? 
• Foreign account holders will be required to: 

– Submit new W-8 forms when establishing a new foreign account as well  
as existing accounts 

• New Rules for U.S. and Foreign Financial Institutions (FFI’s): 
– Report information to the IRS on income payments for: 

• Accounts for  U.S. investors at foreign firms  

• Accounts for foreign investors at U.S. firms 

– New rules for withholding, reporting and account maintenance 

• Additional due diligence required to validate customer information  
provided on W-8 forms 

• Non-compliance with U.S. brokers will result in a 30% withholding tax  
on every payment it receives from a U.S. source income  

– The U.S. Treasury Department is entering into inter-governmental agreements (IGAs) 
with partner countries to achieve automated information sharing across borders 
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2017 2016 2015 

What does this mean to you? 
The timeline below shows some key changes as a result of FATCA and when they are expected: 

2014 

• July — new foreign 
accounts opened are 
required to provide new 
version of W-8 forms 

• FATCA withholding of 
30% on non-compliant 
new foreign accounts 

• New 1042S Tax 
Reporting requirements 
for new foreign 
accounts 

• Due diligence on all 
existing foreign 
accounts  

• New withholding 
requirements for 
existing foreign 
accounts (opened prior 
to July 1, 2014) 

• Withholding begins on 
gross proceeds 
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Cost Basis Legislation — Phase III 
Do you own fixed income or options? 
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Phase II 
More complex fixed income securities acquired 
on or after January 1, 2016 

A phased approach for remaining fixed income securities 
Basis reporting requirements will be introduced in two phases for remaining fixed income 
securities:  

Phase I 
Less complex fixed income securities  
acquired on or after January 1, 2014 
 

What is less complex? 
• Taxable and tax-exempt bonds that have a fixed 

rate, fixed maturity, and fixed payment schedule, 
even if callable by the issuer. 

What is more complex? 
• Any debt instruments that are not covered in 2014 

or are non-covered according to the regulation.  
• Examples of more complex bonds include*: 

– Variable rate (e.g. Inflation protected) 
– Convertible  
– Stripped  
– Foreign issued  
– Payment-in-kind  

*This is not an all inclusive list.  

Fixed income excluded from reporting:  
Short-term debt (fixed maturity date of less than a year from issuance) 
Debt subject to principal acceleration (REMICs) 
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Required bond basis adjustments  
Required basis adjustments due to amortization/accretion: 

• Market Discount 
– For debt purchased on the secondary market below par, the market  

discount is the difference between a debt instrument’s stated redemption  
price and its purchase price. 

– For OID bonds, the discount is the difference between the adjusted  
issue price and the purchase price. 

• Original Issue Discount (OID) Adjustments 
– The discount from par value at the time a bond is issued.  

It is the difference between the stated redemption price at maturity and the issue price.   

• Premium (taxable & non-taxable debt) 
– Amount paid above a debt instrument’s par value. 

• Acquisition Premium  
– Amount paid above a debt instrument’s adjusted issue price. 

Note: Fidelity has 
been providing this 
information to you 
since 2006 on the 
Supplemental 
Statement. Going 
forward it will be 
reported to the IRS 
using the 1099-B. 
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Cost basis reporting for options begins in 2014 

• Purchases/sales/expirations — report cost basis and gross proceeds 
to the IRS 

• Exercised/assigned contract — adjust basis/proceeds for any 
premium paid/received on the option contracts 

• 1256 options (index options) — mark to the market at year end, 
unrealized gain/losses are appropriated 60% LT and 40% ST 

Note: Fidelity has 
been providing this 
information to you 
since 2006 on the 
Supplemental 
Statement. Going 
forward it will be 
reported to the IRS 
using the 1099-B. 

Covered in 2014 

What is included? 
• Single stock, OTC, Section 1256 (index options)  

What is excluded? 
• Foreign currency options, commodity options, incentive stock options 
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Tax Forms & Statements 
What to expect and when?  What’s new? 
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Short term debt reporting requirements 

Activity of Short 
Term Debt 
Obligation 

1099-B  
Reporting 

Realized / Gain or 
Loss Reporting 

1099-INT  
Reporting 

Sell 
Report gross proceeds 
amount on 1099-B (to 
customer and IRS) 

Report gain/loss 
information on 1099-B 
(to customer only) 

No 1099-INT amount 
reporting  
 

Maturity No 1099-B reporting 
required 

No realized gain/loss 
information reporting 
required 

Report the difference 
between original 
purchase price and the 
maturity amount as 
interest income on 
1099-INT 

Short term debt reporting will be handled as follows for shares acquired on 12/31/2013 or earlier:. 



15 

What’s new about the Tax Reporting Statement? 

Other Income reported on the 1099-MISC was previously a separate mailing - will now be 
part of the Tax Reporting Statement 

 

 

 

For illustrative purposes only. 
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What’s new about the Tax Reporting Statement? 
Based on customer feedback, sub-total columns have been added to the 1099-B 

For illustrative purposes only. 
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Tax form mailing schedule  

Tax Form Type of Account Last Mailing Date 
(subject to change) 

 5498 and 1099-R 
Fidelity Mutual Fund retirement accounts 

Brokerage retirement accounts 

January 14, 2014 

January 21, 2014 

Tax Reporting 
Statement 

(May include forms: 
1099-DIV, 1099-INT, 
1099-OID, 1099-B, 
1099-MISC) 

1.    Fidelity Mutual Fund accounts and Brokerage accounts holding: 

• Mutual Funds, Equities 

If no adjustments to tax lot data are anticipated.  

January 27, 2014 

2.    Any remaining Fidelity Mutual Fund accounts or Brokerage accounts holding: 

• Mutual funds, Equities, Fixed income securities, Real estate investment trusts (REITs) 

If no adjustments to tax lot data are still anticipated. 

February 11, 2014 

3. All remaining Brokerage accounts (except as noted in 4 & 5, below) –holdings may include: 

• Non Fidelity mutual funds, Foreign and domestic Equities, Fixed income securities, Real estate 
investment trusts, Unit investment trusts (UITs), Original issue discounts (OIDs), Widely held 
fixed investment trusts 

February 18, 2014 

4.  Brokerage accounts holding securities incorporating late  adjustments February 28, 2014 

5. Special UIT Tax Statement Mailing — Brokerage accounts holding Unit Investment Trusts March 14, 2014 
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What are the most common reasons for reclassification? 

Category Type of Reclassification  
Equities Qualified dividend to return of capital 

Foreign Equities Non-qualified dividend to qualified dividend 

Mutual Funds  
• Non-qualified dividend to qualified dividend 
• Non-qualified dividend to qualified dividend, different capital gains, or return of capital 
• Foreign tax paid gross up 

A mutual fund  
pays a dividend 

100% = non-qualified 
dividend 

Reclassification  
occurs, then  

60% = return of capital 
40% = qualified dividend Cost basis is adjusted –

revised tax forms are sent 
to customer and IRS 

Reclassification 
complete 
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Fidelity Resources 
Helping you prepare for the  
2014 filing season 
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Fidelity’s Tax Center: It’s always tax time 
Use Fidelity’s Tax Center to: 

• Find answers to your top tax 
questions 

• Review educational tools 

• Locate resources for filing your 
taxes, including a TurboTax 
discount 

 

• Cost basis tracking software — 
Gainskeeper® & TradeLog® 

 

For illustrative purposes only. 
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Leverage Fidelity’s Viewpoints 
• Read our Viewpoints special 

report: Take on taxes 

• Locate thought leadership 
pieces that can help you identify 
ways to save and invest — all 
year long, not just during tax 
season 

For illustrative purposes only. 
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Review your year-to-date tax information  
• Go to Fidelity.com: 

• Select Accounts & Trade, then 
Portfolio 

• Use Select Action menu and 
choose Tax Info (Year-to-Date) 

 

 

For illustrative purposes only. 
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What’s new on Fidelity.com? 
You can now update your default alternative disposal method or make a one-time election 
online. We offer the following disposal methods: 

• First In, First Out (Fidelity default) 
• Highest Cost 
• Highest Cost Long-Term 
• Highest Cost Short-Term 
• Intraday First In, First Out 
• Last In, First Out 
• Lowest Cost 
• Lowest Cost Long-Term 
• Lowest Cost Short-Term 
• Short-Term Tax Sensitive 
• Tax Sensitive  

 

For illustrative purposes only. 

For illustrative purposes only. 
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Take the next steps 

Click Fidelity.com 
to get more information and insight on taxes 

Call 800-544-6666 
       to speak to one of our knowledgeable representatives 

Visit a Fidelity Investor Center 
  for a consultation with one of our investment professionals 
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Q & A 
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Important Legal Information 

Fidelity Brokerage Services, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917. © 2013 FMR LLC. All rights reserved.  

The tax information contained herein is general in nature, is provided for informational purposes 
only, and should not be construed as legal or tax advice.  Fidelity does not provide legal or tax 
advice.  Fidelity cannot guarantee that such information is accurate, complete, or timely.  Laws of a 
particular state or laws which may be applicable to a particular situation may have an impact on the 
applicability, accuracy, or completeness of such information.  Federal and state laws and 
regulations are complex and are subject to change.  Changes in such laws and regulations may 
have a material impact on pre- and/or after-tax investment results.   Fidelity makes no warranties 
with regard to such information or results obtained by its use.  Fidelity disclaims any liability arising 
out of your use of, or any tax position taken in reliance on, such information.  Always consult an 
attorney or tax professional regarding your specific legal or tax situation. 

Any screenshots, charts, or company trading symbols mentioned, are provided for illustrative 
purposes only and should not be considered an offer to sell, a solicitation of an offer to buy, or a 
recommendation for the security. 
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