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Welcome

Today’s Agenda

• Cost basis reporting – Overview and 2014 requirements

• Review: Bifurcation of securities eligible for average cost

• Locating cost basis information on Fidelity.com

• Review Fidelity’s 2012 Tax Reporting Statement

• Q&A
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Today’s panelists

Fidelity specialists

• Ellen Bocina, Vice President, Product Development

• Jeff Brown, Vice President, Product Development

• Carlos Cartaya, Vice President, Tax Services
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Cost basis reporting
Overview and 2014 requirements
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Recap of the reporting requirements

Broker-dealers, including mutual fund companies, must:

• Report adjusted cost basis on the IRS Form 1099-B for the sale of covered 
securities and indicate whether the holding period for these securities was 
long- or short-term

• Provide cost basis on the transfer of positions to another broker

Covered securities and cost basis implementation schedule*

2014 & beyond
Options, fixed income, and 
other securities as 
determined by the IRS, 
purchased on or after 
January 1, 2014

2012
Securities eligible for 
average cost (mutual 
funds and DRIP), 
purchased on or after 
January 1, 2012

2011
Stock in a corporation, 
purchased on or after 
January 1, 2011

* Based on final regulations issued in October 2010
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Cost basis for corporate accounts 
Cost information for S Corp accounts is now reported to the IRS.

This includes:

• Gross proceeds for sales of all securities

• Cost basis reporting for sales of covered securities

Call to Action:

• All corporate account owners should have certified their tax status with Fidelity 
by 12/31/2011

• Especially important for account owners who are C Corporations and LLCs to 
complete certification process in order to avoid misclassification

• Contact a Fidelity Representative at 1-800-544-6666 if you have accounts 
requiring certification
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Bifurcation of securities eligible for 
average cost
What does it mean?
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Understanding bifurcation 
What is bifurcation?

• Separate average cost calculations for noncovered and covered shares

What types of average cost positions are bifurcated?

• Positions that include both noncovered and covered shares

– Shares acquired prior to January 1, 2012 

– Additional share purchases that occur on or after January 1, 2012 of the 
same mutual fund

What happens when a position is bifurcated?

• Fidelity is required to track the holding as two sub-positions based on 
noncovered and covered shares

• Each of these sub-positions will maintain its own calculated average cost

• Cost basis for covered lots is reported to the IRS

• Cost basis for noncovered lots is not reported to the IRS
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Example: How a position becomes bifurcated 

Shares of ABC mutual fund: Transaction history

Tax 
lot

Acquisition 
Date Quantity Cost per 

share Average cost per share

1 3/30/2009 100 $10.00

$12.002 10/25/2009 100 $12.00

3 5/10/2011 100 $14.00

For illustrative purposes only.

Noncovered Covered

Average cost based on 300 
shares purchased BEFORE 

1/1/2012
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Example:  How a position becomes bifurcated

Tax 
lot

Acquisition 
Date Quantity Cost per 

share Average cost per share

1 3/30/2009 100 $10.00

$12.002 10/25/2009 100 $12.00

3 5/10/2011 100 $14.00

4 2/10/2012 100 $16.00

$18.25
5 6/15/2012 100 $18.00

6 12/15/2012 100 $19.00

7 5/30/2013 100 $20.00

Shares of ABC mutual fund: Transaction history

Average cost based on 
additional 400 shares 

purchased AFTER 1/1/2012

Average cost based on 300 
shares purchased BEFORE 

1/1/2012

For illustrative purposes only.

Noncovered Covered
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Example:  What happens if a client sells 100 shares?

Tax 
lot

Acquisition 
Date Quantity Cost per 

share Average cost per share

1 3/30/2009 100 $10.00

$12.002 10/25/2009 100 $12.00

3 5/10/2011 100 $14.00

4 2/10/2012 100 $16.00

$18.25
5 6/15/2012 100 $18.00

6 12/15/2012 100 $19.00

7 5/30/2013 100 $20.00

Shares of ABC mutual fund: Remaining tax lots

No change in average cost 
on the additional 400 shares

No change in average cost, 
even though 200 shares 

remain

For illustrative purposes only.

Noncovered Covered
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Fidelity.com
Locating cost basis information 
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Viewing a bifurcated position on Fidelity.com

Noncovered and covered shares will be tracked and reported separately. 

For illustrative purposes only.

Cost basis for covered 
subposition will be 
reported to the IRS

Cost basis for noncovered
subposition will NOT be 

reported to the IRS
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(xxxxxxxxx)

(xxxxxxxxx)

(xxxxxxxxx)

Converting from average to actual cost
1. Select Accounts & Trade, then Update Accounts/Features

2. Choose Cost Basis Information Tracking

3. Find the Mutual Fund position, and click Convert

For illustrative purposes only.
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How to sell specific shares 

Choose Specific Shares:

• A trading feature that allows 
you to override your default 
disposal method at the time 
of sale

For illustrative purposes only.
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How to sell specific shares, continued

If you have not converted to Specific Shares cost basis method, 
you will be prompted to do so.

For illustrative purposes only.
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How to sell specific shares, continued

Once you’ve converted to Specific Shares, you may specify 
which lots to sell, including both covered and noncovered lots.

For illustrative purposes only.
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Accessing your Fidelity tax forms
1. Select Accounts & Trade, then Portfolio 

2. Choose Statements from the Select Action menu

3. Select the Tax Forms tab

For illustrative purposes only.
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2012 Tax Reporting Statements
Enhancements to statement format for Form 1099-B
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Fidelity’s 2012 Tax Reporting Statement 

Changes to expect

Yes No Key change

Form 1099-DIV Inclusion of tax-exempt interest dividend and specified private 
activity bond interest dividend amounts

Form 1099- INT Shifting of tax-exempt interest dividend and specified private 
activity bond interest dividend amounts to Form 1099-DIV

Form 1099-MISC

Form 1099-B

Enhanced layout to facilitate easier completion Schedule D 
and Form 8949; Includes separate pages for short- and long-
term covered and noncovered securities, plus a page 
displaying transactions with unknown basis

Form 1099-OID

Supplemental pages Minor layout changes to improve readability

Fidelity will deliver the 2012 Tax Reporting Statement to your clients no later than February 15, 2013.
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Sample page: 2012 Tax Reporting Statement

Tax-exempt interest 
dividend and specified 
private activity bond 

interest dividend 
amounts (line 11)

Sample page: For illustrative purposes only
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Sample page: Supplemental section 

Sample page: For illustrative purposes only.

Includes any tax-
exempt interest 
dividends and 

specified private 
activity bond 

interest dividend 
amounts, instead 
of supplemental 

details of 1099-INT
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Sample page: Form 1099-B (Short-term covered securities)

Sample page: For illustrative purposes only.

Example: bifurcated 
position; 200 

shares purchased 
after 1/1/2012 and 
sold on 3/13/2012 
as part of a 800 

share sales 
transaction
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Sample page: Form 1099-B (Short-term noncovered securities)

Sample page: For illustrative purposes only.

Example: bifurcated 
position –

noncovered portion 
of sale; these 100 

were shares 
purchased between 

3/14/2011 and 
12/31/2011 and part 

of the 800 share sale 
on 3/13/2012
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Sample page: Form 1099-B (Long-term covered securities)

Sample page: For illustrative purposes only.
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Sample page: Form 1099-B (Long-term noncovered securities)

Example: 
noncovered portion 

of bifurcated 
position; these 300 

shares were 
purchased prior to 

3/31/2011 and part of 
the 800 share sale

Sample page: For illustrative purposes only.
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Sample page: Form 1099-B (Transactions with unknown basis 
and terms)

Sample page: For illustrative purposes only.

Sales of positions 
with unknown term 
and basis.  These 

200 shares part of an 
800 share sale and 
cost basis is not 

reported to the IRS.
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Fidelity resources
Helping you prepare for the cost basis reporting requirements
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Fidelity’s Tax Center 

Use Fidelity’s Tax Center to:

• Find answers to your top tax  
questions

• Review educational tools

• Locate resources for filing your 
taxes

For illustrative purposes only.
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When will I receive my tax forms?
Tax Form Type of Account Estimated Date 

(subject to change)

5498 and 1099-R
Mutual fund retirement accounts

Brokerage retirement accounts

January 11-14, 2013

January 14, 2013

Tax Reporting 
Statements 

(1099-DIV, 1099-
INT, 1099-OID, 
1099-B, 1099-
Misc)

1.    Fidelity Mutual Fund accounts

Brokerage accounts holding:

• Fidelity Funds, Equities

If no adjustments to tax lot data are anticipated. 

January 18-23, 2013

2.    Brokerage accounts holding:

• Non Fidelity mutual funds, Equities, Fixed income 
securities, Real estate investment trusts (REITs)

If no adjustments to tax lot data are still anticipated.

February 1-5, 2013

3. All remaining Brokerage accounts –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 15, 2013
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Take the next steps

Call 800.544.6666
to speak to one of our knowledgeable 
representatives.

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

Visit 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. © 2012 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.

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.


