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s the landscape of tax reporting continues to evolve, it is increasingly important to understand the 
responsibilities associated with tax reporting. The following pages provide important information on 
the various components of tax reporting and will give insight into reporting requirements. 

 
This guide provides details into the tax reporting requirements and responsibilities assigned to 
broker/dealers as part of regulatory changes mandated by the IRS.  Today virtually all brokerage products 
and subsequent transactions are required to be reported to the IRS via the 1099 Composite form for 
reportable accounts.   The Composite 1099 Form is a consolidation of various Forms 1099 and 
summarizes relevant account information for the past year.  This includes the associated cost basis 
related to those transactions.  The following pages will outline these responsibilities in detail, along with a 
“how to” tutorial to guide you through the tax reporting process. 
 
This guide should assist with your tax return preparation.  However, it is simply a reference tool and 
should not be used as tax advice.  If you find conflicting information appearing in the Internal Revenue 
Code, the Treasury regulations promulgated thereunder or other IRS publications, those authorities 
supersede anything you might find in this guide.  The information provided here is general in nature and 
may not encompass all your reporting obligations, you should follow the advice of your own tax 
professional. 
 
In some cases, the figures and information on your Composite 1099 Form will not match what’s on your 
year-end brokerage statement.  The Composite 1099 Form reflects current information and shows 
adjustments such as income reallocations that are made after year-end when announced by issuers.  
Only the Composite 1099 Form should be used for official tax preparation purposes. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

A 
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WHAT’S NEW FOR 2021 

Section 897 gain reporting has gone into effect.  On the 1099-DIV Form box 2e and 2f have been added to report this 
information.  This reporting comes from RICs and REITs.  This reporting is not needed for recipients that are U.S. 
individuals. 

 

UNDERSTANDING THE 1099 FORM 

The Form 1099 generated for clients is a compilation of numerous individual IRS forms to produce a “Composite” Form 
1099. These forms contain various boxes to report individual income to the IRS. A brief explanation of the most common 
forms is listed below: 

 Form 1099-DIV: This form lists dividend and capital gain distributions derived from stock and mutual fund distributions 
earned in the brokerage account. In general, these must be included in the Federal Tax return, regardless if the 
proceeds were paid in cash or reinvested. 

 Form 1099-INT: This form, when applicable, lists any interest earned on Corporate and Government Bonds, as well 
as short-term certificates of deposit (CDs) and related expenses.   

 Form 1099-B: The reporting of any sales, redemption and/or exchanges within the brokerage account (including 
stocks, bonds, CDs and fixed income products) is contained within this form. Cost basis for covered securities is 
included in the 1099-B form as required by the IRS. 

 Form 1099-MISC: Other reportable income including royalty trust payments are included on this form. 

 Form 1099-OID: The 1099-OID form is used to report Original Issue Discount (OID) payments on applicable 
securities. 

 Supplemental Cost Basis Form: As a value-added service, Cetera® provides realized gain/loss information to our 
clients via the 1099 Composite form regardless of the covered/uncovered status. IRS rules only require basis 
information to be included and reported for covered securities. 
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TAX REPORTING MAILING SCHEDULE 

In 2009, the IRS changed the mailing date for broker-dealers that generate a 1099 Composite Form to February 15 and 
Cetera began generating and mailing 1099 forms on that date. Beginning with the 2014 tax reporting season, Cetera began 
producing 1099s using a wave process. 

Accounts that are not subject to any potential reallocation of income will be mailed in advance of the IRS mandated 
February 15 deadline. For accounts subject to reallocation, which include accounts holding widely held mortgage trust 
(WHMT), widely held fixed investment trust (WHFIT), or real estate mortgage investment conduit (REMIC) securities, a 
preliminary 1099 Composite will be generated on February 15, with an amended 1099 statement being mailed around 
March 15 after reallocation files have been received and processed by Cetera. 

Listed below is Cetera’s mailing schedule for tax forms. Please note the regulatory mailing dates are set by the IRS. If the 
mailing date falls on a weekend or Holiday, the regulatory date is the next business day. 
 
 

FORM EXPLANATION MAILING DATE: 

1099-Wave 1 
Accounts holding securities not End of January 

subject to potential reclassification   

1099-Wave 2 
Accounts holding securities that 15-Feb 

normally are subject to reclassification of income*   

1099-Wave 3 
Mailing of 1099-OID statements 
(REMIC/WHMT)**, reallocations, and cost basis 
updates 15-Mar 

1042-S Non-Resident Alien tax reporting 15-Mar 

1099-R Individual Retirement Account distributions 31-Jan 

1099-Q Payments from Qualified Education Programs 31-Jan 

5498-ESA Coverdell ESA contribution Information 30-Apr 

5498-IRA Individual Retirement Account contributions 31-May 

Form 2439 
Notice to Shareholders of Undistributed Long-
Term Capital Gains  31-Mar 

K-1 

Schedule K-1 (limited partnership income) will be 
distributed by and from the Limited Partnership 
(LP).  Please note that because Schedule K-1 
are processed and mailed by LPs directly, Cetera 
cannot control mail dates, which may vary.  various 

480.6A 

Reporting for Puerto Rico residents.  Reports 
transactions with gross proceeds and investment 
income such as dividends and interest that is not 
subject to withholding.   28-Feb 

480.6B 
Reporting for Puerto Rico residents holding 
Puerto Rico securities with investment income 
that is subject to withholding. 28-Feb 

480.6D 
Reporting for Puerto Rico based residents who 
may be subject to the alternative minimum tax. 28-Feb 

 
 
 
 
 

*Including reclassified income information prevents the need to generate corrected tax forms. 

**Required mailing deadline as outlined by IRS for REMIC/WHMT/WHFIT securities is March 15. This file would contain 
any securities that reallocated income information after the Wave 2 file was generated. 

Please note that our mailing calendar is also included in our monthly brokerage statements, starting in December and 
running through February. 
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INCOME REALLOCATION 

An important component in tax reporting is the reallocation process. Companies can reallocate (adjust the tax 
characterization of payments made during a tax-reporting period) at any time after year-end and for a period of 3 years 
following the payment. When these payments are reallocated, broker-dealers such as Cetera® Investment Services may be 
required to send amended 1099 forms to clients, updating the payment information to reflect the new calculations. Certain 
products are more likely to reallocate. As such, clients holding these securities need to pay special attention as to when 
they file their tax return in order to prevent having to amend their tax returns at a later date. 

Securities in this category include but are not limited to: 

 Mutual funds (both open and closed end funds) 

 Real estate investment trusts (REITs) 

 Widely held fixed investment trusts (WHFITs), including grantor and royalty trusts 

 Unit investment trusts (UITs) 

 Holding company depository receipts (HOLDRs) 

Please keep in mind reallocations can occur at any time, and depending on the holdings in an individual’s account, they 
may receive amended 1099s even after the tax filing deadline has passed. 
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SAMPLE 1099 AT A GLANCE 

As the tax reporting requirements for broker-dealers have evolved, so has Cetera’s 1099 Composite form. The following 
pages provide a break- down of our Form 1099 and the various components that make up the composite data. Each 
section of our 1099 Composite form is represented, with a brief explanation of the contents. 

 

COVER PAGE 

Several individual forms make up the 1099 Composite form. Depending on the individual securities held in the account, a 
client may or may not receive all forms. The cover page provides a table of contents to the specific account, along with a 
summary of forms not required for that account. Additionally, important year-end messages are contained on the cover 
page as a reference. 
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SUMMARY OF FORMS 

Our summary of forms page provides you a brief description of various individual IRS forms that are potentially produced in 
the composite 1099 form. Again, depending on your individual holdings, not all forms are required and/or produced. 

FORM 1099-DIV: The amount indicated on the 1099-DIV section of your Composite Statement of 1099 Forms reflects 
dividends for U.S. and foreign corporations, mutual funds and nontaxable money market dividends. Other distributions, such 
as capital gains, return of capital, nontaxable interest dividends subject to alternative minimum tax and liquidating payments 
credited to your account are also included. The amounts reported may not constitute total dividend income for the period. 
For example, if you had shares registered in your name and received a dividend payment directly from the paying agent, you 
will receive a separate 1099-DIV from them. 

FORM 1099-INT: The amounts indicated on the 1099-INT section of your Composite Statement of 1099 Forms reflect the 
taxable and nontaxable interest reportable for the tax year.  This form provides a breakdown of the types of interest and 
related expenses that are reportable. 

 Accrued Interest–If you sold a taxable bond between the interest payment dates, you received accrued interest as part 
of the sales proceeds. Accrued interest on sale transactions is reported on Form 1099-INT. Accrued interest that you 
paid in a purchase transaction, however, is NOT deducted from the total interest reported. You may account for accrued 
interest paid when you complete Schedule B (Form 1040). 

 Short-Term Debt Issues–Form 1099-INT reports the original issue discount (OID) on short-term debt issues with a 
maturity date of one year or less from the issue date. U.S. Treasury Bills and discount commercial paper are typical 
examples of short-term OID instruments. The OID is calculated by taking the difference between your purchase price 
and the redemption price. 

FORM 1099-B: Brokers and Barter Exchanges must report proceeds from transactions to the Internal Revenue Service. 
Amounts indicated on the 1099-B section of your Composite Statement of 1099 Forms reflect proceeds from securities 
transactions, such as sales, redemptions, tender offers, maturities, mutual fund exchanges, called bonds, returns of 
principal, cash in lieu payments (CIL), and similar transactions. Also reported are final principal distributions from matured 
bonds and proceeds from an acquisition of corporate control or change in capital structure. 

 Municipal Bonds–The IRS requires reporting of the gross proceeds of sales and redemptions of municipal issues, since 
capital gains on these transactions are taxable. 

 Short Sales–The IRS requires reporting of short activity in the year the position is closed and on the settlement date  
of the closing activity. If a short sale is open at year-end, it will be reported in the calendar year the closing purchase  
is processed. If you deliver the short position to another firm, it will be reported by the firm at which the position was 
closed. 

FORM 1099-OID: Annual OID accrual results from your ownership of a long-term obligation that was originally issued at a 
discount from the amount payable at maturity. For guidance in computing the proper amount of OID to include on your tax 
return, we suggest you, or your tax advisor, consult IRS Publication 1212. When examining your Form 1099-OID, please 
keep the following in mind: 

 Each year’s accrual of earnings is taxable and must be reported on the 1099-OID of your return, even though the    
earnings were not credited to your account. Generally you would include these amounts with other interest you received 
when you complete IRS Schedule B (Form 1040). 

 The amounts reported are calculated using specific data as provided by the IRS or by the issuer. The IRS requires 
calculation of the OID starting from the date the security was purchased or received into your account through the  
end of the tax year, or to the date the security was sold or delivered out of your account. 

FORM 1099-MISC: The amounts indicated on the 1099-MISC section of your Composite Statement reflect income from 
royalty trust, certain consent payments or substitute payments in lieu of dividends that are reportable for the tax year. 
Certain consent payments may be treated as either ordinary income reportable on Form 1040 Schedule B or capital gains 
reportable on Form 1040 Schedule D. Substitute payments in lieu of dividends may result from transfer of shares to another 
firm in connection with your Margin Hypothecation Agreement. 

Federal Tax Withholding: We are required by the IRS to withhold Federal Tax, known as backup withholding, from 
dividends, interest, and gross proceeds income of customers who either failed to provide a taxpayer identification number or 
a valid certification (IRS FormW-9) of that number. Include this amount on your income tax return as tax withheld. 

State and Local Tax Reporting: In addition to reporting to the IRS, we are required to provide transaction information to a 
number of state and local jurisdictions. We are also required to disclose year-end account information in certain states. If you 
reside in one of these states, you may be required to file an intangible tax return or report holdings in municipal bonds 
outside your state. Please consult your tax advisor for the reporting requirements in your area. 
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CONSOLIDATED FORM PAGE 

The consolidated form page provides a rolled-up view of the box total payments, dividends and distributions posted to the 
account for the tax year to aid with the preparation of tax reporting. 

 

Following each section of the 1099 composite is a detailed instruction guide for the recipient. An example is provided 
below, for the 1099-DIV and 1099-INT, for example: 

 

 
 

1099-DIV INSTRUCTIONS FOR RECIPIENT 

 
Recipient's taxpayer identification number (TIN). For your protection, this form may show only the last four digits of 
your TIN (social security number (SSN), individual taxpayer identification number (ITIN), adoption taxpayer identification 
number (ATIN), or employer identification number (EIN)). However, the issuer has reported your complete TIN to the IRS. 
FATCA filing requirement. If the FATCA filing requirement box is checked, the payer is reporting on this Form 1099 to 
satisfy its chapter 4 account reporting requirement. You also may have a filing requirement. See the Instructions for Form 
8938. 
Account number. May show an account or other unique number the payer assigned to distinguish your account. 
Box 1a. Shows total ordinary dividends that are taxable. Include this amount on the “Ordinary dividends” line of Form 
1040. Also, report it on Schedule B (1040), if required. 
Box 1b. Shows the portion of the amount in box 1a that may be eligible for reduced capital gains rates. See the Form 
1040 instructions for how to determine this amount and where to report. The amount shown may be dividends a 
corporation paid directly to you as a participant (or beneficiary of a participant) in an employee stock ownership plan 
(ESOP). Report it as a dividend on your Form 1040 but treat it as a plan distribution, not as investment income, for any 
other purpose.  
Box 2a. Shows total capital gain distributions from a regulated investment company (RIC) or real estate investment trust 
(REIT). See How To Report in the Instructions for Schedule D (Form 1040). But, if no amount is shown in boxes 2c–2d 
and your only capital gains and losses are capital gain distributions, you may be able to report the amounts shown in box 
2a on your Form 1040 rather than Schedule D. See the Form 1040 instructions. 
Box 2b. Shows the portion of the amount in box 2a that is unrecaptured section 1250 gain from certain depreciable real 
property. See the Unrecaptured Section 1250 Gain Worksheet—Line 19 in the Instructions for Schedule D (Form 1040). 
Box 2c. Shows the portion of the amount in box 2a that is section 1202 gain from certain small business stock that may 
be subject to an exclusion. See the Schedule D (Form 1040) instructions. 
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Box 2d. Shows 28% rate gain from sales or exchanges of collectibles. If required, use this amount when completing the 
28% Rate Gain Worksheet—Line 18 in the Instructions for Schedule D (Form 1040). 
Box 2e. Shows the portion of the amount in box 1a that is section 897 gain attributable to disposition of U.S. real property 
interests (USRPI).  
Box 2f. Shows the portion of the amount in box 2a that is section 897 gain attributable to disposition of USRPI. Note: 
Boxes 2e and 2f apply only to foreign persons and entities whose income maintains its character when passed through or 
distributed to its direct or indirect foreign owners or beneficiaries. It is generally treated as effectively connected to a trade 
or business within the United States. See the instructions for your tax return. 
Box 3. Shows the part of the distribution that is nontaxable because it is a return of your cost (or other basis). You must 
reduce your cost (or other basis) by this amount for figuring gain or loss when you sell your stock. But if you get back all 
your cost (or other basis), report future distributions as capital gains. See Pub. 550. 
Box 4. Shows backup withholding. A payer must backup withhold on certain payments if you did not give your TIN to the 
payer. See Form W-9, Request for Taxpayer Identification Number and Certification, for information on backup 
withholding. Include this amount on your income tax return as tax withheld. 
Box 5. Shows dividends eligible for the 20% qualified business income deduction under section 199A. See the 
Instructions for Form 1040. 
Box 6. Shows your share of expenses of a non-publicly offered RIC, generally a non-publicly offered mutual fund. This 
amount is included in box 1a. 
Box 7. Shows the foreign tax that you may be able to claim as a deduction or a credit on Form 1040. See the Form 1040 
instructions. 
Box 8. This box should be left blank if a RIC reported the foreign tax shown in box 7. 
Box 9 and 10. Shows cash and noncash liquidation distributions. 
Box 11. Shows exempt-interest dividends from a mutual fund or other RIC paid to you during the calendar year. See the 
Instructions for Form 1040 for where to report. This amount may be subject to backup withholding. See Box 4 above. 
Box 12. Shows exempt-interest dividends subject to the alternative minimum tax. This amount is included in box 11. See 
the Instructions for Form 6251. 

Boxes 13–15. State income tax withheld reporting boxes. 
Nominees. If this form includes amounts belonging to another person, you are considered a nominee recipient. You must 
file Form 1099-DIV (with a Form 1096) with the IRS for each of the other owners to show their share of the income, and 
you must furnish a Form 1099-DIV to each. A spouse is not required to file a nominee return to show amounts owned by 
the other spouse. See the 2021 General Instructions for Certain Information Returns. 
Future developments. For the latest information about developments related to Form 1099-DIV and its instructions, such 
as legislation enacted after they were published, go to www.irs.gov/Form1099DIV. 

 

1099-INT INSTRUCTIONS FOR RECIPIENT 

 

The information provided may be different for covered and noncovered securities. For a description of covered securities, 
see the Instructions for Form 8949. For a taxable covered security acquired at a premium, unless you notified the payer in 
writing in accordance with Regulations section 1.6045-1(n)(5) that you did not want to amortize the premium under section 
171, or for a tax-exempt covered security acquired at a premium, your payer generally must report either (1) a net amount 
of interest that reflects the offset of the amount of interest paid to you by the amount of premium amortization allocable to 
the payment(s), or (2) a gross amount for both the interest paid to you and the premium amortization allocable to the 
payment(s). If you did notify your payer that you did not want to amortize the premium on a taxable covered security, then 
your payer will only report the gross amount of interest paid to you. For a noncovered security acquired at a premium, 
your payer is only required to report the gross amount of interest paid to you. 

Recipient's taxpayer identification number (TIN). For your protection, this form may show only the last four digits of 
your TIN (social security number (SSN), individual taxpayer identification number (ITIN), adoption taxpayer identification 
number (ATIN), or employer identification number (EIN)). However, the issuer has reported your complete TIN to the IRS.  

FATCA filing requirement. If the FATCA filing requirement box is checked, the payer is reporting on this Form 1099 to 
satisfy its chapter 4 account reporting requirement. You also may have a filing requirement. See the Instructions for Form 
8938. 

Account number. May show an account or other unique number the payer assigned to distinguish your account. 

Box 1. Shows taxable interest paid to you during the calendar year by the payer. This does not include interest shown in 
box 3. May also show the total amount of the credits from clean renewable energy bonds, new clean renewable energy 
bonds, qualified energy conservation bonds, qualified zone academy bonds, qualified school construction bonds, and 
build America bonds that must be included in your interest income. These amounts were treated as paid to you during 
2021 on the credit allowance dates (March 15, June 15, September 15, and December 15). For more information, see 
Form 8912. See the instructions above for a taxable covered security acquired at a premium. 
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Box 2. Shows interest or principal forfeited because of early withdrawal of time savings. You may deduct this amount to 
figure your adjusted gross income on your income tax return. See the Instructions for Form 1040 to see where to take the 
deduction. 

Box 3. Shows interest on U.S. Savings Bonds, Treasury bills, Treasury bonds, and Treasury notes. This may or may not 
all be taxable. See Pub. 550. This interest is exempt from state and local income taxes. This interest is not included in box 
1. See the instructions above for a taxable covered security acquired at a premium. 

Box 4. Shows backup withholding. Generally, a payer must backup withhold if you did not furnish your taxpayer 
identification number (TIN) or you did not furnish the correct TIN to the payer. See Form W-9. Include this amount on your 
income tax return as tax withheld.  

Box 5. Any amount shown is your share of investment expenses of a single-class REMIC. If you file Form 1040, you may 
deduct these expenses on the “Other expenses” line of Schedule A (Form 1040) subject to the 2% limit. This amount is 
included in box 1. 

Box 6. Shows foreign tax paid. You may be able to claim this tax as a deduction or a credit on your Form 1040. See your 
Form 1040 instructions. 

Box 7. Shows the country or U.S. possession to which the foreign tax was paid. 

Box 8. Shows tax-exempt interest paid to you during the calendar year by the payer. Report this amount on line 8b of 
Form 1040 or Form 1040A. This amount may be subject to backup withholding. See box 4. See the instructions above for 
a tax-exempt covered security acquired at a premium. 

Box 9. Shows tax-exempt interest subject to the alternative minimum tax. This amount is included in box 8. See the 
Instructions for Form 6251. See the instructions above for a tax-exempt covered security acquired at a premium. 

Box 10. For a taxable or tax-exempt covered security, if you made an election under section 1278(b) to include market 
discount in income as it accrues and you notified your payer of the election in writing in accordance with Regulations 
section 1.6045-1(n)(5), shows the market discount that accrued on the debt instrument during the year while held by you, 
unless it was reported on Form 1099-OID. For a taxable or tax-exempt covered security acquired on or after January 1, 
2015, accrued market discount will be calculated on a constant yield basis unless you notified your payer in writing in 
accordance with Regulations section 1.6045-1(n)(5) that you did not want to make a constant yield election for market 
discount under section 1276(b). Report the accrued market discount on your income tax return as directed in the 
instructions for Form 1040 or 1040A. Market discount on a tax-exempt security is includible in taxable income as interest 
income. 

Box 11. For a taxable covered security (other than a U.S. Treasury obligation), shows the amount of premium 
amortization allocable to the interest payment(s), unless you notified the payer in writing in accordance with Regulations 
section 1.6045-1(n)(5) that you did not want to amortize bond premium under section 171. If an amount is reported in this 
box, see the Instructions for Form 1040 (Schedule B) to determine the net amount of interest includible in income on Form 
1040 with respect to the security. If an amount is not reported in this box for a taxable covered security acquired at a 
premium and the payer is reporting premium amortization, the payer has reported a net amount of interest in box 1. If the 
amount in box 11 is greater than the amount of interest paid on the covered security, see Regulations section 1.171-
2(a)(4). 

Box 12. For a U.S. Treasury obligation that is a covered security, shows the amount of premium amortization allocable to 
the interest payment(s), unless you notified the payer in writing in accordance with Regulations section 1.6045-1(n)(5) that 
you did not want to amortize bond premium under section 171. If an amount is reported in this box, see the Instructions for 
Form 1040 (Schedule B) to determine the net amount of interest includible in income on Form 1040 with respect to the 
U.S. Treasury obligation. 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. If the amount in box 12 is greater than the amount of interest paid on the U.S. Treasury obligation, see Regulations 
section 1.171-2(a)(4).  

Box 13. For a tax-exempt covered security, shows the amount of premium amortization allocable to the interest 
payment(s). If an amount is reported in this box, see Pub. 550 to determine the net amount of tax-exempt interest 
reportable on line 8b of Form 1040 or Form 1040A. If an amount is not reported in this box for a tax-exempt covered 
security acquired at a premium, the payer has reported a net amount of interest in box 8 or 9, whichever is applicable. If 
the amount in box 13 is greater than the amount of interest paid on the tax-exempt covered security, the excess is a 
nondeductible loss. See Regulations section 1.171-2(a)(4)(ii). 

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, to you during the calendar year. If blank, no CUSIP number was 
issued for the bond(s). 

Boxes 15–17. State tax withheld reporting boxes.  

Nominees. If this form includes amounts belonging to another person(s), you are considered a nominee recipient. 
Complete a Form 1099-INT for each of the other owners showing the income allocable to each. File Copy A of the form 
with the IRS. Furnish Copy B to each owner. List yourself as the “payer” and the other owner(s) as the “recipient.” File 
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Form(s) 1099-INT with Form 1096 with the Internal Revenue Service Center for your area. On Form 1096 list yourself as 
the “filer.” A spouse is not required to file a nominee return to show amounts owned by the other spouse.  

Future developments. For the latest information about developments related to Form 1099-INT and its instructions, such 
as legislation enacted after they were published, go to www.irs.gov/Form1099INT. 

 

1099-B FORM 

Form 1099-B is broken down into several sections. Depending upon the acquisition date of the underlying security, 
broker-dealers are required to report cost basis to the IRS on the associated form. To aid in the identification of what data 
needs to be provided, Cetera provides a reference of each section of the 1099-B form. Cost Basis reporting is broken 
down into covered and uncovered, short- and long-term, from a reporting perspective. 

 

 

  
 

http://www.irs.gov/Form1099INT
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1099-DIV DETAILS 

Dividend and Distribution details are provided via the 1099-DIV pages of the composite form. Payment types including 
non-qualified and qualified dividends, long-term capital gains, returns of capital, interest payments and taxable interest, to 
name a few, are all included in this section of the form. After each payable type, a summary total of those transactions are 
provided. 
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1099-INT DETAILS 

The amounts indicated on the 1099-INT section of your Composite Statement of 1099 Forms reflect the taxable and 
nontaxable interest reportable for the tax year. 

 Accrued Interest–If you sold a taxable bond between the interest payment dates, you received accrued interest as 
part of the sales proceeds. Accrued interest on sale transactions is reported on Form 1099-INT. Accrued interest that 
you paid in a purchase transaction, however, is NOT deducted from the total interest reported. You may account for 
accrued interest paid when you complete Schedule B (Form 1040). 

 Short-Term Debt Issues–Form 1099-INT reports the Original Issue Discount (OID) on short-term debt issues with a 
maturity date of one year or less from the issue date. U.S. Treasury Bills and Discount Commercial Paper are typical 
examples of short-term OID instruments. The OID is calculated by taking the difference between your purchase price 
and the redemption price. 
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ADDITIONAL REPORTING DETAILS 

As a value-added service, depending on the underlying securities held in the account, additional reporting and reallocation 
requirements may necessitate that an amended 1099 form be generated. As a courtesy, Cetera provides CUSIP specific 
details of said securities. 

 

MASTER LIMITED PARTNERSHIPS (MLP) 

While we display partnership distributions on the Details of 2021 Non-1099 Distributions section as a reference, we do not 
report limited partnership distributions to the IRS. The client will receive a Schedule K-1 (e.g., Form 1065, Partner’s Share of 
Income, Credits, Deductions, etc.) directly from the general partner.  Please note K-1’s have a later reporting 
schedule.  Questions regarding the K-1 form should be directed to the Partnership itself as the broker/dealer does not retain 
information regarding said forms. 
 

INVESTMENT DETAILS 

The Investment Details section provides a detailed transaction history of the account for the reporting year. Included in this 
section are buys, sells and redemption related activity. This allows for easy tracking of assets that were acquired or 
disposed of. 

 
 

 



 P a g e  | 18 

COST BASIS INFORMATION 

A security is subject to the IRS cost basis reporting rules if it is acquired after its regulatory effective date shown in the 
cost basis legislation. Covered securities include a security transferred to an account if the receiving broker-dealer 
receives a transfer statement that indicates the security was a covered security; and a security acquired due to a stock 
dividend, stock split, reorganization, redemption, stock conversion, recapitalization, corporate division, or other similar 
action, if the basis of the acquired security is determined from the basis of a covered security. Cetera provides the cost 
basis of all reportable securities held in an account, provided the basis is available. 
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A vast majority of the traded securities in a portfolio are now considered covered. Below is a list of the various securities 
along with their effective date from an IRS covered perspective. Please keep in mind that it is the customers’ ultimate 
responsibility to report basis to the IRS. 

 

 EFFECTIVE DATE: COVERED SECURITIES: 

PHASE 1 January 1, 2011 Stock in a corporation, including real estate 
investment trusts (REITs), American depository 
receipts (ADRs), some exchange-traded funds 
(ETFs), and exchange-traded notes (ETNs) 
acquired on or after January 1, 2011 

PHASE 2 January 1, 2012 Mutual fund shares acquired on or after January 
1, 2012 

Stock in a corporation purchased through a 
dividend reinvestment plan (DRPs) acquired on 
or after January 1, 2012 

Remaining ETFs acquired on or after January 1, 
2012 

PHASE 3 January 1, 2014 Less complex debt securities such as fixed-rate 
bonds, original issue discount (OID) bonds, and 
zero coupon bonds acquired on or after January 
1, 2014 Options, rights, and warrants acquired 
on or after January 1, 2014 

 

PHASE 4 January 1, 2016 Complex Income Debt Instruments acquired on 
or after January 1, 2016 

 

There are some remaining securities which are considered non-covered from reporting responsibilities, including the 
following: 

 Securities acquired prior to the effective dates listed above 

 Restricted stock granted by an employer 

 Short-term debt instruments 

 Debt instruments with principal subject to acceleration 

 Mortgage-backed securities, such as REMICs and agency pass-throughs (FNMA, GNMA, and FHLMC) 
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GENERAL INFORMATION 
 

TRANSACTIONS NOT REPORTED TO THE IRS 

 

Non-reportable Proceeds and Cost Basis Information: 

 

Fixed Income 

Sales or redemptions of a short-term debt instrument are not required to be reported on Form 1099-B, and therefore Cetera 
does not report them to the IRS.  Short-term debt instruments are obligations issued and matured within one year or less. 

 

Non-Covered Cost Basis 

Non-covered securities have non-covered cost basis which is not reported to the IRS.  A security that was purchased before 
the regulatory effective date of the cost basis legislation does not have its basis reported to the IRS. 

 

Non-reportable Distributions: 

 

Partnership Cash Distributions: 

We do not report partnership distributions to the IRS.  However, we provide you the partnership transaction details in the 
Details of Non-1099 Distributions page of your Consolidated Tax Form for your reference. 

Separately, you should expect to receive a Schedule K-1 from the issuer.  This is the official document for your tax 
preparation.  This document is typically mailed to you around mid-March.   

 

Advisory Fees: 

We do not report advisory fees to the IRS.  Advisory fees may be deductible, but only if you exceed 2% of your adjusted 
gross income (AGI). 

 

Margin Interest Expense: 

We do not report margin interest expense to the IRS. 

 

FEDERAL BACKUP WITHHOLDING 

 

Withholding for U.S. persons or Entities: 

A Form W-9 is required for tax certification purposes.  A lack of a valid Form W-9 will result in federal backup withholding. 

Per IRS regulations, if a completed new account application (or Form W-9) is not submitted within 30 days of an account 
opening, Cetera is required to withhold 24% federal income tax on all of the account’s dividends, interest, and gross 
proceeds.  This is known as federal backup withholding. 

 

Withholding for Non-Resident Aliens (NRA): 

If you are a foreign person, be sure to submit a Form W-8BEN (the non-U.S. version of a Form W-9) along with supporting 
documentation to prevent backup withholding (regular NRA withholding will still apply).  Properly documented NRA accounts 
will receive 1042-S tax forms (the non-U.S. version of the 1099 Form). 

Without a signed Form W-8BEN, Cetera is required to backup withhold at 24% and treat the account as U.S. Person for tax 
purposes.  Tax reporting to the IRS will occur on the Composite 1099 Form.  Per IRS regulations, a separate Form W-8BEN 
is required for each person on the account.  In accounts where there are multiple holders, if any holders are U.S. taxpayers, 
the account will be treated as a U.S. account. 

 

What if federal withholding has been applied? 

If backup withholding occurs, per IRS regulations, Cetera is unable to refund federal backup withholding.  Federal backup 
withholding will be reported via the Composite 1099 Form, and you can claim a refund when filing your annual tax return. 
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STATE BACKUP WITHHOLDING 

State backup withholding for Maine, California, and Vermont will be applied when federal backup withholding is applied.  
Maine, California, and Vermont have their own backup withholding requirements (in addition to the federal backup 
withholding rates) for accounts that incur taxable transactions. 

 

• Maine will withhold at a rate of 5% 

• California will withhold at a rate of 7% 

• Vermont will withhold at a rate of 5.76% 

 

MULTIPLE 1099 TAX FORMS 

You will receive a separate Composite 1099 Form for each account held at Cetera.  Additionally, if you held securities at 
another firm for any part of the tax year, you may receive a tax form for that part of the tax year directly from the other firm.  
Before filing your tax return, make certain you have received all of your tax forms. 

 

AMENDED COMPOSITE TAX FORM 

Cetera is required by the IRS to produce an amended Composite Tax Form if notice of an adjustment is received after the 
original form has been produced.  There is no cutoff or deadline for amended Composite Forms so you could receive one at 
any time of the year.   

Some common reasons a Composite Form could be amended are: 

• Delayed reporting by the issuers 

• Late or updated income reallocation figures from the issuers 

• Corrections to cost basis, including changes to terms of corporate action events 

• Changes made by mutual funds related to foreign withholding, tax-exempt payments that are subject to alternative 
minimum tax and any portion of distributions derived from U.S. Treasury obligations 

 

LIMITED PARTNERSHIP (K-1) 

Your Composite Form does not report distributions paid by limited partnerships.  If you owned units in a limited partnership 
anytime during the year, you should receive a Schedule K-1 directly from the partnership.  K-1’s are normally mailed in mid-
March.  If you do not receive one, please contact the partnership directly. 

K-1 tax information for publicly traded partnerships can be accessed faster while eliminating the need for tax information to 
be mailed.  Visit Tax Package Support to locate applicable investments, create an account by registering an email address, 
and select the option to “Eliminate Paper K-1s.”  Investor tax information will then bypass the U.S. Postal Service and 
instead be delivered securely through the partnership’s website. 

A partnership will notify you via e-mail when your K-1 is available.  Once the K-1 is accessed online, you can save the 
electronic version to your personal computer or print a copy.  Shareholders can also contact a partnership’s tax help line for 
further assistance to request a copy of the K-1. 

 

ROYALTY TRUST PACKETS 

The mailing deadline for Royalty Trust Tax booklets is March 15.  This informational tax booklet is processed and mailed 
directly by the issuer; Cetera does not control the mail date. 

 

FORM 2439 

Some regulated investment companies (RICs) elect to retain and pay taxes on certain net capital gains.  The mailing date for 
Form 2439 is March 31. 

Normally, mutual funds distribute all capital gains to the fund’s shareholders each year.  These distributions are reported on 
Form 1099-DIV.  However, in some cases, a fund may choose not to distribute its long-term capital gains and pay a tax on 
them.  When this happens, a Form 2439: Notice to Shareholders of Undistributed Long-Term Capital Gains will be issued to 
the shareholder.  While the shareholders do not receive the capital gains in the form of a direct payment, they must still be 
reported as long-term gains on their Form 1040, Schedule D. 
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Since the fund company has already paid the tax on these gains, the shareholders can claim a credit on their tax return.  In 
addition, a basis adjustment to increase the shareholder’s cost basis will be made by Cetera on any unrealized tax lots of the 
mutual fund.  This adjustment will be the difference between the amount of the capital gains reported in Box 1a of the Form 
2439 and the amount of tax paid reflected in Box 2 of the Form 2439. 

 

REAL ESTATE MORTGAGE INVESTMENT CONDUIT 

REMICs are a special class of collateralized debt obligations (CDOs).  Income derived from REMICs must be reported using 
the accrual method of accounting; therefore, if you receive a Composite Statement before March 15, and owned any of the 
following securities in the previous tax year, you may receive an amended Composite Statement in March: 

• Real estate mortgage investment conduits (REMICs) 

• Collateralized mortgage obligations (CMOs) 

• Collateralized debt obligations (CDOs) 

• Widely held fixed investment trusts (WHFITs) 

• Widely held mortgage trusts (WHMTs) 

 

WIDELY HELD FIXED INVESTMENT TRUSTS & WIDELY HELD 
MORTGAGE TRUSTS 

A WHFIT is defined as a grantor trust, which acts as a pass-through vehicle.  The beneficial owner owns an undivided 
interest in the underlying assets.  The affected market segments include UITs structured as grantor trusts, royalty trusts and 
commodity trusts. 

WHMTs are defined as WHFITs, the assets of which are mortgages, amounts received on mortgages and reasonably 
required reserve funds, as measured by value.  Cetera is required to report all items of gross income and proceeds from 
WHFITs and WHMTs on Form 1099-B.  Items of income required to be reported include non-pro-rata partial principal 
payments, trust sales proceeds, redemption asset proceeds and sales of trust assets on a secondary market.  The reporting 
deadline is March 15 for these investments. 

 

PRINCIPAL PAYMENTS 

Under WHFIT regulations, all non-pro-rata partial principal payments must be reported on Form 1099-B.  To meet this 
requirement and demonstrate reporting consistency, Cetera reports principal payments for all investments on Form 1099-B. 

 

EVENTS THAT CAN IMPACT COST BASIS 

Certain events could potentially impact your cost basis and tax reporting for securities that were sold during the past year.   

• Corporate Actions: Events such as stock splits, mergers, spinoffs and other reorganizations can result in 
modifications to cost basis and gain/loss reporting. 

• Accretion and Amortization: In accordance with recent regulations, cost basis of fixed income securities may be 
adjusted for accretion (discount/OID bonds) or amortization (premium bonds). 

• Income Elections for Bonds: Cost basis can be affected depending on the client’s elections for fixed income.  
Adjusted cost basis will be treated differently for premium and discount bonds in relation to the default and optional 
elections made. 

• Income reallocation: Certain distributions and subsequent reallocations may require an adjustment to cost basis. 

• Cost basis Accounting Method (CBAM) elections: CBAM elections such as first-in-first-out (FIFO) and last-in-
last-out (LIFO) can impact cost basis on realized tax lots. 

• Gifting/Inheritance: Securities gifted or inherited are subject to IRS guidelines for cost basis and holding period 
adjustments. 

• Wash sales: Wash sales may result in disallowed losses as well as cost basis and date adjustments to replacement 
tax lots. 

 

MISSING COST BASIS ON FORM 1099-B 

If cost basis is missing on the non-covered section(s) of Form 1099-B, this information is not furnished to the IRS.  If basis is 
later determined, the covered/non-covered status of the security needs to be considered, as an amended form may not be 
required. 
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For more information, please contact: 
 

Cetera® Investment Services LLC 
Member FINRA/SIPC 
400 First Street South, Suite 300 
St. Cloud, MN 56301 
800.245.0467 
ceterainvestmentservices.com 

 

 

 

Individuals affiliated with Cetera firms are either Registered Representatives who offer only brokerage services and receive 
transaction-based compensation (commissions), Investment Adviser Representatives who offer only investment advisory 
services and receive fees based on assets, or both Registered Representatives and Investment Adviser Representatives, 
who can offer both types of services. 

 

For a comprehensive review of your personal situation, always consult with a tax or legal advisor. Neither Cetera Investment 
Services LLC nor any of its representatives may give legal or tax advice. 
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