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My mutual fund company, stocks and financial advisor sent me a 1099. What is it and how can I learn to read it ? Also, often times I get a supplemental or corrected 1099.  How come ?

Let’s answer the second question first. The IRS requires that 1099 statements be mailed by January 31 of each year to reflect the history of the prior year. However, sometimes  certain types of investments, such as REIT’s, UIT’s, and Corporations do not report their information until a few months further along into the year. At such point in time a “corrected” or supplemental 1099 is mailed to you. The information on the supplemental is important for completing your tax return accurately. So, it is better to wait to receive your complete 1099 before you file the tax otherwise you may have to file an amended tax return.

The 1099 has many parts to it. Let's touch upon the most common.

1099 DIV- this shows your entire dividend earned in 2005. Line 1A shows total ordinary dividends. Lines 1b, qualified dividends, are taxed at the lower rate of 15% verses your regular income tax rate which may be more than 2 times as much. Line 4 shows federal taxes withheld. Other boxes that have amounts may affect your tax return, too. This information is furnished to the IRS

1099 INT total interest earned. You may receive this form from a bank where you have an interest bearing account. Box 1- interest income not from US Savings bonds or treasury obligations, for example, from a bank account or a bond. (These are in box 3).  

1099 B- Proceeds from Broker and Barter Transactions. This is where the stocks, bonds and mutual funds report your purchases and sales. Even if you did not invest new money you may still have purchases from dividends that are reinvested. This information is furnished to the IRS. The detail of stock transactions will be required to calculate your capital gain/losses on schedule “D” of your 1040 tax form.

1099-Misc- Miscellaneous Income- this form reports income for “independent contractors”. This covers many situations where you are paid but not an employee. Sometimes consultants and part time teachers receive a 1099 in lieu of a W-2. A W-2 is given to an employee by the employer. The biggest difference between a W-2 and a 1099 is that a W-2 allows one to have taxes deducted by their employer, whereas one who  issues a 1099 is responsible for paying their own taxes, Federal and State. The IRS is furnished a copy of 1099 forms.

One other note to know: The fee that is paid to a tax professional and an investment advisor may be tax deductible. Check with your accountant.  

Email your questions about investment and/or financial planning to brian.orol@raymondjames.com. 

