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Importance of accurate records

IRS finds many taxpayers do not properly report 
their capital gains and losses

 In past GAO reports to Congress, GAO found that 38% of 
taxpayers misreported capital gains and losses:

– 2/3rds under reported gains

– 1/3 over reported gains

 Main reasons for errors:

– lack of accurate record keeping

– due to miscalculation of adjusted cost basis



What determines a security’s cost basis?

Common determinants of cost basis:

 Amount paid of each purchase of the security

 Any dividends reinvested into the security

 Any non-taxable distributions (i.e., return of 
capital)

 Stock splits, spin-offs or mergers

 Any sales 

 Any transfers

 As the result of inheritance



Cost basis example

 What would the cost basis be of a security 
with the following history –
– purchased on several different occasions

– dividends reinvested

– later split its stock

– sold part of the stock position

– And finally part of the security gifted to a charity?



Transaction history…



Security Cost Basis ….



What determines a security’s holding period?

 When a security is sold, the taxpayer must 
identify the holding period for the property.

 Holding period is the amount of time that the 
security was owned by the investor, beginning on 
the day after the property was acquired and 
including the day the property was disposed of 
by the taxpayer.

 Holding periods of one year or less are 
considered short-term.

 Holding periods of more than one year are 
considered long-term.



What determines a security’s holding period?

Why is knowing the holding period so important to 
investors?

 Capital gains tax rates are lower for long-term gains 
than they are for short-term gains:  

– The current Federal LTCG rate is usually 15%.

– STCG are taxed at regular income - Federal income tax rates 
(vary between 10% to 35%).

 The goal is to defer the capital gain tax as long as 
possible, so the money can continue to grow.



What is meant by lot-by-lot accounting and why does 
this type of record keeping matter?

 One of the many benefits of an accurate and up-to-date 
record keeping system is the ability to access the raw data 
in a useable format. 

 This is particularly important when considering the tax 
consequences of your investment decisions.

 Investment Account Manager helps by providing:

– Lot-by-lot assignment when making partial sales -
 FIFO (First In, First Out); Specific ID;

 Minimum or Maximum gain

 Average Cost Methods for mutual funds – both single and 
double category methods



Making effective tax decisions with Investment Account 
Manager

 Definitions:
– Lot-by-lot accounting: One of the more 

useful features provided by Investment 
Account Manager is the ability to track each 
purchase record (i.e., specific transaction lot) 
separately.  Each lot’s purchase date, 
quantity, cost, etc. are all tracked as individual 
records in IAM.  This provides you with a very 
useful tax advantage when applying sales. 



Example of lot-by-lot accounting...

Lot by lot accounting



Sale application methods provided by Investment 
Account Manager...

 Lot-by-lot accounting enables you to consider the tax 
consequences of selling partial positions.

 As mentioned previously, Investment Account Manager 
helps you tax-plan by lot assignments... 

 FIFO (First In, First Out); Specific ID;

Minimum or Maximum gain

Average Cost Methods for mutual funds – both 
single and double category methods

– Let’s take a look at these methods...



Select from several sales methods to minimize or 
maximize realized gains … 

Multiple 
lots 
listed for 
easy 
review 
and sale 
method.  
Lots can 
be 
sorted 
by 
holding 
period 
and/or 
unit cost.



Tax Planning Reports

 Income Received: The Income Received Report 
tracks the investment income and capital gain 
distributions received by securities in your portfolio.  
Users can customize the information listed on this for 
reporting period, portfolios to include, asset types to 
include, and filtering activity by portfolio or individual 
asset.  The report segregates securities according to 
type, and provides totals based on the range 
selected for the report.   



Ideal for tax filing! 
All the information you 
(or your CPA) needs. 



Tax Planning Reports

 Sold Securities:  The Sold Securities Report 
compiles important information regarding the sales 
of securities for a given portfolio. Users can 
customize the information listed on this report for 
reporting period, portfolios to include, asset types to 
include, and filtering activity by portfolio or individual 
asset.  Sales activity is separated based on Short 
Term Activity or Long Term Activity.



Ideal for tax filing! 
All the information you 
(or your CPA) needs. 



Putting it all together for more effective tax decisions

Organized accurate record keeping: 
 allows you to effectively manage the tax 

implications of your investment decisions in both 
taxable and non-taxable accounts;

 with lot-by-lot purchase detail, investors can not 
take advantage of several IRS approved 
methods to reduce capital gain taxes. 

 optimize gift and estate planning strategies.

 weeding and feeding your investment portfolio for 
long term successful results!
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