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Important:

For employee stock options exercised in 2016, Merrill Lynch is typically
capturing only the grant price as cost basis. Consequentially, there may be
instances where capital gains are overstated on your Form 1099-B, which
may require you or your tax advisor to update.

Please note: Tax consequences described in the booklet are based on federal tax law in effect at the time this document
was prepared. Neither Merrill Lynch nor any of its affiliates or financial advisors provide legal, tax or accounting advice.
You should consult your legal and/or tax advisors before making any financial decisions. We recommend bringing this
booklet, along with copies of your confirmations and statements (which can be obtained at www.benefits.ml.com), to
your accountant or tax preparer.

All examples presented are hypothetical and do not reflect actual clients. They are for illustrative purposes only and

results will vary.

Merrill Lynch Wealth Management make available products and services offered by Merrill Lynch, Pierce, Fenner & Smith Incorporated, a registered broker-
dealer and Member SIPC, and other subsidiaries of Bank of America Corporation (“BofA Corp.”).

Banking products are provided by Bank of America, N.A., Member FDIC and a wholly owned subsidiary of BofA Corp.

Investment products:
Are Not FDIC Insured | Are Not Bank Guaranteed May Lose Value

Please see last page for important disclosure information.




Explanation of Grant Types

Merrill Lynch’s service for stock-based compensation plans supports several types of grants, each with
varying features and tax implications. To assist you when reading this guide, we have explained the grant
types below. Refer to your plan document and/or grant information provided by your company to determine
the grant types that pertain to you.

e Nonqualified (Non-Statutory) Stock Options give you the right to purchase company stock at a specific
option price over a stated term. Upon exercise, U.S. participants will recognize ordinary income (W-2) equal
to the difference between the fair market value of the company’s stock on the date of exercise and the
option price. This income is subject to immediate wage tax withholding at the time of exercise, with any
subsequent realized appreciation in value above your cost basis treated as a capital gain. In non-U.S.
locations, tax implications may vary; consult your employer or tax advisor.

e Incentive Stock Options (1SO) give you the right to purchase company stock at a specific exercise price
over a stated option term. An ISO entitles you to favorable tax treatment if the acquired shares are held for
at least one year from the date of exercise and two years from the date of grant.

e Stock Appreciation Rights (SAR) give you the right to benefit from the performance of your company
stock without the full rights associated with shareholder status unless you exercise your SAR and receive
the underlying shares. Upon exercising a SAR, any realized appreciation is paid in cash and/or shares and is
based on the increase in value per share between the grant date and the exercise date. The realized
appreciation is taxed as ordinary income (W-2) and is subject to tax withholding on the exercise date.

¢ Restricted Stock means shares of your company’s stock are awarded to you without cost or at a price
determined by your company. The shares, when issued, are subject to certain restrictions and typically vest
in increments over a period of several years. Dividends or dividend equivalent units may be paid, and you
may have voting rights during the restricted period. Generally, when the restrictions on the restricted stock
lapse (vest/vesting), you will recognize ordinary income (W-2) equal to the fair market value of your
company’s stock on the date of restriction lapse less any amount you may have paid for the stock.

e Restricted Stock Units give you the right to receive a future delivery of shares subject to vesting. The
units are subject to certain restrictions and typically vest over a period of time. A restricted stock unit
offers no ownership rights until vesting, but may provide for dividend equivalent units. Generally, when the
restrictions on the restricted stock units lapse, you will recognize ordinary income (W-2) equal to the fair
market value of your company’s stock and such income will be subject to tax withholding. In some
instances, your employer may cash settle your Restricted Stock Unit award.

e Performance Shares represent an award that is earned based on the attainment of your company’s pre-
defined performance goals over a given performance period. Each performance share has the value of one
share of common stock in the company. Performance shares are subject to forfeiture if the conditions for
achievement or vesting are not met. In addition, performance shares may not be sold, pledged, transferred
or assigned during the performance period. Generally, when the restrictions on the performance shares
lapse, you will recognize ordinary income (W-2) equal to the fair market value of your company’s stock on
the date of restriction lapse, less any amount you may have paid for the stock. Tax withholding also applies.

e Performance Units represent an award that is earned based on the attainment of your company’s pre-
defined performance goals over a given performance period. Each Performance Unit has a stated dollar
value equivalent to one share of Common Stock in the company. Performance Units are subject to
forfeiture if the conditions for achievement or vesting are not met. In addition, Performance Units may not
be sold, pledged, transferred or assigned during the performance period. Generally, when the restrictions on
the performance units lapse, you will recognize ordinary income (W-2) equal to the fair market value of your
company’s stock on the date of restriction lapse, less any amount you may have paid for the stock. Tax
withholding also will apply.



Cost Basis Reporting

On April 18, 2013, the Internal Revenue Service and the U.S. Treasury Department issued final regulations
regarding Basis Reporting by Securities Brokers and Basis Determination for Debt Instruments and Options.
Under the Regulations, for shares acquired from the exercise of employee stock options granted on or after
January 1, 2014, when reporting the cost basis of sold share, securities brokers will no longer be able to
increase the cost basis of shares acquired from the exercise to account for the compensation (W-2)
component recognized as taxable income by the employee. This Regulation does not affect your cost basis
that is reported on your personal tax return. It only impacts what brokers are permitted to report on a Form
1099-B.

Summary

e To comply with the regulations, Merrill Lynch is providing the grant price as cost basis for all shares
acquired on or after January 1, 2014 from Incentive Stock Options (ISOs) and Non-Qualified Stock Options
(NQs) regardless of exercise method and grant date. Prior to January 1, 2014 Merrill Lynch provided the
Fair Market Value (FMV) in most instances.

e Merrill Lynch is continuing to report the full cost basis for shares acquired from the exercise of Stock
Appreciation Rights, as well as for shares acquired from Restricted Stock/Units and Performance
Share/Units vesting events.

e Merrill Lynch has adjusted its reporting systems for shares acquired from employee stock options exercised
on or after January 1, 2074. You will see the lower cost basis reporting on the holdings page of Benefits
OnLine® as well as on the MyMerrill realized gain and loss screens. The lower basis will also be displayed on
your 2016 participant statements and 2016 Form 1099-B.

e In some cases this may also impact wash sale calculations in your account. If you acquire shares through
the exercise of employee stock options in 2016, you may need to manually calculate wash sales.

e If you exercise an Incentive Stock Option or Non-Qualified Stock Option in 2016, only the grant price will be
reported for cost basis. As a result, you may not be able to rely on the basis information in your 2016 Form
1099-B, and will instead need to refer to your exercise confirms available on Benefits OnLine®.



Non-Qualified Employee Stock Option Example

The following examples illustrate how the new requirement has changed the gain or loss reflected on your
Form 1099-B. In each example, assume an exercise and sell of a non-qualified employee stock option for 100
shares with a grant price of $10, the market price at the time of sale is $15, and commissions and fees of
$50. There is ordinary income (W-2) equal to the difference between the market price and the grant price
multiplied by the option quantity. In this case, $15-$10=55 gain per share x 100 shares = $500 ordinary
income, which is, included as income on the W-2 issued by the employer.

For a 2013 tax year transaction, Merrill Lynch typically increased the cost basis to account for the W-2
income. Therefore, cost basis would be reported as 100 shares x $15 = $1,500, and the sale amount is post
commission, so the sale amount would be $1,500-$50=51,450. The capital gain/loss is the sale amount
minus the cost basis ($1,450-$1,500=($50)). In this case, based on your Form 1099-B, there would be a short
term capital loss in the amount of the commission and fees of $50.

For employee stock options exercised on or after January 1, 2014, Merrill Lynch typically will use the grant
price of $10 for the cost basis and will not increase the basis to account for the ordinary income (W-2)
component. In this case, the reported cost basis on the Form 1099-B is the grant price multiplied by the
share quantity (510 x 100 shares = $1,000). The sale amount is post commission so the sale amount would
be $1,500-5$50=51,450. The capital gain/loss is the sale amount minus the cost basis. ($1,450-$1,000=5450).
In this case, based on your Form 1099-B, there is a short term capital gain of $450.

Due to the IRS rule change, for options exercised on or after January 1, 2014, it is your responsibility to
reduce the capital gain by the ordinary income amount when preparing your tax return. In the 2014-2016
example, you would need to adjust the capital gain amount of $450 on IRS Form 8949 by the $500 that is
included in W-2 income, and would report a $50 short term capital loss on your Form 1040, schedule D
instead of a $450 capital gain.

Example Sale Ordinary Cost Basis = Commissions Capital Capital
Amount (W-2) Reported on and fees Gain/(Loss) Gain/(Loss)

Post Income 1099-B Actual on Statement
Commission

100 x = c D E F . S_G
$10 _
AUl $1000 $1450 $500 $1500 $50 ($50) ($50)
Reporting
2014-2016
1000
Reporting $1000 $1450 $500 $ $50 ($50) $450

As the loss in this example is not reported on the statement, any potential wash sale will not be reported on
the statement.



Impacted Awards

The awards in highlighted in red are the awards that Merrill Lynch adjusted their reporting for tax year 2014,
2015 & 2016 as compared to prior years.

2014-2016 Method 2013 & Prior Method

Used to Report Cost  Used to Report Cost et ition LD
Basis Basis Date Non-Covered
ISO Exercise and Sell Grant Price FMV Trade Date Covered
ISO Sell to Cover Grant Price FMV Trade Date Covered
ISO Cash Purchase Grant Price Grant Price Trade Date Covered
NQ Exercise and Sell Grant Price FMV Trade Date Covered
NQ Sell to Cover Grant Price FMV Trade Date Covered
NQ Cash Purchase Grant Price FMV Trade Date Covered
SAR Stock Settled FMV FMV Trade Date Non-Covered
SAR Cash Settled FMV FMV Trade Date Non-Covered
Restricted Stock Unit FMV FMV Vest Date Non-Covered
Restricted Share FMV FMV Vest Date Non-Covered
2:::::;:::5;?;1"3 (RE) FMV on RE Date FMV RE Date Non-Covered
Restricted Cash Unit FMV FMV Vest Date Non-Covered
Restricted 83b Grant Date FMV Grant Date FMV Grant Date Non-Covered
Performance Stock Unit FMV FMV Vest Date Non-Covered
Performance Share FMV FMV Vest Date Non-Covered
Performance Share RE FMV on RE Date FMV RE Date Non-Covered
Performance Cash Unit FMV FMV Vest Date Non-Covered




Merrill Lynch Tracks Cost Basis for Securities Acquired for Cash

The Energy Improvement and Extension Act of 2008 (the “Act”) requires all brokers to report adjusted basis
(aka “cost basis” and “tax lot detail”) for “covered securities” on IRS Form 1099-B and to indicate whether the
holding periods of those covered securities disposed of were short or long-term for capital gains tax
purposes. These new requirements specifically apply to holdings that have been designated by applicable tax
law as “covered securities” and began to phase in over a three-year period beginning on January 1, 2011.

To comply with the Act, Merrill Lynch provides exercise and sale-related cost basis information on your 1099
tax reporting statement and quarterly brokerage statements. You can view cost basis information on the
holdings page of Benefits OnLine® as well as other brokerage related detail screens. The “Holdings” page will
provide the cost basis and other information related to taxes on awards.

This information includes:
e Acquisition date
e The quantity and unit cost for each holding
e The cost basis and current market value for each holding
e The source of each holding

In addition, your 1099 Tax Reporting Statement will show exercise and sale-related cost basis information for
certain transactions completed after cost basis tracking has been implemented.
The statement includes:

e The sale price for transactions
e The cost basis and gain or loss for each transaction
e Federal backup withholding taxes (if applicable), deductible expenses (such as commissions), and more

Cost basis tracking is required for securities acquired for cash on or after January 1, 2011. This includes:
e Cashless sale: Shares acquired from an exercise of an employee stock option
e Cash purchase: Shares acquired from a cash exercise of an employee stock option
e Cashless hold: Shares acquired from a cashless hold of an employee stock option

Cost basis tracking is not required for securities where you do not pay cash to acquire the security. This
includes:

e Restricted stock lapse: Shares acquired from restricted stock vesting events

e Restricted unit lapse: Shares acquired from restricted stock unit vesting events

e Performance lapse:  Shares acquired from performance share or unit vesting events
e SAR: Shares acquired from a Stock Appreciation Right exercise (SAR)

e Stock swaps: When a stock option is exercised using the stock swap exercise method, long shares
are used to cover the exercise price, or in some cases long shares are used to cover both the exercise
price and taxes. In this case, Merrill Lynch is not required to track cost basis for shares acquired
because the shares are not acquired for cash when the long shares are used to pay the exercise price.
Merrill Lynch Reports the grant price for net shares from a nonqualified option swap, and $O for net
shares from an incentive stock option swap.

Note: If you use a small amount of cash to cover fractional amounts or rounding to cover the total
exercise cost due, the entire transaction should be considered covered and cost basis tracking by your
broker is required.



Wash Sales

e A wash sale occurs when you sell or otherwise dispose of stock or securities at a loss and within 30
days either before or after the sale (61 day period) you:

o Buy substantially identical stock or securities;

o Acquire substantially identical stock or securities in a fully taxable trade;

o Acquire a contract or option to buy substantially identical stock or securities; or
O

Acquire substantially identical stock or securities for your traditional individual retirement
account (IRA) or Roth IRA.

If you sell stock at a loss and your spouse or a corporation you control buys substantially identical stock, you
also have a wash sale.

If your loss was disallowed because of the wash sale rules, add the disallowed loss to the cost basis of the
newly acquired stock or securities (unless it is an IRA or Roth IRA purchase). The result is your cost basis in
the new stock or securities. Your holding period for the new stock or securities includes the holding period of
the stock or securities sold at a loss.

See IRS publication 550 for additional details regarding wash sales.

Under the cost basis regulations effective 1/1/2011, Merrill Lynch will only track and report to the IRS certain
wash sales.

Merrill Lynch will only track and report wash sales if the purchase and sale occur in the same account and are
of identical (not substantially identical) stock or securities. If you have more than one Merrill Lynch account,
you are responsible for tracking and reporting any wash sales that occur with purchases in one account and
sales in another. You are also responsible for tracking and reporting wash sales to the extent you have
purchases and sales at multiple broker dealers.

Equity Award Transactions can Trigger Wash Sales

The exercise of an Employee Stock Option and the vesting of Restricted Shares are acquisitions of securities
and may trigger wash sale rules. See the second Wash Sale example on Page 59 of IRS Publication 550 for an
example of a security acquisition that can trigger a wash sale. www.irs.gov/pub/irs-pdf/p550.pdf

Wash Sale Tracking Required Under Cost Basis Reporting Regulations

Under the Cost Basis Reporting Regulations effective 1/1/2011, a broker or custodian must report cost basis
and consider certain wash sales when reporting the sale to the IRS and taxpayers. The regulations strictly
concern themselves with how a broker or custodian must report wash sales of “covered” securities to the IRS
and taxpayers, but did not change how the taxpayer must define and report a wash sale on their tax return.


http://www.irs.gov/pub/irs-pdf/p550.pdf

Equity Award Transactions: Tax-Reportable Events - Example #1:

Exercise of nonqualified stock options/ISOs and SARs or vesting of restricted stock, restricted
stock units, performance shares or performance units

e The first taxable event is:
(i) the income you recognize from the exercise of your nonqualified stock options or SARs,
(i) a disqualifying disposition resulting from an ISO exercise*,
(iii) the vesting of restricted stock or restricted stock units or
(iv) the vesting of performance shares or performance units.

e This income is taxable to you as compensation from your employer (i.e., ordinary income):
(i) in the year you exercise for nonqualified stock options and SARs;
(ii) in the year of disposition for a disqualifying disposition of an ISO; or
(iii) in the year of vesting for restricted stock, restricted stock units, performance shares or units.

e If you exercised your stock options or SARs at the end of 2016, please contact your employer for the year
in which you will have to recognize taxable income.

e The amount of ordinary income recognized from each nonqualified stock option or SAR exercise is equal
to the difference between the option exercise price of the option or SAR and the fair market value of your
company stock on the date of exercise, multiplied by the number of options or SARs exercised.

e The amount of ordinary income recognized from a disqualifying disposition in connection with the
exercise of an ISO is equal to the lesser of (i) the difference between the option price of the ISO and the
fair market value of your company’s stock on the date of exercise, multiplied by the number of options
exercised or (ii) the difference between the option price of the ISO and the sale price of the shares
acquired upon exercise, multiplied by the number of shares sold.*

e The amount of ordinary income recognized from the vesting of your restricted stock, restricted stock
units, performance shares or performance units is equal to the FMV of the stock at vesting, less any
amount you have paid for the stock. Any dividends or dividend equivalent units paid prior to vesting are
taxed as additional compensation and are subject to withholding in the year paid. If you received
restricted stock and timely and properly made a section 83(b) election, you will recognize ordinary income
equal to the excess of the fair market value of the stock over any amount paid for the shares. A
subsequent sale of the shares will result in capital gain or loss.

e The income you received from all of your nonqualified stock option or SAR exercises, vesting of restricted
stock, restricted stock units, performance shares or units, or a disqualifying disposition resulting from an
ISO exercise completed in the tax year is reported as part of your total compensation on the Form W-2
you received from your employer.

e Your Form W-2 also reflects any taxes withheld from your nonqualified stock option exercises, SAR
exercises, restricted stock units, performance shares or units, or any disqualifying dispositions resulting
from an ISO exercise, including applicable federal, state and local income and employment taxes.

e To verify the amount of taxable compensation and taxes withheld in connection with your stock option
exercise or vesting of restricted stock, restricted stock units, performance shares or units, you can refer
to the Merrill Lynch transaction confirmation or the recordkeeping statement as of December 31, 2016,
which is available on Benefits OnLine® at www.benefits.ml.com.

* Note: If you sold all or a portion of the shares received upon the exercise of an incentive stock option (ISO) prior to the expiration of the requisite
holding period (one year from the date of exercise and two years from the grant date), you have a “disqualifying disposition.” As a result, you may have
to recognize ordinary income and possibly capital gains. If you hold 1SO shares until after the expiration of the requisite holding period, the sale of
these shares will result in a capital gain/loss.



Equity Award Transactions: Tax-Reportable Events - Example #2:
Stock sale

e If you sold all or a portion of your shares at the time of exercise or vesting, then this sale may result in a
capital gain or loss.

e If you exercised an incentive stock option (ISO), the tax implications may vary depending on whether you
met the required holding period for the shares you acquired through the exercise. If you met the holding
period of more than one year from the exercise date and two years from the grant date, the difference
between the option price and the sale price will be taxed as long-term capital gain. However, if you sold
all or a portion of shares acquired through an ISO exercise prior to the expiration of the holding period,
such sale is a “disqualifying disposition”. As a result, you likely will recognize ordinary income and also
recognize capital gain. At the time the option is exercised, the excess value of the shares over the option
price may also give rise to an alternative minimum tax liability.

e For nonqualified stock options, because your cost basis in the stock (i.e., fair market value at time of
exercise) may be different from your sale price, you may incur a capital gain or loss. If your cost basis is
greater than your sale price, you will have a capital loss when you sell the stock. If your cost basis is less
than your sale price, you will have a capital gain.

e For restricted stock, restricted stock units, performance shares or performance units, if you subsequently
sell the shares received upon vesting or payout, then your cost basis in the stock (i.e., fair market value at
time of vesting) may be different from your sale price. If your cost basis is greater than your sale price,
you will have a capital loss when you sell the acquired shares. If your cost basis is less than your sale
price, you will have a capital gain when you sell the acquired shares.

e If you elect to sell a portion of your awarded shares to cover your tax obligations due upon
exercise/vesting, the fair market value on the exercise/vest date is used to compute taxable
compensation due on the award and an appropriate amount of shares is sold at the current market price
to cover this tax liability. Because your cost basis in the stock (i.e., fair market value) may be different
from your sale price, you may incur a capital gain or loss. If your cost basis is greater than your sale price,
you will have a capital loss. If your cost basis is less than your sale price, you will have a capital gain.

e Merrill Lynch is required to report your sales proceeds from stock transactions on a Form 1099-B which
will be provided to you and the IRS. Even if the sale results in neither a capital gain nor a loss, you must
file Form 8949, which you attach to Schedule D of your Form 1040, and you must include the proceeds
from the sale of the shares as recorded in your Tax Reporting Statement.

e To assist you in reporting your stock sale and calculating whether that sale resulted in a capital gain or
loss, please refer to the worksheet provided on page 15 of this booklet.



Your Tax Reporting Statement

Your Tax Reporting Statement (Form 1099) provides a summary of 2016 activities in your account that are
subject to tax reporting. It is a detailed, chronological breakdown by security of reportable transactions
grouped under different categories: dividends and distributions, and gross proceeds from sales of securities.

In some cases, your Form 1099-B reflects only gross proceeds—that is, the gross dollars received in your
account from the sale of securities. If you held stock or other securities in your account, you may also have
received reportable dividends.

This statement contains the tax information Merrill Lynch is required to report to the IRS regarding your
account activity. As such, it is the basis for determining the information you must report on your Form 1040.

Your Form 1099-B

Form 1099-B facilitates cost basis reporting. The fields on the 1099-B report a security’s:

Date of acquisition

Date of sale

Cost or other basis

Amount of loss disallowed due to a wash sale
Whether the property sold is a noncovered security

Whether the gain or loss is short-term or long-term

Incentive stock options reported on IRS Form 3921

If you exercised and acquired shares from an incentive stock option (ISO) during 2016, you will
receive an IRS Form 3921 from your employer. Providing the form is an Internal Revenue Service (IRS)
requirement. The form will contain information to identify you and the corporation that granted the
option as well as: The date the award was granted;

- The exercise price per share;

- The date you exercised the option;

- The Fair Market Value (FMV) on the date you exercised the option; and
- The number of shares you received from the exercise.

The form is provided for informational purposes. If you sold shares acquired from the ISO exercise

during 2016 either at the time of exercise to cover option costs and taxes or post-exercise, you will
have a taxable event. The form can be used in conjunction with your Recordkeeping Statement and
Exercise Confirmation to determine your tax liability.
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How to report capital gain or loss

Once you have calculated your capital gain or loss using the Merrill Lynch worksheet, you must report the
stock sale information on Form 8949, which you attach to Schedule D of your federal income tax return (Form
1040).

Form 8949 and Schedule D for 2016 Tax Year

You should generally complete Form 8949 before completing Schedule D. A sample Form 8949 can be found
later in this booklet. Schedule D acts as a summary of all capital gain and loss transactions. You will list your
individual sale transactions on Form 8949.

If the gain or loss is short-term, you include this gain or loss on Part | of Form 8949. If the gain or loss is
long-term, you report the gain or loss on Part Il of Form 8949. You may need to attach multiple copies of
Form 8949 to your Schedule D to reflect different transaction types during the 2016 tax year. A separate
Form 8949 is required for:

(A) gains and losses for which you have the basis reported on the Form 1099-B you received,
(B) gains and losses for which you do not have the basis reported on Form 1099-B, and
(C) gains and losses for which you did not receive a Form 1099-B.

You will indicate which category the gains and losses fall under by checking either box A, B, or C on the Form.

In instances where you do not need to make any adjustments to the basis or type of gain or loss (short-term or
long-term) reported on Form 1099-B, or to your gain or loss, you may aggregate the total and report directly on
Schedule D, line 1a; without completing Form 8949.

11



Completing your Form 8949

In the event you have long or short-term capital gain/loss when you sell or otherwise dispose of your shares
you generally would report this gain or loss on IRS form 8949, which was a new form beginning in 2012. A
sample of the form is shown below. If the gain or loss is short-term, you include this gain or loss on Part | of
the form shown below. If the gain or loss is long-term, you report the gain or loss on Part Il of the form. You
may need to attach multiple copies of this form if some of your gains and losses have the basis reported on
the Form 1099-B you received, and other gains and losses do not have the basis reported on Form 1099-B, or
you did not receive a Form 1099-B for these gains and losses.

. ps . OMB No. 1545-0074
. 3949 Sales and Other Dispositions of Capital Assets oy
|
» Information about Form 8949 and its separate instructions is at www.irs.gov/form8349, é ) 1 6
Departmant of the Treasury Aftachment
Intarnal Revenue Sarvice - File with your Schedule D to list your transactions for lines 1b, 2, 3, 8b, 9, and 10 of Schedule D. Sequence No. 12A
Name(s) shown on return ) Social security number or taxpayer identification number

Before you check Box A, B, or C below, see whether you received any Form(s) 1099-8 or substifute statementis) from your broker. A subsfitute
statement will have the same information as Form 1098-8. Either will show whether your basis (usually your cost) was reported to the IRS by your
broker and may even tell you which box to check.

m Short-Term. Transactions involving capital assets you held 1 year or less are short term. For long-term
transactions, see page 2.
Note: You may aggregate all short-term transactions reported on Form(s) 1099-BE showing basis was
reported to the IRS and for which no adjustments or codes are required. Enter the totals directly on
Schedule D, line 1a; you aren't required to report these transactions on Form 8949 (see instructions).
You must check Box A, B, or C below. Check only one box. If more than one box applies for your short-term transactions,

complete a separate Form 8949, page 1, for each applicable box. If you have more short-term transactions than will fit on this page
for one or more of the boxes, complete as many forms with the same box checked as you need.

[] (A) Short-term transactions reported on Form(s) 1099-B showing basis was reported to the IRS (sze Note above)
[] (B) Short-term transactions reported on Form(s) 1099-B showing basis wasn't reported to the IRS
[] (C) Short-term transactions not reported to you on Form 1099-B

Adjustment, if any, to gain or loss.

1 (@) If you enter an amount in column (g), ()
{a) ) (© (d) Cost or other basis. anter a code in column (. Gain or (loss).
Description of praperty Date acquired Diate sold or Proceeds Saa the Note bolow| See the separate instructions. | suptract column (2)
(Exampls: 100 sh. XYZ Co.) {Mo., day, yr.) disposad of (zales price) and saa Column (g) from column {d) and
) ’ ’ ; ST (Mo, day, yr) | (see instructions) in tha saparate M (a) combine the rasult
instructions  [Gode(s) from Amount of with column (g}
instructions adjustment

m Long-Term. Transactions involving capital assets you held more than 1 year are long term. For short-term
transactions, see page 1.
Note: You may aggregate all long-term transactions reported on Form(s) 1099-B showing basis was reported
to the IRS and for which no adjustments or codes are required. Enter the totals directly on Schedule D, line
8a; you aren't required to report these transactions on Form B949 (see instructions).
You must check Box D, E, or F below. Check only one box. If more than one box applies for your long-term transactions, complete
a separate Form 8949, page 2, for each applicable box. If you have mare long-term transactions than will fit on this page for one or
more of the boxes, complete as many forms with the same box checked as you need.
[] (D) Long-term transactions reported on Form(s) 1099-B showing basis was reported to the IRS (see Note above)
[] (E) Long-term transactions reported on Form(s) 1099-B showing basis wasn't reported to the IRS
[] (F) Long-term transactions not reported to you on Form 1099-B

Adjustment, if any, to gain or loss.

1 (@) If you enter an amount in column {g), i)
() ) () (d) Cost or other bazis. enter a code in column (. Gain or (loss).
Description of property Date acquired Data sold or Proceeds Sae the Note below| See the separate instructions. | sybtract column ()
{Example: 100 sh. X¥Z Co.) iMo., day, yr.) disposad of (sales price) and sae Column () from column {d) and
' ’ ’ : T " Mo, day, yr) | (see instructions) in tha saparate 4] (o) combing the rasult
instructions  |Code(s) from Amount of with column (g}
instructions adjustrmant
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Completing your Schedule D

After you report your Gain/Loss on Form 8949, you will attach your Form 8949 to Schedule D and file as you

have in the past. You will list the individual transactions on Form 8949 and report the totals on Schedule D.

As in past years, short-term capital gains and losses will be reported in Part | and long-term capital gains and
losses will be reported in Part 1.

SCHEDULE D
(Form 1040)

Iniemal Reserme Senios (G5

Capital Gains and Losses

& Aftach to Form 1040 or Form 1040MA.

of the Treasury

* Information about Schedule D and its separate instructions is at www.irs.gov/scheduled.
* LUse Form 8949 to list your transactions for lines 1b, 2, 3, 8b, 9, and 10,

OMB Mo, 1545-0074

2016

Adtach
Saq.m;n-:;“:vlo. 12

Mamiss) shown an retem

Your social

seourity rumber

IEZ3] short-Term Capital Gains and Losses—Assets Held One Year or Less

Soo instructions for how to figura the amounts to entar on the

lines below.

This form may be easiar to complete if you round off cents to
whole dollars.

{d)
Proceeds

{males arice)

f=]

Coost
{or other basis)

ol

Adjustments

to gain or loss from
Formis) 8545, Part |,

lini2 2, column (g}

[h] Gain or Joss]
Subfrat oolumn [£)
from column |d) and

combing the: result with
ook g

1a

Totals for all shori-tarm transactions raporied on Form
1029-B for which basis was reporied to the IRS and for
which you have no adjustments (sea instructions).
Howewvar, if you choosa to report all these transactions
on Form 8249, lsave this line blank and go to lina 1b

1b

Totals for all transactions reportad on Formis) 5949 with
Box A chacked

Totals for all transactions rep-mad on FI:IITI'I{S'I 549 mth
Box B checkad .

Totals for all transactions rep-mad on FI:IITI'I{S'I 549 mth
Box C checked .. L L

Short-term gain from Formm 6252 and shori-term gain or (loss) from Forms 4684, 6781, and 5824 | 4

Met short-tarm gain or (loss) from partnerships, S corporations, estates, and trusts from

Schedule(s) K-1

Short-term capital loss carr'_.'mr Enter the ﬂITr:H..II'It rf arrg.r fmm |II'IE H -:uf ;.'Dur {:apltal Luss Garrymnr

‘Worksheet in the instructions

Met short-term capital gain or (loss). Cnml:un-a I|nes 1a thmugh Ei in Dcdumn rm If yuu ha'.'e arrg.-' Iung-

term capital gains or losses, go to Part Il below. Otherwise, go to Part Ill on the back

Long-Term Capital Gains and Losses—Assets Held More Than One Year

Sae instructions for how to figure the amounts to enter on the
lines below.

i

fe)

Mj.lrt.-#n\:nl_'.

) oo foes),

Proceeds Cost o gain or koss from | from column id) and
This form may be easiar to complete if you round off cants to {sales orics) [or other basiz) | Formis] 8048, Pan I, | combine the resut with
whaole dollars. line 2, column g} calumn (g}
Ba Totals for all long-term transactions reportad on Form

1089-B for which basis was reported to the IRS and for
which you hava no adjustments (sea instructions).
Howeewar, if you chooss to report all these fransactions
on Form 8249, laave this line blank and go to line Bb

8b

Totals for all transactions reportad on Formis) 8949 with
Box D checked .

Totals for all transactions rep-cﬂ-ad on Fu:urrn-[s'l 5040 mth
Box E checked .

10 Totals for all transactions rep-mad on FI:IITI'I{S'I 549 mth
Box F chacked. ..
11

Gain from Form 4737, Part |; I-:rng tarm gain fr-:nm Fnrrns 2439 and 6252; and long-term gain or (loss)

from Forms 4684, 6781, and 8824

11
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Locating Your Cost Basis - Non-Qualified Employee Stock Option

Exercise confirmation (partial display)

Award Info Use this value

Grant Date: Symibl: Options Granted: for cost basis
12142070 ABLC 1,000
Exercise Detail:

Exercise Date Fair Mkt Price: Optlons Exerclsed: Falr Mt ¥ Exercise
04070 6 S4055 X 20 - 1.00

Cost Detail

iGramt Price iOptions Exercised:
51225 X M= 524500 Dption Cost
+5310.00 Tax Withhoiding
+ S50 Fees & Commisshons

Tatal Cost 560573

Tax Detail Tax Code: 1234
Taxable Compensation on Exercise: 5746.00
{Falr Mkt Value - Option Cost)

Tax Description Tax Rate Tam Due Tax Paid

Federal il & 08 .88 08 ER

State G000 24476 =

Soclal Seurity b.1% 625 54625

Medlcare 1.45% 1081 1081

s310.70 531070

Sales Detail
Sale Price: Shares Sold:

1955 X 20 - %001.00 Value of Shares Sold

Form 1099 - tax reporting statement |partial display)
1089-B 2016 PROCEEDS FROM BROKER & BARTER EXCHAMGE TRAMSACTIONS (OME Mo. 1545-0715)

Date Diate Sold Wash Sale
Description of Property Acopired or Disposed  Proceds Cost Basis  Loss Disallowed  Gain or (Loss)

SHORT TERM CAPITAL GAINS AND LOSSES — 1089-8 Line 2 - Box & Met Proceeds DO HOT u=ze this
COVERED TRANSACTIONS - Cost basis reported to IRS - Form 5945, Part 1, (A} value for cost basis!

ABC Ci CUSIF Nomber 123245678
200000 Salo L L[] AOTE 940,97 245 [T 69597
Cowered Short Term Capital Gains and Losses Sobtotal 4097 24500 0L00 ES557

* See page 21 for instructions on obtaining these documents

Note: For Employee Stock Options Exercised and Sold in 2016, do not use the cost basis reported on
your Form 1099, as it is incomplete, and only contains the grant price element. Instead use the Fair
Market Value at Exercise from your exercise confirmation as it contains both the grant price and
ordinary income component of the cost basis.



Capital Gain or Loss Worksheet

This worksheet will help you in determining your estimated capital gain or loss for shares sold upon exercise
of a nonqualified stock option. Dependent upon your grant type, statement and confirmation titles and
headings may vary.

Step 1: Your exercise price can be obtained from your Merrill Lynch Exercise Confirmation.
Determine the Exercise confirmation (partial display)
fair market PE——
val f E ward Info
alue o you Grant Date: Symbol: Options Granted:
company's 12/14/2010 ABC (A) 1,000 (C)
stock at —
exercise (A): Exercise Detail:
Exercise Date Falr MKt Price. Options Exercised: Falr Mkt Value at ‘Zxercise
04/07/2016 54955 X 20 = 5991.00
S A

Your shares sold can be obtained from your Merrill Lynch Tax Reporting Statement
(Form 1099-B).

1099-B 2016 PROCEEDS FROM BROKER & BARTER EXCHANGE TRANSACTIONS (OMB No. 1545-0715)

Step 2:

Determine Date Date Sold Wash Sale

the number Description of Property Acquired or Disposed Proceeds Cost Basis Loss Disallowed Gain or (Loss)

of shares SHORT TERM CAPITAL GAINS AND LOSSES - 1099-B Line 2 - Box & Net Proceeds

sold (B): COVERED 1 (B) CTIONS - Cost basis reported to IRS - Form 8949, | (p) | (A)

) ABC Co. — CUSIP Number 123245678 e
20.0000 Sale 04/07/16 04/07/16 940.97 245.00 0.00 695.97
Covered Short Term Capital Gains and Losses Subtotal 940.97 245.00 0.00 695.97

Step 3:

Calculate $49.55 x 20 = $991.00

your tax (A) Fair Mkt Price (B) Shares Sold (C) Cost (Tax) Basis

basis:

Step 4:

Calculate $940.97 - $991.00 = ($50.03)

your capital (D) Reportable Proceeds (C) Cost (Tax) Basis Capital Gain/(Capital Loss)

gain or loss

For employee stock options, DO NOT rely on the Cost Basis on your 2016 Form 1099-B, it typically
contains only the Grant Price and does not include the ordinary (W-2) income component of cost
basis. Reliance on the Cost Basis information in your 2016 Form 1099-B could result in
overstatement of capital gains on your tax return.
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Dividends and distributions (Form 1099-DIV)

In the section labeled Form 1099-DIV, your Tax Reporting Statement reflects the total of the dividends and
distributions credited to your account for the calendar year. THESE DIVIDENDS AND DISTRIBUTIONS ARE
REPORTED ON A FORM 1099-DIV ONLY IF THEY TOTAL AT LEAST $10.

SAMPLE DATA
FORM 1099-DIV 2016 DIVIDENDS AND DISTRIBUTIONS (OMB No. 1545-0110)
1a Total Ordinary Dividends 8,220.17
1b Qualified Dividends ......... 2,609.84
2a Total Capital Gain Distributions ..2,518.85
2b Unrecap. Sec. 1250 Gain 76.90
2C SeCtion T202 GaAIN .....cuecienircer it sencesensass sessessssses cnsasssss s sessssssss sosssssesens 57.85
2d Collectables (28%) Gain 1,017.15
3 Nondividend Distributions 98.20
4 Federal Income Tax Withheld eeeeseese s s s ss s e sessens 246.04
5 Investment Expenses .... 0.00
6 Foreign Tax Paid ... 38.88
7 Foreign Country or U.S. POSSESSIoN ........ccouvevvevvensennecnncne VARIOUS
8 Liquidation Distributions Cash 0.00
9 Liquidation Distributions Non-Cash (Fair Market Value) 0.00
10 Exempt-Interest Dividends «... 0.00

Total ordinary dividends: Line 1a. Shows total ordinary dividends that are taxable. Include this amount on line
9a of Form 1040. Also, report it on Schedule B (Form 1040) if required.

Qualified dividends: Line 1b. Shows the portion of the amount in box 1a that may be eligible for the reduced
capital gains rates. See the Form 1040 instructions for how to determine this amount. Report the eligible amount
on line 9b, Form 1040.

Total capital gain distributions: Line 2a. Shows total capital gain distributions (long-term) from a regulated
investment company or real estate investment trust. Report the amount shown in box 2a on Schedule D (Form
1040), line 13. 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 amount shown in box 2a on line 13 of Form 1040 rather than Schedule
D. See the Form 1040 instructions.

Line 2b. Shows the portion of the amount in box 2a that is unrecaptured section 1250 gain from certain
depreciable real property. Report this amount on the Unrecaptured Section 1250 Gain Worksheet—Line 19 in the
Schedule D instructions (Form 1040).

Line 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.

Line 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).

Nondividend distributions: Line 3 Indicates 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, Investment Income and Expenses.

Federal Income Tax Withheld: Line 4. Shows backup withholding. A payer must backup withhold on certain
payments if you did not give your taxpayer identification number to the payer. See Form W-9, Request for

16



Taxpayer Identification Number and Certification, for information on backup withholding. Include this amount on
your income tax return as tax withheld.

How to report your ordinary dividend income

To report your ordinary dividend income, first list the total of dividends received through Merrill Lynch in
connection with your equity plan brokerage account (Form 1099-DIV, Line T1a) on Form 1040 (Schedule B).
Specify “Merrill Lynch” as the payor of the dividend, since Merrill Lynch will report the dividends to the IRS as
the payor to you. Also include any other dividends you may have received from other payors on Form 1040
(Schedule B), and total the amounts on Line 6.

Report Total Capital Gain Distributions from line 2a on Schedule D (Form 1040) line 13. If no amount is
shown in boxes 2b-2d and your only capital gains or losses are capital gain distributions, you may be able to
report the amount shown on line 2a on line 13 of Form 1040 rather than Schedule D.

If the total of all your dividend distributions is $1,500 or less, you may report the dividend distributions
directly on Form 1040, page 1, Line 9 without having to complete Part Il of Schedule B.

Backup withholding

The law requires that 28% backup withholding be deducted from all reportable dividend and distribution
payments as well as gross proceeds received from sales for any U.S. citizens and residents who fail to furnish
a taxpayer identification number (TIN) certified on a Form W-9. If you are neither a U.S. citizen nor a resident,
you are required to file a Certificate of Foreign Status (Form W-8 series) to claim an exemption from backup
withholding. If you are currently subject to backup withholding because you have not met the above
requirements and if you wish to avoid continued backup withholding for 2016, please contact a Merrill Lynch
Representative immediately.

Backup withholding is also required if the IRS notifies Merrill Lynch that your name and TIN combination is
incorrect (withholding required on interest, dividends and gross proceeds), or that you have under-reported
dividends and/or interest in the past (withholding on interest and dividends only).

Amounts withheld under the backup withholding rules may be taken as a credit on your tax return. Consult
your tax advisor for additional information.
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Frequently Asked Questions

When | exercise my stock options or SARs, what is the amount of my gain/income and where is it
reported?

For nonqualified stock options and SARs, the amount of your income is equal to the difference between the
option price of the options or SARs when granted and the per-share fair market value of your company stock
on the day your exercise was effective, multiplied by the number of options or SARs you exercised. The
income you received from your exercise is reported as part of your compensation (wages) in Box 1 of Form
W-2 you receive from your employer. You may have an additional capital gain or loss if you sell any of the
shares at the time of exercise. For nonqualified stock options, this gain or loss is equal to the difference
between the cost basis in the newly acquired shares and the sales proceeds. The sales proceeds are shown on
the Tax Reporting Statement (Form 1099-B).

Generally, for ISOs there is no taxable event at exercise, unless you sell shares to cover exercise costs. If a
sale of stock acquired upon exercise of an ISO results in a disqualifying disposition, you will have income in
the year of sale equal to the lesser of (i) the difference between the fair market value of your company’s
stock on the date of exercise and the option price, multiplied by the number of options exercised or (ii) the
difference between the option price and the sale price, multiplied by the number of shares sold. Income
resulting from disqualifying dispositions generally is reported on Form W-2. You also may have a capital gain
or loss.

What is the amount of my gain at lapse/vesting of restricted stock, restricted stock units,
performance shares or performance units and where is it reported?

The amount of your income is equal to the per-share fair market value of your company stock on the day your
restriction lapsed multiplied by the number of shares you acquired, less any amount you may have paid for
the stock. The income you received from your restriction lapse is reported as part of your compensation
(wages) in Box 1 of Form W-2 you receive from your employer. You may have an additional capital gain or
loss if you sell any of the shares at the time of restriction lapse. This gain or loss is equal to the difference
between the cost basis in the newly acquired shares and the sales proceeds. The sales proceeds are shown on
the Tax Reporting Statement (Form 1099-B). If you received restricted stock and timely and properly made a
Section 83(b) election, please consult your tax advisor.

Does the Tax Reporting Statement reflect the options or SARs I exercised or the vesting of my
restricted stock, restricted stock units, performance shares or performance units?

No. Details of an option or SAR exercise or vesting of restricted stock, restricted stock units, performance

shares or performance units are reflected on your record-keeping statement and your exercise confirmation.
The Tax Reporting Statement (Form 1099-B) shows any shares sold during the year.
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Frequently Asked Questions (continued)

The brokerage statement | received shows that when | exercised options or SARs or my restricted
stock, restricted stock units, performance shares or performance units vested, money was taken from
my account to pay withholding taxes. Am | going to be taxed twice?

No. You will only be taxed once on the income recognized by exercising stock options or SARs or the vesting
of your restricted stock, restricted stock units, performance shares or performance units because you may
take a credit on your tax return for withheld taxes. However, you may also have to pay tax on any capital gains
you realize when you sell the shares you acquired.

Reportable income (W-2):

Generally, when you exercise your nonqualified stock options or SARs, the difference between the grant price
and the fair market value on the day you exercise represents ordinary income; when the restrictions on the
restricted stock, performance shares or performance units lapse (vest/vesting), you will recognize ordinary
income (W-2) equal to the fair market value of your company’s stock on the date of restriction lapse less any
amount you may have paid for the stock. At your employer’s discretion, money may have been withheld by
your company to cover a portion of the taxes you owe on this income. This income and any withholding taxes
are reported on the Form W-2 you receive from your employer.

Generally, for ISOs there is no taxable event at exercise, unless you sell shares to cover exercise costs. If the
sale of shares acquired upon exercise of an ISO are sold in a disqualifying disposition, you will recognize
income in the year of the sale equal to the lesser of (i) the difference between the fair market value of your
company’s stock on the date of exercise and the option price, multiplied by the number of options exercised,
or (ii) the difference between the option price and the sale price, multiplied by the number of shares sold. At
your employer’s direction, money may have been withheld to cover taxes due on income resulting from a
disqualifying disposition at exercise. This income and withholding taxes generally are reported on the Form
W-2 you receive from your employer.

Capital gains or losses:

There may be a difference between the fair market value of your company stock on the day your exercise is
effective/restricted stock, restricted stock units, performance shares or performance units vest and the price
of any shares you sold. This difference represents your capital gain or loss. If the price of your stock
increases, you will realize a capital gain on the sale of the shares. It is important to remember that this capital
gain is over and above the ordinary compensation income you recognized from the exercise/vesting of
restricted stock, restricted stock units, performance shares or performance units. If the price decreases, you
will realize a capital loss on the sale of the shares. If you failed to properly certify your TIN, you may be
subject to backup withholding on the sale proceeds.

How can I calculate my capital gain or loss on shares sold as part of a nonqualified stock option
exercise?

To calculate your capital gain or loss, first find the dollar amount printed under the heading “Realized Capital
Gain and Loss Summary” on your monthly brokerage statement or in the column “Amount” on your Tax
Reporting Statement. Then subtract from that dollar amount the result of the following: the per share fair
market value of your company’s stock on the day your exercise was effective multiplied by the number of
shares that were sold, or you may refer to the worksheet on page 15 of this booklet.
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Frequently Asked Questions (continued)

What is the cost (tax) basis of shares I obtained through a nonqualified stock option exercise or the
vesting of my restricted stock, restricted stock units, performance shares or performance units?

Generally, for nonqualified stock options (restricted stock, restricted stock units, performance shares or
performance units), it is the per-share fair market value of your company’s stock on the day your option
exercise or equity vesting was effective multiplied by the number of shares.

What is the difference between the option exercise date and the date the stock is sold?

The option exercise date is the day you actually acquire the shares of the company stock through your
exercise of an option. The fair market value of your company stock on this date is used to calculate your
ordinary income tax. (Refer to your plan’s communication material and Merrill Lynch Account Terms and
Conditions for more information on how your exercise request is processed.) For tax purposes, the day that
you sell the stock acquired through your exercise is called the trade date. The price at which you sell your
shares on trade date is used to calculate any capital gain or loss.

Can | file a Form 1040 EZ with a Schedule D for a year in which | sold shares acquired through the
exercise of my stock options or the vesting of my restricted stock, restricted stock units, performance
shares or performance units?

No, you cannot file a Form 1040 EZ for a year in which you have sold any stock in connection with a stock
option exercise or shares acquired through the vesting of restricted stock, restricted stock units, performance
shares or performance units. A Schedule D must be attached to a completed Form 1040.

I performed a cashless exercise of my incentive stock options (ISO). Why were taxes withheld?

Executing a cashless exercise of an ISO automatically disqualifies the shares sold at exercise to pay exercise
costs from any favorable tax treatment associated with an ISO. Upon disqualification of I1SO shares, in
accordance with your employer’s instructions, or your election, you may be subject to immediate tax
withholding. Your company provides the applicable tax rates for Merrill Lynch to perform the necessary
withholding on the shares sold. A cashless exercise can also be subject to backup withholding if you have
failed to properly certify your TIN or non-resident status.

I did not purchase any shares of company stock on the open market this year. Why am | seeing wash
sales in my brokerage statements and on my 1099?

The exercise of a stock option is an acquisition of the underlying security, and the vesting of a restricted

stock grant is an acquisition of a security. Depending on the timing of your sales and your exercise and
vesting events, you may see wash sales in your account based on these events.
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Where to Get the Information You Need...

Informational Forms

How to Obtain

Questions

Equity Award
Transaction Confirmation

Merrill Lynch sends to you at the time of
exercise.

Also available online at
www.benefits.ml.com.

Call a Merrill Lynch Service Representative
at the telephone number listed on your Tax
Reporting Statement.

Equity Award Annual Statement

Merrill Lynch sends to you in January. Also
available online at www.benefits.ml.com

Tax Reporting Statement
(Form 1099)

Merrill Lynch typically sends to you by
February 15. Also available online at
www.benefits.ml.com

Call a Merrill Lynch Service Representative
at the telephone number listed on your Tax
Reporting Statement.

Form W-2

Your company should send to you by
January 31.

Call your company Payroll representative.

Form 1040, Schedule D and related forms

Visit your local IRS office, call (800) TAX
FORM, or download the forms from the
IRS website at .www.irs.gov

Call your local IRS office or consult your
tax advisor.

What to Do If You Require Additional Information...

Trained Merrill Lynch Representatives are available to answer your questions. They have ready access to all data appearing on your Tax
Reporting Statement. Please refer to the telephone number listed on your Tax Reporting Statement to make your telephone inquiries.
Merrill Lynch Representatives do not, however, provide tax or legal advice.

What to Do If You Require a Correction...

If it is determined that corrections are required on reportable transactions, we will adjust the information we provide to the IRS and
issue you a corrected statement reflection any changes that have been made.

@g Merrill Lynch

Bank of America Corporation

Unless otherwise noted, all trademarks and registered trademarks are the property of Bank of America Corporation.
© 2017 Bank of America Corporation. All rights reserved. | ARXRPMF7  00-63-1562NSB 1/2017
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