Section 1233 and Straddles Reports

A. Section 1233 Report
The Section 1233 Report is a permanent member of the results workbook and was created at the request of one of the members of our user community.  Its function is to apply the holding period adjustment rules given by the IRS in sections 1233 and 1092 in order to show those gains or losses that can be reclassified from ST to LT or from LT to ST based on their matchups with other holdings in a particular security.  The user can control the processing sequence of the matchups via one of the three options provided when the ‘Yes’ button is selected: ‘FIFO’, ‘LIFO’, or ‘Special ID’ = user supplied value entered in the 4th unique id field of the input file.  Wash sale values from the wash sale detail do not carry over into this report.

Rule 1 Calculation
For Rule 1, we’re matching long realized gains against short realized and unrealized gains with Long Puts being treated as if they were Shorts. No other option positions are used.

Recalculated Holding Days:  
(a) If the Long was held >= 365 days before the Short was opened, the Recalculated Holding Days = the number of days between the Short and Long purchase dates.
  
(b) If the Long was held < 365 days before the Short was opened, and if the Long was sold after the Short, then our Recalculated Holding Days = the number of days between the two liquidation dates.  

Once we have a value for the Recalculated Holding Days, we see whether it falls under the LT or ST category and then compare this to the category of the original Long position to see if we have a reclassification and if so, whether it’s from ST to LT or vice versa.  

Rule 2 Calculation
In Rule 2, realized ST losses from short sales are matched up with any realized or unrealized Long positions and again Long Puts are treated as Shorts with no other option positions being used.

Recalculated Holding Days: 
(a) If the Long was held at the time the Short was purchased, the Recalculated Holding Days = the number of days between the Short and Long purchase dates.

(b) None.
As before in Rule 1:

Once we have a value for the Recalculated Holding Days, we see whether it falls under the LT or ST category and then compare this to the category of the original Short position to see if we have a reclassification and if so, whether it’s from ST to LT or vice versa.

B. 1092 or Straddle Adjustment

The 1092 Adjustment is for Straddle positions and takes into account all forms of holdings. But, here again, Long Puts are treated as if they were Shorts  We start out with all realized Long transactions regardless of whether they show a gain or loss and begin looking for our offsets from there.  The valid matchups/offsets are: (1) Long Stock, Long Calls and Short Puts can be offset by Short Stock, Short Calls and Long Puts; and, (2) Short Stock, Short Calls and Long Puts can be offset by Long Stock, Long Calls and Short Puts.

Recalculation of Holding Days:

(a) Calculate the number of days the Long was held (Col M);

(b) Find the earliest liquidation date between the Long and the Short position;
(c) Find the latest buy date between the Long and the Short position;
(d) Calculate the number of days between (b) and (c); (overlapping days)
(e) Subtract (d) from (a) to yield the Adjustment to Holding Days – Col N

From here, our Recalculated Holding Days = the Original Holding Days – the Adjustment to Holding Days.

Once we have a value for the Recalculated Holding Days, we see whether it falls under the LT or ST category and then compare this to the category of the original Short position to see if we have a reclassification and if so, whether it’s from ST to LT or vice versa.

