Morgan Stanley

AT WORK

Tax Filing Basics for Stock Plan Transactions
for EXTRADE from Morgan Stanley

For US Participants

Tax reporting for stock plan transactions can be
confusing, as you need to understand federal income
tax laws and regulations, as well as know which
Internal Revenue Service (IRS) forms must be filed.

If you sell stock as a result of participation in your
company’s stock plan, you may need to:

« Refer to the cost basis in your account
» Make any adjustments to it, if necessary

« Determine whether you have realized a capital gain
or loss

To simplify the process, here is some basic
information about stock sales that may help you have
a less stressful tax season.

Important Note: Morgan Stanley and its affiliates do not provide tax advice.
This guide is not intended to be comprehensive tax advice or to replace the
advice of a tax advisor. We recommend you seek the counsel of a tax advisor
to obtain personalized and comprehensive guidance.
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Tax Documents You Will Need

Morgan Stanley at Work has continually made improvements to your stock plan experience including
some Morgan Stanley at Work stock plan accounts being converted to E*TRADE from Morgan Stanley
stock plan accounts. As a result, you may receive multiple tax forms from Morgan Stanley, including
Morgan Stanley at Work and E*TRADE from Morgan Stanley, depending on where your stock plan

transaction occurred in 2025.

These tax statements contain information related to different transactions, and you and your tax advisor
should consider and review all tax forms received when preparing your 2025 income tax return. Please
note, not all tax forms may be received at the same time.

You may need various documents and forms to report your sales of stock related to a stock plan on your
tax return. The table below lists the common tax forms, what they’re used for and how to obtain them.

FORMS WHAT IS THE FORM FOR? HOW DO | OBTAIN?
; Form W-2 is the Wage and Tax Statement that your employer Your Company will send this to you.
Company Form Form W-2 uses to report employee wage and salary information and the
amount of taxes withheld from an employee’s paycheck for the
year to the IRS
IRS Form 3921 is a form you receive from your employer
Form 3921 K ;
typically when you acquire or sell shares through the
exercise of an incentive stock option
Form 3922 IRS Form 3922 is a form you receive from your employer
typically when you purchase shares through your qualified
Employer Stock Purchase Plan (ESPP). This form is not
applicable for shares purchased through a non-qualified plan.
Form 8949 Form 8949 is used to report sales and other dispositions of Visit your local IRS office or call
IRS Forms capital assets to the IRS. 800-TAXFORM.
Schedule D Schedule D (Form 1040) is used to report your capital gains Go to www.irs.gov
(Form 1040) and losses to the IRS.
. Form 1099-B reports any sale transactions completed during We generally send this to you by
Form 1099-8 the year and backup withholding applied to the transaction (if February 15 of the year following
Morgan any). your transaction.
‘?vtarsll(ey Ci You may receive more than one Form 1099-B from Morgan Go to the Documents page on
o - Documents
Stanley_at Work and{or E*TRADE from Morgan Stanley iR e, SelEs (e dEsie @
depending on your circumstances and when your stock plan
transaction occurred, as noted above. year and account.
Stock Plan The Stock Plan Transactions Supplement provides information Go to the Documents page on
Transactions like adjusted gain/loss that may be needed to prepare your etrade.com. Select the desired tax
Supplement income tax return. year and account.

Note: If you've received a distribution from a cash-settled award, such as a restricted cash plan, the ordinary income and
taxes will generally be reported on your Form W-2 provided by your company. Morgan Stanley at Work does not report on this type
of transaction. This summary does not address tax forms and reporting applicable to US non-residents, such as Form 1042-S,
or state tax reporting. Please contact your company with any questions.

11f you are not an employee but received compensation, the company may send Form 1099-NEC instead of Form W-2. You will
also receive information about your exercise of an ISO on Form 3921 and your transfer of stock acquired through an ESPP on
Form 3922. These statements include exercise date, exercise price and fair market value at exercise, as well as additional
information.

2Keep in mind, not all transactions generate a Form 1099-B.
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Changes to Cost Basis for 2025

As part of Morgan Stanley at Work’s commitment to delivering world class service, enhancements
were made to US cost basis reporting, effective January 1, 2025.

As a result of the reporting enhancement, your Form 1099-B will now show an adjusted cost basis
for most stock plan shares that were not purchased for cash (noncovered securities). This may
include Restricted Stock Awards and Restricted Stock Units, Performance Stock Awards and
Performance Stock Units, and Stock Appreciation Rights exercises. For these shares, the cost basis
now includes the ordinary income you were already taxed on when the shares vested or were
exercised, and it also includes adjustments for commissions and fees, wash sales, dividend
reclassifications, and corporate actions, where applicable. The cost basis is displayed for your
reference but is not reported to the IRS.

Below are the changes you’ll see on your Form 1099-B and Stock Plan Transactions Supplement*:
2024 2025

10998 PROCEEDS FROM BROKER AND BARTER EXCHANGE TRANSACTIONS OMB NO. 1545-C 1099-8 PROCEEDS FROM BROKER AND BARTER EXCHANGE TRANSACTIONS OMB NO. 1545-0
Gross Proceeds less commissions and option premiums on stocks, bonds, etc. consder Gross Proceeds less commissions and option premiums on stocks, bonds, etc. c
mmmmmmmm
Short Securities * o Short Term - Securities *
{eporedon Fom 8649 Partuith box B chacked ) 7 {eporecon Fom 649 Pat it x  checked)
DESCRIP’ s o0 PROCEEDS Soanes e \ GAIN/(LOSS) Tty DESCRIPTION (Box 1a) to o0 PPROCEEDS s GAIN/(LOSS) X WITHHELD
/ACQUIRED SOLD OTHER BASIS TAX WITHHELD ox 1a) /ACQUIRED SOLD TAX WITHHELD
QUANTITY “lgo'th) (Box 16) @Box 1d) (Box 1e) COST OR AMOUNT (Box4) QuaNTTY "gorte) (aox 16) (Box 1) COSTOR f3 ™ awount (Box )
Demom LA Cusip: 261208602 Syfbol: ozvo OTHER BASIS Semo e SLA Synfo OTHER BASIS
4000 cutze 0200 2 s151279 000 1517 000 15179 09 3509 000
2000 ovwas  ovavze S5y 000 (Box 1e) snse) 5000 snss2 (Box 1e) [w s2136) 000
Security Subtotal _6.000 225881 5000 Saas91 s0.00 Securlty Subtotal_6.000 s22501 (s06.45) 50.00
Total Short Term Noncovered Securities. $2,259.61 $0.00 $2,259.61 $0.00 Total Short Term Nor rerec irities $2,269.81 |08 ($66.45) $0.00
| —
Long Term - Noncovered Securities * (conside: 8ox s (Noncovered Secusiy) as being cheched and 0.00 Long Term - Securities * $1,552.88 fins.
tepored on Form 8040 Par vt bo € checked) reporied on Fom 83 box E checed)
N BE O mocems oSN 00| o mstcone oescneronasc PO S R L
ox 1a ACQURED _soLD oTHER BASIS TAX WITHHELD x 1a) ACQUIRED SoLp oTHER BASIS TAXWITHHELD
aumy QRS S8 TS s $0.00 | MM TR wmuel avmy AQRE SO TSR omensses $2,326.06 [5 NS
DemoInc CLA. CUSIP: 46120602 Symbol: DEMO. Demo Inc CLA CUSIP: 46120602 Symbol: DEMO
4000 osiens o220 sis1a79 000 $0.00 $151370 5000 so00  osisns oo s1s1a70 stssoan $2,326.06) 5000
Security Subtotal_6.000 $1,613.78 $0.00 $1.513.79 $0.00 Security Subtotal 6,000 $1,513.79 $1,552.88 4 i )E (539.09) $0.00
Total Long Term Noncovered Securities $1,513.79 $0.00 $1,513.79 $0.00 Total Long Term Noncovered Securities $1,613.79 $1,552.88 $0.00 $39.09 ($39.09) $0.00
E¥*TRADE E¥TRADE
from Morgan Stanley from Morgan Stanley

)Stock Plan Transactions Supplement )Stock Plan Transactions Supplement

Adjustment

Form 1099-B Adiji
0 mount Lansacti fjustment
Tansacto] ~ Cost Basis (Ordinary Trense<  Cost Basis Amount
JOHN DOE Income) JOHN DOE
Account number ending i: 2345 Account number ending in:2345
Reporting Period: January 1, 2024 - December 31, 2024 $0.00 $155288 [eison Reporting Period: January 1, 2025 - December 31, 2025 $1,552.88 $0.002 [osr18r202s

$773.18 $0.002 foritmter

$0.00 $773.18  [rumer "
$0.00 s155288 | — - Z;
$0.00 $3878.04 |7 - ok

These changes affect reporting for noncovered securities only. Covered securities are not affected.
Covered and noncovered securities generally include:

Covered Securities Noncovered Securities

(Cost basis is reported to the IRS) (Cost basis is NOT reported to the IRS)

e Shares acquired via ESPP post January 1, 2011 e Shares acquired via Restricted Stock Awards

e Shares acquired via Stock Options post January and Performance Stock Awards that were not
1, 2011 acquired for cash

« Shares acquired via Restricted Stock Awards * Shares acquired via Stock Appreciation Rights
and Performance Stock Awards that were (SARs)
acquired for cash after January 1, 2011 e Shares acquired prior to January 1, 2011

e Shares acquired via Dividend Reinvestment post
January 1, 2012

*The information provided on the Stock Plan Transactions Supplement and 1099-B are now the same for noncovered securities.
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How To Calculate Cost Basis

Any gain or loss you realize from the sale of shares
from an equity compensation plan will need to be
reported on your federal income tax return. To
determine if you had a gain or a loss, you will need
to know the cost basis of the shares. When
available, we will provide the original purchase price
plus any applicable fees to assist in making this
calculation. In addition, you may need to adjust the
cost basis to reflect any compensation income
reported by your employer.

It is important to understand how to calculate and
report cost basis when filing your taxes. We will
report cost basis information to the IRS for securities
considered “covered” under IRS cost basis
reporting regulations. Whether a security is
“covered” or “noncovered” is generally determined
by the type of security and when and how it was

acquired. You will see this identified on Form 1099-B.

It is possible to have both covered and noncovered
shares of the same security.

Regardless of the covered or noncovered status
of a security, you may still need to adjust cost basis
when reporting on IRS Form 8949 and Schedule D
of Form 1040. Refer to the instructions on the next
page for assistance in calculating cost basis.

Tax Reporting on Shares Transferred Out of
Your Stock Plan Account

Shares transferred out of your stock plan account
and into another account are still subject to cost
basis reporting rules. It's important that you maintain
the details of your stock plan transactions
(Confirmations, Statements and Forms W-2 or Form
1099-NEC). Also remember to make any
adjustments, as needed, to the cost basis for future
transactions involving lots for which income was
reported in prior years.

@

Whatis “cost basis”?

Cost basis refers to the cost of
shares plus any adjustments
under the tax rules and is used to
calculate gains or losses for tax
purposes.

@

What does “covered’
versus ‘noncovered
mean?

“Covered” means the security’s

cost basis must be reported to the
IRS by Morgan Stanley at Work. If

“noncovered,” Morgan Stanley at
Work is not required to report the
cost basis.

You may receive multiple
Forms 1099 if:

* You sell long shares within more
than one Morgan Stanley or
E*TRADE from Morgan Stanley
brokerage account

Note: You should ensure you've
received a Form 1099-B or Form
1099-DIV for all reportable
transactions.
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Instructions for Calculating Cost Basis

Find %?our
Grant/Award type
and transaction

Consider if the
“wash sale” rule
applies to you.

Refer to Column B
to see the cost
basis reported on

Determine if an adjustment is
necessary in Column C and
how it is calculated. (The “full”

3

type in Column A. Form 1099-B cost basis is determined by
adding Column B and C
together.)
Column A Column B ColumnC
Grant/Award Type and Cost Basis Shown on Form 1099-B | How to Adjust Cost Basis for Form 8949 and
Transaction Taking Place (Include this amount in the amount | Schedule D

in Your Stock Plan
Account

reported in column (e) on Part | or
Part Il of Form 8949 and Schedule D
of Form 1040)

(Include this amount in the amount reported in
column (g) on Part | or Part Il of Form 8949 and
Schedule D of Form 1040)

Restricted Stock Units and Performance Stock Units Where Price = $0.

00

Sell-to-Cover (STC) / Same-
Day-Sale (SDS) at the time
the shares vest

Fair Market Value (FMV) at Vest:* 5
(Number of shares sold x FMV at
vest) + Any Applicable Fees

Not Applicable

Sell long shares post-vest

FMV at Vest:* 3(Number of shares
sold x FMV) + Fees to Acquire
Shares

Not Applicable

Restricted Stock Units and Performance Stock Units Where Price > $0.

00

Sell-to-Cover (STC) / Same-
Day-Sale (SDS) at the time
the shares vest

Award Price: (Number of shares
sold x Award Price) + Fees to
Acquire Shares

Calculate the difference between the FMV at
Vest and the Award Price multiplied by the
number of shares sold.*

Sell long shares post-vest

Award Price: (Number of shares sold
x Award Price) + Fees to Acquire
Shares

Calculate the difference between the FMV at Vest and
the Award Price multiplied by the number of shares
sold.*

Restricted Stock Awards and P

erformance Stock Awards Where Award Price = $0.00

Sell-to-Cover (STC) / Same-
Day-Sale (SDS) at the time
the shares vest

Fair Market Value (FMV) at Vest:3*
5 (Number of shares sold x FMV
at vest) + Fees to Acquire Shares

Not Applicable

Sell long shares post-vest

FMV at Vest: 345 (Number of shares
sold x FMV) + Fees to Acquire Shares

Not Applicable

Restricted Stock Awards and P

erformance Stock Awards Where Award Price > $0.00

Sell-to-Cover (STC) / Same-
Day-Sale (SDS) at the time
the shares vest

Award Price: (Number of shares
sold x Award Price) + Fees to
Acquire Shares

Calculate the difference between the FMV at
Vest® and the Award Price multiplied by the
number of shares sold.”

Sell long shares post-vest

Award Price: (Number of shares sold
x Award Price) + Fees to Acquire
Shares

Calculate the difference between the FMV at Vest3
and the Award Price multiplied by the number of
shares sold.*

Stock Settled SARs

Same Day Sale (SDS)

Exercise and Hold with net
shares sold at a later date

Number of shares sold x Exercise
Date FMV* + Fees to Acquire Shares

Not applicable

3 Assuming no Section 83(b) election was made.

4 Beginning with the 2025 Form 1099-B, this amount already includes any ordinary income recognized at vest.
5 Assuming you did not make a payment in exchange for the restricted stock.

* Refer to the Stock Plan Transactions Supplement on etrade.com.
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Instructions for Calculating Cost Basis

Find your Refer to Column B
1 Gran%?Award type

and transaction basis reported on

Determine if an adjustment is
to see the cost 3 necessary in Column C and
how it is calculated. (The “full”

Consider if the
“wash sale” rule
applies to you.

type in Column A. Form 1099-B cost basis is determined by
adding Column B and C
together.)
Column A Column B ColumnC
Grant/Award Type and Cost Basis Shown on Form 1099-B How to Adjust Cost Basis for Form 8949 and
Transaction Taking Place (Include this amount in the amount | Schedule D

in Your Stock Plan
Account

reported in column (e) on Part | or
Part Il of Form 8949 and Schedule D
of Form 1040)

(Include this amount in the amount reported in
column (g) on Part | or Part Il of Form 8949 and
Schedule D of Form 1040)

Employee Stock Purchase Plan

Purchase Price:
(Number of shares sold x Purchase
Price) + Fees to Acquire Shares

Qualifying Disposition (423
Plan)

Lesser of:

1. The Grant Date FMV multiplied by Discount
Percent, multiplied by the number of shares
sold; or

2. The sales price per share minus the
Purchase price paid per share, multiplied
by the number of shares (or total gain).*

Disqualifying
Disposition (423 Plan)
or sale of shares
acquired under a non-
423 Plan

Purchase Price:
(Number of shares sold x Purchase
Price) + Fees to Acquire Shares

The spread between the purchase price
and the FMV of the stock on the purchase
date multiplied by the number of shares
sold.*

Incentive Stock Options

Grant Price:
(Number of shares sold x Grant
Price) + Fees to Acquire Shares

Qualifying Disposition

Not Applicable

Grant Price:
(Number of shares sold x Grant
Price) + Fees to Acquire Shares

Disqualifying Disposition

Cashless Exercise or Same
day Sale

Sell to Cover (STC)

Lesser of:

1. The spread between the grant price and
the FMV on exercise date multiplied by the
number of shares sold; or

2. The actual gain (amount realized on the
sale less the aggregate grant price).*

Nonqualified Stock Options

Grant Price:
(Number of shares sold x Grant
Price) + Fees to Acquire Shares

Cashless Exercise or Same
day Sale

Sell to Cover (STC)
Sell long shares post-exercise

Calculate the difference between the FMV at
exercise and the Grant Price multiplied by the
number of shares sold.*

* Refer to the Stock Plan Transactions Supplement on etrade.com.
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Wash sales need to be reported on IRS Form 8949. A wash sale occurs when shares or securities are
sold at a loss and “substantially identical” shares or securities are purchased within 30 days before or
after the sale. The loss is disallowed and must be added to the cost basis of the newly purchased shares
or securities.

30 Days Date of Sale 30 Days
Prior to Sale ataloss After Sale
March 16 April 15 May 15

As a broker-dealer, Morgan Stanley at Work is required to report wash sales to the IRS that occur when
covered shares are sold at a loss and substantially identical covered shares are repurchased in the same
account within 30 days before or after the sale. In the event of a reportable wash sale, we will report the
loss as a disallowed loss on Form 1099-B and adjust the basis and holding period of the replacement
shares.

As a convenience to our stock plan participants, Morgan Stanley at Work also displays disallowed loss
information on Form 1099-B for wash sales that occur for noncovered shares. While these wash sales are
not reportable to the IRS by Morgan Stanley at Work, participants may still be obligated to report these
wash sales on their own tax return.

If Morgan Stanley at Work determines that a wash sale has occurred in an account for either covered or
noncovered securities, the loss on the initial sale will be displayed as the “WASH SALE LOSS
DISALLOWED” in Box 1g, as shown in the example below.

1099-B  PROCEEDS FROM BROKER AND BARTER EXCHANGE TRANSACTIONS OMB NO. 1545-0715
Gross Proceeds less commissions and option premiums on stocks, bonds, etc. Consider the Net Proceeds box checked in IRS box 6 (Reported to IRS) for all option transactions.
Consider IRS box 7(Loss is not allowed based on amount in 1d) as not being checked for any transactions.
Short Term - Noncovered Securities # (Consider Box 5 (Noncovered Security) as being checked and Box 12 (Basis Reported to IRS) as not being checked for this section. These transactions should be
reported on Form 8949 Part | with box B checked.)
DATE DATE COST OR ACCRUED MARKET/ WASH SALE LOSS \ FEDERAL INCOME
DESCRIPTION (Box 1a) ACQUIRED soLD PROCEEDS  oTHER BASIS DISCOUNT] DISALLOWED | GAIN/LOSS) ' rax WITHHELD
QUANTITY " (Box 1b)  (Box 1c) (Box 1d) (Box 1e) (Box 1f) (Box 1g) AMOUNT (Box 4)
Demo Inc CLA CUSIP: 46120E60 Symbol: DEMO
4.000 02/10/25 02/20/25 $1,613.79 $1,552.88 0.00 $39.09 ($39.09) $0.00
2.000 02/29/25 04/29/25 $745.82 $773.18 0.00 $0.00 ($27.36) $0.00
Security Subtotal  6.000 $2,259.61 $2,326.06 $0.00 $39.09 ($66.45) $0.00
Total Short Term Noncovered Securities $2,259.61 $2,326.06 $0.00\ $39.09 ) ($66.45) $0.00

Information about wash sale adjustments can also be found on the Morgan Stanley at Work Gains and
Losses page or on the Stock Plan Transactions Supplement, which can be downloaded from the
Documents page on etrade.com.
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Reportable Wash Sale Examples

Buy, Sell, Buy Example:

A participant purchases 100 shares of ABC for $2,000 on October 3, 2023. On April 15, 2025, the participant
sells those shares for $1,600 at a $400 loss. On May 5, 2025, the participant purchases 100 shares of ABC
for $1,500 in the same account. The repurchase on May 5, 2025, causes the sale on April 15, 2025, to be
treated as a wash sale. In addition to reporting the sales proceeds, cost basis, and holding period for the 100
shares sold on April 15, 2025, $400 is reported on Form 1099-B as a disallowed loss. The cost basis of the
replacement ABC shares is increased by the amount of the disallowed loss from $1,500 to $1,900, and the
holding period should be adjusted to reflect the adjusted acquisition date from May 5, 2025, to October 23,
2023.

Buy, Buy, Sell Example:

A participant purchases 100 shares of ABC for $2,000 on October 3, 2023. On April 15, 2025, the participant
purchases 100 more shares for $1,500 in the same account. Then on May 5, 2025, the participant sells the
shares acquired on October 3, 2023, for $1,600 at a $400 loss. The 100 shares purchased on April 15, 2025,
are considered replacement shares and cause the sale on May 5, 2025, to be treated as a wash sale. In
addition to reporting the sales proceeds, cost basis and holding period for the 100 shares sold on May 5,
$400 is reported on Form 1099-B as a disallowed loss. The cost basis of the replacement ABC shares is
increased by the amount of the disallowed loss from $1,500 to $1,900 and the holding period should be
adjusted to reflected the adjusted acquisition date from April 15, 2025, to September 13, 2023.

Morgan Stanley at Work will only report wash sales for transactions occurring within the same Morgan
Stanley at Work account. Participants may be required to report additional wash sales on their own tax return,
including wash sales triggered by activity in other accounts at Morgan Stanley at Work or at other brokerage
firms, or by activity across a combination of covered and noncovered securities. Morgan Stanley at Work
does not provide tax advice, and participants should consult their own tax advisors regarding their own wash
sale reporting obligations.

Please note, you may be required to report wash sales that are not reported on Form 1099-B when filing your
own tax return. Please consult your tax advisor.
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Assemble Your Transaction Details

You will likely need the following information for each group of stock plan shares that you sold during the
year. If you made a single sale that included shares from different purchases, exercises, or releases, you
would need this information for each group of shares. The steps below will help assist you with this process.
Please note that not all the items below may apply to you.

Step 1: Acquisition Date Where to find it: On your Form 1099-B

AR OMB NO. 1545-0715
This is the exercise date, purchase date, Srogs Brocesds less commissions and option ae
Short Term - Covered Sec! ie checked for this section. box A checked.)
or release date for the shares. The CoST OR ACCRUED NARKET WASH SALE 105 FEDERAL INCONE
DESCRIPTION (Box 1a) HER BASIS DISCOUNT DISALLOWED ~ GAIN/LOSS) ' 1aX WITHHELD
. e . . QUANTITY ——— (Box 1e) (Box 1f) (Box 1g) AMOUNT (Box 4)
acquisition date is displayed as Date En
10.000| 01131725 %;gg $3,859.61 $1,942.59 $0.00 $0.00 $1,917.02 $0.00
. . 40.000) 01131725 $15,010.52 $7.770.36 $0.00 $0.00 $7.240.16. $0.00
Acquired on Box 1b of Form 1099-B. This sacuty susoa_ oo fen  dme %% %o wimie B
Total Short Term Covered Securifies $18,870.13 $9,172.95 $0.00 $0.00 $9,157.18 $0.00
information is also included in the Stock Short Term - ies F o
) e o oonered e
Plan Transactions Supplement under the DESCRIPTION (Box ) calllE | OATE bmocemDs  orySOSROR ACCRUEDNARKET WASHSALELOSS Gy oss) PEDERALINCONE
QUANTITY | “(gox 1b) | (Box 1c) (Box 1d) (Box 1e) (Box 1) (Box 19) AMOUNT (Box 4)
“ H ” Demone CLA USIP: 46120E602 Symbol: DEMO
Date Acquired” column. Tax software s e | e s ot
2000 oz2025 | ow2e25 $745.82 $773.18 0.00 50.00 _(s21.36). $0.00
“ H H ” Security Subtotal  6.00¢ $2,259.61 $2,326.06 $0.00 $39.09 ($66.45) $0.00
may aSK for Date optlon exerCISGd or Total Short Term Noncovered Sefurities $2,259.61 $2,326.06 $0.00 $39.09 ($66.45) $0.00
“Date Of aCQUISItlon" Long Term - Covered Secfrities (cchsider ox t0IRS) section. box D checked.)
DESCRIPTION (Box 1a) ACQUIRED SOLI PROCEEDS 'OTHER BASIS DISCOUNT DISALLOWED GAIN/(LOSS) * ~TaX WITHHELD
QUANTITY | ™" (gox 1b) | (Box 1¢) (Box 1d) (Box 1) (Box 19) AMOUNT (Box 4)

Where to find it: On your Stock Plan Transactions Supplement
E¥%TRADE

from Morgan Stanley

)Stock Plan Transactions Supplement

This i you with additional inf ti b tions that is not reported to the IRS on your Form 1099-B.
Date Acquired
Reporting Period: January 1, 2025 - December 31, 2025 Download Date: 08/18/2025
Date Sold or Form 10995 Adjustment  Adjusted Adjusted  C2ERl Covered/  Grant
symbol  ob. | Datescquired |PFEUNST TotalProceeds  FEUT LIS Amomt  ComBese  GamiLow) SO Noncoerea  Type  CromtNumber
oEMO 1 o1/a1/2005  par2rra0zs s3gs061 104250  S183061 5378220 ST741 Short  Coverd  ESPP ESPP
oEMO s 01312055 202025 s1501052  $777036  §735844  S1512880  (311828) Short Coversd  ESPP ESPP
DEMO ws 4 0271072025 |2/20/2025 $1513.79 $1552.88 s000% $1552.88 ($3909) Short  Non-Covered RSU 212827
DEMO 2 02/29/2025 |p4/29/2025 $745.82 $77318 30007 $77318 ($27.36) Short  Non-Covered RSU  R025498
oEMO 0272012025 fpr2072025 s37804 20033 8036 s37959 (6165 Long Coversd  NQ  RO1S368
e/

Where to find it: On your Form 1099-B

Step 2: Sale Date
1099-BPROCEEDS FROM BROKER AND BARTER EXCHANGE TRANSACTIONS OMB NO. 1545-0715
This is the date you sold the shares. You Sross Proceeds less commissions and optionpremiume e DATE |

. . . Short Term - Covered Securities (consider sox 12 (Basis Reporte] SOLD lsecton. box A checked)
should have received a trade confirmation | .cccurmonoca acallls (Box 1c) JECRUeplanier WABsELeE  camoss IR
(Box 1¢) g — (Box 4)

QUANTITY ™ (gox 1b) (Box 11) (Box 1g)

for this transaction. Sale date is displayed oemoecin SRR Simbl: 0210
g oonm[Emz | gma wes ze zm oswm oem
. 0000 0USI2S g 7 240-
as “Date Sold or D|Spgsed " on Box 1c of Security Subtotal_50.000 $18.870.13 5971295 5000 $0.00 $9,157.18 5000
Total Short Term Covered Securities $18,870.13 $9,172.95 $0.00 $0.00 $9,157.18 $0.00
Form 1099-B. The information is also Short Term - i SO e
{eporedon Form 8340 Part it box B checked)
included in the Stock Plan Transactions oescrpTION Box 19 AcaURED | S6lo | PROCEEDS  omufmencs < bRCOUNT "“heALfonSs  CANILose) Ak miele
QUANTITY " (Box 1b) | (Box 1c) (Box 1d) (Box 1e) (Box 1) (Box 1g) AMOUNT (Box 4)
“ Demolnc CLA csip: 461208602 Symbol: DEMO
Supplement under the “Date Sold or o0 oons | | sz sz o0 e s s000
2000 022925 04129125 _$74582 $773.18 0.00 $0.00 (827.36) $0.00
H ” Security Subtotal  6.000 $2,259.61 $2,326.06 $0.00 $39.09 ($66.45) $0.00
D ISposed CO| umn. Total Short Term Noncovered Securities $2,259.61 $2,326.06 $0.00 $39.09 ($66.45) $0.00
Long Term - Covered ities  (Cogsider Box IR d D checked)
o oaTE COSTOR ACCRUED MARKET WASH SALE LOSS FEDERAL INCOME
DESCRIPTION (Box 1a) ACQUIRED SOLD PROCEEDS  oTHER BASIS DISCOUNT DISALLOWED ~ GAINILOSS) =" 7aX WITHHELD
QUANTITY (Box 1b) | (Box 1c) (Box 1d) (Box 1e) (Box 1f) (Box 1g) AMOUNT (Box 4)
Do e CLA - Symbol: D=0
Where to find it: On your Stock Plan Transactions Supplement
E¥TRADE

from Morgan Stanley

)Stock Plan Transactions Supplement

This document provides you with additional information about your 2025 4 ot reported to the IRS on your Form 1099-B.

Date Sold or
Disposed

Reporting Period: January 1, 2025 - December 31,2025 Download Date: 08/18/2025

Date Soldor Coptel Comraal  Grant

Form 10998 Adjustment  Adjusted
‘Amount

Smbol . Owencaie] ORESST Joroceets IS A AR, B e S Conthume
w0 o formams | e siows  seme  svmm  sre swe  coess £ s

w ousvzos fowsmnos | ssoose siross  siaeas  siswes0 12 swen  Coesa  ESR ESPR

DEMO WS 4 02/10/2025 |02/20/2025 $1513.79 $155288 WDU2 $1,552.88 (33909) Short  Non-Covered RSU 212827
DEMO 2 02/29/2025 |04/29/2025 $745.82 $77318 30007 77318 ($27.36) Short  Non-Covered RSU  RO025498
Voo oo ) wveon | wmom | s sve | (16w Lws  Gewed | NG Rolsass
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Assemble Your Transaction Details

Step 3: Cost Basis Where to find it: On your Form 1099-B
This is the price you paid to acquire the 1099-B_PROCEEDS FROM BROKER AND BARTER EXCHANGE TRANSACTIO| OMB NO. 1545-0715
. L. Gross Proceeds less commissions and option premiums on stocks, bonds, etc. con "6 (Reporte to IRS) for all pton ransactons
shares, after adjustments for commissions Consier I o COST OR
Short Term - Covered Securities (Consider Box 12 (Basis Reported to IRS) as OTHER BASIS | rom o4 Part 1 vith box A checked.)
nd fees, wash sales, dividen DESCRIPTION (Box 1a) ACQURED  soLb PROCEEDS | orHER BASIS Box 1e GAIN/(LOSS) ' TAX WITHHELD
a df h I d d d DATE DATE COST OR ( ) FEDERAL INCOME
’ ’ QUANTITY "~ “(Box 1b) _(Box 1c) (Box 1d) (Box 1e) AMOUNT (Box4)
reCIaSSIflcatlonS’ and Corporate aCthnS. For e 10000 0131725 CUE%EZEZUEGDZ 53.659615y% $0.00 $0.00 $1,917.02 $0.00
noncovered securities, this may* also include cysus oo b | doris o wn i ]
’ Total Short Term Covered Securities $18,870.13 $9,172.95 $0.00 $0.00 $9,157.18 $0.00
the ordinary income that your employer Short Term - ities #
e o Coereg Seoy
reported to the IRS as a result of acquiring or | sescrerion oxta) ncabide  BBTE proceeps | omugoRnon [CRVEDMASKET WASHSALELOSS  camuoss) FEDERALICONE
) D UANTITY ““(Gox 1) (Box 1) (Box 1d) (Box 1e) (Box 1) (Box 1g) AMOUNT (Box4)
selling the shares. Your cost basis is S o0 o s s;ms" " me oo s o m
i - H curity Subtotal 6,000 52, §2,326.06 $0.00 $39.00 (566.45) 50.00
dlsplayed on BOX 1e Of Form 1099 B and n TolalShorTell:ny:o:c:ere;‘::cumles 822,2255;.:1 $2,326.06 $0.00 $39.09 ($66.45) $0.00
the Stock Plan Transactions Supplement . (Conster o 12 (55 Reporas o . st ’
pp, Heng T e S e aere coeron NeemmaMAer Wath oALE togs enei MeowE
under the “Form 1099-B Cost Basis” column. PEOCTIPTIONE™ qumwrry AQaRED st laecta | OTMEREASS | DSCOUNT | DISALOWED  SMoun TAXWTHHELD
- Adi i Where to find it: On your Form W-2 from your employer (Box 14, if
ep 4: Adjustment to cost basis YA y y
For covered securities, the cost basis included)
reported on Form 1099-B will not include any 9 Verfication code 10" spendent care bensfits
adJUStmentS for 0rd|nary Income’ SO you may Suff.| 11 Nonqualified plans !2a See instructions for box 12
need to identify how much of the ordinary ]

Stalifory  Retiement  Third-par
B, k™ | 12b

(compensation) income reported on your /ﬁ%\& [ |
Form(s) W-2 is attributable to the stock you 14 Other e |
sold in order to adjust your cost basis for 12d
those shares. : |

etc. |17 State income tax 18 Local wages, tips, etc. | 19 Local income tax 20 Locality name|
On the Form W-2 or 1099-NEC, the
compensation income for the shares sold is
combined with your wages and other
compensation in the year of purchase and/or Where to find it: On your Stock Plan Transactions Supplement (for E*TRADE)
sale.

EXTRADE

Because it may be difficult to determine how /Stock Plan Transactions Supplement

This document provides you with additional information about your 2025 Stock Plan Transactions that is not reported to

much of the income in Box 1 of Form W-2 is
attributable to the stock you sold, your

Adjustment
Reporting Period: January 1, 2025 - December 31, 2025 Amount

8/18/2025

. Smbol  Qy. Dstescauired DRSSO Towiproceeds o, 1922 s, Corredl Gt GranNumber
employer may have given you a separate
statement detailing this information or may w s ovsns  ssowse  smoss | ass | ssizme sz sen coess e e

H H H H DEMO WS 4 02/10/2025 02/20/2025 $151379 $1552.88 50002 $1552.88 ($3909) Short  Non-Covered RSU 212827
have listed this income separately for you in .
Box 14. oemo PR —— s sz0 s | samaes (169 Lo Cowred NG RoLS3E

You can also find the amount of ordinary
income that your employer reported to us as
resulting from the acquisition and/or sale of
your covered securities on the Stock Plan
Transactions Supplement under "Adjustment
Amount."

If you engaged in more than one transaction
during the year, you would need to know this
amount for each separate transaction. Tax
software may ask for “Compensation income”
or “Ordinary income.”

* It is your responsibility to validate these amounts against the Form W-2 or other documents provided by your employer, as well
as information from other broker-dealers, before you determine how to include them in your tax return filing.
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Assemble Your Transaction Details

Step 5: Sale proceeds Where to find it: On your Form 1099-B

1099-BPROCEEDS FROM BROKER AND BARTER EXCHANGE TRANSACTIONS OMB NO. 15450715
YOU r Sale proceeds are the amou nt Gross Proceeds less commissions and option premiums on stocks, b,
bbbty
received from the sale of shares, less any Short Term - Covered Securities. (corsdersor 12 Gass smegioreyssbn]| P ROCEEDS
DATE  DATE (Box 1d) IASH SALE LOSS FEDERAL INCOME
. . . DESCRIPTION (Box 1a) ACQUIRED SOLD PROCEEDS 0] DISALLOWED GAIN/(LOSS) * TAX WITHHELD
applicable fees, commissions, or taxes. vy “goxn) ot _|__Box1d) (Goxt __AMOUNT @)
H H H H 10.000 01131125 0227125 $3,859.61 $1,942.59 $0.00 $0.00 $1,917.02 $0.00
This amount is displayed in Box 1d of e taE Gmm | S | usew £% 0o aw o0
Security Subtotal 50.000 $18,870.13 $9,712.95 $0.00 $0.00 $9,157.18 $0.00
1 H 1 Total Short Te Ci d S iti $18,870.13 $9,172.95 $0.00 $0.00 $9,157.18 $0.00
Form 1099-B and is also included in the otal Short Term Govered Securities
. Short Term - ities * Box
AR sehii
Stock Plan Transactions Supplement COSTOR ACCRUED MARKET WASH SALE L0SS FeoeraL mcowe
DESCRIPTION (Box 1a) quanTiTy ACQUIRED SOLD FR?,?,,E,E.?,,S, PTHER BASIS DISCOUNT DISALLOWED G":”&‘b%s:r) TAX WITHHELD
w » Boriy_(Borio Tonse, o ot o
under “Total Proceeds.” Tax software may |w=e e s
« » 4,000 02110725 02/2025 $1513.79 315.552 88 0.00 Sssg gg gg; l;z)) $0.00
ask for “Gross proceeds from the sale. secuty susont_ o0 re | oo a5 oo sansn oo
Total Short Term Noncovered Securities $2,259.61 $2,326.06 $0.00 $39.09 ($66.45) $0.00
Long Term - Covered Securities (consider Box 12 (Bask Reported to section. 1 )
DESCRIPTION (Box 1) ACQUIRED SOLD PROCEEDS  |oTHER BASIS DISCOUNT DISALLOWED ~ GAINILOSS) " 7aX WITHHELD
QUANTITY "“(gox'1b)  (Box Tc) (Box 1d) (Box 1e) (Box 1f) AMOUNT (Box 4)
Where to find it: On your Stock Plan Transactions Supplement
E¥TRADE

from Morgan Stanley
)Stock Plan Transactions Supplement

This document provides you with additional information about your 2025 Stock Plan Tral

the IRS on your Form 1099-B.

Download Date: 08/18/2025

Total Proceeds

Reporting Period: January 1, 2025 - December 31, 2025

Smbsl G Dwehcied OfESHdSY mems M f fages, B comenl G Ganttumer
(O —— G R o e [ —
(SO [ BN e [

DEMO WS 4 02/10/2025 02/20/2025 $1513.79 $155288 wwz $1552.88 ($39.09) Short  Non-Covered RSU 212827
DEMO 2 02/29/2025 04/29/2025 $745.82 $77318 30002 $773.18 ($27.36) Short  Non-Covered RSU  R025498
Cmanzs wazs || wmn| | wom | wess || e iow s cows w2 ere

o e B P PR R _ R
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Frequently Asked Questions

When | sold my stock, the sale price was below
the FMV of the stock on the purchase date. Why
did my employer report ordinary (compensation)
income based on the FMV?

When you engage in a disqualifying disposition of
shares from a plan that is qualified under Section
423, your employer is required by tax law to report
the difference between the fair market value of the
stock on the purchase date and the amount you paid
for the stock as ordinary (compensation) income.
This is required even if the stock was sold for less
than the FMV on the purchase date. If the sale price
is lower than the FMV, the difference may be
reportable as a capital loss, subject to the wash sale
and other rules.

The same is required for ESPP shares purchased
from a plan that is not tax-qualified under Section
423. For these shares, your employer is also
required to report the difference between the FMV of
the stock on the purchase date and the amount you
paid for the stock as ordinary income. This amount
is reported on Form W-2 or 1099-NEC in the year of
the purchase. If the sale price is lower than the
FMV, the difference may be reportable as a capital
loss, subject to the wash sale and other rules.

How could | have a long-term capital gain or loss
on a sale that is a disqualifying disposition?

The holding periods to qualify for favorable tax
treatment under Section 423 are different than the
holding period for long-term capital gains purposes.
It is possible to meet the long-term capital gains
holding period but still not have met the holding
period for the disposition to qualify for favorable tax
treatment.

To qualify for favorable tax treatment under Section
423, you must hold the stock for more than two
years from the grant date and more than one year
from the date of purchase.

Employee Stock Purchase Plan (ESPP)

However, for the gain or loss on your sale to be
taxed as long term, you only need to hold the stock
for more than one year after purchase. For example,
an individual enrolls in his employer’s qualified
employee stock purchase plan on January 1, 2025,
and purchases stock under the plan on June 30,
2025. For the sale to be a qualifying disposition, they
must hold the stock until January 2, 2027 (more than
two years after grant date). But for the gain or loss
on the sale to be considered long term, they only
need to hold the stock until July 1, 2026 (more than
one year after the purchase date). If they sell stock
at any time between July 1, 2026, and January 1,
2027, the sale will be considered a disqualifying
disposition, but any capital gain or loss reported on
the sale will generally be considered long term.

Does the cost basis that appears on the Form
1099-B for my ESPP shares reflect all necessary
adjustments?

No, the cost basis that appears on Form 1099-B for
your ESPP shares does not reflect any adjustments
that may apply because you recognized ordinary
(compensation) income when you acquired or sold
the shares. As a result, you may want to consider
whether an adjustment to the cost basis is
applicable when you complete your tax return(s).
For additional information on your cost basis and
possible cost basis adjustments, refer to the Stock
Plan Transactions Supplement available through
E*TRADE from Morgan Stanley. This can be found
at etrade.com/tax or the Documents page on
etrade.com. Please also consult your tax advisor to
determine how to prepare and file your tax return.

MORGAN STANLEY AT WORK 12



Frequently Asked Questions

What happens if | don’t sell the stock on the
same day | exercise it?

For ISOs, ordinary income is not recognized until
you sell the resulting shares. If you decide to hold
the shares, this typically allows you to defer any
ordinary income recognition until the sale date.
Furthermore, if your sale is a qualifying disposition
there will typically be no ordinary income
recognized.

If the shares are held for more than one year from
the exercise date and more than two years from the
grant date, any gain will typically be taxed as long-
term capital gains. If you sell shares from your ISO
exercise within one year of the exercise date, any
gains or losses from the sale will be considered
short-term, and gains will be taxed at ordinary
income tax rates (as the sale of shares was a
disqualifying disposition due to not meeting the ISO
holding requirements).

The following example shows the implications of
exercising incentive stock options and holding the
resulting shares beyond the exercise date:

EXAMPLE: An employee exercises 1,000 shares of
an incentive stock option on July 15. His option price
was $10 per share (his total exercise price was
$10,000). The fair market value of the stock on the
exercise date was $15 per share. Because this was
an I1SO exercise, he did not recognize any ordinary
income at the time of the exercise.

Later, he sells the stock when the fair market value
of the stock is $20 per share (his total sale price was
$20,000). He paid fees and commission of $100 for
the sale.

If the sale occurs within one year of the exercise
date, the sale will be considered a disqualifying
disposition, and his capital gain will be considered
short-term. In a disqualifying disposition, he would

Incentive Stock Options (ISO)

recognize $5,000 in ordinary income ($15 FMV on
date of exercise — $10 exercise price = $5 x 1,000
shares = $5,000). He would have recognized a
short-term capital gain of $4,900: sales price of
$19,900 ($20,000 - $100) less the exercise price of
$10,000 ($100 x 1,000 shares) less the ordinary
income amount of $5,000.

If the sale occurs more than two years after the
grant date and more than one year after the exercise
date, the sale will be a qualifying disposition, and his
capital gain will be considered long-term. Because
the sale is considered a qualifying disposition, he
would not recognize any ordinary income. He would
recognize long-term capital gains of $9,900: Sales
price of $19,900 ($20,000 - $100) less his exercise
price of $10,000 ($100 x 1,000 shares).

Does the cost basis that appears on the Form
1099-B for my ISO shares reflect all necessary
adjustments?

No, the cost basis that appears on Form 1099-B for
shares acquired through an ISO exercise does not
reflect any ordinary income adjustments that may
apply if you recognized ordinary (compensation)
income when you sold the shares. As a result, you
may want to consider whether an adjustment to the
cost basis is applicable when you complete your tax
return(s). For additional information on your cost
basis and possible cost basis adjustments, refer to
the Stock Plan Transactions Supplement available
through E*TRADE from Morgan Stanley. This can
be found at etrade.com/tax or the Documents page
on etrade.com. Please also consult your tax advisor
to determine how to prepare and file your tax return.
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Frequently Asked Questions

The income that my employer reported on Form
W-2 does not equal the difference between my
total exercise price and sales price. Did my
employer report the wrong amount of income for
my exercise on my Form W-2?

Typically, the amount of income reported on your
Form W-2 is the difference between your exercise
price and the value of the stock on the date of
exercise. If you sold your stock on a date after the
date of exercise, the Form W-2 income will not
include any gain or loss from the date of exercise
through the date of sale. Even if you sell your stock
on the date of exercise, the price used for your Form
W-2 income may be different than the price at which
the stock is sold. When determining the value of the
stock for Form W-2 income purposes, some
employers use the closing or average price on the
day the exercise occurred. Other employers use the
closing price of the preceding day, while others may
use the actual sales price. These could be the
reason for any difference. For further information,
contact your employer.

The Form 1099-B that | received from E*TRADE
from Morgan Stanley does not reflect federal
withholding for the purchase of my option
shares. Is this an error?

No, the withholding for the transaction should be
included on the Form W-2 you received from your
employer.

What happens if | don’t sell the stock on the
same day | exercise it?

Typically, for non-qualified stock options ordinary
income is recognized at the time of exercise, and a
capital gain or loss is recognized at the time of sale.
If you sell your exercised shares within one year of
exercise, your capital gain or loss is considered
short term. However, if you hold the exercised
shares for more than a year before selling them, the
capital gain or loss is considered long term, and

Nonqualified Stock Options (NQ)

long-term capital gains may be taxed at a lower rate.

The following example shows the potential
implications of exercising non-qualified stock options
and holding the resulting shares beyond the
exercise date:

EXAMPLE: An employee exercises 1,000 non-
qualified stock options on July 15. His option price
was $10 per share (his total option price was
$10,000). The fair market value of the stock on the
exercise date was $15 per share. In the year he
exercises the stock options, his Form W-2 would
report $5,000 of ordinary income ($15 — $10 = $5 x
1,000 shares = $5,000).

Does the cost basis that appears on the Form
1099-B for my NQ shares reflect all necessary
adjustments?

No, the cost basis that appears on Form 1099-B for
shares acquired through an NQ exercise does not
reflect any ordinary income adjustments that may
apply because you recognized ordinary
(compensation) income when you acquired the
shares. As a result, you may want to consider
whether an adjustment to the cost basis is
applicable when you complete your tax return(s).
For additional information on your cost basis and
possible cost basis adjustments, refer to the Stock
Plan Transactions Supplement available through
E*TRADE from Morgan Stanley. This can be found
at etrade.com/tax or on the Documents page on
etrade.com. Please also consult your tax advisor to
determine how to prepare and file your tax return.
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Frequently Asked Questions

What is a restricted stock award (RSA)?

A restricted stock award is stock that is issued to
employees (and directors or other independent
contractors) but is subject to certain temporary
restrictions. The most common of these is that the
stock must be returned to the employer (i.e.,
forfeited) if employment is terminated prior to a
specified date. Further, the stock may not be sold,
pledged, transferred or assigned during the period of
the restriction.

What is a performance stock award (PSA)?

A performance stock award is a type of restricted
stock award in which rights to the shares are
contingent upon the achievement of certain pre-
established performance goals. If the performance
goals are met, the employee (or service provider)
has a right to receive stock associated with the
award.

When is ordinary income (reported on Form W-2
or 1099-NEC) for the stock award recognized?

Generally, an RSA or PSA is taxable as ordinary
income at the time that the award vests. The amount
of income will typically be the difference between the
fair market value (FMV) of the stock at the time of
vesting over the amount paid for the stock (i.e., the
award price), if any. The ordinary income recognition
may be accelerated to the grant date with a timely
Section 83(b) election for RSA or PSA, if your
employer allows. Consult your tax advisor.

EXAMPLE: Jane Doe is awarded 1,000 shares of
restricted stock on December 5, 2023. She does not
file a Section 83(b) election. The stock vests in three
years on December 5, 2026, when it is trading at
$30 per share. She will recognize $30,000 in
ordinary income in 2026.

Restricted Stock Awards or Performance

Stock Awards (RSAs/PSAs)

How will my employer report ordinary income
from the RSA or PSA?

Your employer should report the ordinary income on
your Form W-2, Wage and Tax Statement. It should
be included in Box 1 as part of your total wages and
compensation, Box 3 (Social Security wages) as
applicable, and Box 5 (Medicare wages). Also, your
employer may include it in Box 14. In the case of
non-employees, the income will be reported on
Form 1099- NEC in Box 1.

How is dividend income paid on unvested
awards reported?

Dividends on unvested RSAs and PSAs are treated
as compensation income and will be reported by
your company on Form W-2, not by Morgan Stanley
on Form 1099-DIV.
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Frequently Asked Questions

Does the cost basis that appears on the Form
1099-B for my RSA or PSA shares reflect all
necessary adjustments?

New for tax year 2025: If your RSA and PSA shares
had an award price of $0, the cost basis that
appears on Form 1099-B reflects the amount you
paid to acquire the shares ($0) plus any ordinary
income associated with the shares, as provided to
us by your employer. It is your responsibility to
validate these amounts against the Form W-2 or
other documents provided by your employer, as well
as information from other broker-dealers, before you
determine how to include them in your tax return
filing.

If your RSA or PSA shares had an award price
greater than $0, the shares are considered covered
securities, and the cost basis that appears on Form
1099-B does not reflect any ordinary income
adjustments that may apply because you recognized
ordinary (compensation) income when you acquired
the shares. As a result, you may need to determine
whether an adjustment to the cost basis is
applicable when you complete your tax return(s).
For additional information on your cost basis and
possible cost basis adjustments, refer to the Stock
Plan Transactions Supplement available through
E*TRADE from Morgan Stanley. This can be found
at etrade.com/tax or on the Documents page on
etrade.com. Please also consult your tax advisor to
determine how to prepare and file your tax return.

If | sell my restricted stock or performance stock
immediately once its restrictions lapse, do |
need to report the sale on my tax return?

Yes. Even though the income recognized from the
restricted stock or performance stock will be
included on Form W-2, the sale of the stock is a
separate transaction for tax purposes. In most
cases, the sale would need to be reported on Form
1040, Schedule D and Form 8949.

Restricted Stock Awards or Performance

Stock Awards (RSAs/PSAs)

In determining whether the sale of the restricted
stock or performance stock generated a short-
or long-term capital gain or loss, when does the
holding period begin: when the stock was
issued to me or when it vested?

In most cases, the holding period for RSAs or PSAs
begins when the restrictions lapse at vesting.
Therefore, you would need to hold the shares for
more than a year after vest for any gains to qualify
for long-term capital gains treatment.

In the case of a Section 83(b) election for a
restricted or performance stock award, the holding
period begins on the date when the stock is
awarded, rather than the date when it vests.
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Frequently Asked Questions

What are restricted stock units (RSUs)?

Restricted stock units are similar to restricted stock
awards, but the stock is not issued until the units are
converted into shares after vesting. Because the
stock is not issued prior to vesting, recipients do not
hold voting or dividend rights in the stock prior to
vesting.

What are performance stock units (PSUs)?

Performance stock units are a type of restricted
stock unit in which rights to the units are contingent
upon the achievement of certain pre-established
performance goals. If the performance goals are
met, the employee (or service provider) has a right
to receive units associated with the award.

When is ordinary income (reported on Form W-2
or 1099-NEC) for RSUs or PSUs recognized?

Generally, an RSU or PSU stock unit is taxable as
ordinary income at the time that it vests. The amount
of income will typically be the difference between the
fair market value (FMV) of the stock at the time of
vesting over the amount paid for the stock (i.e., the
award price), if any.

EXAMPLE: Jane Doe is awarded 1,000 units of
restricted stock on December 5, 2023. The units
vest in three years on December 5, 2026, when it is
trading at $30 per share. She will recognize $30,000
in ordinary income in 2026.

How will my employer report ordinary income
from the RSU or PSU?

Your employer should report the ordinary income on
your Form W-2, Wage and Tax Statement. It should
be included in Box 1 as part of your total wages and
compensation, Box 3 (Social Security wages) as

Restricted Stock Units or Performance

Stock Units (RSUs/PSUs)

applicable, and Box 5 (Medicare wages). Also, your
employer may include it in Box 14. In the case of
non-employees, the income will be reported on
Form 1099- NEC in Box 1.

How is dividend income paid on unvested RSUs
or PSUs reported?

Dividend equivalents on unvested RSUs and PSUs,
if your company provides them, are treated as
compensation income and will be reported by your
company on Form W-2, not by Morgan Stanley on
Form 1099-DIV.
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Frequently Asked Questions

Does the cost basis that appears on the Form
1099-B for my RSUs or PSUs reflect all
necessary adjustments?

New for tax year 2025: If your RSUs and PSUs had
an award price of $0, the cost basis that appears on
Form 1099-B reflects the amount you paid to
acquire the shares ($0) plus any ordinary income
associated with the shares, as provided to us by
your employer. It is your responsibility to validate
these amounts against the Form W-2 or other
documents provided by your employer, as well as
information from other broker-dealers, before you
determine how to include them in your tax return
filing.

If your RSUs or PSUs had an award price greater
than $0, the shares are considered covered
securities, and the cost basis that appears on Form
1099-B does not reflect any ordinary income
adjustments that may apply because you recognized
ordinary (compensation) income when you acquired
the shares. As a result, you need to determine
whether an adjustment to the cost basis is
applicable when you complete your tax return(s).
For additional information on your cost basis and
possible cost basis adjustments, refer to the Stock
Plan Transactions Supplement available through
E*TRADE from Morgan Stanley. This can be found
at etrade.com/tax or on the Documents page on
etrade.com. Please also consult your tax advisor to
determine how to prepare and file your tax return.

If | sell my RSUs or PSUs immediately once they
vest, do | need to report the sale on my tax
return?

Yes. Even though the income recognized from
vesting will be included on Form W-2, the sale of the
shares is a separate transaction for tax purposes. In
most cases, the sale would need to be reported on
Form 1040, Schedule D and Form 8949.

Restricted Stock Units or Performance

Stock Units (RSUs/PSUs)

In determining whether the sale of the RSUs or
PSUs generated a short- or long-term capital
gain or loss, when does the holding period
begin: when the stock was issued to me or when
it vested?

The holding period begins when the stock is
released to you (once units convert to shares),
which may be after the vesting date.
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Frequently Asked Questions

Can you provide an example showing taxation
for a SAR exercise and the subsequent sale of
shares acquired through that exercise?

Jane Doe, is granted 3,000 SARs by her company
on September 5, 2023, when the value of the
company stock is $20/share. Jane exercises alll
3,000 SARs when they vest two years later, on
September 5, 2025. On that date, the company
stock is valued at $30/share. The appreciation value
for her SARs is therefore $10/SAR ($30 — $20 =
$10), for a total of $30,000 ($10 x 3,000 SARS).
Jane receives 1,000 shares of stock as a result of
the exercise (appreciation value of $30,000/per-
share market value of $30 = 1,000 shares). Jane
immediately sells all shares from the exercise. She
recognizes ordinary (Form W-2 or Form 1099-NEC)
income equal to the appreciation value of $30,000
but recognizes no capital gain or loss from the sale,
because the proceeds from the sale were equal to
her cost basis (the ordinary income amount reported
on Form W-2 or Form 1099-NEC).

Is the amount of taxable ordinary (Form W-2 or
1099-NEC) income based on the value of the
stock on the grant date for my SARs or the
exercise date?

You need to know both values to determine the
amount of ordinary (compensation) income. In most
cases, you will recognize as ordinary
(compensation) income an amount that is equal to
the difference between the value of the employer’s
stock on the date of exercise and the value on the
date of grant. See example above.

Is the income | recognize from SAR considered a
capital gain or ordinary income?

The full value (fair market value less price paid, if
any) of the shares you receive from a SAR exercise
is taxed as ordinary income in the year of the
exercise. Any appreciation or depreciation in value
of the stock from the exercise date through the sale
date would be capital gain or capital loss,
respectively.

Stock Appreciation Rights (SARs)

What is my cost basis for SAR shares?

Although there is no acquisition cost for shares
acquired through a SAR exercise, you may be able
to report the full fair market value of the shares at
the time of the exercise as the cost basis, provided
this amount was recognized as ordinary
(compensation) income.

New for tax year 2025: Beginning in 2025, although
SAR shares remain noncovered securities, the cost
basis shown on Form now includes the ordinary
income recognized at exercise and may also
include broker-applied adjustments such as
commissions and fees, wash sales, dividend
reclassifications, or corporate actions. Certain other
adjustments may still need to be addressed on your
tax return. It is your responsibility to validate these
amounts against the Form W-2 or other documents
provided by your employer, as well as information
from other broker-dealers, before you determine
how to include them in your tax return filing.

Because shares acquired through the exercise of a
SAR are considered noncovered securities, cost
basis is not reported to the IRS by E*XTRADE from
Morgan Stanley.

If | sell my SAR shares immediately upon
exercise, do | need to report the sale on my tax
return?

Yes, even though the income recognized from the
SAR exercise will be included on Form W-2, the
sale of the resulting shares is a separate transaction
for tax purposes. Generally, the sale should be
reported on your US Individual Income Tax Return
(Form 1040), Schedule D and Form 8949 in the year
of sale.
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Frequently Asked Questions

Stock Appreciation Rights (SARs)

Is the income from a SAR exercise subject to
payroll taxes?

Yes, ordinary income recognized from exercising the
SAR is subject to income tax withholding and payroll
taxes such as Social Security and Medicare.

How will the income from a SAR exercise be
reported to me?

Your employer should report the ordinary income on
your Form W-2, Wage and Tax Statement. In the
case of non-employees, the income should be
reported on Form 1099-NEC in Box 1.

In determining whether the sale of the stock
generated a short- term or long-term capital gain
or loss, when does the holding period begin:
When the SAR was granted or when it was
exercised?

The holding period for shares acquired through a
SAR exercise begins on the exercise date. You
would need to hold the shares for more than a year
after your exercise date for any gains upon sale to
qualify for long-term capital gains or loss treatment.

| also received cash-settled SARs. Why didn’t |
receive a Form 1099-B after | exercised those?

With cash settled SAR transactions, you receive the
cash value of the stock. There is no sale of stock
and therefore a Form 1099-B would not be
generated. Instead, the cash value you receive
would reflect on your Form W-2 or Form 1099-NEC,
similar to a bonus payment.
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Have Questions?

If you have questions on:

Form W-2:

Contact your company’s payroll department.

IRS Tax Forms:
Visit your local IRS office, call 800-TAXFORM, or go to www.irs.gov

Morgan Stanley at Work Documents:

From the Complete View page, select At Work > Tax Center > Resources and support

This information should not be construed as legal, accounting, or tax advice. You should review your personal circumstances with
your legal, accounting, or tax advisor. E*TRADE from Morgan Stanley, its affiliates, and its employees do not provide legal,
accounting or tax advice.

The information contained in this document applies only to persons who are subject to tax in the US and it applies only to your US
federal income tax return. Purchases of stock under an employee stock plan and sales of that stock are reported differently in non-
US tax jurisdictions and may be reported differently on your state income tax return. Tax laws are complex and subject to change.
This information is based on current federal tax laws in effect at the time this was written.

The information contained in this document assumes that any fees or commissions associated with the sale are deducted from the
sales proceeds reported on Form 1099-B. Morgan Stanley Smith Barney LLC (“MSSB”) always deducts the fees and commissions
from the sales proceeds reported on your Form 1099-B; consult a tax advisor if your broker did not.

The information contained in this document assumes that your employer has properly reported the income from your exercise and
sale on your Form W-2. If your employer did not do this, or if you have any questions concerning the information on your Form W-2,
you should consult your employer and/or tax advisor.

The information published herein is of a general nature and has been summarized for presentation to a large audience. It is not a
complete discussion of all aspects of the laws, rules, regulations, standards, and principles that govern how employee stock option
information is reported on tax documents provided to you and how it should be reported on your tax re- turn. The contents are
neither designed nor intended to be relied upon, and should not be considered legal, accounting or tax advice. Your specific situation
may involve circumstances that cause the laws, rules, regulations, standards, and principles described herein to apply differently.
You should consult your own legal, accounting and tax advisors before deciding what, if any, course of action to take.

This is not an offer to sell or a solicitation of an offer to buy securities, products or services, by any person or entity in any jurisdiction
or country where such distribution or use would be contrary to law or regulation.

Employee stock plan solutions are offered by E*XTRADE Financial Corporate Services, Inc., Solium Capital LLC, Solium Plan
Managers LLC and Morgan Stanley Smith Barney LLC (“MSSB”), which are part of Morgan Stanley at Work.

Morgan Stanley at Work services and stock plan accounts are provided by wholly owned subsidiaries of Morgan Stanley.

Morgan Stanley at Work stock plan accounts were previously referred to as Shareworks, StockPlan Connect or E*TRADE stock plan
accounts, as applicable.

In connection with stock plan solutions offered by Morgan Stanley at Work, securities products and services are offered by MSSB,
Member SIPC.

E*TRADE from Morgan Stanley is a registered trademark of MSSB.
All entities are separate but affiliated subsidiaries of Morgan Stanley.

Content and services available to non-US participants may be different than those available to US participants.
© 2025 E*TRADE from Morgan Stanley. All rights reserved.
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