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I.

Introduction / Overview

In connection with your investment at Prosper, you may receive 1099-OID, 1099-MISC, and 1099-B tax
forms for Fiscal Year 2015 (“FY 2015”).
This Tax Guide is designed to provide general information about the tax forms and answers to frequently
asked tax questions. Prosper does not provide tax, financial or legal advice and this document is not
intended to be tax, financial or legal advice. Prosper recommends that you consult your financial or tax
advisor if you have any questions.
2015 1099 forms will become available no later than February 1, 2016. The forms will be posted
electronically to your Prosper Account under My Account > History > Statements and will not be mailed
unless you have properly revoked your consent to receive such forms electronically. It is your
responsibility to check your account and review all information provided before filing your tax return.
Overview of Tax Forms Provided by Prosper (1):

Form Name

Description

1099-OID



Interest accrued in FY 2015

1099-MISC



Late Fees received in FY 2015

1099-B (Short Term)



Recoveries, charge-offs and debt sales that occurred in FY
2015 with respect to notes you held less than one year.

1099-B (Long Term)



Recoveries, charge-offs and debt sales that occurred in FY
2015 with respect to notes you held one year or longer.

(1)

Note that investors may only receive select forms as applicable to their account and financial situation

The IRS will match the amounts reported on the tax forms listed above to the amounts reported on your
tax return through your tax ID number. Prosper will not report charge off details to the IRS – the
information is provided solely for your reference.
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II.

1099-OID

You will receive a Form 1099-OID if you hold Prosper notes that accrue at least $10 of OID in FY 2015,
net of any Prosper fees. OID stands for original issue discount, which is a form of interest. Box 1 of the
Form 1099-OID indicates the amount of OID that accrued on your Prosper notes in FY 2015, net of any
Prosper fees.
Generally you are required to report the amount in Box 1 on the interest line of Form 1040EZ, Form
1040A, Form 1040, and (if required) Schedule B. OID is generally taxed at your marginal ordinary
income tax rate.
The IRS requires Prosper to calculate the interest we pay on our notes with a mathematical formula.
Because the amount in Box 1 is based on a formula, the amount in Box 1 may be higher or lower than the
amount of interest you actually received on the notes in FY 2015. Nevertheless, the amount in Box 1 is
generally the amount of interest you are required to report on your return.
Prosper recommends that you consult your financial or tax advisor if you have any questions.

4
This Tax Guide is designed to provide general information about the tax forms and answers to frequently asked tax questions.
Prosper does not provide tax, financial or legal advice. This information is general and educational in nature and should not be
considered tax, financial, or legal advice. Prosper recommends that you consult your financial or tax advisor if you have any
questions.

Phone: 1-877-646-5922

III.

1099-MISC

You will receive a Form 1099-MISC if you receive at least $600 of late fee income in FY 2015, net of any
Prosper fees. Box 3 of indicates the amount of late fees that you received in FY 2015, net of any Prosper
fees. Generally you are required to report the amount in Box 3 on the Other Income line of Form 1040
(line 21). If you have late fee income, you should not use Form 1040EZ or Form 1040A. Your income
from late fees is generally taxed at your marginal ordinary income tax rate. Prosper recommends that you
consult your financial or tax advisor if you have any questions.
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IV.

1099 B

You will receive a Form 1099-B if (a) you held any notes that were charged off in FY 2015, (b) you
receive any proceeds from loans in FY 2015 that were previously charged off, or (c) you receive any
proceeds from debt sales in FY 2015. You may receive up to two Forms 1099-B, one for short-term
items, and one for long-term items. Proceeds from recoveries and debt sales and charge-offs are
generally considered long-term if you have held the note for at least one year, and short-term if you have
held the note for less than one year. Box 2 of the Form 1099-B indicates whether the information on that
form relates to long-term or short-term items.
For charge-offs, Form 1099-B shows basis information. For recoveries previously charged-off notes and
debt sales, Form 1099-B shows proceeds and basis information. Each transaction will be separately
stated on a second page included with each Form 1099-B.
Charge-offs:
Prosper charges off borrower loans in accordance with our standard servicing practices. You may be
able to claim a loss for notes for which the borrower loan is charged off. Your basis in a note includes the
amount you pay for the note, increased by any OID you included in gross income, and reduced by any
payments you received in respect of the note. Box 1e of the Form(s) 1099-B contains your basis for
notes that were charged off in FY 2015 as of the date the note was charged off. Because we do not
report basis amounts to the IRS, we do not guarantee the accuracy of basis information for you or your
tax situation.
Proceeds from Previously Charged-Off Notes:
Prosper may recover subsequent payments of principal, interest, or late fees on a borrower loan that was
previously charged off. Box 1d of the Form(s) 1099-B contains the proceeds you received on account of
notes that were previously charged off, net of any Prosper fees. Your basis in notes that were previously
charged off is zero.
Proceeds from Debt Sales:
Prosper may sell certain loans to a third party which have been charged off in accordance with Prosper’s
standard servicing practices. Box 1d of the Form(s) 1099-B contains the proceeds you received on
account of notes for which the delinquent borrower loan was sold to a third party, net of any Prosper fees.
Box 1e of the Form(s) 1099-B contains your basis for such notes as of the date the note was charged off.
Because we do not report basis amounts to the IRS, we do not guarantee the accuracy of basis
information for you or your tax situation.
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Sample
The sample Form 1099-B shown below reflects the charge-off of a note and three receipts on a note that
was previously charged off.
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General Commentary on Gain and Loss:
Most individual investors hold Prosper notes as capital assets for investment purposes. These investors
should report proceeds and charge-offs as capital gains or losses on Schedule D and Form 8949 (if
required in addition to Schedule D).
Generally, realized capital losses are first offset against realized capital gains. An individual may
generally use any excess capital losses to offset ordinary income up to $3,000 ($1,500 if married filing
separately). An individual may carry forward capital losses in excess of this limit to offset capital gains or
ordinary income in later years until the balance of these capital losses is fully utilized.
You may be subject to special tax rules if, among other things, you are not a resident of the United
States, you are a securities dealer or broker, or you hold the notes as part of a straddle or hedge.
Prosper recommends that investors consult their own tax advisors with regard to whether their income
and losses with respect the notes are treated as capital or ordinary.
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