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I.​ Introduction / Overview 
 
This Tax Guide is designed to provide general information about certain tax forms you may receive in connection 
with your Prosper investments.  Specifically, you may receive one or all of the following U.S. federal  information 
returns from Prosper for the 2025 calendar year: Form 1099-OID, Original Issue Discount, Form 1099-MISC, 
Miscellaneous Income, and Form 1099-B, Proceeds from Broker and Barter Exchange Transactions.  
 
Please note that Prosper is not providing tax, financial or legal advice and this document is not intended to be 
used for tax, financial or legal advice. As a result, Prosper recommends that you consult with your financial or tax 
advisor if you have any questions.  Additionally, the IRS provides guidance on the back of each Form 1099 
designed to describe what generally is reported in each box on the form and where the amount may be reported 
on an income tax return unless an exception applies. 
 
The 2025 Forms 1099-OID and 1099-MISC will be available to you no later than February 2, 2026. The 2025 Form 
1099-B will be available to you no later than February 17, 2026.  It is your responsibility to check your account 
and review all information provided by Prosper before filing your Federal and State income tax returns (as 
necessary). 

 
 
 

 
Overview of Tax Forms Provided by Prosper:¹ 

Form Name Description 
 

1099-OID 
 

Reports net accrued interest of $10 or more 
received in calendar year 2025 

 
1099-MISC 

 
Reports other income of $600 or more (such as late 
fees) received in calendar year 2025 

 
1099-B 

 
Reports gross proceeds from sales or recoveries 
received in calendar year 2025 from Notes 
corresponding to loans charged-off in 2025 or 
prior years 

 
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 federal 
income tax return using your tax identification number (e.g., SSN, EIN, ITIN, etc.). 

 



 

 
 
 
 

II.​ Form 1099-OID (Original Issue Discount) 
 
Investors who earned $10 or more in “net interest” payments in the 2025 tax year will receive a Form 1099-OID. 
The amount reported as “net interest” equals the amount of interest income on your investments in Prosper 
Notes earned in 2025, less any collection or servicing fees deducted by Prosper Funding LLC.  
 
 
If you are the holder of a taxable OID obligation, such as a Prosper Note, you are generally required to include the 
amount reported in Box 1 of Form 1099-OID in your annual gross income by reporting it on Line 2b of your Form 
1040, and Schedule B (if required).  For more details about reporting taxable interest, please see IRS Pub. 550.  
 
 

 
Form 1099-OID 

 
 

 
 

 



 

 
 

III.​ Form 1099-MISC (Miscellaneous Income) 
 
If you received $600 or more of other income (e.g., late fees, etc.) in 2025, then you will receive a Form 
1099-MISC.  
 
The amounts you received during the year will be reported as “Other Income” in Box 3 of Form 1099-MISC.  
This amount must generally be reported as Other Income on Line 8 of your Form 1040.  For more details about 
reporting “Other Income,” see IRS Pub 525.  
 
This type of income is typically taxed as ordinary income (rather than as income from capital gains).  
 

 

Form 1099-MISC 

 

 

 

 
 
 
 
 

 



 

 
 

IV.​ Form 1099-B (Proceeds from Broker and Barter Exchange 
Transactions) 

 

 
You may receive a Form 1099-B for the 2025 tax year if you: 
 

(a)​ held any Notes where the corresponding loans were charged-off in 2025, 
(b)​ received any recovery proceeds from Notes where the corresponding loans were charged-off either in 2025 

or a prior calendar year, or 
 
(c) received gross proceeds from Notes corresponding to charged-off loans that were sold to third parties in​

​   2025. 

 
 
You will receive a consolidated Form 1099-B with a detailed breakdown of this information for each Note held, and 
a summary breakdown of the short-term and long-term gains and losses.  The detailed line item amounts are 
provided to the IRS, and the summary totals are informational. 
 
As background, the gains or losses resulting from sales or recoveries of charged-off loans may be categorized as 
either short-term or long-term capital gains or losses, depending on how long you held the corresponding Notes.  
Specifically, if you held the corresponding Notes for at least one year, then the capital gains or losses will be 
considered long-term.  In contrast, if you held the corresponding Notes for less than one year, then the capital 
gains or losses will be classified as short-term.    
 
The Form 1099-B may also contain information related to your adjusted basis in the Notes.  See below for further 
detail.  

 
Charge-offs: 
As a matter of policy, Prosper generally charges-off all loans that are at least 120 days past due.  In some cases, 
it may charge-off loans before this date if a borrower declares bankruptcy or Prosper learns of the borrower’s 
death. You may be able to claim a loss for federal income tax purposes if any of the Notes you held were 
charged-off during the calendar year.   
 
In such case, the adjusted basis of any Notes corresponding to charged-off loans will be reported in Box 1e.  
The adjusted basis generally equals the purchase price of the Note, less any repaid principal on the Note. 

 



 

 
 
Proceeds from Previously Charged-Off Loans (i.e., Recoveries): 
In certain cases, Prosper may recover a portion of the principal, interest, or late fees associated with a loan that 
was charged-off in a prior year. 

 
The proceeds received from any recoveries will be reported in Box 1d of Form 1099-B and will include the total 
gross proceeds received from any Notes corresponding to loans that were charged-off in 2025 or prior to 2025 
(less applicable recovery fees). The adjusted basis associated with these Notes will be zero. Prosper will also 
indicate whether the gains or losses associated with these sales are short-term or long-term (Box 2).  

 
Proceeds from Debt Sales: 
In certain cases, Prosper may sell charged-off loans to a third party.  The gross proceeds received from these 
sales will be reported in Box 1d of Form 1099-B.  The amount reported will equal the gross proceeds received from 
the sale less any applicable fees. The adjusted basis associated with these Notes will be reported in Box 1e.  
Prosper will also indicate whether the gains or losses associated with these sales are short-term or long-term (Box 
2).  

 

 



 

 
The sample Form 1099-B shown below reflects how recoveries, sales proceeds and adjusted basis information 
may be reflected on your consolidated Form 1099-B.  The 1099-B Totals Summary is a consolidated view of all 
1099-B activity (Short-term and Long-term Gains or Losses) and is for informational purposes only.  
 
 

 

 
 
 
 

 



 

 
The following sample form shows how detailed information may be reported to you if your capital gains / losses are 
classified as short-term.  At the end of the short-term section the subtotals for Proceeds (Box 1d) and Cost or Other 
Basis (Box 1e) are provided, matching to the summary page.  

 
 

 

 



 
 
 
The following sample form shows how detailed information may be reported to you if your capital gains / losses are 
classified as long-term. At the end of the long-term section the subtotals for Proceeds (Box 1d) and Cost or Other 
Basis (Box 1e) are provided, matching to the summary page.​
 

 
 
General Commentary on Gain and Loss: 
 
The Notes you purchase from Prosper are generally considered capital assets because they are owned for 
investment purposes. Therefore, gains and losses from recoveries, sales or charge-offs related to Prosper 
Notes are generally characterized as capital gains or losses for federal income tax purposes and are reported 
on Schedule D and Form 8949 (if required) of Form 1040. 
 
Typically, capital losses are first offset against capital gains. For individuals, any excess capital losses may 
generally be used to offset ordinary income up to $3,000 ($1,500 if married filing separately). Capital losses in 
excess of this limit may be carried-forward to subsequent years to reduce capital gains or ordinary income 
until the full balance of the capital losses are utilized. 
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