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The most important workflow you
never see

listening to an analyst walk through an exception. It started as
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A few months ago, | was in a windowless conference room e
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“one odd lot we can’t reconcile” and wound up revealing impacts —
across reporting cycles, audit dependencies, and client tax forms. \/
She handled it with calm precision — but the chain reaction
was real.
That's the thing about cost basis: it is invisible when it’s right and painfully visible when
it's wrong.

Executives rarely encounter cost basis directly. But its accuracy — and the infrastructure
behind it — shapes regulatory exposure, client trust, operational efficiency, and the

firm’s reputation in ways that are often underestimated.

This article is for leaders who are deciding whether to modernize, migrate, or invest in
this function.
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Cost basis Is not a calculation. It's a system of decisions.

On paper, cost basis is straightforward: what you paid, adjusted for everything that's happened since.

In reality, it's one of the most intricate workflows in financial services because it must reconcile:

Corporate actions 920
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Trades and trade corrections Income reclassifications

g

and reorganizations o\

Wash sales Transfers Asset transformations

||| Digital asset movements

None of these happen in isolation. They interact across months and years. A small upstream wobble becomes a downstream

Taxability interpretations Regulatory timing windows

audit issue three quarters later.

That's why great cost basis teams aren’t simply “good at math.” They're experts in timing, lineage, documentation,

and operational judgment.

Why switching systems is so hard (and so important)

When firms evaluate a new platform, someone inevitably asks:
“If both systems calculate gains and losses, why is migration so complex?”
Because a cost basis migration is not data transfer. It is the reconstruction of institutional memory.

A modern cost basis platform needs to replicate — or intentionally modernize — years of historical decisions:

'A Interpretive rules built around Exception logic that @7' Timing assumptions baked into
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legacy system limitations shaped operations reconciliation windows

Corporate action treatments Historical corrections Upstream-provided fields that
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encoded long ago and overrides rr‘ newer systems treat differently
These aren’t edge cases; they are the backbone of accurate reporting.

Leaders evaluating a switch should understand: you are not migrating data. You are migrating judgment.
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Where upstream decisions create
downstream pain

Most downstream cost basis failures originate in places executives never see:

v

Missing or unlinked Non-existent

event groupings cancel transactions
Without upstream metadata tying Many back-office systems reverse
multi-leg corporate actions together, entries by posting the opposite
downstream teams must reconstruct amount, not a true cancel.
events manually. For tax reporting, this creates

ambiguity years later.

Timing inconsistencies Ambiguous corporate

Daily-accrual income, late action handling

reclassifications, and delayed Voluntary-to-mandatory shifts,

issuer guidance all alter tax proration mismatches between

outcomes — and must be issuers and DTCC, and ROC

reprocessed carefully. timing discrepancies all cause

reporting friction.

When executives fund upstream improvements, they reduce the operational drag

that cost basis teams fight daily.

Digital assets raise the stakes

Digital assets move faster, split more often, and lack standardized corporate
action definitions.

Transfers often arrive with incomplete basis metadata. Staking rewards operate like
high-velocity income streams. Chain events behave like reorganizations but without

uniform guidance.

A modern cost basis system is not optional — it's foundational.
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What leaders can do to de-risk
the function

/\Q Bring cost basis into strategic conversations early
Q

: If cost basis isn't consulted during product, regulatory, or data
=
S strategy initiatives, the risk shifts quietly downstream until it shows

up loudly in February.

Fund proper parallel runs

Confidence is earned through side-by-side comparison — not vendor
assurances. Parallel periods uncover mismatches before they reach
clients or regulators.

Incentivize documentation culture

Executives can fix one of the longest-standing operational risks:
the knowledge leak problem. Reward teams not just for resolving
exceptions but for documenting why.
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Measure the right metrics

C Track exception volumes, reprint rates, override frequency,
2 and percent of events handled by standard logic. These are the

operational canaries in the coal mine.
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/\e Understand that cost basis drives client trust
=

_\\& Accurate, real-time cost basis is now a differentiator. Advisors and
—
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clients use basis data to make investment decisions. Errors here do

(

not feel “operational” — they feel personal to the client.

The story you should remember

Tax operations used to be a commodity function: same forms, same timing,
same content across the street.

Cost basis changed everything.

Accuracy became differentiation. Real-time tax intelligence became part
of the client value proposition. Advisors began relying on basis data to
guide strategy.

Today, clients choose firms based partly on how confidently they can trust
the numbers you report.

And that trust is built by teams you rarely see — but depend on every day.

Closing

If you're evaluating a cost basis migration,
listen to your cost basis team early.

Ask them what upstream fields cause

the most downstream pain. Ask which
exceptions are systemic. Ask what they
wish leadership understood.

Their answers will give you the clearest
roadmap you have.

This function won't get a parade.

But it deserves your attention — because
it protects your clients, your reputation,
and your firm.
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