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Summary of Reporting

Requirements for Education IRAs

The reporting deadlines for Education
IRAs are not the same as they are for tradi-
tional IRAs and Roth IRAs. Normally, the
reporting requirements are thought of in
terms of the Fair Market Value Statement
and the Form 5498. Actually, the IRS looks
at it in terms of furnishing two types of
information—the fair market value as of
December 31, and contribution informa-
tion (annual, rollover, or conversion).

As you know, an IRA custodian/trustee
must furnish certain statements/reports to
the participant and also to the IRS by pre-
scribed deadlines. There is normally one
deadline with respect to the participant (or
designated beneficiary of an Ed IRA) and
one deadline with respect to the IRS.
Who must be furnished the
Education IRA Reporting Forms?

One would think there would be a sim-
ple answer to whom the Education IRA
custodian/trustee must furnish the Form
5498 and the Form 1099-R. But, as you
know, nothing is simple about Education
IRAs.

The most conservative approach for an
Education IRA custodian/trustee would
be to furnish one copy to the child (i.e. the
designated beneficiary of the Education
IRA) and one to the responsible individual.

We at CWF, however, feel it is permissi-
ble to furnish only one copy of the respec-
tive reporting form(s) as long as the child
and responsible individual are living at
the same address. That is, the Education
IRA account has been titled as follows:

Nadia Salem’s Education IRA

c/o llene Salem, Responsible Individual

2410 West Peterson Avenue

Chicago, IL 60646

The IRS has written a model custodial
Education IRA form. It is Form 5305-EA.
In Article VIII there is a provision which
requires the custodian to submit reports to

December, 1998

Deadline for Furnishing the FMV Statement to the Participant:

Task

Furnish the fair
market value as
of 12-31-98

Furnish the
contribution
information

Deadline for Furnishing the Information to the IRS:

Task

Furnish the fair
market value as
of 12-31-98

Furnish the
contribution
information

Deadline for
Traditional IRA

2-1-99,
since 1-31-99
is a Sunday

6-1-99,
since 5-31-99
is a Holiday

Deadline for
Traditional IRA

6-1-99,
since 5-31-99
is a Holiday
6-1-99,
since 5-31-99
is a Holiday

Deadline for
Education IRA

2-1-99,

since 1-31-99
is a Sunday
2-1-99,

since 1-31-99
is a Sunday

Deadline for
Education IRA

6-1-99,
since 5-31-99
is a Holiday
6-1-99,
since 5-31-99
is a Holiday
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Recap — Completing the 1998 Form 1099-R

The March and April newsletters dis-
cussed this subject in detail. You may
wish to review these. There have been a
number of changes since March — the
July tax legislation, the issuance of pro-
posed Roth IRA regulations; and the IRS
has issued various clarifying announce-
ments.

This article summarizes completing the
1998 Form 1099-R for each IRA type.
Reporting a Distribution
(or a Deemed Distribution)
from a Roth IRA

For distributions from Roth IRAs, the
following boxes of the Form 1099-R will
need to be completed as follows:

Box 1. The total amount of the distribu-
tion before income tax or other personal
deductions were withheld. This will be
the gross amount of the distribution—the
amount actually received by the Roth IRA
accountholder. If the accountholder
receives $1,480 from a withdrawal of
$1,500 because a $20 interest penalty is
assessed, the amount inserted should be
$1,480, the amount received. Box 1 is the
net amount after fees and early with-
drawal interest penalties.

Box 2a and Box2(b). The amount
includable as taxable income. There are
two parts to item 2(b). Box 2(a) should be
left blank, and you should mark the “tax-
able amount not determined” box in 2(b).
The IRS instructions make clear that the
financial institution is generally not
required to compute the taxable amount
of a distribution from a Roth IRA. The
individual will be responsible to deter-
mine what portion is not taxable.

The second box of 2(b) is to be checked
if the distribution is a total distribution.
The IRS instructions state that this box is
to be checked only if the payment shown
in Box 1 is a total distribution. A total dis-
tribution is one or more distributions
within one tax year in which the entire
balance of the account is distributed. Any
distribution which does not meet this def-
inition is not a total distribution.

The IRS' instructions are unclear as to
whether they apply to Roth IRAs. A total
distribution has no special tax effect for
IRA purposes, but may for distributions
from qualified plans.

Thus, it would seem that this box
should not have to be checked for Roth
IRA distributions, even total Roth IRA
distributions. Since the IRS instructions
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do not state this, we suggest that the [RA
custodian or trustee check this box for any
total distribution from a Roth IRA until
the IRS says otherwise.

Box 3. This box will never be completed
for any Roth IRA distribution.

Box 4. This box is used to report the
amount of federal income tax withheld. It
is important.

Box 5. This box will never be completed
for a Roth IRA distribution.

Box 6. This box will never be completed
for a Roth IRA distribution.

Box 7. This box is used to indicate the
type of distribution being made. This sec-
tion also includes a box that is to be
checked if the distribution is from an IRA
or SEP, and the appropriate reason code
must be inserted. Because this is a Roth
IRA, you are not to check the
IRA /SEP /SIMPLE box. The various rea-
son codes are:

1 - Early (premature) distribution, no
known exception. This is used to report all
distributions paid to anyone under age

59 1/2 when an exception is not known.

2 - Early (premature) distribution, excep-
tion applies as defined in code section 72
(), () or (v). For IRA purposes, the only
type of distribution to be coded a “2"
would be: those which are part of a series
of substantially equal periodic payments

(not less frequently than annually) made
for the life or life expectancy of the
accountholder or the joint life expectancy
of the accountholder and his designated
beneficiary.

3 - Disability. Please be aware, the defini-
tion of “disabled” for IRA purposes may
be different than that for workman’s com-
pensation or other disability payments.
Per IRC section 72(m)(7) and IRS
Regulation 1.72-17(f), disability for this
distribution code means the IRA accoun-
tholder is “unable to engage in ANY sub-
stantial gainful activity by reason of any
medically determinable physical or men-
tal impairment which can be expected to
result in death or to be of long-continued
or indefinite duration.”

4 - Death. Code 4 is used regardless of the

age of the accountholder to indicate pay-
ment to a beneficiary.

5 — Prohibited Transaction. Code 5 is used
if the Roth IRA trustee or custodian or
accountholder incurs a prohibited transac-
tion.

6 — Not used for Roth [RA and pension
purposes.

7 - Normal. This code is used to report
distributions paid to the accountholder
who has attained age 59 1/2 or older.

Continued on page 3




1099-R—Continued from page 2

8 — Excess contributions/deferrals refund-
ed plus earnings taxable in the same cal-
endar year.

P — Excess contributions/deferrals refund-
ed plus earnings taxable in the previous
calendar year.

A - Not used for Roth IRAs.

B - Not used for IRAs.

C - Not used for Roth IRAs.

D - Not used for Roth IRAs.

E — Not used for Roth IRAs.

F — Not used for Roth IRAs.

G - Used to report a recharacterization.
H - Not used for Roth IRA distributions.
J - Distribution from a Roth IRA in first 5
years.

K - Distribution from a 1998 Roth
Conversion IRA in first 5 years.

Comment #1 - The IRS in
Announcement 98-112 as issued on
December 21, 1998, has stated that the
Roth custodian/trustee need not use Code
K. Rather, it may use Code J in box 7 for
all distributions from a Roth IRA or a Roth
Conversion IRA. We recommend this.

L — Not used for Roth IRAs.
M - Not used for Roth IRAs.
P - Not used for Roth IRAs.
S - Not used for Roth IRAs.

Box 8. Other. This box is used to give
the accountholder information on distrib-
utions not covered by the above.

Box 9. This box is used if a total distrib-
ution is split among a number of recipi-
ents (i.e. more than one beneficiary). This
box is used to enter the percentage this
recipient was paid.

Boxes 10 to 15. These boxes do not need
to be completed for IRS purposes, but may
need to be completed for state and local
tax reasons.

Comment #2 - The IRS says that Codes
1 and 2 may be used in combination with
the ] or K, but that a Code 7 must not be
used. Also note that nothing is said about
Codes 3,4 and 5. Our guess is that you
could use Codes 3, 4, or 5 in combination
with J or K.

Reporting a Distribution (or a
Deemed Distribution) from an
Education IRA

For distributions from Education IRAs,
the following boxes of the Form will need
to be completed as follows:

Box 1. The total amount of the distribu-
tion before income tax or other personal
deductions were withheld. This will be
the gross amount of the distribution—the

amount actually received by the
Education IRA designated beneficiary. If
the accountholder receives $1,480 from a
withdrawal of $1,500 because a $20 inter-
est penalty is assessed, the amount insert-
ed should be $1,480, the amount received.
Box 1 is the net amount after fees and
early withdrawal interest penalties.

Box 2a and Box 2(b). The amount
includable as taxable income. There are
two parts to item 2(b). Box 2(a) should be
left blank, and you should mark the “tax-
able amount not determined” box in 2(b).
The IRS instructions make clear that the
financial institution is generally not
required to compute the taxable amount
of a distribution from an Education IRA.
The individual will be responsible to
determine what portion is not taxable.

The second box of 2(b) is to be checked
if the distribution is a total distribution.
The IRS instructions state that this box is
to be checked only if the payment shown
in Box 1 is a total distribution. A total dis-
tribution is one or more distributions
within one tax year in which the entire
balance of the account is distributed. Any
distribution which does not meet this defi-
nition is not a total distribution.

The IRS' instructions are unclear as to
whether they apply to Ed IRAs. A total
distribution has no special tax effect for
IRA purposes, but may for distributions
from qualified plans.

Thus, it would seem that this box
should not have to be checked for Ed IRA
distributions, even total Ed IRA distribu-
tions. Since the IRS instructions do not
state this, we suggest that the IRA custodi-
an or trustee check this box for any total
distribution from an Ed IRA until the IRS
says otherwise.

Box 3. This box will never be completed
for any Ed IRA distribution.

Box 4. This box is used to report the
amount of federal income tax withheld. It
is important.

Box 5. This box will never be completed
for an Ed IRA distribution.

Box 6. This box will never be completed
for an Ed IRA distribution.

Box 7. This box is used to indicate the
type of distribution being made. This sec-
tion also includes a box that is to be
checked if the distribution is from an IRA
or SEP, and the appropriate reason code
must be inserted. Because this is an Ed
IRA, you are not to check the
IRA/SEP/SIMPLE box. The various rea-
son codes are:

The only Code to be used for a distribu-
tion from an Ed IRA is the “M” Code.

None of the other codes are used. That
is; 1,2, 3,4:5,7,8;P.

A,B,CD,EFGHIL]LKLO,P,orS
are not used for distributions from Ed
IRAs.
Reporting a Distribution (or a
Deemed Distribution) from a
Traditional IRA

For distributions from traditional IRAs,
the following boxes of the Form will need
to be completed as follows:

Box 1. The total amount of the distribu-
tion before income tax or other personal
deductions were withheld. This will be
the gross amount of the distribution—the
amount actually received by the IRA
accountholder. If the accountholder
receives $1,480 from a withdrawal of
$1,500 because a $20 interest penalty is
assessed, the amount inserted should be
$1,480, the amount received. Box 1 is the
net amount after fees and early withdraw-
al interest penalties.

Box 2a. The amount includable as tax-
able income. This will always be the same
as the amount reported in Box 1 unless the
reason code in Box 7 is an 8, P, or 2; then
the IRS only wants the related income, if
any, inserted in Box 2. The related income
is zero if there has been a deemed distrib-
ution because a Roth Conversion has
occurred.

Box 2b. There are two parts to item 2(b).
First, an IRA custodian may now check
the first box if it does not know the taxable
amount of a distribution. The IRS wants
this box checked only as a last resort, if the
IRA custodian or trustee has attempted to
determine the tax consequences but can-
not. The Form W-2P used to have this
paragraph, but until 1991 the Form 1099-R
did not.

The second box of 2(b) is to be checked
if the distribution is a total distribution.
The IRS instructions state that this box is
to be checked only if the payment shown
in Box 1 is a total distribution. A total dis-
tribution is one or more distributions
within one tax year in which the entire
balance of the account is distributed. Any
distribution which does not meet this defi-
nition is not a total distribution.

The IRS' instructions are unclear as to
whether they apply to IRAs. A total distri-
bution has no special tax effect for IRA
purposes, but may for distributions from
qualified plans.

Thus, it would seem that this box
should not have to be checked for IRA dis-
tributions, even total IRA distributions.
Since the IRS instructions do not state this,

Continued on page 4
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1099-R—Continued from page 3

we suggest that the IRA custodian or
trustee check this box for any total distrib-
ution from an IRA until the IRS says oth-
erwise.

Box 3. This box will never be completed
for any IRA distribution.

Box 4. This box is used to report the
amount of federal income tax withheld. It
is important.

Box 5. This box will never be completed
for an IRA distribution.

Box 6. This box will never be completed
for an IRA distribution.

Box 7. This box is used to indicate the
type of distribution being made. This sec-
tion includes a box that is to be checked if
the distribution is from an IRA or SEP,
and the appropriate reason code must be
inserted. All IRA distributions MUST “x”
this IRA/SEP box. The reason codes are as
follows:

1 - Early (premature) distribution, no
known exception. This is used to report all
distributions paid to anyone under age
591/2.

2 - Early (premature) distribution,
exception applies as defined in code sec-
tion 72 (q), (t) or (v). For IRA purposes,
there are two reasons a Code “2” should
be used: there has been a Roth Conversion
or the distribution is part of a series of sub-
stantially equal periodic payments (not
less frequently than annually) made for the
life or life expectancy of the accountholder
or the joint life expectancy of the accoun-
tholder and his designated beneficiary.

3 - Disability. Please be aware, the defi-
nition of “disabled” for IRA purposes may
be different than that for workman’s com-
pensation or other disability payments.
Per IRC section 72(m)(7) and IRS
Regulation 1.72-17(f), disability for this
distribution code means the IRA accoun-
tholder is “unable to engage in ANY sub-
stantial gainful activity by reason of any
medically determinable physical or men-
tal impairment which can be expected to
result in death or to be of long-continued
or indefinite duration.”

4 - Death. Code 4 is used regardless of
the age of the accountholder to indicate
payment to a beneficiary.

5 — Prohibited Transaction. Code 5 is
used if the IRA trustee or custodian or
accountholder incurs a prohibited transac-
tion.

6 — Not used for IRA and pension pur-
poses.

7 — Normal. This code is used to report
distributions paid to the accountholder
who has attained age 59 1/2 or older.

8 - Excess contributions/ deferrals
refunded plus earnings taxable in the
same calendar year.

P - Excess contributions/deferrals
refunded plus earnings taxable in the pre-
vious calendar year.

A - Not used for traditional IRAs.
B - Not used for traditional IRAs.
C - Not used for traditional IRAs.
D - Not used for traditional IRAs.
E - Not used for traditional IRAs.
F — Not used for traditional IRAs.
G - Used to report a recharacterization

H - Used to report a transfer from a
conduit IRA to a Qualified plan.

I - Not used for traditional IRA.
K - Not used for traditional IRA.
M - Not used for traditional IRA.

S - Used to report an early distribution
from a Single IRA in first 2 years, no
known exception (under age 59 1/2).

Box 8. Other. This box is used to give
the accountholder information on distrib-
utions not covered by the above.

Box 9. This box is used if a total distrib-
ution is split among a number of recipi-
ents (i.e. more than one beneficiary). This
box is used to enter the percentage this
recipient was paid.

Boxes 10 to 15. These boxes do not need
to be completed for IRS purposes, but may
need to be completed for state and local
tax reasons.

Additional Observations

1. IRS Instructions Regarding Use of
Code 1 for a Specific Situation. The IRS
instructions now make clear that if an IRA
accountholder establishes a periodic pay-
ment schedule and modifies it before the
law permits, then you are to use a Code 1
for the distributions occurring in the year
of modification. The IRS’ instruction
reads:

Note: Even if the employee/taxpayer is
59 1/2 or over, use Code 1 if a series of
substantially equal periodic payments was
modified within 5 years of the date of the
first payment (within the meaning of sec-
tion 72(q)(3) or (t)(4)). For example, Mr. B
began receiving payments that qualified
for the exception for part of a series of
substantially equal periodic payments
under section 72(t)(2)(A)(iv) when he was
57. When he was 61, Mr. B substantially
modified the payments. Because the pay-
ments were modified within 5 years, use
Code 1 in the year the payments were
modified, even though Mr. B is over
591/2.

1A. Our Comments. This instruction is
understandable. If the schedule is imper-

missibly changed, then the Code 2 is not
the proper code even if the person is now
age 59 1/2 or older. The IRS makes it clear
that a Code 1 might be required to be used
even if the IRA accountholder is older
than age 59 1/2. And this is correct. Note
that the IRS does not require any correct-
ing of prior-year forms. Apparently, the
IRS will determine that when a “2” is
being used and then is changed toa “1” in
a subsequent year, that additional taxes
will be owing.

2. IRS Instructions for Use of Proper
Distribution Codes for Box 7. You are to
file only one Form 1099-R from an IRA
plan which may be comprised of multiple
investments unless you must enter differ-
ent distribution codes in Box 7. Further,
you do not have to file a separate Form
1099-R for each distribution under the
plan. File only one Form 1099-R for multi-
ple distributions from an IRA that are
paid in one year to one recipient and that
all require the same distribution code in
Box 7.

You must enter the proper numeric
code except when it is required to use the
alpha code: H, J, K, M, P or S. When
applicable, you may insert both an alpha
and a numeric code. And in three situa-
tions, you may insert two numeric codes
(8/1,8/2 and 8/4).

2A. Our Comments. The IRS instruc-
tions are murky as to whether or not an
IRA custodian could prepare a separate
Form 1099-R for each distribution. We
don’t think the IRS wants a separate form
for each distribution, but the first sentence
above says one thing and the second sen-
tence implies the opposite. We recom-
mend that you prepare just one Form
1099-R per recipient as long as the distrib-
ution codes are the same. We also believe
the IRS would prefer you to insert two
codes when applicable. For example,
when using a Code P or 8 for the with-
drawal of a current-year excess, you also
enter Code 1.

3. IRS Instructions for “Correcting”
Erroneous Rollovers. This is new for 1998.
This is an important change. The IRS
instructions contain the following state-
ment with respect to the Form 1099-R. Be
aware that the IRS also has some new
instructions with respect to correcting the
Form 5498 as to an erroneous rollover.
You should review the Form 5498 portion
of this article for that discussion.

Corrected Form 1099-R. If you filed a
Form 1099-R with the IRS and later dis-
cover that there is an error on it, you must
correct it as soon as possible. For example,
if you transmit a direct rollover and file a

Continued on page 5
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1099-R—Continued from page 4

Form 1099-R with the IRS reporting that
none of the direct rollover is taxable by
entering “0” (zero) in Box 2a, and you
then discover that part of the direct
rollover consists of required minimum
distributions under section 401(a)(9), you
must file a corrected Form 1099-R. See
part I under General Instructions on
page9.

3A. Our Comments. The IRS has finally
addressed in their instructions a paying
entity’s duty to correct a previously issued
Form 1099-R when an error has occurred
as to the dollar amount eligible to be
rolled over. The IRS is saying that the pay-
ing entity must correct a previously issued
Form 1099-R if it has information to know
that part of the funds did not qualify to be
rolled over.

The IRS has chosen to discuss only one
specific situation—an error occurred with
respect to a direct rollover from a quali-
fied plan to an IRA because there was an
impermissible rollover of a required mini-
mum distribution. The Form 1099-R
which was originally prepared showed a
taxable amount as “0” because the distrib-

Taxable Wage Base — OASDA Only

SEP and Qualified Plan
Maximum Compensation Cap

Compensation in excess of $75,000

amount exceeds $120,000.)

Officer Amount — Top Heavy

Top 10 Owner Group — Top Heavy

1% Owner — Top Heavy

SIMPLE Contribution Limit

Elective (Salary) Deferral Limit — 401 (k) & SAR-SEP

Compensation in excess of $50,000/Top Paid Group
New Definition as of January 1, 1997

Defined Benefit Limit — Section 415(b)

Defined Contribution Limit — Section 415(c)
(The annual defined contribution plan limit is $30,000
as indexed and will not change until the defined benefit

SEP Minimum Compensation Threshold

ution code was a “G.” Note that the IRS '
says it must be corrected, but there is no
discussion as to what specific corrections
must be made.

Let's assume that the amount of $26,425
is directly rolled over, but this includes
the required minimum distribution
amount of $3,000.

To make the necessary corrections, we
believe the following should happen: (1)
correct the original Form 1099-R by show-
ing the proper amount in Box 1 (i.e. the
amount as reduced by the RMD amount)
or $23,425 and (2) prepare a new Form
1099-R for the RMD amount of $3,000, and
insert the $3,000 in Boxes 1 and 2a with a
distribution Code 7.

Question: In some situations, might an
IRA custodian be required to correct a
previously issued Form 1099-R because of
an error which has occurred with respect
to a rollover? Based upon the 1998 IRA
instructions, we believe the answer is a
definite “yes.”

4. IRS Instructions for Withholding.
Do not withhold on a distribution from an
Education IRA. You must withhold from a
distribution from a traditional IRA or
Roth IRA unless the recipient instructs

IRS Issues 1999 COLAs

IRS Announces Cost-of-Living Adjustments for 1999
The IRS in News Release 98-63 Released its 1999 Adjustments as Follows:

1997

65,400

160,000

9,500

Highly-Compensated Employees (Compensation as Indexed)

N/A
N/A
80,000
125,000

30,000

400
62,500

30,000

(Has more than one-half percent and the largest owner-
ship interest and income in excess of $30,000.)

150,000

(Having annual compensation in excess of $150,000.)

6,000

you that he or she does not want with-
holding. You are allowed to assume that
the entire amount of an IRA distribution is
taxable, but you may not assume this for
the withdrawal of excess contributions.
The IRS makes clear that the mandatory
withholding rate of 20% does not apply to
IRA distributions.

4A. Our Comments. We agree with the
IRS. Be aware that the IRS is following the
logical approach that withholding applies
only if the distribution is taxable. Thus, if
you know the distribution is not taxable,
then withholding does not apply to that
extent. Most likely the IRS simply forgot
to include the movement of funds from a
conduit IRA to a qualified plan as not
being subject to withholding.

5. IRS Instructions for Use of Code S.
Use Code S only if the distribution is from
a SIMPLE-IRA in the first two years, the
person has not yet reached age 59 1/2,
and none of the exceptions under section
72(t) are known to apply. The two-year
period begins on the day contributions
are first deposited in the person’s SIM-
PLE-IRA. Do not use Code S if Code 3 or
4 applies. rb

1998 1999
68,400 72,600
160,000 160,000
10,000 10,000
N/A N/A
N/A N/A
80,000 80,000
130,000 130,000
30,000 30,000
400 400
65,000 65,000
30,000 30,000
150,000 150,000
6,000 6,000
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IRS Issues the 1998 Form 5329

This form is generally to be completed
when a taxpayer must report any addi-
tional income tax or excise tax which the
taxpayer owes in connection with tradi-
tional IRAs, Roth IRAs, Education IRAs,
qualified retirement plans, medical sav-
ings accounts (MSA), annuities and
endowment contracts.

A copy of this form is shown on pages
7 and 8.

The main changes to the form have
occurred because it is now used for Roth
IRAs and Education IRAs.

1. The 10% additional tax of Code sec-
tion (72)(t) will apply in some situations
to a distribution from a Roth IRA. Part |
has been modified to cover this situation.

2. There is a 10% tax if distributions
from an Education IRA were not used for
qualifying educational expenses. See Part
1T which is new.

3. A person may make an excess contri-
bution to a Roth IRA and an Education

Reporting Ed IRAs—Continued from page 1

address, that is, the address to which you
mail the forms or statements, there is no
problem. Hopefully, the IRS will clarify
their instructions next year.

Set forth on page one is a summary of
the requirements and the various dead-
lines.

The IRS must be sent the required infor-
mation via the Form 5498 or its magnet-
ic/electronic equivalent. With respect to
the IRA accountholder (and now desig-
nated beneficiary for the Ed IRA), the cus-
todian/trustee may use a combination of
a fair market value statement, the Form
5498 and a Substitute Form 5498
Statement.

Since an Education IRA custodian/
trustee needs to furnish both fair market
value information and contribution infor-
mation to the designated beneficiary by
February 1, 1999, the custodian/trustee
may very well wish to furnish in January
1999, the Form 5498 for its Ed IRAs to the
designated beneficiary, or furnish a state-
ment which qualifies as a substitute Form
5498 statement. Again, the Form 5498 or a
substitute Form 5498 statement must be
furnished in January and not in May as is
normally done with the traditional IRA or
the Roth IRA.

IRA as well as a traditional IRA. See Parts
IVand V.

A taxpayer must file the Form 5329 if
any of the following apply. This is true
even if the taxpayer would not otherwise
have to file a Form 1040. However, if the
taxpayer does not owe any special taxes
because he or she rolls over the taxable
portion of all of his or her distributions
received during the year, then the Form
5329 need not be filed. Who must file—

1. The taxpayer owes a tax because he
or she received distributions from an
Education IRA in excess of amounts spent
for educational purposes.

2. The taxpayer owes a tax because of
excess contributions to any type of IRA or
MSA.

3. The taxpayer owes a tax because he
or she failed to receive a required mini-
mum distribution.

4. The taxpayer knows that he or she
has met one of the exceptions to the 10%

Reminder—Substitute Statements
to Ed IRA Recipients

If an IRA custodian/trustee does not
use the official IRS reporting form (gener-
ally copy B) to furnish statements to par-
ticipants, then you must be sure your sub-
stitute statements comply with rules in
Publication 1197, Rules and Specifications
for Private Printing of Substitute Forms
1096, 1098, 1099, 5498 and W-2G.
Remember that all substitute statements
to recipients must contain the tax year,
form number and form name prominent-
ly displayed together in one area of the
statement. For example, they could be
shown in the upper right of the statement.

The information which appears on the
Copy B which applies to the Ed IRA and
which should be on any substitute state-
ment for the form 5498 is:

1. This information is being furnished
to the Internal Revenue Service.

2. Box 2. Shows any rollover, including
a direct rollover to a traditional IRA.

3. Box 4. Shows the fair market value of
your account at year-end.

4. Box 6. May show the kind of IRA
reported on this Form 5498. That is, check
the box indicating it is an Ed IRA.

additional tax even though his or her
Form 1099-R does not show a reason code
2, 3 or 4 in Box 7, or he or she knows the
code which has been inserted in box 7 is
incorrect.

5. The taxpayer knows he or she owes
the 10% additional tax even though the
Form 1099-R which has been furnished
does not show a Code 1 in Box 7. Note, if
a taxpayer receives a Form 1099-R witha
reason Code 1 in Box 7, he or she is not
required to file the Form 5329 with his or
her Form 1040 if he or she owes only the
10% additional tax for early distributions.
The taxpayer is to fill in the amount owed
on line 53 and write “no” on the dotted
line next to line 53.

5. Box 10. Shows education IRA (Ed
IRA) contributions made in 1998 on your
behalf. Do not deduct on your income tax
return. If the total of all contributions
made to all of your Ed IRAs this year
exceeded $500, you should withdraw the
excess plus the earnings, generally by
April 15, or you may owe a penalty. You
must keep track of your IRA basis (contri-
butions and distributions). See Pub. 590.

Noncompliance Penalties. An IRA
custodian/ trustee should be aware that
the penalties under Code sections 6721
and 6722 do not apply to the preparation
of Form 5498 and Form 1099-R for Ed IRA
transactions. Code section 6693 provides
the governing rules. The penalty for fail-
ure to timely file is $50 per account with
no maximum unless the failure is due to
reasonable cause. I}
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5329 Additional Taxes Attributable to IRAs, Ott!e_r OMB No. 15¢5-0203
Feem Qualified Retirement Plans, Annuities, Modified ‘0998
Endowment Contracts, and MISAs

Dt of Ui Tegminy (Under Sections 72, 530, 4973, and 4974 of the Internal Revenue Code) Altachment
It al Koo Sowice » Attach to Form 1040. See separate instructions. Sequence No 29

Name of mcividual subject to additional tax. (If married filing jaintly, see page 2 of the instructons.) Your social sccurity number

Fill in Your Address 0n|y Home address (number and street), or P.O. box if mail is not delivered to your home ADt no

If You Are Filing This
Form by Itself and Not City. town or post offize, state. and ZIF code
With Your Tax Return

If this is an amended
return, check here »

If you are subject to the 10% tax on early distributions only, see Who Must File in the instructions
before continuing. You may be able to report this tax directly on Form 1040 without filing Form 5329.

m Tax on Early Distributions

Complete this part if a taxable distribution was made from your qualified retirement plan (including an IRA other than an education (Ed)
IRA), annuity contract, or modified endowment contract before you reached age 59 {or was incorrectly indicated as such on your
Form 1099-R—see nstructions). Note: You must include the amount of the distribution on line 15b or 16b of Form 1040.

Early distributions included in gross income (see page 3 of the instructions) . . . . . . . 1
Distributions excepted from additional tax (see page 3 of the instructions). Enter appropriate
exception number from instructions » . 2
Amount subject to additional tax. Subtract line 2 from e 1 . . . . . . . . . . . . 3
Tax due. Multiply line 3 by 10% (.10). Enter here and on Form 1040, line 53 . . . . . . . il
Caution: If any arnount on line 3 was a distribution from a SIMPLE retirement plan, you rmust multiply thai distribution by 25%
(.25) instead of 10%. See instructions for rmore information.
Tax on Distributions From Ed IRAs Not Used for Educational Expenses
Complete this part if a distribution was made from your £d IRA and was not used for educational experses.
Note: You rnust include the armount of the distribution on line 15b of Form 1040.

Taxable amount from line 29 of Form 8606 . v« @ 6 @ @G
Distributions excepted from additional tax (see page 4 of the instructions)
Amount subject to additional tax. Subtract line 6 from line 5 2 5.5 5 @
8 Tax due. Multiply line 7 by 10% (.10). Enter here and on Form 1040, line 53 .
Tax on Excess Contributions to Traditional IRAs

Complete this part if, either in this year or in earlier years, you contributed more to your traditional IRAS than i1s or was allowable
and you have an excess contribution subject to tax.

8 Excess contributions for 1998 (see page 4 of the instructions). Do not include this amount on
Form 1040, line 23

10 Earlier year excess contributions not previously eliminated (see page
4 of the instructions) . . . . . . . . : ; : . 110

11 Contribution credit. If your actual contribution for 1998 is less than
your maximum allowable contribution, see page 4 of the instructions;
otherwise, enter -0- . SN oS B R om o8 % % % & 8 W
1998 distributions from your traditional IRA accounts that are
includible in taxable income

1997 tax year excess contributions (if any) withdrawn after the due
date (including extensions) of your 1897 income tax return, and 1996
and earlier 1ax year excess contributions withdrawn in 1998 . . . |13
14 Add lines 11,12, and 13 . . . . . | > W om oz s o5 2 LIS

15 Adjusled earlier year excess contributions. Subtract line 14 from line 10. Enter the result, but
not less than zero ¢ @

16 Tolal excess con(ribuuons..Acid I}nes éaﬁd 'iS : 6 m g M E BB ek B s B

17 Tax due. Enter the smaller of 6% (.06) of line 16 or 6% (.06) of the value of your traditional IRAs
on the last day of 1998. Also enter this amount on Form 1040, line 53 .

CIAN  Tax on Excess Contributions to Roth IRAs

18  [Excess contributions for 1998 (see page 5 of the instructions). s owom BN w g R s
19 Tax due. Enter the smaller of 6% (086) of line 18 or 6% (.06) of the value of your Roth IRAs an
the last day of 1998. Also enter this amount on Form 1040, line 53 .

For Paperwork Reduction Act Notice, see page 6 of scparate instructions. Cat No 13329Q Farm 5329 (1998)




Form 5329 (1998)

20

Page 2
Tax on Excess Contributions to Ed IRAs ’
Excess contributions for 1998 (see page § of the instructions). PR R A e ow e e 00
21 Tax due. Enter the smaller of 6% (.06) of line 20 or 6% (.06) of the value of your Ed IRAs on
the last day of 1998. Also enter this amount on Form 1040, line 53 . 21

Tax on Excess Contributions to Medical Savings Accounts (MSAs)

Complete this part if, either in 1998 or 1997, you or your employer contributed more to your MSAs than is or was allowable and
you have an excess contribution subject to tax.

22

23

24

25

26

27
28

29
30

Ul Tax on Excess Accumulation in Qualified Retirement Plans

Complete this part if you did not recewe the minimurm re
other than an Ed IRA or Rotli IRA).

Excess contributions for 1998 (see page 5 of the instructions). Do not include this amount on

Form 1040, line 25

1997 excess contributions not previously eliminated (see page 5 of

the instructions) . . . . . . . . . . . . _ . . . |e23 :
Contribution credit. If your actual contribution for 1998 is less than

your maximum allowable contribution, see page 6 of the instructions:

otherwise, enter -0- . . . . . . . |24

1898 distributions from your MSA account(s) that are includible in

taxablolnEOmMe . & & oiwnw v o woE R & & W o§em s x 12D

1997 tax year excess contributions (if any) withdrawn in 1998 after

the due date (including extensions) of your 1997 income tax return 26

Add lines 24, 25, and 26 . . . | 2l

Adjusted 1997 excess contributions. Subtract line 27 from line 23. Enter the result, but not less
than zero

28
Total excess contributions. Add lines 22 and 28 A R N T N 29
Tax due. Enter the smaller of 6% (.06) of line 29 or 6% (.06) of the value of your MSAs on the |
last day of 1998. Also enter this amount on Form 1040, line 53 _30

quired distribution from your qualified retirement plan (including an IRA

31 Mimimum required distribution (see page 6 of the instructions) 3
32 Amount actually distributed to you . 32
33 Subtract line 32 from line 31. lf line 32 is more than line 31, enter -0- 33
34 Tax due. Muluply line 33 by 50% (.50). Enter here and on Form 1040, line 53 34 !

Signature. Complete ONLY if you are filing this form by itself and not with your tax r.eu./r/{.

Please | :cdveler. t < ttue, correct and comp ete. Declaration o

LUraer penalties ol perury. | dec ave that | have exam.aed tvs form, in

clucing accompany rg schedules ard statements, and ta the bee: of my knowledge
preparer {otner than taxpayer) s sased on ali infermaton of winies preparer ha

125 any <newledge
Sign
Here } Your signature B } Date
3 Preparer's Date e Preparer’s social secunty no
Paid signature } hack ¥ Sek-
Preparer’ employed » []
reparer’'s | -— s name (or yours, EIN >
Use Oﬂly it selt-employed) and } IR
address ZIP code »




