Part Hll. Administrative, Procedural, and Miscellaneous

Reporting Required Minimum
Distributions From iRAs

Notice 2002-27

PURPOSE

This natice provides guidance on the
reports that trustees, custodians, and issu-
ers are requwed to make with respect to
required minimum distributions from
individual retirement accounts and annu-
ities (IRAS).

BACKGROUND

Section 401(a)}{(9WA) of the Internal
Revenue Code provides rules for requnred
minimum distributions from qualified
plans during the life of an employee and
§ 401(2)(9)B) provides rules for required
minimum distributions afier the death of
an emplovee. Section 408(a){6) and (b)(3)
provides that rules similar to the rules of
§ 401(ay9) apply to IRA distributions.
Under § 401(a}(9)(C), the required begin-
ning date for an IRA owner is April 1 of
the calendar year following the calendar
vear in which the owner attains age 70}

Section 408(1) provides that the trustee
of an IRA shall make reports regarding
such accounts as the Secretary may
require.

Proposed regulations under §§ 401
(a)(93 and 408(a)6) and (b)}3) were pub-
lished in January 2001 (REG-130477-00;
REG-130481-00, 2001-1 C.B. 865). The
proposed regulations, which substantially
simplified the ruies for determining
required minimum distributions, provided
that the trustee, custodian, or issuer of an
IRA is required to report the amount of
required minimum distributions from an
TRA in accordance with [RS forms and
instructions. For purposes of this notice,
the term “trustee” includes a trustee, cus-
todian, and an issuer of IRAs. The pre-
amble to the proposed regulations
deseribed a process under which the IRS
would be receiving public comments and
consulting with interested parties in order
to evaluate how to irmnplement a reporting
requirement that would provide the most
useful information to the IRA owners and
beneficiaries while mmimizing the bur-
den on IRA trustees.
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The [RS has received 3 number of
comments regarding the reporiing
requircment in the proposed regulations
and the commenms have been taken into
account. Final and temporary regulations
under §§ 401(a)9) and 408{z)(6) and
(b)(3) were published at 67 FR. 18988
(Apr. 17, 2002}, These regulations are
effective January 1, 2003,

Sectipn L408-8, Q&A-10. of the new
reguiations provides that the trustee of an
IRA is required to report information,
with respect to the amount required to be
distributed from the IRA for each calen-
dar year, to ndividuals or entities. at the
time, and in the manner, prescribed by the
Comrmissioner in revenue rulings, notices.
and other guidance published 1n the [nter-
nal Revenuc Bulletin as well as in federal
tax forms und accompanynyg instructions.
This notice is being issued in conjunction
with those regulations and pursuant to
this delegation of authority o reguire
reporting with respect to required mini-
mum distributions from [RAs.

The reporting provisions in this notice
are intended to assist taxpayers In com-
plying with the minimum distribution
requirement. However, the Treasury and
the IRS continue to have congerns about
the overall level of compliance in this
area and intend to momtor the effect of
the new repering regime on compliance
to determine whether it would be appro-
priate wo modify the regime in the future.

Although reporting of a required mini-
mum distribution applies with respect to
each IRA, the IRA owner may take the
requited minimum distribution from
anpther IRA of the owner to the extent
permitted under Qd&A-9 of § 1.408-8.

REPORTING

I. Reguired Reporting to the IRA
Owner

If a minimum distribution is required
with respect to an [RA for a calendar year
and the IRA owner is alive at the begin-
ning of the year, the tustee that held the
[RA as of December 31 of the prior year
must provide a statement to the IRA
owner by January 31 of the calendar year
regarding the required minimum distribu-
tion In accordance with etther of the two
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alternatives in this section. This tequire-
ment is effective beginning with required
minimum distributions for 2003 (so that
the first reports are due January 31,
2003).

Alternutive one. An IRA trustee fur-
nishes the JRA owner with a statement of
the amount of the required minimum dis-
tribution with respect 1o the IRA for the
calendar vear and the date by which such
amount must be distributed. The amount
is penmitted to be calculated assuming
that the sole beneficiary of the IRA 15 not
a spouse more than 10 vears younger than
the TRA owner and that no amounts
received by the IRA afier December 31 of
the prior year are required to be taken
into account to adjust the value of the
IRA as of December 31 of the prior year
for purposes of determining the required
minimum distribution pursuant to
Q&A-T or Q&A-8 of § 1.408-8.

Alternative two. An [RA trustee pro-
vides a statement to the IRA owner that:
{1) informs the IRA owner that a4 mmi-
mum distribution with respect to the IRA
is required for the calendar year and the
date by which such amount must be dis-
tributed and (2) includes an offer 1o fur-
nish the IRA owner, upon request, with a
calculation of the amount of the required
minimum distribution with respect to the
IRA for that calendar year. If the [RA
owner requests such a calculation, the
IRA trusiee must calculate the required
minimum distribution for the IRA owner
and report that amount 1o the IRA owner.

Under both alternatives, the statement
must also inform the IRA owner that the
trustee will be reporting to the RS,
beginning with required mintmum distri-
butions for calendar year 2004, that the
IRA owner is required to receive a
required minimum distribution for the
calendar year. {See section IT below.) The
statement can be provided to the IRA
owner in conjunction with the statement
of the fair market value of the IRA as of
December 31 of the prior year that is oth-
erwise required to be provided to the IRA
owner by January 31 of a year.

If the surviving spouse of a deceased
[RA owner elects to treat an IRA for
which the spouse (s the sole beneficiary
as the spouse’s own IRA by redesignating
the IRA as an account in the name of the
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spause as IRA owner rather than as ben-
eficiary, the IRA trustee reponts informa-
tion on the required minimum distribution
to the surviving spouse under the IRA
owner rules in this section [. If the spouse
is the sole heneficiary of an [RA of a
deceased owner but has not atfirmatively
redesignated the {RA as the spouse’s own
IRA, the IRA trustee is permitted to
assume that the surviving spouse of the
deceased IRA owner has not elecled 1o
treat the TRA as the spouse’s own IRA
and contmues to be treated as a benefi-
ciary for purposcs of § 401{a)(9).

I, Required Reporting io the RS

Beginning with required minimurn dis-
tributtons for calendar year 2004, if a
minimum distribution is required with
respect to an IRA for a calendar yvear, the
trustee of the [RA must mdicate that a
minimurn distribution is required with
respect to the [RA for the calendar vear
{but need not indicate the amount) on
Form 5498, fndividual Retirement
Arrangement Information, for the imme-
diately preceding year (ie., on a 2003
Form 3498 for a 2004 required minimum
distribution) in accordance with the
Instructions for Form 5498,

1II. No Reporting for Section 403(h)
Contracts and IRAs of Deceased Gwners

Section | 403(b)-3 provides thart g sec-
tion 403(b) contract is treated as an indi-
vidual reurement plan for purposes of sat-
1sfying the required minimum distribution
rules. Consequently, the delegation of
authority to require reporting for TRAs
also applies to section 403(b) contracts.
However, no reporting is required at this
time with respect to required minimum
distributions from section 403(b) con-
tracts.

Reporting is also not required at this
time with respect to IRAs of deceased
owners. Accordingly, no teporting is
required for Roth IRAs because there are
no lifeiime minimum distributions
required for Roth IRAs. If reporting is
required in the future for section 403(b)
contracts or IRAs of deceased owners, the
IRS will issue additional guidance, which
will be effective prospectively.
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IV. Application for Years After 2003

This notice provides the reporting
rules for required minimum distributions
for calendar year 2003. For required
minimumn distnbutions for calendar vears
after 2003, these rules apply cxcept to the
extent modified in federal tax forms and
accompanying mstructions,

PAPERWORK REDUCTION ACT

The collections of mformatuon con-
tained o this notice have been reviewed
and approved by the Office of Manage-
ment and Budget in accordance with the
Paperwork Reduction Act (44 U .5.C. sce-
ttom 3507} under control number 13435-
1779.

An agency may not conduct or spon-
sor. and a person is not required to
respond to, a collection of information
unless the collection of infermaton dis-
plays a valid conirol number.

The collection of information in this
notice is in the section titled “REPORT-
ING.” Thizs mformation is required to
inform IRA owners of their required
minimum distributions for the year. The
likely respondents are (1) businesses or
other for-profit instituuons and (2) not-
for-profit insututions.

The estimated toal annual reporting
burden is 1,179,000 hours.

The estimated anpual burden per
respondent varies from 4 minutes to 20
hours, depending on individual circum-
stances, with an csumated average of 15
hours. The estimated number of respon-
dents is 78,000.

The estimated annual frequency of
regponses is one.

Books or records relating to a collec-
tion of infermation must be retained as
leng as their contents may become mate-
rial in the administration of any internal
revenue law,

DRAFTING INFORMATION

The principal authors of this notice are
Steven Linder of the Employee Plans, Tax
Exempt and Government Entities Divi-
sion and Cathy Vohs of the Office of the
Division Counsel/Associate Chief Coun-
sel (Tax Exempt and Govemnment Enti-
ties). For further information regarding
this notice, contact the Employee Plans
taxpayer assistance telephone service
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between the hours of $:00 am. and 6:30
p.n. Eastern Time, Monday through Fri-
day by calling 1-877-829-5500 (a toll-
free number). Mr. Linder can be reached
at (202) 283-9888 (not a toll-free num-
ber). Ms. Vohs can be reached at (202)
022-6090 (not a toll-free number).

26 CFR 61 204: Changes in accounting periods
and metheds of eecounhing.

{dlse Part T §§. 162, 2634, 446, 447, 348, 440, 7
A8, 1008 1 I62-3 F 263d4-1, 1 446-] | 44K-IT.
Taat-f, J471-1, 1 481-1, 1 481—4. [.1001--]}

Rev. Proc. 2002-28

SECTION 1. PURPOSE

(n order to reduce the administrative
and tax compliance burdens on certain
smail business taxpayers and 1o minimize
disputes between the Internal Revenue
Service and small business taxpayers
regarding the requirement to use an
accrual method of accounting (accrual
method) under § 446 of the Internal Rev-
enue Code because of the requirement 10
account for inventortes under § 471, this
revenue procedure provides that the Com-
missioner of Internal Revenue will exer-
cise his discretion to except a qualifying
small business taxpayer (as defined in
section 5,01 of this revenue procedure)
from the requirements to use an accrual
method of accounting under § 446 and to
account for inventories under § 471. This
revenue procedure aiso provides the pro-
vedures by which a qualifying small busi-
ness taxpayer may obtain automatic con-
sent to change to the cash receipts and
disbursements method of accounting
(cash method) and/or to a method of
accounting for inventoriable items as
materials and supplies that are not inci-
dental under § 1.162-3 of the Income Tax
Regulations.

SECTION 2. BACKGROUND

.01 Section 446{a) provides that tax-
able income must be determined under
the method of accounting on the basis of
which the taxpayer regularly computes its
income in keeping its books.

02 Section 446(c) generally allows &
taxpayer to select the method of account-
ing it will use to compute its taxable
income. A taxpayer is entitled to adopt
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