Hard to Value, Hard to Report?
Tips on Reporting for Hard-to-Value IRA Assets

IRAs with assets that do not have readily available fair market values, such as those in investments that are not readily traded
on an established securities market, are now subject to additional information reporting. The expanded information reporting
requirement for the hard-to-value assets is mandatory for 2015 reporting, after being voluntary for 2014 reports.

The Instructions for Forms 1099-R and 5498 include the following examples of IRA assets that might not have readily available
fair market values, but this is not an all-inclusive list.

¢ Stock, other ownership interest in a corporation, and short or long-term debt obligations that are not traded on an
established securities market

e Ownership interest in a limited liability company, partnership, trust, or similar entity (unless the interest is traded on an
established securities market)

e Real estate
e Option contracts or similar products not offered for trade on an established option exchange

The IRS in 2014 revised Form 1099-R, Distributions from Pensions, Annuities, Retirement or Profit-Sharing Plans, IRAs, Insurance
Contracts, etc., and Form 5498, IRA Contribution Information, to accommodate the expanded reporting for hard-to-value IRA
assets. A new distribution code K was added for use in Box 7 on Form 1099-R, and two new boxes were added to Form 5498,
The IRS in 2015 revised the specific instructions for Form 1099-R by rewriting the Guide to Distribution Codes so that the types
of investments reported on Form 1099-R using code K match the investments reported on Form 5498 in Box 15b.

For tax year 2015 reporting, financial organizations that hold IRAs with hard-to-value assets are required to comply with the
following expanded information reporting for these assets.
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same as the categories of IRA assets that are reported in
Boxes 15a and 15b on Form 5498.
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Form 5498

IRA assets that are not readily tradable on an established
securities market or option exchange, or that do not have
a readily available fair market value must be reported on
Form 5498 with the fair market value determined on
December 31, 2015. These values are reported in Box 5,
Fair market value of account, with the IRA's total value,
and also now are reported in Boxes 15a, FMV of certain
specified assets, and 15b, Code(s).

Box 15a—Enter the fair market value of hard-to-value
assets held in the IRA.

Box 15b—¢Enter the code for the type(s) of investments
held in the IRA for which the fair market value is reported
in Box 15a.

e A—Stock or other ownership interest in a corporation
that is not readily tradable on an established securities
market.

* B—Short or long-term debt obligation that is not
traded on an established securities market.

* C—Ownership interest in a limited liability company

2-4,8-10, 13a, and 14a)

$ 2015 |  cow
Inform
2 Rollover contributions
$ Form 5498
3 Roth IRA conversion 4 Recharacterized
amount contributions C
ocial security $ $
- | 5 Fair market value of account | & Life insurance cost included in| Internal Re
box 1 Service (
$ $ File with Forr
7 ral]  sep [1 sivpe [ Rotira [
8 SEP contributions 9 SIMPLE contributions
$ 3 For Privac
10 Roth IRA contributions 11 Check if RMD for 2016 and Pap_e
$ 0 Reductic
12a RMD dat: 12b RMD t NOﬁCG, S
ate amoun
o prr— N 2015 Ge
HERRREINO Instructiol
13a Postponed contribution 13b Year |13c Code Ci
$ Inform
14a Repayments 14b Code Rel

15a FMV of certain specified
assets

15b Code(s)

or similar entity (unless the interest is traded on an established securities market.)

s D—Real estate.
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e E—Ownership interest in a partnership, trust, or similar entity (unless the interest is traded on an established securities

market.)

e F—Option contract or similar product that is not offered for trade on an established option exchange.

e G—Other assets that do not have a readily available FMV.

e H—More than two types of assets (listed in A through G) are held in the IRA.

A maximum of two codes can be entered in Box 15b. If more than two codes apply, enter code H.

The expanded information reporting does not apply to IRA

assets such as stocks, bonds, and mutual funds that are publicly

traded, or to other IRA investments that are readily valued,
such as certificates of deposit. The fair market value of these
IRA assets continues to be reported in Box 5 on Form 5498
under the existing reporting scheme.
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Future Developments

For the latest information about developments related fo
Forms 1099-R and 5495 and their instructions, such as
legislation enacled after they were published, go to
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‘What's New

FATCA filing requirements of certain foreign finan-
clal institutions (FFIs). Beginning in 2014, an FF with
a chagter & requirement to report a cash value insurance
contract of annulty contract that is a U.S. acceunt held by
a specified U.S. person with the FFI may safisly this
requiremant by slecting to raport the account in a manner
similar to that required under saction 6047(d). Form
1099-R i5 10 e used for such reporting. Ses Regulalions
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Specific Instructions for Form 1099-R
File Form 1029-R, Distributions From Pensivns, Annuities,
Retirement or Profit-Sharing Plans, IRAs, Insurance
Gontracts, etc., for sach parson to whorm you have made
a designated distribution or are Ireated as having maca a
distribution of $10 or more from profit-sharing or
refirament plans, any indnedunl retiremant arangemeants
(IRAE), annuities, PeNsions, INSUrance contracts, Survivor
income bensfit plans, permanent and total disability
payments under life insurance contracts, charitable gift
annuities, eic.

Also, report on Form 1085-R death benelit payments
made by employers that are not made as part of a
pansion, profit-sharing, of retirement plan. See Box 1,
later,

Feportable disability paymens mads from a retirement
pian must b reported on Form 1099-R.
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