Part 1V. ltens of General |nterest

Time for Recharacterizing 1998 I RA Contributions

Announcenent 99-104
Pur pose

The first year for which Roth | RAs coul d be established was
1998. It has cone to the attention of the Internal Revenue
Service and Treasury that taxpayers have experienced particul ar
difficulty in properly applying the rules governing Roth IRA
conversion contributions and recharacterizations. |In view of the
tax consequences of excess |IRA contributions, the Service and
Treasury believe that additional tinme should be provided for
t axpayers who nmade 1998 Roth | RA conversion contributions or
ot her 1998 I RA contributions and who would |ike to recharacterize
those contri buti ons.

Thi s announcenent provides relief to taxpayers who woul d
like to recharacterize 1998 I RA contributions, including anounts
contributed to Roth I RAs as conversi ons when the taxpayers were
not eligible. Pursuant to this announcenent, these taxpayers
have until the end of 1999 to recharacterize their 1998 |IRA
contri butions.

Backgr ound

Section 408A(d)(6) of the Internal Revenue Code and
8 1.408A-5 of the regul ations provide that, except as otherw se
provi ded by the Secretary, a taxpayer may elect to recharacterize
an | RA contribution nmade to one type of |IRA as having been nade
to another type of IRA by making a trustee-to-trustee transfer of
the IRA contribution, plus earnings, to the other type of |IRA
In a recharacterization, the IRA contribution is treated as
havi ng been nmade to the transferee I RA and not the transferor
| RA.  Under 8 408A(d)(6) and 8§ 1.408A-5, this recharacterization
el ection generally nust occur on or before the date prescribed by
| aw, including extensions, for filing the taxpayer's Federal
i ncome tax return for the year of the contribution.

Section 1.408A-5, (&A-6, describes how a taxpayer makes the
election to recharacterize an IRA contribution. To
recharacteri ze an anount that has been converted froma
traditional IRAto a Roth IRA: (1) the taxpayer nust notify the



Roth I RA trustee of the taxpayer’s intent to recharacterize the
anount, (2) the taxpayer nust provide the trustee (and the
transferee trustee, if different fromthe transferor trustee)
with specified information that is sufficient to effect the
recharacterization transfer, and (3) the trustee nust neke the
transfer.

Section 301.9100-2(b) of the regul ations generally provides
for an automatic extension of 6 nonths fromthe due date of a
return, excluding extensions, to make el ections that otherw se
nmust be made by the due date of the return or the due date of the
return plus extensions, provided (1) the taxpayer’s return was
timely filed for the year the el ection should have been nmade and
(2) the taxpayer takes appropriate corrective action within this
6-nonth period. Announcenent 99-57, 1999-24 |.R B. 50 (June 14,
1999) describes the application of 8§ 301.9100-2(b) to
recharacterization el ections.

Extension of Tinme to Recharacterize 1998 | RA Contri buti ons

Pursuant to 8 408A(d)(6), a taxpayer will be deened to have
tinmely made an otherw se valid recharacterization of a 1998 | RA
contribution, including a Roth I RA conversion for which the
t axpayer was not eligible, if (1) the recharacterization occurs
on or before Decenber 31, 1999, (2) the taxpayer tinely filed his
or her 1998 Federal incone tax return, and (3) the taxpayer files
an anended 1998 return if the recharacterization is not properly
reflected on the previously filed return.

Ef fect on O her Docunments

Announcenent 99-57 is nodified.



