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IRA transactions for 2022 must be accurately reported to the IRS to avoid adverse tax 
consequences. These tips for the four key IRA tax forms can be used to simplify 
important reporting requirements. 
 

IRA transactions for 2022 must be accurately 
reported to the IRS to avoid adverse tax 
consequences. Depending on the transaction, this 
reporting must be done by the IRA custodian, the 
IRA owner’s tax preparer, or both. In some cases, 
the tax preparer will need to expand on reporting 
done by the IRA custodian so that the IRA owner 
can get any tax savings for which they qualify. The 
following tips for the four key IRA tax forms can 
be used to simplify important reporting 
requirements. 

Inform the tax preparer about IRA transactions 

This is one of the most important steps for accurate tax reporting on an IRA owner’s tax 
return. There is an alarming number of tax preparers who file tax returns without 
including tax-affecting transactions for IRAs and employer plans, simply because the 
IRA owners failed to inform them about these transactions. To prevent this from 
happening, an IRA owner must inform their tax preparer about every deposit and every 
disbursement that they make for their IRA. This is especially helpful for those that 
require adjustments for the IRA owner to benefit from favorable tax provisions. 

An example of an IRA custodian’s tax reporting event that requires an adjustment by the 
tax preparer is the 10% early distribution penalty, when the distribution qualifies for an 
exception to the penalty, but the custodian’s tax reporting says otherwise. 

For example, if an IRA takes an early (pre age 59½) distribution from their traditional 
IRA to pay for qualified higher education expenses, the IRA custodian will report to 
the IRA owner and the IRS that the distribution is subject to a 10% 
additional tax (early distribution penalty), even though the amount 
qualifies for an exemption from this penalty. 

The IRA owner must therefore notify their tax preparer that the distribution was used to 
cover qualified higher education expenses so that the tax preparer can file IRS Form 



5329: Additional Taxes on Qualified Plans (including IRAs) and Other Tax-Favored 
Accounts to override the IRA custodian’s early distribution penalty code in Box 7 of 
the Form 1099-R. 

While the above example applies to distributions, it is in the IRA owner’s best interest to 
inform their tax preparer about any IRA contribution activity as well. See Form 5498 
below. 

The tax preparer is responsible for determining if and how those transactions should be 
reported on the IRA owner’s tax return. 

1. Form 1099-R 

Any reportable disbursement from an IRA must be reported on IRS Form 1099-
R: Distributions from Pensions, Annuities, Retirement or Profit-Sharing Plans, IRAs, 
Insurance Contracts, etc. These include distributions that were later rolled over, Roth 
conversions, return of excess contributions, and recharacterizations of IRA 
contributions. 

The Form 1099-R should indicate whether the amount is tax-free. For example, if a 
Form 1099-R is issued for a direct rollover from a traditional IRA to a traditional 401(k) 
account, the trustee/custodian must input zero in Box 2a of Form 1099-R to show that 
the amount represents a tax-free distribution. Additionally, Code G should be inputted 
in Box 7, to let the IRS know that the amount represents a direct rollover. 

Where a distribution is not clearly tax-free, the IRA custodian might be required to 
report the amount as taxable by inputting the full amount in Box 2a, but also check Box 
2b, Taxable amount not determined, to allow a tax preparer to explain whether any 
portion of that distribution is not taxable. A good example of this is a distribution of 
basis (after-tax amounts) from a traditional IRA, which would be tax-free. The tax 
preparer would need to file IRS Form 8606, Nondeductible IRAs (Form 8606) to report 
how much of the distribution is attributed to basis and therefore nontaxable. More on 
Form 8606 below. 

Reminder: If an IRA owner moves assets between two IRAs of the same type—for 
example, traditional IRA to traditional IRA as a trustee-to-trustee transfer—that 
transfer should not be reported on IRS Form 1099-R. If the IRA requested a transfer but 
a Form 1099-R was issued for that amount, they should contact the IRA custodian to 
have the 1099-R voided. 

Click the link to see a copy of the 2021 Form 1099-R and the boxes mentioned. 

2. Form 8606 

IRS Form 8606 is used to track basis in IRAs. Examples of basis include nondeductible 
traditional IRA contributions and rollovers of after-tax amounts from employer plans to 
traditional IRAs. Distributions of these amounts from traditional IRAs are tax-free. 

http://www.horsesmouth.com/LinkTrack.aspx?u=https://www.irs.gov/pub/irs-prior/f1099r--2021.pdf


However, failing to file Form 8606 could result in these amounts being treated as 
taxable income on the IRA owner’s tax return. 

To prevent after-tax amounts from being treated as taxable income, Form 8606 should 
be filed for every nondeductible contribution that an IRA owner makes to their 
traditional IRA, for any distribution of Roth conversions made from a traditional IRA 
when the traditional IRA balance includes basis, and for distributions from Roth IRAs. 

Important: For this purpose, all of an individual’s traditional, SEP and SIMPLE IRAs 
are aggregated and treated as one traditional IRA. Beneficiary IRAs are not aggregated 
with an individual’s own IRAs. 

Please see this link for a copy of the 2021 Form 8606. 

3. Form 5329 

Form 5329 is used to report excise tax for certain transactions. For traditional IRAs, 
these are: 

• The 6% excise tax that applies to an excess IRA contribution that is not corrected 
by the IRA owner’s tax filing due date, plus extensions. In this case, Form 5329 
must be filed for every year the excess contribution remains in the IRA. 

• The 50% excess accumulation penalty that applies to required minimum 
distributions (RMD) that are not distributed by the applicable deadline. Form 
5329 must be filed to either pay the penalty or request a waiver of the penalty. 
And, 

• The 10% early distribution penalty on distributions taken before the IRA owner’s 
reach age 59½. In this case, the Form 5329 would be filed if the 1099-R does not 
properly reflect whether the 10% early distribution penalty is owed. 

Please see this link for a copy of the 2021 Form 5329. 

4. Form 5498 

The IRA custodian must report certain contributions on IRS Form 5498: IRA 
Contribution Information. This includes regular contributions to traditional IRAs, 
regular contributions to Roth IRAs, rollover contributions, Roth conversions and 
recharacterizations. 

The IRA custodian is required to issue Form 5498 for 2021 by May 31, 2022. Since this 
might be after many personal tax returns would have been filed, a tax preparer will not 
know about those contributions unless the IRA owner tells them. Notifying their tax 
preparer will help to ensure that any required reporting is included on an IRA owner’s 
tax return. 

http://www.horsesmouth.com/LinkTrack.aspx?u=https://www.irs.gov/pub/irs-prior/f8606--2021.pdf
http://www.horsesmouth.com/LinkTrack.aspx?u=https://www.irs.gov/pub/irs-prior/f5329--2021.pdf


Form 5498 is also used to report the fair market value for an IRA as of the end of the 
previous year, and whether the IRA is subject to RMDs. This RMD reporting 
requirement does not apply to Roth IRAs and beneficiary IRAs. 

Please see this link for a copy of the 2021 Form 5498. 

Contact 

IRA owners should review their Forms 1099-R and 5498 along with their tax advisor 
and contact their IRA custodian immediately if they find that any of the information 
included on these forms is incorrect. 
 
I trust you’ve found this review to be educational and helpful. If you have any questions or would like to 
discuss any matters, please feel free to give me or any of my team members a call. 

(For Clients) As always, I’m honored and humbled that you have placed your confidence and trust in me 
to serve as your financial advisor. 

(For Prospects) If you have any questions or concerns, I would love the opportunity to meet with you to 
discuss your retirement and investment goals.  

Kind Regards,  

 

Randy H. Packett 
President & CEO Chesapeake Capital Management 
2943 Emmorton Road 
Abingdon, MD 21009 
410-671-2260 

 
Investment Advisory Services offered through Chesapeake Capital Management, LLC, a Registered 
Investment Advisor. Securities offered through TD Ameritrade Institutional, located at 7801 Mesquite 
Bend Drive, Suite 112, Irving, TX 75063-6043, (800) 431-3500. Chesapeake Capital Management, LLC 
is neither an affiliate nor subsidiary of TD Ameritrade Institutional and does not provide tax or legal 
services”.  

Chesapeake Capital Management is neither an attorney nor an accountant, and no portion of this 
content should be interpreted as legal, accounting or tax advice.  

Additional information about Chesapeake Capital Management is available in its current disclosure 
documents, Form ADV, Form ADV Part 2A Brochure, and Client Relationship Summary report which 
are accessible online via the SEC’s investment Adviser Public Disclosure (IAPD) database 
at www.adviserinfo.sec.gov, using CRD # 270014. 

 

http://www.horsesmouth.com/LinkTrack.aspx?u=https://www.irs.gov/pub/irs-prior/f5498--2021.pdf
http://www.adviserinfo.sec.gov/
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