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of the account is $1,498 [$1,605 — $107]. There
were no other distributions from the account
as of such date. The net amount of income
earned by the account is $105 [$1,498 + $107 —
(0 + $1,500)]. The net income attributable to
the excess contribution is $7. [$105 x ($100/
$1,500)]. A’s adjusted gross income for 1975 is
his gross income for 1975 ($9,334) reduced by
the amount allowable to A as a deduction
under section 219 ($1,400), or $7,934. A will in-
clude the $7 of the $107 distributed on April
1, 1976, in his gross income for 1976. Further,
A will pay an additional income tax of $.70
for 1976 under section 408(f)(1).

(d) Deemed distribution—(1) General
rule. In any case in which an individual
retirement account ceases to be an in-
dividual retirement account by reason
of the application of section 408(e)(2),
paragraph (a)(1) of this section shall
apply as if there were a distribution on
the first day of the taxable year in
which such account ceases to be an in-
dividual retirement account of an
amount equal to the fair market value
on such day of all of the assets in the
account on such day. In the case of a
deemed distribution from an individual
retirement annuity, see §1.408-3(d).

(2) Using account as security. In any
case in which an individual for whose
benefit an individual retirement ac-
count is established uses, directly or
indirectly, all or any portion of the ac-
count as security for a loan, paragraph
(a)(1) of this section shall apply as if
there were distributed on the first day
of the taxable year in which the loan
was made an amount equal to that por-
tion of the account used as security for
such loan.

(e) Distribution of annuity contracts.
Paragraph (a)(1) of this section does
not apply to any annuity contract
which is distributed from an individual
retirement account and which satisfies
the requirements of paragraphs (b) (1),
(3), (4) and (b) of section 408. Amounts
distributed under such contracts will
be taxable to the distributee under sec-
tion 72. For purposes of applying sec-
tion 72 to a distribution from such a
contract, the investment in such con-
tract is zero.

(f) Treatment of assets distributed from
an individual retirement account for the
purchase of an endowment contract.
Under section 408(e)(5), if all, or any
portion, of the assets of an individual
retirement account are used to pur-

§1.408-5

chase an endowment contract described
in §1.408-3(e) for the benefit of the indi-
vidual for whose benefit the account is
established—

(1) The excess, if any, of the total
amount of assets used to purchase such
contract over the portion of the assets
attributable to life insurance protec-
tion shall be treated as a rollover con-
tribution described in section 408(d)(3),
and

(2) The portion of the assets attrib-
utable to life insurance protection
shall be treated as a distribution de-
scribed in paragraph (a)(91) of this sec-
tion, except that the provisions of sec-
tion 408(f) shall not apply to such
amount.

(g) Transfer incident to divorce—(1)
General rule. The transfer of an individ-
ual’s interest, in whole or in part, in an
individual retirement account, indi-
vidual retirement annuity, or a retire-
ment bond, to his former spouse under
a valid divorce decree or a written in-
strument incident to such divorce shall
not be considered to be a distribution
from such an account or annuity to
such individual or his former spouse;
nor shall it be considered a taxable
transfer by such individual to his
former spouse notwithstanding any
other provision of Subtitle A of the
Code.

(2) Spousal account. The interest de-
scribed in this paragraph (g) which is
transferred to the former spouse shall
be treated as an individual retirement
account of such spouse if the interest is
an individual retirement account; an
individual retirement annuity of such
spouse if such interest is an individual
retirement annuity; and a retirement
bond of such spouse if such interest is
a retirement bond.

[T.D. 7714, 45 FR 52793, Aug. 8, 1980, as amend-
ed by T.D. 9056, 68 FR 23588, May 5, 2003]

§1.408-5 Annual reports by trustees or
issuers.

(a) In general. The trustee of an indi-
vidual retirement account or the issuer
of an individual retirement annuity
shall make annual calendar year re-
ports concerning the status of the ac-
count or annuity. The report shall con-
tain the information required in para-
graph (b) and be furnished or filed in
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the manner and time specified in para-
graph (c).

(b) Information required to be included
in the annual reports. The annual cal-
endar year report shall contain the fol-
lowing information for transactions oc-
curring during the calendar year—

(1) The amount of contributions;

(2) The amount of distributions;

(3) In the case of an endowment con-
tract, the amount of the premium paid
allocable to the cost of life insurance;

(4) The name and address of the
trustee or issuer; and

(5) Such other information as the
Commissioner may require.

(c) Manner and time for filing. (1) The
annual report shall be furnished to the
individual on whose behalf the account
is established or in whose name the an-
nuity is purchased (or the beneficiary
of the individual or owner). The report
shall be furnished on or before the 30th
day of June following the calendar year
for which the report is required.

(2) The Commissioner may require
the annual report to be filed with the
Service at the time the Commissioner
specifies.

(d) Penalties. Section 6693 prescribes
penalties for failure to file the annual
report.

(e) Effective date. This section shall
apply to reports for calendar years
after 1978.

(f) Reports for years prior to 1979. For
years prior to 1979, a trustee or issuer
shall make reports in the time and
manner as the Commissioner requires.

[T.D. 7714, 45 FR 52795, Aug. 8, 1980]

§1.408-6 Disclosure statements for in-
dividual retirement arrangements.

(a) In general—(1) General rule. Trust-
ees and issuers of individual retirement
accounts and annuities are, under the
authority of section 408(i), required to
provide disclosure statements. This
section sets forth these requirements.

(2) [Reserved]

(b)-(c) [Reserved]

(d) Requirements. (1)—(3) [Reserved]

(4) Disclosure statements—(i) Under the
authority contained in section 408(i), a
disclosure statement shall be furnished
in accordance with the provisions of
this subparagraph by the trustee of an
individual retirement account de-
scribed in section 408(a) or the issuer of
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an individual retirement annuity de-
scribed in section 408(b) or of an endow-
ment contract described in section
408(b) to the individual (hereinafter re-
ferred to as the ‘‘benefited individual’’)
for whom such an account, annuity, or
contract is, or is to be, established.

(ii)(A)(I) The trustee or issuer shall
furnish, or cause to be furnished, to the
benefited individual, a disclosure state-
ment satisfying the requirements of
subdivisions (iii) through (viii) of this
subparagraph, as applicable, and a copy
of the governing instrument to be used
in establishing the account, annuity,
or endowment contract. The copy of
such governing instrument need not be
filled in with financial and other data
pertaining to the benefited individual;
however, such copy must be complete
in all other respects. The disclosure
statement and copy of the governing
instrument must be received by the
benefited individual at least seven days
preceding the earlier of the date of es-
tablishment or purchase of the ac-
count, annuity, or endowment con-
tract. A disclosure statement or copy
of the governing instrument required
by this subparagraph may be received
by the benefited individual less than
seven days preceding, but no later
than, the earlier of the date of estab-
lishment or purchase, if the benefited
individual is permitted to revoke the
account, annuity, or endowment con-
tract pursuant to a procedure which
satisfies the requirements of subdivi-
sion (i1)(A)(2) of this subparagraph.

(2) A procedure for revocation satis-
fies the requirements of this subdivi-
sion (ii)(A)(2) of this subparagraph if
the benefited individual is permitted to
revoke the account, or endowment con-
tract by mailing or delivering, at his
option, a notice of revocation on or be-
fore a day not less than seven days
after the earlier of the date of estab-
lishment or purchase and, upon revoca-
tion, is entitled to a return of the en-
tire amount of the consideration paid
by him for the account, annuity, or en-
dowment contract without adjustment
for such items as sales commissions,
administrative expenses or fluctuation
in market value. The procedure may
require that the notice be in writing or
that it be oral, or it may require both
a written and an oral notice. If an oral
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