[image: image3.png]m National Account Services

Outsourcing for HR, Benefits and Payroll




                                                  Client Job Aid


1099-R Distribution Codes
The purpose of this document is to outline the steps for entering 1099-R distribution codes.  A distribution code is required on all 1099-Rs, which is reflected in Box 7.  The distribution code can be mapped to an employee or to a specific earnings code.

Steps to Map a Distribution Code to an Employee
	
	Activity Description

	1
	Open Company

	2
	Go to FILE -> EMPLOYEE MASTER

	3
	Select the appropriate employee

	4
	Click NEXT to go to the second page

	5
	Update the TOTAL DIST and DIST CODE fields
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See Description of IRS codes for Box 7 of Form 1099-R

	6
	Click OK to save

	7
	Request an updated 1099 Distribution Report from your account manager


Steps to Map a Distribution Code to an Earnings Code
	
	Activity Description

	1
	E-mail your account manager with the specifics on the earnings codes that need to be mapped to a distribution code

	2
	To view the company level mapping

· Open Company

· Go to FILE → COMPANY MASTER

· Click OPTIONS

· Select EARNINGS

· Select appropriate earnings code

· Click NEXT to get to the 2nd page
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	3
	Request an updated 1099 Distribution Report from your account manager


IRS Codes for Box 7 of Form 1099-R
	Distribution Code
	Brief Description
	Used with code (if applicable)

	1
	Early distribution, no known exception
	8, B, D, L, or P

	2
	Early distribution, exception applies (under 59 ½ )
	8, B, D, or P

	3
	Disability
	None

	4
	Death
	8, A, B, D, G, H, L, or P

	5
	Prohibited (improper) use of the account; account is no longer an IRA
	None

	6
	Tax-free exchange of life insurance, annuity, or endowment contracts under section 1035
	None

	7
	Normal distribution
	A

	8
	Excess contributions plus earnings/excess deferrals (and/or earnings)  taxable in 2008
	1, 2, 4, B, or J

	9
	Cost of current life insurance protection
	None

	A
	May be eligible for 10-year tax option
	4 or 7

	B
	Designated Roth account distribution that is not a qualified distribution
Note:  Use code E for section 415 excess
	1, 2, 4, 8, D, G, L, or P

	D
	Excess contributions plus earnings/excess deferrals taxable in 2006
Note:  Generally, do not use code D for an IRA distribution under section 408(d)(4) or 408(b)(5)
	1, 2, 4, or B

	E
	Excess annual additions under section 415 and certain excess amounts under section 403(b) plans
	None

	F
	Charitable gift annuity
	None

	G
	· Direct rollover from a qualified plan (including a governmental section 457(b) plan) or section 403(b) plan to an eligible retirement plan (another qualified plan, a section 403(b) plan, or an IRA)
· For certain distributions from conduit IRAs to an employer plan and IRA rollover contributions to an accepting employer plan
	4 or B

	H
	Direct rollover of a designated Roth account distribution to a Roth IRA
	4

	J
	Early distribution from a Roth IRA when code Q of code T do not apply
Note:  Use code 2 for an IRS levy and code 5 for a prohibited transaction
	8 or P

	L
	Loans treated as distributions
Note:  Do not use code L to report a loan offset
	1, 4, or B

	N
	Recharacterized IRA contribution made for 2007 and recharacterized in 2008
	None


	Distribution Code
	Brief Description
	Used with code (if applicable)

	P
	Excess contributions plus earnings/excess deferrals taxable in 2007
	1, 2, 4, B, or J

	Q
	Qualified distribution from a Roth IRA (59 ½ or over, disabled or deceased)
	None

	R
	Recharacterized IRA contribution made for 2007 and recharacterized in 2008
	None

	S
	Early distribution from a SIMPLE IRA in the first 2 years, no known exception (under 59 ½ )
	None

	T
	Roth IRA distribution, exception applies (59 ½ or over, disabled or deceased)
	None

	U
	Distribution of dividends form an employee stock ownership plan (ESOP) under section 404(k).  These are not eligible rollover distributions. Do not report dividends paid by the corporation directly to plan participants or their beneficiaries.  Continue to report those dividends on Form 1099-DIV.
	B
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