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must be considered partners for purposes
of determining the number of partners
during the partnership’s taxable year.

(e)  Examples.The following examples
illustrate the provisions of paragraph
(d)(5) of this section.  In the examples, the
partnerships utilize the calendar year, and
the taxable year in question is 1999:

Example 1.  Partnership P had five general part-
ners and 90 limited partners on January 1, 1999.  On
March 15, 1999, 10 more limited partners acquired
an interest in P.  On September 30, 1999, the 10
newest partners sold their individual partnership in-
terests to C, a corporation which was one of the orig-
inal 90 limited partners.  On December 31, 1999, P
had the same five general partners and 90 limited
partners it had on January 1, 1999.  P had a total of
105 partners over the course of partnership taxable
year 1999.  Therefore, P must file its 1999 partner-
ship return on magnetic media.

Example 2. Partnership Q is a general partner-
ship that had 95 partners on January 1, 1999.  On
March 15, 1999, 10 partners sold their individual
partnership interests to corporation D, which was
not previously a partner in Q.  On September 30,
1999, corporation D sold one-half of its partnership
interest in equal shares to five individuals, who were
not previously partners in Q.  On December 31,
1999, Q had a total of 91 partners, and on no date in
the year did Q have more than 100 partners.  Over
the course of the year, however, Q had 101 partners.
Therefore, Q must file its 1999 partnership return on
magnetic media.

Example 3. Partnership G is a general partner-
ship with 100 partners on January 1, 1999.  There
are no new partners added to G in 1999.  One of G’s
partners, A, is a partnership with 53 partners.  A is

one partner, regardless of the number of partners A
has.  Therefore, G has 100 partners and is not re-
quired to file its 1999 partnership return on magnetic
media.

(f)  Effective date.In general, this sec-
tion applies to partnership returns for tax-
able years ending on or after December
31, 1999.  However, electing large part-
nerships under §775 and partnerships
using foreign addresses on their Series
1065 forms are not required to file using
magnetic media for taxable years ending
before January 1, 2001.

Par. 6.  Section 301.6031–1 is revised
to read as follows:  

§301.6031–1  Return of partnership
income.  

For provisions relating to the require-
ment of returns of partnership income, see
§1.6031(a)–1 of this chapter.  For provi-
sions relating to magnetic media filing of
partnership returns, see §301.6011–3.

Par. 7.  Section 301.6721–1 is amended
by removing the third, fourth, and fifth
sentences of paragraph (a)(2)(ii) and
adding four sentences in their place to
read as follows:

§301.6721–1 Failure to file correct
information returns.  

(a) * * *

(2)  * * *
(ii) * * *  However, no penalty is im-

posed under paragraph (a)(1) of this sec-
tion solely by reason of any failure to
comply with the requirements of
§6011(e)(2), except to the extent that such
a failure occurs with respect to more than
250 information returns (the 250-thresh-
old requirement) or in the case of a part-
nership with more than 100 partners,
more than 100 information returns (the
100-threshold requirement) (collectively,
the threshold requirements).  Each Sched-
ule K-1 considered in applying the 100-
threshold requirement will be treated as a
separate information return.  These
threshold requirements apply separately
to each type of information return re-
quired to be filed.  Further, these thresh-
old requirements apply separately to orig-
inal and corrected returns. * * * 

*  *  *  *  *

Michael P.  Dolan,
Deputy Commissioner of 

Internal Revenue.

(Filed by the Office of the Federal Register on
October 22, 1998, 8:45 a.m., and published in the
issue of the Federal Register for October 23, 1998,
63 F.R. 56878)

Changes to Codes for Roth IRAs on Form 1099–R

Announcement 98–106

Purpose The purpose of this announcement is to advise payers making distributions from Roth IRAs of
changes to the distributions codes on Form 1099–R, Distributions From Pensions, Annuities, Retire-
ment or Profit-Sharing Plans, IRAs, Insurance Contracts, etc.

Background The Internal Revenue Service Restructuring and Reform Act of 1998 (Public Law 105–206) amended
Internal Revenue Code section 408A, dealing with Roth IRAs.  Because of these amendments, the
Service has concluded that code K (Distribution from a 1998 Roth conversion IRA in the first 5 years)
on the 1998 Form 1099–R may not be needed.  In addition, a new code for recharacterizations is
needed.

1998 Form 1099–R Code K, to be used in box 7 on the 1998 Form 1099–R, is now optional.  All distributions from a Roth
IRA or Roth conversion IRA can be reported using code J, Distribution from a Roth IRA in first 5
years,  in box 7.

1999 Form 1099–R Code K will be eliminated on the 1999 Form 1099–R.  Code J will be changed to “Distribution from a
Roth IRA.”   Use Code J when reporting any distribution from a Roth IRA or Roth conversion IRA.
Code R, Recharacterized IRA contribution, will be added  to identify a recharacterization of an IRA
contribution.
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