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The CARES Act waived required minimum distributions (RMDs) for 2020 and allowed many of those distributions to be returned to a
retirement account (aka. “rollover” or “recontribution”). However, now that tax season is upon us, we have started to hear questions
about how to report these distributions and rollovers on tax returns. In addition, there are also questions about reporting of coronavirusrelated distributions (CRDs) and how 2021 RMDs will work. Here are answers to the most common questions and concerns.
Note: This memo is general in nature and is for informational purposes only. It is not intended and should not be construed as a
legal, tax, or investment advice/recommendation. Individuals should contact a tax professional to help answer questions about
their specific situations prior to taking action based on this information.

FAQs for 2020 RMDs that were returned
Q1: Why did I receive a Form 1099-R?
The primary purpose of Form 1099-R is to report distributions from retirement accounts. Every time a distribution is taken from a
retirement account, the IRS requires financial institutions to report the withdrawal on a Form 1099-R (see IRS instructions to Form 1099R).

Q2: Why does my Form 1099-R say that I have a distribution, even though I returned the money?
Even if you returned a distribution, you’ll still receive a Form 1099-R, since a distribution did initially occur. Generally, returning the funds
to the same or different retirement account does not undue or void the withdrawal, even though there may be no taxes due on your
personal tax return if the funds are returned.

Q3: How are returned distributions reported on Form 1099-R?
Form 1099-R is primarily used to report distributions, not returns or recontributions. The IRS requires financial institutions to report all
withdrawals in box 1 “Gross distribution” of Form 1099-R, even if the funds are later returned or rolled over. In addition, box 2a “Taxable
amount” may also report an amount. If the taxable portion of the distribution cannot be determined by the custodian or plan sponsor,
box 2b “Taxable amount not determined” may be checked. Regardless of how the custodian or plan sponsor reported the distribution,
it’s more important that individual taxpayers clarify on their tax return that the distribution was eventually returned (see Q4 for more
details).

Q4: Do I need to report RMDs or distributions on my tax return if I returned them?
Yes, you generally will need to report RMDs and distributions on your tax return that were returned or rolled over. For example, let’s say
Susan took out $35,000 from a traditional IRA in February of 2020 to cover her RMD. Later in the year she utilizes the CARES Act waiver
of RMDs to return the entire distribution to the same account. In this case she won’t owe any taxes on this distribution, however, she
still needs to report it in her individual tax return. See the image below for how her rollover could be reported on Form 1040 by her tax
advisor.
Screenshot of a section of Form 1040 for 2020, Source: IRS
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Note: This example is for illustration purposes only. This should not be considered or used as tax preparation advice. If you
need guidance on the preparation of your tax return, refer to the IRS instructions to Form 1040 and/or consult with a tax
professional for personalized advice.

Q5: I received a Form 5498. What should I do with it?
Generally, no action is required when you receive a Form 5498. Form 5498 will report contributions or rollovers (including returns of
RMDs) made in 2020. Form 5498 is not generally issued until after the April 15th tax filing deadline (it must be sent by May 31st) and is
NOT needed to prepare a tax return. Form 5498 is not issued until after the tax filing deadline, due to the fact that IRA contributions can
be made up until tax day. This form is for informational purposes only and should be stored with the tax return for record-keeping.

FAQs for Coronavirus-Related Distributions (CRDs)
Q6: Why did I receive a Form 1099-R for a CRD that I took in 2020?
Since a CRD involves a withdrawal of funds from a retirement account, the IRS requires reporting of the distribution on a Form 1099-R,
even if you eventually return the distribution to an eligible retirement account (see IRS Notice 2020-50, Section 3, A).
Q7: How do I report a CRD on my tax return?
CRDs will need to be reported on the 2020 individual tax return and on Form 8915-E (qualified 2020 disaster retirement plan distribution
and repayments) per IRS Notice 2020-50. Due to the complexity of the CRD rules, and the various options for repaying or being taxed on
these distributions, we recommend consulting with a tax professional to determine which option is best for your situation. To learn more
about CRDs see IRS webpage, “Coronavirus-related relief for retirement plans and IRAs questions and answers.”

FAQs for 2021 RMDs

2020 RMD

2021 RMD

RMDs were generally waived by the CARES Act and
there is no need to make up for them in 2021.

Original account owner RMDs for 2021 are based on your
age this year and the retirement account’s value as of
December 31, 2020. For inherited retirement account RMDs,
read “Inheriting an IRA? Understand Your Options.”

Q8: I skipped my RMD for 2020, do I need to make up for it in 2021?
No, since the CARES Act waived all 2020 RMDs you will not need to take your tax year 2020 RMD in 2021. You will only need to take
your RMD for tax year 2021, by December 31st.
Q9: If my first RMD was supposed to be taken by April 1, 2020 but I did not take it due to the CARES Act waiver, will I need to take that
RMD in 2021?
No, you will not have to take that RMD. In this case the RMDs for tax year 2019 and 2020 would fall under the CARES Act waiver.
However, you will need to take the RMD for tax year 2021, by December 31st.
Q10: If my first RMD was supposed to occur in 2020 but I decided to wait until April 1, 2021, do I still need to take that RMD?
No you will not have to take that RMD in 2021. Since that RMD was related to tax year 2020, it falls under the CARES Act waiver.
However, you will need to take the RMD for tax year 2021, by December 31st.
Q11: Will RMDs for 2021 be waived like they were in 2020?
At this time, there is no indication that RMDs will be waived for 2021. Therefore, we have to assume that RMDs will need to be taken in
2021. We will keep you informed if things change.

What should you consider next?
Many people benefited from the suspension of the 2020 RMDs and ability to take CRDs by the CARES Act. Unfortunately, it has also
created confusion for tax-reporting. If you have tax preparation questions, we recommend consulting with a tax professional, who can
provide personalized advice for your specific situation.
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Important disclosures
The information provided here is for general informational purposes only and should not be considered an individualized
recommendation or personalized investment advice. The investment strategies mentioned here may not be suitable for everyone.
Each investor needs to review an investment strategy for his or her own particular situation before making any investment decision.
All expressions of opinion are subject to change without notice in reaction to shifting market or economic conditions. Data contained
herein from third party providers is obtained from what are considered reliable sources. However, its accuracy, completeness or
reliability cannot be guaranteed.
This information is not intended to be a substitute for specific individualized tax, legal or investment planning advice. Where specific
advice is necessary or appropriate, Schwab recommends consultation with a qualified tax advisor, CPA, financial planner or
investment manager.
Examples provided are for illustrative purposes only and not intended to be reflective of results you can expect to achieve.
This material is approved for retail investor use only when viewed in its entirety. It must not be forwarded or made available in part.
The Schwab Center for Financial Research is a division of Charles Schwab & Co., Inc.
The Charles Schwab Corporation provides a full range of brokerage, banking and financial advisory services through its operating
subsidiaries. Its broker-dealer subsidiary, Charles Schwab & Co., Inc. (member SIPC), offers investment services and products,
including Schwab brokerage accounts. Its banking subsidiary, Charles Schwab Bank (member FDIC and an Equal Housing Lender),
provides deposit and lending services and products. Access to Electronic Services may be limited or unavailable during periods of
peak demand, market volatility, systems upgrade, maintenance, or for other reasons.
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