
Tough Rule Regarding IRA Rollovers 

An indirect IRA rollover is a transaction that allows you to withdraw cash from one IRA, have 

the money sent to you, and then redeposit it into another IRA, without in certain 

circumstances a current tax consequence. This is a way to move IRA funds from one 

investment account to another. It will be reported on your tax return and the indirect rollover 

may be treated as a tax-free transaction if: 

 

1. You redeposit the amount withdrawn into the same or another IRA no  

later than 60 days after the date you made the withdrawal  

2. You do a tax-free rollover once in a 12 month period. The one year begins on 

the date you receive the IRA distribution not the date you roll it back into 

another 

 

The previous rule regarding the 12 month waiting period will be applied separately for each 

traditional IRA you own.  Following a recent tax court case, the IRS will treat all of your 

traditional IRAs as one for the 12 month waiting period; treating it as an IRA rollover per 

taxpayer. It will not apply this rule to any rollover that involves a pre-2015 IRA distribution.  

 

Rollovers between Roth IRAs are subject to the same 60-day rule and 12 month waiting 

period as the rollovers between traditional IRAs. After 2014 all of your Roth IRAs will be 

treated as 1 Roth IRA.  

 

Rollovers directly from an employer retirement plans to an IRA are not counted in the 12 

month wait period and neither are conversions of regular IRAs to Roth IRAs. The 12 month 

waiting period does not apply for trustee-to-trustee transfers between traditional IRAs or 

between Roth IRAs. These are tax-free transfers and are made directly from one financial 

institution to another; they can be made anytime and are not reported on your tax return. 

 

Starting in 2015, if you make more than one rollover, only the first rollover will be considered 

tax-free. The second withdrawal will violate the 12 month waiting period and will be subject 

to taxation. A 10% early withdrawal penalty may also apply if you are not 59 ½ years of age 

and older or qualify for an exemption. If the second rollover and the amount rolled over 

exceed the allowable IRA contribution you can make for the year, the excess contribution is 

subject to a 6% tax unless withdrawn by the due date of the tax return for the year of the 

attempted rollover.  

 



For example: suppose in February of 2014, you withdrew the balance from IRA 1 and rolled to 

IRA 3 within 60 days. July of 2014, you withdrew the balance from IRA 2 and rolled to IRA 4 

within 60 days. At the time of the transaction you had not made any prior rollovers. Neither 

withdrawal will be taxed because IRA 1 and IRA 2 are treated separately for the purpose of 

the 12 month waiting period. If you make 2 rollovers in 2015, when all IRAs are treated as 1, 

when applying the 12 month waiting period, only the withdrawal from the first would be tax-

free. The second withdrawal would be taxed and you could be subject to the 10% early 

withdrawal penalty. The second withdrawal into an IRA, if it exceeded the allowable regular 

contribution you could make to an IRA in 2015, would be treated as excess contribution 

subject to a 6% tax unless withdrawn by the return due date for the year of the attempted 

rollover. 

 

There are lessons to be learned from this tax court case: 

 

 Consult a calendar when applying the 60 day rule; anything on or after the 61st 

day is a miss 

 An ordinary taxpayer cannot use the IRS’ own publication to win a fight with 

an IRS auditor 

 Whenever possible, move IRA money only in a trustee-to-trustee transfer 

 DO NOT do more than 1 - 60 day rollover a year, after January 2015 

 If you receive a distribution from an IRA or 401(k) – even one that qualifies for 

a rollover and isn’t taxable; be sure to fill out lines 15A and 15B on your 1040; 

the custodian will report it to the IRS on a 1099R and it will be computer 

matched to the IRS 

 If you take a distribution before age 59 ½, even if you believe it meets one of 

the exceptions to the 10% penalty for early withdrawals, plug in a code on 

form 5329 to explain why it wasn’t subject to the 10% penalty; example – 08 

for IRA distributions made for higher education expenses. The form is required 

and the full disclosure helps protect you against potential penalties  

 If using a rollover to borrow from your IRA, DO NOT expect the IRS to like it; it 

can be perceived as a back door attempt to a short-term interest-free loan 

 When you do a 60 day rollover, track it diligently and keep copies of all  

instructions to your IRA trustee 

 If you miss the 60 day deadline and enough money is at stake consult a tax 

lawyer or CPA who is knowledgeable about IRAs; it might make sense to apply 

for a private letter ruling from the IRS, allowing you a dispensation from the 60 

day rule. 
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