Roth IRAS
The Roth

)

2007 and 2008 _ @

~Questions & Answers%f

a8



What is a Roth Individual Retirement
Account (Roth IRA)?

ARoth IRAis a type of tax-preferred savings and investment
account authorized by Internal Revenue Code section
408A. The Roth IRA allows you to accumulate assets for
retirement purposes and for other purposes.

What are the tax benefits of a Roth IRA?

A Roth IRA will produce tax-free income if certain rules are
met. You or your beneficiary(ies) will not be required to
include in income, for income tax purposes, a distribution
paid from a Roth IRA, whether it be the return of a contri-
bution or the account’s earnings, if certain rules are met. In
some cases, you may be eligible to claim a tax credit
because of your Roth IRA contribution.

What is the basic concept of a Roth IRA, and
what are the associated tax e efits?

If you are eligible, you may ma..» conioutions, within lim-
its, to the Roth IRA. You make *-ase v antributions with after-
tax dollars. The earnings r2»lizea by the Roth IRA are not
presently taxed, and if ce*ain a.*ribution rules are met, will
never be taxed. For ~xample, if you are age 42 on
January 1, 2007, ar.” vou contribute $1,000 a year for 34
years (2007-2047) .~ a kuth IRA, then your contributions of
$34,000 woild «c .um ulate to $110,434.88 as of December
31, 2040 if ar _~rnings rate of 6% compounded annually
were rean.<d. Yuu and your beneficiary(ies) would, of
course, not pay any federal income tax on the contribution
amount of $34,000 when distributed, because you cannot
claim a tax deduction for your contributions. However, the
great tax benefit to be realized from a Roth IRA is that you
and your beneficiary(ies) will not have to include in your
taxable income the earnings of $76,434.88 (and subsequent
future earnings) when distributed to you or your benefici-
ary(ies), as long as the distributions are qualified distribu-
tions, as defined later.

THE CONTRIBUTION RULES

When do | have to establish the Roth IRA?

You have until the due date (without extensions) for filing
your federal income tax return, normally April 15, to estab-
lish and fund your Roth IRA for the previous tax year.





