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Discussion of Form 5305-RA, Roth 
Individual Retirement Account 

T h e IRS has i s s u e d t w o m o d e l R o t h I R A 
f o r m s . T h e p u r p o s e of this ar t ic le is to set 
f o r t h a n d d i s c u s s the g e n e r a l i n s t r u c t i o n s 
a n d the e ight art ic les w h i c h c o m p r i s e the 
IRS m o d e l F o r m 5 3 0 5 - R A . 
The G e n e r a l Instructions 

T h e p e r t i n e n t p o r t i o n of the genera l 
i n s t r u c t i o n s read as f o l l o w s : 

"This Roth IRA can be used by a depositor to 
hold: (I) IRA Convers ion Contr ibut ions, 
amounts rol led over or transferred from 
another Roth IRA, and annual cash contribu­
tions of up to 32,000 from the depositor, or 
(2) if designated as a Roth Conversion IRA 
(by checking the box on page I), only IRA 
Conversion Contributions for the same tax 
year. 

To simplify the identification of funds distrib­
uted from Roth IRAs, depositors are encour­
aged to mainta in IRA Conve rs i on 
Contributions for each tax year in a separate 
Roth IRA. 

IRA Conve rs i on Cont r ibu t ions . IRA 
Conversion Contributions are amounts rolled 
over, transferred or considered transferred 
from a nonRoth IRA to a Roth IRA. A 
nonRoth IRA is an IRA or IRA annuity 
described in section 408(a) or (b) other than 
a Roth IRA." 

C W F ' s C o m m e n t s 

1. T h e IRS has c o m e u p w i t h a n e w 
t e r m , " R o t h C o n v e r s i o n I R A " w h i c h 
m a n y p e o p l e w i l l f i n d c o n f u s i n g . In a g e n ­
eral sense, a n y m o n e y m o v e d f r o m a tra­
d i t i o n a l I R A to a R o t h I R A is a R o t h c o n ­
v e r s i o n . T h e IRS , h o w e v e r , has c o m e u p 
w i t h a m o r e l i m i t e d d e f i n i t i o n for the 
t e r m , " R o t h C o n v e r s i o n I R A . " It m e a n s 
I R A C o n v e r s i o n C o n t r i b u t i o n s m a d e o n l y 
for the s a m e tax year . T h e IRS p u r p o s e is 
to " segregate" these f u n d s ( s i m i l a r to a 
c o n d u i t I R A ) w i t h i n a separate R o t h I R A 
so it w i l l be easy to d e t e r m i n e the tax 
resul ts (i.e. the a p p l i c a t i o n of the f i v e - y e a r 
h o l d i n g r e q u i r e m e n t a n d re la ted rules) i f 

there is a d i s t r i b u t i o n . K e e p i n m i n d that 
the T e c h n i c a l C o r r e c t i o n s w o u l d g e n e r a l l y 
i m p o s e t w o d i f f e r e n t 10% excise taxes if a 
p e r s o n not ye t age 59 1 /2 w o u l d w i t h ­
d r a w r o l l e d o v e r f u n d s before the f i v e -
year r e q u i r e m e n t w a s met . P r e s u m a b l y , if 
a p e r s o n c o m b i n e d r o l l e d o v e r c o n t r i b u ­
t ions w i t h r e g u l a r R o t h c o n t r i b u t i o n s a n d 
then he o r she w i t h d r e w a p o r t i o n , the 
a m o u n t w i t h d r a w n w o u l d be c o n s i d e r e d 
to p r i m a r i l y h a v e c o m e f r o m the r o l l o v e r 
a n d w o u l d b e subject to the excise taxes. 

2. A l t h o u g h the IRS r e c o m m e n d s that 
r o l l e d o v e r f u n d s be k e p t i n a separate 
R o t h I R A , the IRS a c k n o w l e d g e s that a 
p e r s o n m a y c o m b i n e three types of c o n t r i ­
b u t i o n s i n a R o t h I R A : (1) f u n d s r o l l e d 
o v e r o r t rans fer red f r o m a t r a d i t i o n a l I R A ; 
(2) f u n d s r o l l e d o v e r o r t ransferred f r o m 
a n o t h e r R o t h I R A ; a n d (3) a n n u a l cash 
c o n t r i b u H o n s of $2,000. 
Art ic le I 

1. If this Roth IRA is not designated as a 
Roth Conversion IRA, then except in the case 
of a rollover contribution described in section 
408A(e), the custodian will accept only cash 
contributions and only up to a maximum 
amount of 82,000 for any tax year of the depos­
itor. 

2. If this Roth IRA is designated as a Roth 
Conversion IRA, no contributions other than IRA 
Conversion Contributions made during the 
same tax year will be accepted. 

C W F ' s C o m m e n t s 

1. T h e o n l y t y p e of R o t h I R A w h i c h c a n 
accept the R o t h a n n u a l c o n t r i b u t i o n of 
$2,000 is a R o t h I R A w h i c h is not des ignat ­
ed as a R o t h C o n v e r s i o n I R A . 

2. O n l y c a s h c o n t r i b u t i o n s m a y be m a d e 
if a r e g u l a r R o t h c o n t r i b u t i o n is b e i n g 
m a d e , a n d t h e n o n l y to the extent of 
$2,000. N o t e that there is n o d i s c u s s i o n i n 
the p l a n a g r e e m e n t of w h e n o r h o w a n 
excess c o n t r i b u t i o n w o u l d be created. A n 

Continued on page 2 

IRS Provides 
Interim 
Guidance on 
Roth IRAs 

T h e IRS i s s u e d A n n o u n c e m e n t 97-122 i n 
In ternal R e v e n u e B u l l e t i n 1997-50 o n 
D e c e m b e r 15 ,1997. T h i s A n n o u n c e m e n t 
p r o v i d e s i n t e r i m g u i d a n c e o n R o t h I R A s . 
T h a t is , there w i l l be m o r e g u i d a n c e f o r t h ­
c o m i n g as the IRS has m o r e t i m e to 
a d d r e s s the n u m e r o u s issues. 

A t the s a m e t i m e the IRS i s sued this 
A n n o u n c e m e n t , the IRS also i ssued the 
t w o m o d e l f o r m s . F o r m 5305-R (trust ver­
s ion) a n d 5 3 0 5 - R A (custodia l vers ion) . A 
d i s c u s s i o n of the F o r m 5 3 0 5 - R A is set for th 
i n a separate art ic le i n this newslet ter . 
T h e in te r im G u i d a n c e 

(1) W e (the IRS) h a v e i s s u e d m o d e l 
f o r m s . T h e s e f o r m s serve as Service 
a p p r o v e d m o d e l f o r m s for use b y f i n a n c i a l 
i n s t i t u t i o n s to of fer R o t h I R A s to their cus­
t o m e r s . 

C o m m e n t : m o s t p e n s i o n c o n s u l t i n g 
c o m p a n i e s , i n c l u d i n g C W F , base their I R A 
a n d R o t h I R A p l a n agreements o n the IRS 
m o d e l f o r m s . 

(2) C o n t r i b u t i o n s to a R o t h I R A m u s t be 
m a i n t a i n e d as a separate trust , c u s t o d i a l 
a c c o u n t or a n n u i t y f r o m c o n t r i b u t i o n s to a 
t r a d i t i o n a l I R A . Separate a c c o u n t i n g w i t h -
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excess c o u l d b e created if the R o t h I R A 
c o n t r i b u t i o n w o u l d h a v e a l r e a d y b e e n 
m a d e to a n o t h e r R o t h I R A o r i f the p e r s o n 
h a d m a d e a c o n t r i b u t i o n to a t r a d i t i o n a l 
I R A . C o n t r i b u t i o n s to a l l t r a d i t i o n a l a n d 
R o t h I R A s m u s t be aggregated f o r p u r p o s ­
es of the $2,000 l i m i t , a n d the l a w states 
that c o n t r i b u t i o n s are f irst c o n s i d e r e d 
m a d e to the t r a d i t i o n a l I R A or I R A s . 

3. A R o t h C o n v e r s i o n I R A is o n e w h i c h 
accepts o n e or m o r e r o l l o v e r o r c o n v e r s i o n 
c o n t r i b u t i o n s f r o m a t r a d i t i o n a l I R A d u r ­
i n g the s a m e tax year . T h a t is , there m a y 
be m u l t i p l e r o l l o v e r s , b u t they m u s t o c c u r 
all w i t h i n the s a m e tax y e a r . 

4. N o t e that there is n o d i s c u s s i o n of the 
tax consequences re lated to a n y c o n t r i b u ­
t i o n o r d i s t r i b u t i o n f r o m a R o t h I R A w i t h 
this R o t h I R A p l a n agreement . 

ArHcle il 

The $2,000 limit described in Article I Is grad­
ually reduced to SO between certain levels of 
adjusted gross Income (AGI). For a single 
depositor, the $2,000 annual contribution is 
phased out between AGI of $95,000 and 
$100,000; for a married depositor who files joint­
ly, between AGI of $150,000 and $160,000; and 
for a married depositor who files separately, 
t)etween $0 and $10,000. In the case of a con­
version, the custodian will not accept IRA 
Conversion Contributions In a tax year If the 
depositor's AGI for that tax year exceeds 
$100,000 or if the depositor is married and files 
a separate return. Adjusted gross income is 
defined in section 408A(c)(3) and does not 
Include IRA Conversion Contributions. 

C W F ' s C o m m e n t s 

1. T h e $2,000 c o n t r i b u t i o n l i m i t is g r a d ­
u a l l y r e d u c e d w h e n one 's A G I or o n e ' s 
c o m b i n e d A G I exceeds cer ta in l i m i t s . T h e 
l i n u t s to be a p p l i e d d e p e n d u p o n f i l i n g 
status: s i n g l e ; m a r r i e d f i l i n g j o i n t l y ; a n d 
m a r r i e d f i l i n g separate ly . 

2. T h e r e h a d b e e n s o m e t h o u g h t that a 
m a r r i e d p e r s o n w h o f i l e d a separate 
r e t u r n w a s not e l i g i b l e to m a k e a R o t h I R A 
c o n t r i b u t i o n . T h i s f o r m m a k e s it c lear that 
s u c h a p e r s o n is e l ig ib le , b u t he o r she 
m u s t use the phase -out r a n g e of $0-
$10,000. 

3 . W i t h respect to the $100,000 A G I 
i ssue , the F o r m as d r a f t e d fai ls to p u t a 
p e r s o n (or the trustee) o n not i ce that " t h e 
d e p o s i t o r ' s A G I " m e a n s a m a r r i e d c o u ­
p l e ' s c o m b i n e d A G I a n d not the spec i f i c 
d e p o s i t o r ' s A G I . S u p p o s e d l y the I R S 
argues that the d e p o s i t o r ' s A G I for a p e r ­
s o n w h o f i les a separate r e t u r n is f o u n d o n 
the b o t t o m of the F o r m 1040 a n d thus is 
the c o m b i n e d A G I . T h e IRS s h o u l d r e w r i t e 
its f o r m as s o o n as poss ib le . 

Art ic le III 
The depositor's interest in the balance in the 

custodial account Is nonforfeitable. 

C W F ' s C o m m e n t s 

1. T h e i d e n t i c a l p r o v i s i o n i s i n the t r a d i ­
t i o n a l I R A . 

2. T h e " n o n f o r f e i t a b l e " t e r m c o n n o t e s a 
spec ia l type of p e n s i o n a c c o u n t w i t h u l t i ­
m a t e o w n e r s h i p i n the I R A a c c o u n t h o l d e r . 

Art ic le IV 

1. No part of the custodial funds may be 
invested in life insurance contracts, nor may the 
assets of the custodial account be commingled 
with other property except in a common trust or 
common investment fund (within the meaning of 
section 408(a)(5)). 

2. No part of the custodial funds may be 
invested in collectibles (within the meaning of 
section 408(m)) except as otherwise permitted 
by section 408(m)(3), which provides an excep­
tion for certain gold, silver, and platinum coins, 
coins issued under the laws of any state, and 
certain bullion. 

C W F ' s C o m m e n t s 

1. T h e r e are t w o p r o v i s i o n s . T h e s e p r o v i ­
s ions are the s a m e as those w i t h i n the tra­
d i t i o n a l I R A . 

2. T h e fact that R o t h I R A f u n d s c a n n o t 
be i n v e s t e d i n l i f e i n s u r a n c e contracts d o e s 
not m e a n that they c a n n o t b e i n v e s t e d i n 
R o t h I R A a n n u i t i e s . 

3. C o m m o n trust f u n d s c o u l d b e estab­
l i s h e d for R o t h I R A f u n d s . It is u n c l e a r if 
s u c h c o m m o n trust f u n d s c o u l d e n c o m ­
pass b o t h t r a d i t i o n a l I R A f u n d s a n d R o t h 
I R A f u n d s . T h e c o n s e r v a t i v e a p p r o a c h 
w o u l d be to n o t c o m b i n e b o t h f u n d s . 

4. R o t h f u n d s m a y not be i n v e s t e d i n 
col lec t ib les ; the s a m e e x c e p t i o n s a p p l y to 
the R o t h I R A as to the bradi t ional I R A -
cer ta in co ins a n d b u l l i o n . 

Art ic le y 

1. If the depositor dies before his or her entire 
interest is distributed to him or her and the 
grantor's sun/iving spouse is not the sole t>enefi-
ciary, the entire remaining interest will, at the 
election of the depositor or, if the depositor has 
not so elected, at the election of the beneficiary 
or beneficiaries, either: 

(a) Be distributed by December 31 of the 
year containing the fifth anniversary of the 
depositor's death, or 

(b) Be distributed over the life expectancy of 
the designated beneficiary starting no later than 
December 31 of the year following the year of 
the depositor's death. 

If distributions do not begin by the date 
described in (b), distribution method (a) will apply. 

2. In the case of distribution method 1 (b) 
above, to determine the minimum annual pay­
ment for each year, divide the grantor's entire 
interest in the trust as of the close of business 
on December 31 of the preceding year by the 
life expectancy of the designated beneficiary 
using the attained age of the designated benefi­
ciary as of the beneficiary's birthday in the year 
distributions are required to commence and sut)-
tract 1 for each sutisequenl year. 

3. If the depositor's spouse Is the sole benefi­
ciary on the depositor's date of death, such 
spouse will then be treated as the depositor. 

C W F ' s C o m m e n t s 

1. T h i s ar t ic le e x p l a i n s w h a t m u s t h a p ­
p e n after the R o t h I R A a c c o u n t h o l d e r d i e s . 

2 . If the d e p o s i t o r ' s s p o u s e (current) is 
the sole b e n e f i c i a r y o n the d e p o s i t o r ' s d a t e 
of d e a t h , t h e n this R o t h I R A a u t o m a t i c a l l y 
is c o n v e r t e d i n t o the R o t h I R A of the s u r ­
v i v i n g s p o u s e . 

3 . If the de jx j s i tor ' s s p o u s e is n o t the 
sole b e n e f i c i a r y , because e i ther the s p o u s e 
is not the b e n e f i c i a r y o r because there are 
benef ic iar ies i n a d d i t i o n to the s p o u s e , the 
r e m a i n i n g ba lance i n the R o t h I R A w i l l b e 
d i s t r i b u t e d p u r s u a n t to ei ther the f i v e - y e a r 
r u l e or the l i f e - d i s t r i b u t i o n r u l e . T h e 
d e p o s i t o r m a y s p e c i f y w h i c h m e t h o d a 
b e n e f i c i a r y m u s t use , b u t if s u c h i n s t r u c ­
t i o n is not g i v e n , t h e n each b e n e f i c i a r y 
m a y i n s t r u c t w h i c h of the t w o m e t h o d s 
w i l l be u s e d to d i s t r i b u t e h i s o r h e r 
r e q u i r e d d i s t r i b u t i o n s . If the l i f e - d i s t r i b u ­
t i o n r u l e is n o t e lected b y D e c e m b e r 31 of 
the year f o l l o w i n g the year of d e a t h , then 
the f i v e - y e a r m e t h o d is d e e m e d e lec ted . 

T h e ba lance to be u s e d i n the l i f e - d i s t r i b ­
u t i o n c a l c u l a t i o n is the ent ire interest i n the 
R o t h I R A as of the c lose of bus iness o n 
D e c e m b e r 31 of the p r e c e d i n g y e a r d i v i d e d 
b y the l i fe -expectanc) ' factor of the b e n e f i ­
c i a r y u s i n g the age of the b e n e f i c i a r y as of 
his or her b i r t h d a y i n the year d i s t r i b u t i o r K 
are r e q u i r e d to c o m m e n c e a n d s u b t r a c t i n g 
o n e for each subsequent year . N o t e that 
there is no r e q u i r e d d i s t r i b u t i o n for the 
year of d e a t h . A n y d i s t r i b u t i o n i n s u c h y e a r 
w o u l d be p e r m i s s i v e a n d not m a n d a t o r y . 
Art icle VI 

1. The depositor agrees to provide the custo­
dian with information necessary for the custodi­
an to prepare any reports required under sec­
tions 408(i) and 408A(d)(3)(E), Regulations sec­
tions 1.408-5 and 1.408-6, and under guidance 
published by the Internal Revenue Service. 

2. The custodian agrees to submit reports to 
the Internal Revenue Service and the depositor 
prescritied by the Internal Revenue Service. 
C W F ' s C o m m e n t s 

1. T h i s l a n g u a g e is i d e n t i c a l to that 
w i t h i n the t r a d i t i o n a l I R A f o r m . 

2. T h e d e p o s i t o r agrees to p r o v i d e the 
i n f o r m a t i o n necessary so that the c u s t o d i ­
a n / trustee m a y p r e p a r e a n y r e q u i r e d 
f o r m s a n d repor ts . T h i s is a n i n s t i t u t i o n ' s 
basis of a u t h o r i t y f o r o b t a i n i n g a d e p o s i ­
tor ' s s o c i a l s e c u r i t y n u m b e r ra ther t h a n the 
F o r m W - 9 or the b a c k u p w i t h h o l d i n g 
rules . 

Art ic le VII 

Notwithstanding any other articles which may 
be added or incorporated, the provisions of 

Continued on page 3 
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Articles I through IV and this sentence will be 
controlling. Any additional articles that are not 
consistent with section 408A, the related regu­
lations, and other published guidance will be 
invalid. 

C W F ' s C o m m e n t s 

1. T h i s l a n g u a g e is i d e n t i c a l to that 
w i t h i n the t r a d i t i o n a l I R A f o r m . 

2. T h i s A r t i c l e a l o n g w i t h A r t i c l e IX is 
the a u t h o r i t y for a n I R A c u s t o d i a n / t r u s t e e 
a n d d e p o s i t o r to agree to a d d i t i o n a l con­
tractual t e r m s . S u c h a d d i t i o n a l terms m u s t 
n o t c h a n g e the p r o v i s i o n s of A r t i c l e s I - IV 
a n d m u s t be cons is tent w i t h the C o d e , 
r e g u l a t i o n s a n d o t h e r p u b l i s h e d g u i d a n c e 
o n R o t h I R A s . 

Art ic le VIII 

This agreement will be amended from time to 
time to comply with the provisions of the Code, 
related regulations, and other published guid­
ance. Other amendments may be made with 
the consent of the persons whose signatures 
appear below. 

C W F ' s C o m m e n t s 

1. T h i s l a n g u a g e is i d e n t i c a l to that 
w i t h i n the t r a d i t i o n a l I R A f o r m . 

2. T h i s A r t i c l e es tabl ishes the bas ic 
a u t h o r i t y for the fact that this R o t h I R A 
p l a n a g r e e m e n t m a y be a m e n d e d . 

Summary. T h e p r o v i s i o n s f o u n d w i t h i n 
the M o d e l I R S f o r m are qui te s i m i l a r to 
those that are f o u n d i n the t r a d i t i o n a l I R A . 
T h e m a i n d i f ferences are: (1) A r t i c l e 11 p r o ­
v i d e s for r e d u c t i o n i n the $2,000 c o n t r i b u ­
tion l i m i t d e p e n d i n g u p o n cer ta in A G I 
a n d f i l i n g status l i m i t a t i o n s ; (2) A r t i c l e II 
p r o v i d e s that a trustee m a y not accept a 
r o l l o v e r c o n t r i b u t i o n f r o m a t r a d i t i o n a l 
I R A if the d e p o s i t o r ' s A G I exceeds 
$100,000 or if a j o i n t r e h j m is f i l e d a n d (3) 
A r t i c l e V p r o v i d e s for d i f fe rent r e q u i r e d 
d i s t r i b u t i o n r u l e s . I Q 

Options 
Available to a 
Roth 
Beneficiary(ies) 

T h e IRS i n its m o d e l R o t h f o r m s has 
i n d i c a t e d w h a t o p t i o n s w i l l exist fo r the 
b e n e f i c i a r y of a R o t h I R A . These o p t i o n s 
are d i f f e r e n t t h a n those w h i c h a p p l y for 
the t r a d i t i o n a l I R A . 

T h e o p t i o n s w h i c h are a v a i l a b l e d e p e n d 
u p o n w h e t h e r a s p o u s e , if a n y , is or is not 
the so le b e n e f i c i a r y of the R o t h I R A . 

If the s p o u s e is the sole b e n e f i c i a r y of 
h i s o r her deceased s p o u s e ' s R o t h I R A , 
then that R o t h I R A b e c o m e s the R o t h I R A 

Continued on 

The Roth IRA $100,000 Rollover Requirement 
T h e r e is a great d e a l of c o n f u s i o n o v e r 

the $100,000 R o t h r o l l o v e r r e q u i r e m e n t . If 
a p e r s o n is m a r r i e d , does the $100,000 
a p p l y to h i s or her ad jus ted gross i n c o m e 
( A G I ) o r d o e s it a p p l y to the c o u p l e ' s c o m ­
b i n e d a d j u s t e d gross i n c o m e ? O b v i o u s l y , 
the correct a n s w e r m a k e s a v e r y b i g d i f fe r ­
ence. 

E x a m p l e : D a v i d a n d Rober ta are m a r ­
r i e d . D a v i d w i l l h a v e a n ad jus ted gross 
i n c o m e of $75,000 i n 1998 a n d R o b e r t a w i l l 
h a v e a n ad jus ted gross i n c o m e of $88,000. 
E a c h has a t r a d i t i o n a l I R A w i t h a ba lance 
of $25,000. If the $100,000 l i m i t is a p p l i e d 
separa te ly , each w i l l be able to r o l l o v e r 
the f u n d s i n h i s o r h e r t r a d i t i o n a l I R A i n t o 
a R o t h I R A . If the $100,000 l i m i t is deter­
m i n e d b y u s i n g the i r c o m b i n e d ad justed 
gross i n c o m e s , then ne i ther qua l i t i e s to 
m a k e a r o l l o v e r f r o m their t r a d i t i o n a l I R A 
to a R o t h I R A . 

W h a t is the s o u r c e o f the c o n f u s i o n ? 

C o d e sec t ion 408A(c)(2)(B) reads as f o l ­
l o w s : 

"(B) Rollover from IRA - A taxpayer shall not 
be allowed to make a qualified rollover contri­
bution to a Roth IRA from an individual retire­
ment plan other than a Roth IRA during any 
taxable year if -

(i) the taxpayer's adjusted gross income for 
such taxable year exceeds $100,000, or 

(ii) the taxpayer is a married individual filing a 
separate return." 

T h i s a u t h o r be l i eves s u b d i v i s i o n (i) is 
q u i t e c lear . T h e l i m i t a p p l i e s to the one 
s p o u s e w h o w i s h e s to m a k e the r o l l o v e r 
a n d not to the A G I of b o t h spouses . 

T h e $100,000 l i m i t w a s not i n the tax b i l l 
as passed b y the H o u s e of Representa t ives . 
T h e C o n f e r e n c e C o m m i t t e e i m p o s e d the 
$100,000 l i n ^ t . T h e C o n f e r e n c e C o m m i t t e e 
R e p o r t c o n t a i n s the f o l l o w i n g statement , 
"Under the conference agreement, only taxpay­
ers with AGI of less than 3100,000 are eligible to 
roll over or convert an IRA into a Roth IRA." 
T h i s is the tirst s o u r c e of c o n f u s i o n . T h e 
" m a r r i e d " s i t u a t i o n is not express ly d i s ­
c u s s e d . 

T h e s e c o n d a n d m a i n source of c o n f u ­
s i o n c o m e s f r o m the Jo int C o m m i t t e e o n 
T a x a t i o n Staff ' s G e n e r a l E x p l a n a t i o n of 
T a x L e g i s l a t i o n E n a c t e d i n 1997 (JCS-23-
97), I ssued D e c . 18,1997. In tax i n d u s h y 
j a r g o n , the e x p l a n a t i o n is c a l l e d the " b l u e -
b o o k . " U n d e r the sec t ion d e a l i n g w i t h the 
c o n v e r s i o n of a n I R A to a R o t h I R A , the 

f o l l o w i n g s ta tement is m a d e , "Under the 

Act, only taxpayers with AGI of 5100,000 or less 
are eligible to convert an IRA into a Roth IRA. In 
the case of a married taxpayer, AGI is the con> 
bined AGI of the couple. Manned taxpayers filing 
a separate retum are not eligible to make a con­
version." E d i t o r i a l c o m m e n t — i t is q u i t e 

i n t e r e s t i n g that the a t torneys o n the c o m ­
m i t t e e c a n w r i t e the e x p l a n a t i o n suff ic ient­
l y w e l l so that it is c lear that c o m b i n e d 
A G I is u s e d to d e t e r m i n e if the $100,000 
l i m i t is met , b u t they c a n n o t w r i t e the 
statute i n the s a m e w a y . W h a t is t r u l y 
a m a z i n g is that the c o m m i t t e e i n its e x p l a ­
n a t i o n seems to t h i n k that there doesn ' t 
e v e n n e e d to b e a technica l c o r r e c t i o n to 
a s s u r e the i r p o s i t i o n that c o m b i n e d A G I 
m u s t be u s e d . 

W e h a v e c a l l e d the IRS to d i s c u s s this 
i s sue . T h e I R S has a p p a r e n t l y a d o p t e d the 
p o s i t i o n that the $100,000 l i m i t a p p l i e s to 
the m a r r i e d c o u p l e ' s A G I a n d not to each 
s p o u s e o n a separate basis . 

T h e p r o b l e m i s — t h e m o d e l f o r m s w h i c h 
they w r o t e d o not d o a v e r y g o o d job of 
p u t t i n g a n y o n e o n not ice that the IRS 
b e l i e v e s the $100,000 l i m i t is a c o m b i n e d 
A G I l i m i t . 

T h e I R S i s s u e d its m o d e l R o t h I R A 
f o r m s i n e a r l y D e c e m b e r before the 
C o m m i t t e e h a d i s s u e d its e x p l a n a t i o n . T h e 
p e r t i n e n t p o r t i o n of A r t i c l e II of M o d e l 
F o r m 5 3 0 5 - R A reads as f o l l o w s : 

"In the case of a conversion, the custodian 
w i l l not a c c e p t IRA C o n v e r s i o n 
Contributions in a tax year if the deposi­
t o r ' s A G I for that tax year e x c e e d s 
3100,000 or if the depositor is mamed and 
files a separa te return. Adjusted gross 
income is def ined in section 408A(c)(3) 
a n d d o e s not Include IRA C o n v e r s i o n 
Contributions." 

T h e w a y the IRS has w r i t t e n this f o r m 
d o e s not c l e a r l y p u t a p e r s o n o n not ice 
that the $100,000 l i m i t is a m a r r i e d per­
s o n ' s c o m b i n e d A G I a n d not just h is or her 
o w n . 

Summary. T a x p a y e r s i n this s i t u a t i o n 
m a y w e l l w i s h to w a i t to m a k e h i s or her 
r o l l o v e r u n t i l after th is i ssue has b e e n 
f i n a l i z e d m o r e t h a n it has been at this 
time. W e b e l i e v e the a r g u m e n t that the 
p l a i n l a n g u a g e of the statute s h o u l d p r e ­
v a i l so that the $100,000 l i m i t does not 
m e a n c o m b i n e d i n c o m e . C o n g r e s s c a n cer­
t a i n l y pass a t echnica l c o r r e c t i o n if they 
w i s h to i m p o s e the " c o m b i n e d l i m i t . " I^j 
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of tfie s u r v i v i n g s p o u s e a u t o m a t i c a l l y . 
T h e r e is n o e lec t ion b y the s p o u s e to 
a c h i e v e this resul t , a n d the s p o u s e m a y 
not elect a n y other o p t i o n . It is u n c l e a r at 
this t i m e h o w this c o n v e r s i o n w i l l b e h a n ­
d l e d f r o m a data p r o c e s s i n g s t a n d p o i n t . 
T h e s u r v i v i n g s p o u s e s h o u l d c e r t a i n l y 
des ignate h i s or h e r o w n benef ic iar ies as 
s o o n as p o s s i b l e . A l t h o u g h not m a n d a t o ­
r y , it p r o b a b l y w i l l be d e s i r a b l e to h a v e 
the s u r v i v i n g s p o u s e s i g n a n e w R o t h I R A 
p l a n a g r e e m e n t so that he or she c a n des­
ignate n e w benef ic iar ies . 

If the s p o u s e is not the sole b e n e f i c i a r y 
of h i s or her deceased s p o u s e ' s R o t h I R A , 
then each b e n e f i c i a r y w i l l need to elect 
ei ther the f i v e - y e a r r u l e or the l i f e - d i s t r i b -
u h o n r u l e . T h e o n e - y e a r r e d u c t i o n m e t h o d 
w i l l a p p l y for p u r p o s e s of the l i f e - d i s t r i b ­
u t i o n r u l e for a l l benef ic iar ies , i n c l u d i n g a 
spouse , a n d each benef i c ia ry w i l l deter­
m i n e h i s o r her o w n l i fe -expectancy factor . 

T h e per t inent p r o v i s i o n s of the I R S 
m o d e l f o r m are: 
Art icle V 

1. If the depositor dies before his or her 
entire interest is distributed to him or her and 
the grantor's surviving spouse is not the sole 
t)eneficiary, the entire remaining interest will, at 
the election of the depositor, or, if the depositor 
has not so elected, at the election of the benefi­
ciary or beneficiaries, either: 

(a) Be distributed by December 31 of the 
year containing the fifth anniversary of the 
depositor's death, or 

(b) Be distributed over the life expectan­
cy of the designated beneficiary starting no later 
than December 31 of the year following the 
year of the depositor's death. 

If distributions do not begin by the date 
described In (b), distribution method (a) will 
apply. 

2. In the case of distribution method 1 .(b) 
above, to determine the minimum annual pay­
ment for each year, divide the grantor's entire 
Interest in the trust as of the close of business 
on December 31 of the preceding year by the 
life expectancy of the designated beneficiary 
using the attained age of the designated benefi­
ciary as of the beneficiary's birthday in the year 
distributions are required to commence and 
subtract 1 for each subsequent year. 

3. If the depositor's spouse is the sole benefi­
ciary on the depositor's date of death, such 
spouse will then be treated as the depositor. 

O b s e r v a t i o n : A R o t h I R A a c c o u n t h o l d e r 
m a y w e l l w i s h to h a v e separate R o t h 
I R A s — o n e d e s i g n a t i n g his o r her s p o u s e 
as the sole b e n e f i c i a r y a n d others for c h i l ­
d r e n or others as the d e s i g n a t e d b e n e f i c i a -

Question: Can a Trailer Home 
Q u a l i f y as a P r i n c i p a l R e s i d e n c e ? 

• A n s w e r . Y e s . 
D i s c u s s i o n . C o d e sec t ion 72(t) w a s 

a m e n d e d to p r o v i d e that i n s o m e s i t u a ­
tions the 10% excise tax w i l l not a p p l y to 
a d i s t r i b u t i o n to a n I R A a c c o u n t h o l d e r 
w h o is n o t yet age 59 1 / 2 if he o r she 
uses the f u n d s w i t h respect to a f i r s t - t i m e 
h o m e p u r c h a s e . 

C o d e sec t ion 72(t)(8)(D) (ii) states that 
the t e r m " p r i n c i p a l r e s i d e n c e " has the 
s a m e m e a n i n g as u s e d i n s e c t i o n 121. 
S e c t i o n 121 is the sec t ion w h i c h p r o v i d e s 
for the e x c l u s i o n f r o m t a x a t i o n of a cer­
ta in p o r t i o n of the g a i n o n the sale of the 
p r i n c i p a l res idence . 

R e g u l a t i o n 1.121-3 states that the t e r m 
" p r i n c i p a l r e s i d e n c e " has the s a m e 
m e a n i n g as i n sec t ion 1034 ( r e l a t i n g to 
sale or e x c h a n g e of res idence) a n d the 
r e g u l a t i o n s t h e r e u n d e r . I n g e n e r a l . 
S e c t i o n 1034 p r o v i d e s for the d e f e r r a l of 
the g a i n o n a h o u s e w h i c h is s o l d as l o n g 
as the n e w h o u s e b e i n g b o u g h t costs 
m o r e t h a n the h o u s e ( p r i n c i p a l r e s i ­
dence) w h i c h w a s s o l d . 

R e g u l a t i o n 1.1034-l(c)(3)(i) a n d (ii) 
read as f o l l o w s : 

(3) Property used by tlie taxpayer as liis 
principal residence, (i) Whether or not prop­
erly is used by the taxpayer as his resi­
dence, and whether or not property is used 
by the taxpayer as his principal residence 
(in the case of a taxpayer using more than 

one property as a residence), depends 
upon all the facts and circumstances in 
each case, including the good faith of the 
taxpayer ... Property used by the taxpayer 
as his principal residence may include a 
houseboat, a house trailer, or stock held by 
a tenant-stockholder in a cooperative hous­
ing corporation (as those terms are defined 
in section 216(b){1j and (2)), if the dwelling 
which the taxpayer is entitled to occupy as 
such stockholder is used by him as his prin­
cipal residence (section 1034(f)). Property 
used by the taxpayer as his principal resi­
dence does not include personal property 
such as a piece of furniture, a radio, etc., 
which, in accordance with the applicable 
local law, is not a fixture. 
N o t e that the a b o v e r e g u l a t i o n is n o t 

v e r y c lear a b o u t w h e t h e r or n o t the t r a i l ­
er h o m e m u s t q u a l i f y as rea l p r o p e r t y o r 
be a f i x t u r e u n d e r state l a w . T h e c o n s e r v ­
a t i v e a n s w e r is that it m u s t be . H o w e v e r , 
i t seems q u i t e c lear that i n m o s t s i t u a ­
tions the intent is c lear that the t ra i ler 
h o m e serve as a p e r s o n ' s p r i n c i p a l r e s i ­
dence . 

A d d i t i o n a l c o m m e n t . C o d e s e c t i o n 217 
p r o v i d e s that a t a x p a y e r m a y d e d u c t cer­
t a i n m o v i n g expenses . T h e r u l e s r e v o l v e 
a r o u n d a p e r s o n c h a n g i n g h i s o r h e r p e r ­
s o n a l res idence . T h i s r e g u l a t i o n too p r o ­
v i d e s the r u l e that p r o p e r t y s u c h as a 
houseboat , h o u s e t ra i ler or s i m i l a r 
d w e l l i n g c a n be the t a x p a y e r ' s p r i n c i p a l 
res idence , c o n s i d e r i n g a l l of the facts a n d 
c i r c u m s t a n c e s . 
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i n a s i n g l e trust , c u s t o d i a l a c c o u n t or a n n u ­
ity is not p e r m i t t e d a n d w i l l n o t q u a l i f y . 

(3) T h e IRS is not p r e s e n t i y a c c e p t i n g 
s u b m i s s i o n s for o p i n i o n letters o n p r o t o ­
t y p e R o t h I R A s , b u t w i l l i s sue p r o c e d u r e s 
i n the f u t u r e for r e q u e s t i n g s u c h o p i n i o n 
letters. 

(4) T h e IRS w i l l p e r m i t a p r o t o t y p e 
s p o n s o r to c o m b i n e a R o t h I R A a n d a tra­
d i t i o n a l I R A i n the s a m e d o c u m e n t p r o v i d ­
ed that (1) the separate trust r e q u i r e m e n t is 
m e t a n d (2) the p l a n d o c u m e n t as c o m p l e t ­
ed b y the I R A a p p l i c a n t c l e a r l y indica tes 
w h e t h e r it is to be u s e d as a t r a d i t i o n a l I R A 
or a R o t h I R A . T h i s m u s t be d o n e i n s u c h a 
w a y that m a k e s it c lear that d e s i g n a t i o n as 
one t y p e of I R A p r e c l u d e s its d e s i g n a t i o n 
as a d i f fe rent t y p e of I R A . 

(5) T h e IRS w i l l p r o v i d e t r a n s i t i o n a l 
rel ief to those financial i n s t i t u t i o n s w h o d o 
n o t use the p r e - a p p r o v e d IRS m o d e l f o r m s . 
C e r t a i n d i s c l o s u r e s w i l l need to b e m a d e 
once the IRS does a p p r o v e the p r o t o t y p e . 

(6) T h e I R S i n f o r m s e v e r y o n e that the 
H o u s e of R e p r e s e n t a t i v e s has p a s s e d v a r i ­
o u s technica l correc t ions a n d therefore . 
R o t h I R A a c c o u n t h o l d e r s are i n s t r u c t e d to 
m a i n t a i n a separate R o t h I R A to h o l d the 
a m o u n t r o l l e d o v e r f r o m a t r a d i t i o n a l I R A 
f r o m a R o t h I R A c o n t a i n i n g r e g u l a r R o t h 
I R A c o n t r i b u t i o n s . \
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