ROTH | NDI VI DUAL RETI REMENT ARRANCEMENTS (Rot h | RASs) (3-1999)

Li st of Required Modifications and I nformation Package

This i nformation package contains sanples of provisions that have
been found to satisfy certain specific requirenents of the

I nt ernal Revenue Code as anended through the Taxpayer Relief Act
of 1997, Pub. L. No. 105-34. Such | anguage may or may not be
acceptable in specific Roth | RAs, depending on the context.

Part A, provisions 1-12, applies to Roth individual retirenent
accounts under Code 88 408A and 408(a). Part B, provisions 13-
21, applies to Roth individual retirenment annuities under 88 408A
and 408(b).

[Note: This version of the Roth IRA LRMs is identical to the 11-
1998 version except that references to "proposed regul ati ons”
under 8 408A have been anended to reflect the issuance of final
regul ati ons under 8 408A on February 4th, 1999.]

PART A: ACCOUNTS - Roth trust or custodi al accounts under Code
88 408A, 408(a) and 408(h).

(1) Statenent of Requirenent: The Roth IRA is organized and
operated for the exclusive benefit of the individual, Code
88 408A and 408(a). Sanple Language:

The account is established for the exclusive benefit of the
i ndi vidual or his or her beneficiaries.

(2) Statenent of Requirenent: Mxi num perm ssi bl e annual
contribution and restrictions on kinds of contributions,
Code 88 408A(c), 408A(d)(6), 408A(e), 219, 408(p)(1)(B),
408(p)(2) (A (iv) and 408(d)(3)(G and Regul ations
88 1.219-1(c)(1) and 1.408A-3, -4 and -5. Sanple Language:

(a) Maximum perm ssible anmount. Except in the case of a
qualified rollover contribution or a recharacterization (as
defined in (e) below), no contribution will be accepted unless it
is in cash and the total of such contributions to all the
individual's Roth IRAs for a taxable year does not exceed $2, 000,
or the individual's conpensation (as defined in (g) below), if
| ess, for that taxable year. The contribution described in the
previ ous sentence that may not exceed the | esser of $2,000 or the
i ndi vidual's conpensation is referred to as a "regul ar
contribution. A "qualified rollover contribution” is a rollover




contribution that nmeets the requirenents of 8§ 408(d)(3) of the
I nt ernal Revenue Code, except the one-rollover-per-year rule of
8 408(d)(3)(B) does not apply if the rollover contribution is
froman IRA other than a Roth IRA (a "nonRoth I RA").
Contributions may be limted under (b) through (d) bel ow

(b) Reqular contribution limt. |If (i) and/or (ii) bel ow
apply, the maxi numregul ar contribution that can be nade to al
the individual's Roth IRAs for a taxable year is the smaller
anount determ ned under (i) or (ii).

(1) The maxi mum regular contribution is phased out
ratably between certain levels of nodified adjusted gross incone
("modified A ," defined in (f) below) in accordance with the
foll ow ng tabl e:

Ful | Phase- out No
Filing Status Contri bution Range Contribution
Modi fied AG

Si ngl e or Head $95, 000 or |ess Bet ween $95, 000 $110, 000

of Househol d and $110, 000 or nore
Joint Return $150, 000 or |ess Bet ween $150, 000 $160, 000

or Qualifying and $160, 000 or nore

W dow( er)

Marri ed- $0 Bet ween $0 $10, 000
Separate Return and $10, 000 or nore

If the individual's nodified AG for a taxable year is in the
phase-out range, the maxi numregular contribution determ ned
under this table for that taxable year is rounded up to the next
multiple of $10 and is not reduced bel ow $200.

(ti) 1If the individual makes regular contributions to
both Roth and nonRoth I RAs for a taxable year, the maxi num
regul ar contribution that can be made to all the individual's
Roth 1 RAs for that taxable year is reduced by the regul ar
contributions nmade to the individual's nonRoth | RAs for the
t axabl e year.

(c) Qualified rollover contribution limt. A rollover from
a nonRoth I RA cannot be nmade to this IRAif, for the year the
anount is distributed fromthe nonRoth IRA, (i) the individual is
married and files a separate return, (ii) the individual is not
married and has nodified AG in excess of $100,000 or (iii) the
individual is married and together the individual and the
i ndi vidual's spouse have nodified AG in excess of $100,000. For
pur poses of the precedi ng sentence, a husband and wi fe are not
treated as married for a taxable year if they have |lived apart at
all tinmes during that taxable year and file separate returns for
t he taxabl e year.




(d) SIMPLE IRAlimts. No contributions will be accepted
under a SIMPLE | RA Pl an established by any enpl oyer pursuant to
8 408(p). Also, no transfer or rollover of funds attributable to
contributions nmade by a particul ar enployer under its SIMPLE | RA
Plan will be accepted froma SIMPLE IRA, that is, an IRA used in
conjunction with a SIMPLE | RA Plan, prior to the expiration of
the 2-year period beginning on the date the individual first
participated in that enployer's SIMPLE | RA Pl an.

(e) Recharacterization. A regular contribution to a
nonRoth I RA may be recharacterized pursuant to the rules in
8 1.408A-5 of the regulations as a regular contribution to this
| RA, subject to the limts in (b) above.

(f) Mdified AJ. For purposes of (b) and (c) above, an
individual's nodified A for a taxable year is defined in
8 408A(¢c)(3) (O (i) and does not include any anmount included in
adj usted gross incone as a result of a rollover froma nonRoth
| RA (a "conversion").

(g) Conpensation. For purposes of (a) above, conpensation
is defined as wages, salaries, professional fees, or other
anounts derived fromor received for personal services actually
rendered (including, but not limted to comm ssions paid
sal esnen, conpensation for services on the basis of a percentage
of profits, comm ssions on insurance prem uns, tips, and bonuses)
and includes earned incone, as defined in 8 401(c)(2) (reduced by
t he deduction the self-enployed individual takes for
contributions nmade to a self-enployed retirenment plan). For
pur poses of this definition, 8 401(c)(2) shall be applied as if
the termtrade or business for purposes of 8 1402 incl uded
service described in subsection (c)(6). Conpensation does not
i ncl ude anmounts derived fromor received as earnings or profits
fromproperty (including but not limted to interest and
di vi dends) or amounts not includible in gross incone.
Conpensation al so does not include any anount received as a
pension or annuity or as deferred conpensation. The term
"conpensation” shall include any anount includible in the
i ndi vidual's gross inconme under 8 71 with respect to a divorce or
separation instrunment described in subparagraph (A) of
8 71(b)(2). In the case of a married individual filing a joint
return, the greater conpensation of his or her spouse is treated
as his or her own conpensation, but only to the extent that such
spouse's conpensation i s not being used for purposes of the
spouse neking a contribution to a Roth I RA or a deductible
contribution to a nonRoth | RA.




(3) Statenent of Requirenent: An investnent in collectibles
will be treated as a distribution, Code 8§ 408(m. Sanple
Language:

If the trust acquires collectibles wthin the neaning of Code

8 408(m after Decenber 31, 1981, trust assets will be treated as
a distribution in an anmobunt equal to the cost of such

col | ecti bl es.

(Note to reviewer: This provision is not required if the
arrangenent precludes any investnents that could be construed as
collectibles. Code 8 408(m(3) provides an exception to this
rule for certain coins and precious netals.)

(4) Statenent of Requirenent: Prohibition against investnent in
life insurance, Code § 408(a)(3). Sanple Language:

No part of the trust funds will be invested in life insurance
contracts.

(5) Statenent of Requirenent: Distributions before death are
not required, Code 8 408A(c)(5). Sanple Language:

No anount is required to be distributed prior to the death of the
i ndi vi dual for whose benefit the account was originally
est abl i shed.

(6) Statenent of Requirenent: Distribution upon death, Code
88 408A(c)(5) and 408(a)(6), Regulations 8§ 1.408A-6 and
Proposed Regul ations § 1.408-8. Sanple Language:

(a) Upon the death of the individual, distribution of the
individual's entire interest shall be conpleted by Decenber 31 of
t he cal endar year containing the fifth anniversary of the
i ndi vidual's death except to the extent that an election is nade
to receive distributions in accordance with (i) or (ii) bel ow.

(1) If the individual's interest is payable to a
desi gnat ed beneficiary, then the entire interest of the
i ndi vi dual may be distributed over the life or over a period
certain not greater than the life expectancy of the designated
beneficiary comrenci ng on or before Decenber 31 of the cal endar
year imedi ately follow ng the cal endar year in which the
i ndi vi dual di ed.

(i) If the designated beneficiary is the individual's
surviving spouse, the date distributions are required to begin in
accordance with (i) above shall not be earlier than the |ater of
(A) Decenber 31 of the calendar year imrediately follow ng the
cal endar year in which the individual died or (B) Decenber 31 of



t he cal endar year in which the individual would have attained age
70%2

(b) If the designated beneficiary is the individual's
surviving spouse, the spouse may elect to treat the account as
his or her own Roth IRA. This election will be deened to have
been made if such surviving spouse makes a regular contribution
to the account, makes a rollover to or fromsuch account, or
fails to take distributions under (a) above.

(c) The anount required to be distributed each cal endar
year under (a)(i) or (a)(ii) above shall not be |less than the
quoti ent obtained by dividing the balance in the account as of
the end of the preceding cal endar year by the beneficiary's
applicable |life expectancy (as determ ned under (d) bel ow).

(d) Life expectancy is conputed by use of the expected
return nultiples in Table V of § 1.72-9 of the regulations. |If
t he designated beneficiary is the individual's surviving spouse,
then, unless otherw se elected by the surviving spouse by the
time distributions are required to begin, the surviving spouse's
|ife expectancy shall be recal cul ated annually. Such el ection
shall be irrevocable by the surviving spouse and shall apply to
all subsequent years. |In the case of any other designated
beneficiary, |ife expectancies shall be cal culated using the
attai ned age of such beneficiary during the cal endar year in
whi ch distributions are required to begin pursuant to (a)(i) or
(a)(ii) above, and paynents for any subsequent cal endar year
shal | be cal cul at ed based on such |ife expectancy reduced by one
for each cal endar year which has el apsed since the cal endar year
|ife expectancy was first cal cul ated.

(7) Statenent of Requirenent: Individual's interest nust be
nonforfeitable, Code § 408(a)(4). Sanple Language:

The interest of an individual in the balance in his or her

account is nonforfeitable at all tines.

(8) Statenent of Requirenent: Prohibition against comm ngling

of assets, Code 8§ 408(a)(5). Sanple Language:

The assets of the trust will not be comm ngled wth other
property except in a common trust fund or comron investnent fund.



(9) Statenent of Requirenent: Separate accounting for the
i nterest of each individual under a Roth | RA established by
an enpl oyer or enpl oyee associ ation, Regul ations
88 1.408-2(c)(3) and 1.408A-2. Sanple Language:

Separate records will be maintained for the interest of each
i ndi vi dual

(Note to reviewer: The above provision is required only in Roth
| RAs that are sponsored by the enpl oyer or enpl oyee association.)

(10) Statenent of Requirenent: Annual reports by trustees, Code
88 408(i) and 408A(d)(3)(D) and Regul ations § 1.408-5.
Sanmpl e Language:

The trustee of a Roth individual retirenent account shall furnish
annual cal endar-year reports concerning the status of the
account .

(11) Statenent of Requirenent: Substitution of non-bank trustee
or custodian, Regulations 8 1.408-2(e)(6)(v). Sanple
Language:

The non-bank trustee or custodi an shall substitute another
trustee or custodian if the non-bank trustee or custodi an
recei ves notice fromthe Connm ssioner of Internal Revenue that
such substitution is required because it has failed to conply
with the requirenents of 8 1.408-2(e) of the regul ations.

(Note to reviewer: This provision is required only in IRA
accounts that are sponsored by non-bank trustees or custodi ans.)

(12) [Reserved]

PART B. ANNUI TIES - Roth annuities under Code 88 408A and 408(b).

(13) Statenent of Requirenent: The Roth IRA is organized and
operated for the exclusive benefit of the individual, Code
88 408A and 408(b). Sanple Language:

The contract is established for the exclusive benefit of the
i ndi vidual or his or her beneficiaries.



(14) Statenent of Requirenent: Mxi num perm ssi bl e annual
contribution and restrictions on kinds of contributions, Code
88 408A(c), 408A(d)(6), 408A(e), 219, 408(p)(1)(B),
408(p)(2) (A) (iv) and 408(d)(3)(G and Regul ations

88 1.219-1(c)(1) and 1.408A-3, -4 and -5. Sanple Language:

(a) Maximum perm ssible anmount. Except in the case of a
qualified rollover contribution or a recharacterization (as
defined in (e) below), no contribution will be accepted unless it
is in cash and the total of such contributions to all the
individual's Roth IRAs for a taxable year does not exceed $2, 000,
or the individual's conpensation (as defined in (g) below), if
| ess, for that taxable year. The contribution described in the
previ ous sentence that may not exceed the | esser of $2,000 or the
i ndi vidual's conpensation is referred to as a "regul ar
contribution.™ A "qualified rollover contribution” is a rollover
contribution that nmeets the requirenents of 8§ 408(d)(3) of the
I nt ernal Revenue Code, except the one-rollover-per-year rule of
8 408(d)(3)(B) does not apply if the rollover contribution is
froman IRA other than a Roth IRA (a "nonRoth I RA").
Contributions may be limted under (b) through (d) bel ow

(b) Reqular contributionlimt. |If (i) and/or (ii) bel ow
apply, the maxi numregular contribution that can be nade to al
the individual's Roth IRAs for a taxable year is the smaller
anount determ ned under (i) or (ii).

(1) The maxi mum regular contribution is phased out
ratably between certain levels of nodified adjusted gross incone
("modified A ," defined in (f) below) in accordance with the
foll ow ng tabl e:

Ful | Phase- out No
Filing Status Contri bution Range Contribution
Modi fied AG

Si ngl e or Head $95, 000 or |ess Bet ween $95, 000 $110, 000

of Househol d and $110, 000 or nore
Joint Return $150, 000 or |ess Bet ween $150, 000 $160, 000

or Qualifying and $160, 000 or nore

W dow( er)

Marri ed- $0 Bet ween $0 $10, 000
Separate Return and $10, 000 or nore

If the individual's nodified AG for a taxable year is in the
phase-out range, the maxi numregular contribution determ ned
under this table for that taxable year is rounded up to the next
multiple of $10 and is not reduced bel ow $200.

(i) 1If the individual makes regular contributions to
both Roth and nonRoth I RAs for a taxable year, the maxi num



regul ar contribution that can be made to all the individual's
Roth 1 RAs for that taxable year is reduced by the regul ar
contributions nmade to the individual's nonRoth I RAs for the

t axabl e year.
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or the year the
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a nonRoth | RA cannot be nmade to this I RA
anount is distributed fromthe nonRoth IRA, (i) the individual is
married and files a separate return, (ii) the individual is not
married and has nodified AG in excess of $100,000 or (iii) the
individual is married and together the individual and the
i ndi vidual's spouse have nodified AG in excess of $100,000. For
pur poses of the precedi ng sentence, a husband and wi fe are not
treated as married for a taxable year if they have |lived apart at
all tinmes during that taxable year and file separate returns for
t he taxabl e year.

(d) SIMPLE IRAlimts. No contributions will be accepted
under a SIMPLE | RA Pl an established by any enpl oyer pursuant to
8 408(p). Also, no transfer or rollover of funds attributable to
contributions nmade by a particul ar enployer under its SI MPLE | RA
Plan will be accepted froma SIMPLE IRA, that is, an IRA used in
conjunction with a SIMPLE | RA Plan, prior to the expiration of
the 2-year period beginning on the date the individual first
participated in that enployer's SIMPLE | RA Pl an.

(e) Recharacterization. A regular contribution to a
nonRoth I RA may be recharacterized pursuant to the rules in
8 1.408A-5 of the regulations as a regular contribution to this
| RA, subject to the limts in (b) above.

(f) Mdified A. For purposes of (b) and (c) above, an
individual's nodified AG for a taxable year is defined in
8 408A(¢c)(3) (O (i) and does not include any anmount included in
adj usted gross incone as a result of a rollover froma nonRoth
| RA (a "conversion").

(g) Conpensation. For purposes of (a) above, conpensation
is defined as wages, salaries, professional fees, or other
anounts derived fromor received for personal services actually
rendered (including, but not limted to comm ssions paid
sal esnen, conpensation for services on the basis of a percentage
of profits, comm ssions on insurance prem uns, tips, and bonuses)
and includes earned incone, as defined in 8 401(c)(2) (reduced by
t he deduction the self-enployed individual takes for
contributions nade to a self-enployed retirenent plan). For
pur poses of this definition, 8 401(c)(2) shall be applied as if
the termtrade or business for purposes of 8§ 1402 incl uded
service described in subsection (c)(6). Conpensation does not
i ncl ude anmounts derived fromor received as earnings or profits
fromproperty (including but not limted to interest and
di vi dends) or amounts not includible in gross incone.
Conpensation al so does not include any anount received as a
pension or annuity or as deferred conpensation. The term




"conpensation” shall include any anount includible in the

i ndi vidual's gross inconme under 8 71 with respect to a divorce or
separation instrunment described in subparagraph (A) of

8 71(b)(2). In the case of a married individual filing a joint
return, the greater conpensation of his or her spouse is treated
as his or her own conpensation, but only to the extent that such
spouse's conpensation i s not being used for purposes of the
spouse naeking a contribution to a Roth I RA or a deductible
contribution to a nonRoth | RA.

(15) Statenent of Requirenent: Distributions before death are
not required, Code 8 408A(c)(5). Sanple Language:

No anount is required to be distributed prior to the death of the
i ndi vi dual for whose benefit the contract was originally
est abl i shed.

(16) Statenment of Requirenent: Distribution upon death, Code
88 408A(c)(5) and 408(a)(6), Regulations 8§ 1.408A-6 and
Proposed Regul ations § 1.408-8. Sanple Language:

(a) Upon the death of the individual, distribution of the
individual's entire interest shall be conpleted by Decenber 31 of
t he cal endar year containing the fifth anniversary of the
i ndi vidual's death except to the extent that an election is nade
to receive distributions in accordance with (i) or (ii) bel ow

(1) If the individual's interest is payable to a
desi gnat ed beneficiary, then the entire interest of the
i ndi vi dual may be distributed over the life or over a period
certain not greater than the life expectancy of the designated
beneficiary comrenci ng on or before Decenber 31 of the cal endar
year imredi ately follow ng the cal endar year in which the
i ndi vi dual di ed.

(i) If the designated beneficiary is the individual's
surviving spouse, the date distributions are required to begin in
accordance with (i) above shall not be earlier than the |ater of
(A) Decenber 31 of the cal endar year imrediately follow ng the
cal endar year in which the individual died or (B) Decenber 31 of
t he cal endar year in which the individual would have attained age
70%2

(b) If the designated beneficiary is the individual's
surviving spouse, the spouse may elect to treat the contract as
his or her own Roth IRA. This election will be deened to have
been made if such surviving spouse makes a regular contribution
to the contract, nakes a rollover to or fromsuch contract, or
fails to take distributions under (a) above.



(c) Paynents required under (a)(i) or (a)(ii) above nust be
made at intervals of no |onger than 1 year and nust be either
noni ncreasing or increasing as provided in QA F-3 of
8§ 1.401(a)(9)-1 of the proposed regul ati ons.

(d) Life expectancy is conputed by use of the expected
return nultiples in Table V of § 1.72-9 of the regulations. |If
t he designated beneficiary is the individual's surviving spouse,
then, unless otherw se elected by the surviving spouse by the
time distributions are required to begin, the surviving spouse's
|ife expectancy shall be recal cul ated annually. Such el ection
shall be irrevocable by the surviving spouse and shall apply to
all subsequent years. |In the case of any other designated
beneficiary, |ife expectancies shall be cal culated using the
attai ned age of such beneficiary during the cal endar year in
whi ch distributions are required to begin pursuant to (a)(i) or
(a)(ii) above, and paynents for any subsequent cal endar year
shal | be cal cul ated based on such |ife expectancy reduced by one
for each cal endar year which has el apsed since the cal endar year
|ife expectancy was first cal cul ated.

(17) Statenent of Requirenent: Participant's interest nust be
nonforfeitable, Code § 408(b)(4). Sanple Language:

The interest of the individual is nonforfeitable.

(18) Statenment of Requirenent: Contract is nontransferable by
the owner, Code § 408(b)(1). Sanple Language:

This contract is nontransferable by the individual.

(19) Statenent of Requirenent: Application of refund prem uns,
Code 8§ 408(b)(2). Sanple Language:

Any refund of premuns (other than those attributable to excess

contributions) will be applied, before the close of the cal endar

year follow ng the year of the refund, toward the paynent of

future prem uns or the purchase of additional benefits.

(Note to reviewer: Language that neets the requirenents of this

provi sion nmust be included in annuities that provide for
participation in dividends.)
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(20) Statenment of Requirenent: Contract may not require fixed
prem uns; however, the sanple | anguage bel ow does not
violate this requirenent, Code § 408(b)(2) and Proposed
Regul ations § 1.408-3(f). Sanple Language:

If the prem um paynents are interrupted, the contract wll be
reinstated at any date prior to maturity upon paynent of a
premumto the insurance conpany, and the m ni num prem um anount
for reinstatenent shall be (not to exceed $50), however, the
i nsurance conpany nmay at its option either accept additional
future paynents or termnate the contract by paynent in cash of
the then present value of the paid up benefit if no prem uns have
been received for two full consecutive policy years and the paid
up annuity benefit at maturity would be | ess than $20 per nonth.

(21) Statenent of Requirenent: Annual reports by issuers,
88 408(i) and 408A(d)(3)(D) and Regul ations § 1.408-5.
Sanmpl e Language:

The issuer of a Roth individual retirenment annuity shall furnish

annual cal endar year reports concerning the status of the
annuity.
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