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An IRA ReviewAn IRA Review
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AnnuityAnnuity contractscontracts containcontain exclusions,exclusions, limitations,limitations, reductionsreductions ofof benefitsbenefits andand
termsterms forfor keepingkeeping themthem inin forceforce AllAll contractcontract guaranteesguarantees areare basedbased onon thethetermsterms forfor keepingkeeping themthem inin forceforce.. AllAll contractcontract guaranteesguarantees areare basedbased onon thethe
claimsclaims--payingpaying abilityability ofof thethe issuingissuing insuranceinsurance companycompany.. ConsultConsult withwith youryour
licensedlicensed financialfinancial representativerepresentative onon howhow specificspecific annuityannuity contractscontracts maymay workwork
forfor youyou inin youryour particularparticular situationsituation.. YourYour licensedlicensed financialfinancial representativerepresentative willwill
alsoalso provideprovide youyou withwith costscosts andand completecomplete detailsdetails aboutabout specificspecific annuityannuityalsoalso provideprovide youyou withwith costscosts andand completecomplete detailsdetails aboutabout specificspecific annuityannuity
contractscontracts recommendedrecommended toto meetmeet youryour specificspecific needsneeds andand financialfinancial objectivesobjectives..

BeforeBefore purchasingpurchasing aa variablevariable annuityannuity contract,contract, carefullycarefully considerconsider thethe contractcontract
andand thethe underlyingunderlying funds'funds' investmentinvestment objectivesobjectives risksrisks chargescharges andandandand thethe underlyingunderlying fundsfunds investmentinvestment objectives,objectives, risks,risks, chargescharges andand
expensesexpenses.. BothBoth thethe contractcontract prospectusprospectus andand thethe underlyingunderlying fundfund
prospectusesprospectuses containcontain informationinformation relatingrelating toto investmentinvestment objectives,objectives, risks,risks,
chargescharges andand expenses,expenses, asas wellwell asas otherother importantimportant informationinformation.. TheThe
prospectusesprospectuses areare availableavailable fromfrom youryour licensedlicensed financialfinancial representativerepresentative oror thetheprospectusesprospectuses areare availableavailable fromfrom youryour licensedlicensed financialfinancial representativerepresentative oror thethe
insuranceinsurance companycompany.. YouYou shouldshould readread themthem carefullycarefully beforebefore purchasingpurchasing aa
variablevariable annuityannuity contractcontract..

InIn additionaddition IRAsIRAs alreadyalready provideprovide taxtax deferraldeferral underunder thethe InternalInternal RevenueRevenueInIn addition,addition, IRAsIRAs alreadyalready provideprovide taxtax deferraldeferral underunder thethe InternalInternal RevenueRevenue
Code,Code, soso thethe taxtax deferraldeferral ofof anan annuityannuity doesdoes notnot provideprovide anyany additionaladditional
benefitsbenefits.. Also,Also, variablevariable annuitiesannuities areare subjectsubject toto additionaladditional feesfees toto whichwhich
otherother IRAIRA fundingfunding vehiclesvehicles maymay notnot bebe subjectsubject..



Your earning power Your earning power –– your ability to earn an your ability to earn an 
income income –– is your most valuable asset.is your most valuable asset.

FewFew peoplepeople realizerealize thatthat aa 3030--yearyear--oldold couplecouple willwill earnearn 33..55
millionmillion dollarsdollars byby ageage 6565 ifif theirtheir totaltotal familyfamily incomeincome averagesaveragesyy gg yy gg
$$100100,,000000 forfor theirtheir entireentire careers,careers, withoutwithout anyany raisesraises..

How much of your earning power do you pay in taxes?How much of your earning power do you pay in taxes?

What will happen to your standard of living when your What will happen to your standard of living when your 

earning power ceases at retirement?earning power ceases at retirement?



Sources of Retirement Income:Sources of Retirement Income:

When you retire and your earning power ceases, you will have to depend on When you retire and your earning power ceases, you will have to depend on 
three primary sources for your retirement income: three primary sources for your retirement income: 

Social SecuritySocial Security AccordingAccording toto thethe SocialSocial SecuritySecurity Administration,Administration, thetheyy gg yy ,,
averageaverage retiredretired workerworker inin 20082008 receivesreceives anan estimatedestimated
$$11,,079079 monthlymonthly benefit,benefit, aboutabout 4040%% ofof averageaverage prepre--
retirementretirement incomeincome.. AsAs prepre--retirementretirement incomeincome
increases,increases, however,however, thethe percentagepercentage replacedreplaced bybyp gp g pp yy
SocialSocial SecuritySecurity declinesdeclines..

EmployerEmployer--Provided Provided 
PlansPlans

YouYou maymay bebe eligibleeligible toto participateparticipate inin aa retirementretirement
planplan establishedestablished byby youryour employeremployer andand receivereceive
pensionpension incomeincome atat youryour retirementretirementpensionpension incomeincome atat youryour retirementretirement..

Personal Retirement Personal Retirement 
SavingsSavings

ForFor manymany people,people, therethere isis aa gapgap betweenbetween thethe
retirementretirement incomeincome theythey cancan expectexpect fromfrom SocialSocial
SecuritySecurity andand employeremployer--providedprovided plansplans andand theirtheir
retirementretirement incomeincome objectivesobjectives.. PersonalPersonal retirementretirement
savingssavings representrepresent thethe onlyonly wayway toto bridgebridge thatthat gap!gap!

If sufficient retirement income is not available will you defer yourIf sufficient retirement income is not available will you defer yourIf sufficient retirement income is not available, will you defer your If sufficient retirement income is not available, will you defer your 
retirement age, or will you choose to reduce your standard of living?retirement age, or will you choose to reduce your standard of living?



H A S I t t F t Ab t S i lH A S I t t F t Ab t S i lHere Are Some Important Facts About Social Here Are Some Important Facts About Social 
Security Retirement Benefits:Security Retirement Benefits:

•• TheThe SocialSocial SecuritySecurity NormalNormal RetirementRetirement Age,Age, currentlycurrently ageage 6666 forfor thosethose bornborn
betweenbetween 19431943 andand 19541954,, isis slowlyslowly risingrising toto ageage 6767 forfor personspersons bornborn afterafter
19541954..

•• EarlyEarly retirementretirement resultsresults inin aa permanentpermanent reductionreduction inin thethe SocialSocial SecuritySecurity
retirementretirement benefitbenefit..

•• AccordingAccording toto thethe SocialSocial SecuritySecurity Administration,Administration, thethe maximummaximum SocialSocialgg yy ,,
SecuritySecurity retirementretirement benefitbenefit forfor aa workerworker retiringretiring atat fullfull retirementretirement ageage inin
20082008 isis $$22,,185185 monthly,monthly, whilewhile thethe averageaverage SocialSocial SecuritySecurity benefitbenefit forfor allall
retiredretired workersworkers inin 20082008 isis $$11,,079079..

•• TheThe SocialSocial SecuritySecurity spousalspousal retirementretirement benefitbenefit isis limitedlimited toto aa maximummaximum ofof
5050%% ofof thethe retiredretired worker’sworker’s benefitbenefit..

•• HowHow muchmuch dodo youyou wantwant toto relyrely onon aa sourcesource ofof retirementretirement incomeincome overover
whichwhich youyou havehave nono control?control?



If You Wait…You Lose!If You Wait…You Lose!

“The eighth wonder of the world is compound interest.”“The eighth wonder of the world is compound interest.”
---- Albert EinsteinAlbert Einstein

Delaying retirement savings can keep you fromDelaying retirement savings can keep you from
realizing your retirement dreams!realizing your retirement dreams!g yg y



For each $100 per month that is saved, what will the savings be For each $100 per month that is saved, what will the savings be 
worth at age 65, assuming a hypothetical 10% rate of return*?worth at age 65, assuming a hypothetical 10% rate of return*?
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Age When You Begin to Save $100 a Month and Results at Age 65Age When You Begin to Save $100 a Month and Results at Age 65

** ThisThis isis aa hypotheticalhypothetical illustrationillustration onlyonly andand isis notnot indicativeindicative ofof anyany particularparticular investmentinvestment oror
investmentinvestment performanceperformance.. ItIt doesdoes notnot reflectreflect thethe feesfees andand expensesexpenses associatedassociated withwith anyany particularparticular
investment,investment, whichwhich wouldwould reducereduce thethe performanceperformance shownshown inin thisthis hypotheticalhypothetical illustrationillustration ifif theythey werewere
includedincluded.. InIn addition,addition, ratesrates ofof returnreturn willwill varyvary overover time,time, particularlyparticularly forfor longerlonger--termterm investmentsinvestments..



A Potential Solution Using an IRA:A Potential Solution Using an IRA:

ThoseThose whowho qualifyqualify forfor aa traditionaltraditional taxtax--deductibledeductible IRAIRA cancan useuse moneymoney thatthat
wouldwould otherwiseotherwise bebe paidpaid inin taxestaxes toto establishestablish aa retirementretirement fundfund thatthat
accumulatesaccumulates taxtax deferreddeferred.. Taxes,Taxes, however,however, mustmust bebe paidpaid asas distributionsdistributions areare

i di d ff tt d d tibld d tibl IRAIRAreceivedreceived fromfrom aa taxtax--deductibledeductible IRAIRA..

AA secondsecond alternativealternative forfor thosethose whowho qualifyqualify isis thethe RothRoth IRAIRA.. WhileWhile
contributionscontributions toto aa RothRoth IRAIRA areare notnot taxtax deductible,deductible, thethe retirementretirement fundfund,,
accumulatesaccumulates taxtax deferreddeferred andand distributionsdistributions areare receivedreceived freefree ofof incomeincome taxtax..

EitherEither aa taxtax--deductibledeductible IRA,IRA, aa nonnon--deductibledeductible IRAIRA oror aa RothRoth IRAIRA cancan produceproduce
resultsresults superiorsuperior toto aa savingssavings planplan whosewhose growthgrowth isis taxedtaxedresultsresults superiorsuperior toto aa savingssavings planplan whosewhose growthgrowth isis taxedtaxed..



20 Year Results 20 Year Results (1)(1)

8% Hypothetical Annual Rate of Return $4,000 Annual Contribution8% Hypothetical Annual Rate of Return $4,000 Annual Contribution8% Hypothetical Annual Rate of Return        $4,000 Annual Contribution   8% Hypothetical Annual Rate of Return        $4,000 Annual Contribution   
25% Income Tax Bracket25% Income Tax Bracket
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Notes:Notes:
((11)) ThisThis isis aa hypotheticalhypothetical illustrationillustration onlyonly andand isis notnot indicativeindicative ofof anyany

particularparticular investmentinvestment oror performanceperformance.. ItIt doesdoes notnot reflectreflect thethe feesfees andand
expensesexpenses associatedassociated withwith anyany particularparticular investment,investment, whichwhich wouldwould reducereduce
thethe pe fo m n epe fo m n e ho nho n inin thithi h potheti lh potheti l ill t tionill t tion ifif thethe e ee ethethe performanceperformance shownshown inin thisthis hypotheticalhypothetical illustrationillustration ifif theythey werewere
includedincluded.. InIn addition,addition, ratesrates ofof returnreturn willwill varyvary overover time,time, particularlyparticularly forfor
longerlonger--termterm investmentsinvestments.. DependingDepending onon thethe performanceperformance ofof youryour IRAIRA
investment,investment, itit isis alsoalso possiblepossible toto loselose moneymoney..,, pp yy

((22)) IfIf thethe taxtax--deductibledeductible traditionaltraditional IRAIRA isis surrenderedsurrendered atat thethe endend ofof thethe 2020thth

year,year, thethe principalprincipal amountamount remainingremaining afterafter paymentpayment ofof incomeincome taxtax isis
$$148148 269269 atat aa 2525%% raterate;; assumesassumes nono penaltypenalty taxtax isis assessedassessed$$148148,,269269 atat aa 2525%% raterate;; assumesassumes nono penaltypenalty taxtax isis assessedassessed..

((33)) IfIf thethe nonnon--taxtax deductibledeductible traditionaltraditional IRAIRA isis surrenderedsurrendered atat thethe endend ofof thethe
2020thth year,year, thethe principalprincipal amountamount remainingremaining afterafter paymentpayment ofof incomeincome taxtax isis
$$148148,,269269 atat aa 2525%% raterate;; assumesassumes nono penaltypenalty taxtax isis assessedassessed..

((44)) NonNon--deductibledeductible savingssavings calculationscalculations assumeassume thethe incomeincome taxtax isis paidpaid outout ofof
earningsearnings eacheach yearyear meaningmeaning thatthat thethe fullfull principalprincipal amountamount ofof $$116116 978978 isisearningsearnings eacheach year,year, meaningmeaning thatthat thethe fullfull principalprincipal amountamount ofof $$116116,,978978 isis
availableavailable freefree ofof incomeincome taxtax atat thethe endend ofof thethe 2020thth yearyear..



Traditional IRA vs Roth IRA A 2008 Comparison:Traditional IRA vs Roth IRA A 2008 Comparison:Traditional IRA vs. Roth IRA…A 2008 Comparison:Traditional IRA vs. Roth IRA…A 2008 Comparison:

EligibleEligible individualsindividuals cancan contributecontribute toto aa taxtax deductibledeductible traditionaltraditional IRAIRA toto aa nonnonEligibleEligible individualsindividuals cancan contributecontribute toto aa taxtax--deductibledeductible traditionaltraditional IRA,IRA, toto aa nonnon--
deductibledeductible RothRoth IRAIRA oror toto aa combinationcombination ofof thethe twotwo.. However,However, nono moremore thanthan
aa combinedcombined totaltotal ofof $$55,,000000//$$66,,000000 ifif ageage 5050 oror olderolder inin 20082008 (or(or 100100%% ofof

dd ii ifif l )l ) bb t ib t dt ib t d tt thth tt hhearnedearned incomeincome ifif less)less) maymay bebe contributedcontributed toto thesethese accountsaccounts eacheach yearyear..

IndividualsIndividuals whowho areare notnot eligibleeligible forfor deductibledeductible contributionscontributions toto aa traditionaltraditional
IRAIRA oror toto makemake contributionscontributions toto aa RothRoth IRAIRA maymay stillstill makemake nonnon--deductibledeductible
contributionscontributions toto aa traditionaltraditional IRAIRA andand receivereceive thethe benefitsbenefits ofof taxtax--deferreddeferred
growthgrowth..



Traditional IRA vs. Roth IRA…A 2008 Comparison:Traditional IRA vs. Roth IRA…A 2008 Comparison:

WhichWhich typetype ofof IRAIRA isis bestbest forfor youyou dependsdepends onon youryour situation,situation, needsneeds andand
objectivesobjectives.. TheThe comparisoncomparison thatthat followsfollows isis designeddesigned toto helphelp youyou makemake anan
informedinformed decisiondecision..

Traditional IRA Traditional IRA 
(tax deductible)(tax deductible)

Roth Roth 
IRAIRA

Traditional IRA Traditional IRA 
(non(non-- deductible)deductible)

DeductibleDeductible YesYes NoNo NoNoDeductible Deductible 
ContributionsContributions

YesYes NoNo NoNo

Limit on Limit on 
ContributionsContributions

YesYes
(l f $5 000(l f $5 000

YesYes
(l f $5 000(l f $5 000

YesYes
(l f $5 000(l f $5 000ContributionsContributions (lesser of $5,000; (lesser of $5,000; 

$6,000 if age 50 or $6,000 if age 50 or 
older; or 100% of older; or 100% of 
earned income)earned income)

(lesser of $5,000; (lesser of $5,000; 
$6,000 if age 50 or $6,000 if age 50 or 
older; or 100% of older; or 100% of 
earned income)earned income)

(lesser of $5,000; (lesser of $5,000; 
$6,000 if age 50 or $6,000 if age 50 or 
older; or 100% of older; or 100% of 
earned income)earned income)

TaxTax DeferredDeferred YY YY YYTaxTax--Deferred Deferred 
GrowthGrowth

YesYes YesYes YesYes

TaxTax--Free Free 
Di ib iDi ib i

NoNo YesYes NoNo
DistributionsDistributions (fully taxable)(fully taxable) (if qualified (if qualified 

distributions)distributions)
(partially taxable)(partially taxable)



Traditional IRA vs. Roth IRA…A 2007 Comparison:Traditional IRA vs. Roth IRA…A 2007 Comparison:

Traditional IRA Traditional IRA 
(tax deductible)(tax deductible)

Roth Roth 
IRAIRA

Traditional IRA Traditional IRA 
(non(non-- deductible)deductible)

A Li itA Li it YY NN YYAge LimitsAge Limits YesYes
(contributions cannot be (contributions cannot be 
made after age 70½)made after age 70½)

NoNo YesYes
(contributions cannot be (contributions cannot be 
made after age 70½)made after age 70½)

Income LimitsIncome Limits NoNo YesYes NoNoco e tsco e ts NoNo eses
(contribution phased (contribution phased 
out if adjusted gross out if adjusted gross 

income exceeds income exceeds 
specified limits)specified limits)

NoNo

Minimum Minimum 
Distribution Distribution 
RequirementRequirement

YesYes
(distributions must begin (distributions must begin 

by age 70½)by age 70½)

NoNo YesYes
(distributions must begin (distributions must begin 

by age 70½)by age 70½)

Bankruptcy Bankruptcy 
ProtectionProtection

YesYes
(up to $1 million for all (up to $1 million for all 

IRAs)IRAs)

YesYes
(up to $1 million for all (up to $1 million for all 

IRAs)IRAs)

YesYes
(up to $1 million for all (up to $1 million for all 

IRAs)IRAs)IRAs)IRAs) IRAs)IRAs) IRAs)IRAs)



Which Is Better…the Traditional IRA or the Roth IRA?Which Is Better…the Traditional IRA or the Roth IRA?

DependingDepending onon youryour situationsituation andand objectives,objectives, thethe taxtax--freefree distributiondistribution featurefeature
ofof thethe RothRoth IRAIRA maymay produceproduce superiorsuperior overalloverall resultsresults whenwhen comparedcompared toto aa
traditionaltraditional IRA,IRA, whichwhich maymay provideprovide forfor taxtax--deductibledeductible contributions,contributions, butbut
taxabletaxable distributionsdistributions.. InIn choosingchoosing betweenbetween aa traditionaltraditional IRAIRA andand aa RothRoth IRA,IRA,
youyou maymay findfind itit helpfulhelpful toto evaluateevaluate bothboth thethe accumulationaccumulation periodperiod andand thethe
distributiondistribution periodperiod resultsresults ofof thethe respectiverespective plansplans..



Which Is Better…the Traditional IRA or the Roth IRA?Which Is Better…the Traditional IRA or the Roth IRA?
T diti l R th IRA A l ti P i dT diti l R th IRA A l ti P i d (1)(1)Traditional vs. Roth IRA Accumulation Period Traditional vs. Roth IRA Accumulation Period (1)(1)

$4,000 Annual Contribution             Values in 20 Years$4,000 Annual Contribution             Values in 20 Years

8% Hypothetical Annual Rate of Return 25% Income Tax Bracket8% Hypothetical Annual Rate of Return 25% Income Tax Bracket8% Hypothetical Annual Rate of Return       25% Income Tax Bracket8% Hypothetical Annual Rate of Return       25% Income Tax Bracket

Total IRA Total IRA 
ValueValue

Deductible IRA Deductible IRA 
Tax Savings Tax Savings (2)(2)

Total Cash Total Cash 
AvailableAvailable

Traditional IRATraditional IRA $197 692$197 692 $38 993$38 993 $236 685$236 685Traditional IRA Traditional IRA 
(deductible contributions)(deductible contributions)

$197,692$197,692 $38,993$38,993 $236,685$236,685

Traditional IRA Traditional IRA 
(non(non deductible contributions)deductible contributions)

$197,692$197,692 $        0$        0 $197,692$197,692
(non(non--deductible contributions)deductible contributions)

Roth IRA Roth IRA 
(non(non--deductible contributions)deductible contributions)

$197,692$197,692 $        0$        0 $197,692$197,692

((11)) ThisThis isis aa hypotheticalhypothetical illustrationillustration onlyonly andand isis notnot indicativeindicative ofof anyany particularparticular investmentinvestment oror performanceperformance.. ItIt
doesdoes notnot reflectreflect thethe feesfees andand expensesexpenses associatedassociated withwith anyany particularparticular investment,investment, whichwhich wouldwould reducereduce thethe
performanceperformance shownshown inin thisthis hypotheticalhypothetical illustrationillustration ifif theythey werewere includedincluded.. InIn addition,addition, ratesrates ofof returnreturn willwill
varyvary overover time,time, particularlyparticularly forfor longerlonger--termterm investmentsinvestments.. DependingDepending onon thethe performanceperformance ofof youryour IRAIRAyy ,, p yp y gg p gp g pp yy
investment,investment, itit isis alsoalso possiblepossible toto loselose moneymoney..

(2)(2) Assumes that the annual tax savings are invested in a taxable account.Assumes that the annual tax savings are invested in a taxable account.



Which Is Better…the Traditional IRA or the Roth IRA?Which Is Better…the Traditional IRA or the Roth IRA?
Traditional vs Roth IRA Distribution PeriodTraditional vs Roth IRA Distribution Period (1)(1)Traditional vs. Roth IRA Distribution Period Traditional vs. Roth IRA Distribution Period (1)(1)

20 Year Distribution Period 20 Year Distribution Period (2)(2)

8% Hypothetical Annual Rate of Return      25% Income Tax Bracket8% Hypothetical Annual Rate of Return      25% Income Tax Bracket

Total Cash Total Cash 
AvailableAvailable

Annual AfterAnnual After--
Tax DistributionTax Distribution

Total Total 
DistributionsDistributions

Traditional IRATraditional IRA $ 236 685$ 236 685 $17 228$17 228 $344 566$344 566Traditional IRA Traditional IRA 
(deductible contributions; fully (deductible contributions; fully 
taxable IRA distributions)taxable IRA distributions)

$ 236,685$ 236,685 $17,228$17,228 $344,566$344,566

Traditional IRA Traditional IRA 
(non(non deductible contributions;deductible contributions;

$197,692$197,692 $14,983$14,983 $299,658$299,658
(non(non--deductible contributions; deductible contributions; 
partially taxable distributions)partially taxable distributions)

Roth IRA Roth IRA 
(non(non--deductible contributions; deductible contributions; 
taxtax free distributions)free distributions)

$197,692$197,692 $18,644$18,644 $372,877$372,877

taxtax--free distributions)free distributions)

((11)) ThisThis isis aa hypotheticalhypothetical illustrationillustration onlyonly andand isis notnot indicativeindicative ofof anyany particularparticular investmentinvestment oror performanceperformance.. ItIt
doesdoes notnot reflectreflect thethe feesfees andand expensesexpenses associatedassociated withwith anyany particularparticular investment,investment, whichwhich wouldwould reducereduce thethe
performanceperformance shownshown inin thisthis hypotheticalhypothetical illustrationillustration ifif theythey werewere includedincluded InIn additionaddition ratesrates ofof returnreturn willwillperformanceperformance shownshown inin thisthis hypotheticalhypothetical illustrationillustration ifif theythey werewere includedincluded.. InIn addition,addition, ratesrates ofof returnreturn willwill
varyvary overover time,time, particularlyparticularly forfor longerlonger--termterm investmentsinvestments.. DependingDepending onon thethe performanceperformance ofof youryour IRAIRA
investment,investment, itit isis alsoalso possiblepossible toto loselose moneymoney..

(2)(2) Assumes that principal and interest are distributed in equal annual installments over 20 years.Assumes that principal and interest are distributed in equal annual installments over 20 years.



Understanding Traditional IRAs in 2008:Understanding Traditional IRAs in 2008:gg

Eligibility:Eligibility:

Single PersonSingle Person AA singlesingle personperson whowho isis underunder ageage 7070½½ andand hashas earnedearned
incomeincome maymay establishestablish andand contributecontribute upup toto thethe lesserlesser ofof
$$55,,000000 oror 100100%% ofof earnedearned incomeincome toto anan IRAIRA..

Married CoupleMarried Couple UpUp toto $$55,,000000 cancan bebe contributedcontributed toto anan IRAIRA forfor eacheach spouse,spouse,
eveneven ifif oneone spousespouse hashas nono earnedearned income,income, providedprovided thatthat thethe
combinedcombined compensationcompensation ofof bothboth spousesspouses isis atat leastleast equalequal toto
thth bi dbi d IRAIRA t ib tit ib ti ( i( i ff $$1010 000000))thethe combinedcombined IRAIRA contributioncontribution (maximum(maximum ofof $$1010,,000000))..

Older WorkersOlder Workers WorkersWorkers whowho areare ageage 5050 oror olderolder maymay contributecontribute anan
additionaladditional $$11,,000000 toto anan IRAIRA inin 20082008 forfor aa totaltotal ofof $$66,,000000,,
providedprovided thatthat earnedearned incomeincome isis atat leastleast equalequal toto thethe IRAIRAprovidedprovided thatthat earnedearned incomeincome isis atat leastleast equalequal toto thethe IRAIRA
contributioncontribution..



Understanding Traditional IRAs in 2008:Understanding Traditional IRAs in 2008:

Deductibility:Deductibility: IRAIRA contributionscontributions areare fullyfully deducteddeducted fromfrom income,income, unlessunless youyou andand
youryour spousespouse areare activeactive participantsparticipants inin anan employeremployer--sponsoredsponsored
retirementretirement plan,plan, includingincluding aa taxtax--deferreddeferred annuityannuity (TDA)(TDA).. InIn thatthatp ,p , gg yy ( )( )
event,event, thethe IRAIRA deductiondeduction isis graduallygradually phasedphased outout asas followsfollows::

Maximum IRA Deductions (2008 Tax Year)Maximum IRA Deductions (2008 Tax Year)

Adjusted Gross Adjusted Gross 
IncomeIncome

Joint TaxpayersJoint Taxpayers Single TaxpayersSingle Taxpayers

One     One     
IRAIRA

Two   Two   
IRAsIRAs

Age 50 or Age 50 or 
OlderOlder

One     One     
IRAIRA

Age 50 or Age 50 or 
OlderOlder

$53,000 & under$53,000 & under $5,000$5,000 $10,000$10,000 $6,000$6,000 $5,000$5,000 $6,000$6,000

$58,000$58,000 $5,000$5,000 $10,000$10,000 $6,000$6,000 $2,500$2,500 $3,000$3,000

$63,000$63,000 $5,000$5,000 $10,000$10,000 $6,000$6,000 $      0$      0 $      0$      0

$85,000$85,000 $5,000$5,000 $10,000$10,000 $6,000$6,000 $      0$      0 $      0$      0

$95,000$95,000 $2,500$2,500 $5,000$5,000 $3,000$3,000 $      0$      0 $      0$      0

$105,000 & above$105,000 & above $      0$      0 $      0$      0 $      0$      0 $      0$      0 $      0$      0$ ,$ , $$ $$ $$ $$ $$



U d t di T diti l IRA i 2008U d t di T diti l IRA i 2008Understanding Traditional IRAs in 2008:Understanding Traditional IRAs in 2008:

Deductibility:Deductibility: TheThe spousespouse ofof anan activeactive participantparticipant inin anan employeremployer--sponsoredsponsored
retirementretirement planplan whowho isis notnot coveredcovered byby hishis oror herher ownown planplan cancan
makemake fullyfully--deductibledeductible IRAIRA contributions,contributions, ifif thethe couple’scouple’s adjustedadjusted
grossgross incomeincome isis belowbelow $$159159 000000 inin 20082008 andand partiallypartially deductibledeductiblegrossgross incomeincome isis belowbelow $$159159,,000000 inin 20082008 andand partiallypartially--deductibledeductible
IRAIRA contributionscontributions ifif betweenbetween $$159159,,000000 andand $$169169,,000000 inin 20082008..

Contribution Contribution 
Deadline:Deadline:

AnAn IRAIRA cancan bebe establishedestablished andand contributionscontributions mademade betweenbetween
JanuaryJanuary 11 ofof thethe currentcurrent taxtax yearyear andand thethe datedate thethe incomeincome taxtax
returnreturn forfor thethe currentcurrent yearyear isis filedfiled (no(no laterlater thanthan AprilApril 1515thth ofof thethe
f ll if ll i ))followingfollowing year)year)..



Traditional IRA Taxation in 2008:Traditional IRA Taxation in 2008:

During Life:During Life:

ContributionsContributions DeductibleDeductible upup toto $$55,,000000 (up(up toto $$1010,,000000 forfor aa marriedmarried
couplecouple;; additionaladditional $$11,,000000 contributioncontribution availableavailable toto workersworkers
ageage 5050 andand olderolder inin 20082008)).. IfIf thethe individualindividual isis anan activeactive
participantparticipant inin anan employeremployer--sponsoredsponsored qualifiedqualified retirementretirement
plan,plan, thethe taxtax deductiondeduction isis graduallygradually phasedphased out,out, beginningbeginning atat
adjustedadjusted grossgross incomesincomes inin excessexcess ofof $$8585,,000000 forfor marriedmarried
couplescouples filingfiling jointlyjointly (($$5353,,000000 forfor singlesingle taxpayers)taxpayers)..

TheThe spousespouse ofof anan activeactive participantparticipant inin anan employeremployer--
sponsoredsponsored retirementretirement planplan whowho isis notnot coveredcovered byby hishis oror herher
ownown planplan cancan makemake fullyfully--deductibledeductible IRAIRA contributions,contributions, ifif thethe
couple’scouple’s adjustedadjusted grossgross incomeincome isis belowbelow $$159159,,000000 andand
partiallypartially--deductibledeductible IRAIRA contributionscontributions ifif betweenbetween $$159159,,000000

dd $$andand $$169169,,000000 inin 20082008..

GrowthGrowth TheThe earningsearnings onon IRAIRA contributionscontributions (whether(whether deductibledeductible oror
nonnon--deductible)deductible) accumulateaccumulate taxtax--freefree untiluntil distributeddistributednonnon--deductible)deductible) accumulateaccumulate taxtax--freefree untiluntil distributeddistributed..



Traditional IRA Taxation in 2008:Traditional IRA Taxation in 2008:

During Life:During Life:

DistributionsDistributions IRAIRA distributionsdistributions areare taxedtaxed underunder thethe rulesrules ofof IRCIRC SecSec.. 7272..
ThisThis meansmeans thatthat thethe taxpayertaxpayer isis entitledentitled toto recoverrecover anyany nonnon--
deductibledeductible IRAIRA contributionscontributions taxtax--freefree whenwhen distributionsdistributions
beginbegin.. OtherOther thanthan thisthis taxtax--freefree returnreturn ofof thethe “investment“investment inin
thethe contract,”contract,” allall IRAIRA distributionsdistributions areare includableincludable inin grossgross
incomeincome inin thethe yearyear receivedreceived.. InIn additionaddition::

PrematurePremature distributionsdistributions mademade priorprior toto ageage 5959½½ areare
subjectsubject toto aa 1010%% exciseexcise oror “penalty”“penalty” taxtax inin additionaddition toto thethe
regularregular incomeincome taxtax onon thethe amountamount ofof thethe distributiondistribution..
ExceptionsExceptions areare availableavailable..
MinimumMinimum distributionsdistributions fromfrom anan IRAIRA mustmust beginbegin byby AprilApril 11
ofof thethe yearyear afterafter thethe yearyear inin whichwhich thethe taxpayertaxpayer attainsattainsyy yy p yp y
ageage 7070½,½, oror aa 5050%% exciseexcise taxtax isis leviedlevied onon thethe differencedifference
betweenbetween whatwhat waswas paidpaid outout andand whatwhat shouldshould havehave beenbeen
paidpaid outout underunder IRAIRA minimumminimum distributiondistribution rulesrules..



Traditional IRA Taxation in 2008:Traditional IRA Taxation in 2008:

At Death:At Death:

E t t T tiE t t T ti ThTh ll ff thth IRAIRA ii i l d di l d d ii thth t tt t ff ththEstate TaxationEstate Taxation TheThe valuevalue ofof thethe IRAIRA isis includedincluded inin thethe grossgross estateestate ofof thethe
deceaseddeceased ownerowner..

Income TaxationIncome Taxation IRAIRA distributionsdistributions toto aa beneficiarybeneficiary areare taxedtaxed inin thethe samesame
mannermanner asas ifif receivedreceived byby thethe IRAIRA ownerownermannermanner asas ifif receivedreceived byby thethe IRAIRA ownerowner..



Understanding Roth IRAs in 2008:Understanding Roth IRAs in 2008:

Eligibility:Eligibility: SingleSingle taxpayerstaxpayers withwith adjustedadjusted grossgross incomeincome ofof upup toto $$101101,,000000 oror
marriedmarried couplescouples filingfiling jointlyjointly withwith adjustedadjusted grossgross incomeincome upup toto
$$159159 000000 areare eligibleeligible toto contributecontribute thethe fullfull $$55 000000 annuallyannually toto aa$$159159,,000000 areare eligibleeligible toto contributecontribute thethe fullfull $$55,,000000 annuallyannually toto aa
RothRoth IRAIRA.. WorkersWorkers whowho areare ageage 5050 oror olderolder maymay contributecontribute anan
additionaladditional $$11,,000000 toto aa RothRoth IRAIRA inin 20082008,, forfor aa totaltotal ofof $$66,,000000..

TheThe contributioncontribution amountamount isis graduallygradually reducedreduced toto zerozero forfor adjustedadjustedTheThe contributioncontribution amountamount isis graduallygradually reducedreduced toto zerozero forfor adjustedadjusted
grossgross incomeincome levelslevels betweenbetween $$101101,,000000 andand $$116116,,000000 forfor singlesingle
taxpayers,taxpayers, andand betweenbetween $$159159,,000000 andand $$169169,,000000 forfor couplescouples..

UnlikeUnlike regularregular IRAsIRAs contributionscontributions toto aa RothRoth IRAIRA cancan bebe mademade evenevenUnlikeUnlike regularregular IRAs,IRAs, contributionscontributions toto aa RothRoth IRAIRA cancan bebe mademade eveneven
afterafter ageage 7070½½..

Deductibility:Deductibility: ContributionsContributions toto aa RothRoth IRAIRA areare nonnon--deductibledeductible.. Instead,Instead, thethe taxtaxDeductibility:Deductibility: ,,
advantagesadvantages ofof aa RothRoth IRAIRA areare “backloaded“backloaded..”” EarningsEarnings onon RothRoth IRAIRA
contributionscontributions accumulateaccumulate withoutwithout taxtax andand distributionsdistributions maymay bebe
receivedreceived taxtax freefree..



Understanding Roth IRAs in 2008:Understanding Roth IRAs in 2008:

Qualified Qualified 
Distributions:Distributions:

QualifiedQualified distributionsdistributions fromfrom aa RothRoth IRAIRA areare notnot includedincluded inin
grossgross incomeincome andand areare notnot subjectsubject toto thethe additionaladditional 1010%%
penaltypenalty taxtax forfor prematurepremature distributionsdistributions.. ToTo bebe aa taxtax--freefree
qualifiedqualified distributiondistribution::

TheThe distributiondistribution mustmust occuroccur moremore thanthan fivefive yearsyears afterafter thethe
individualindividual firstfirst contributedcontributed toto thethe RothRoth IRAIRA;; andand

TheThe individualindividual mustmust bebe atat leastleast 5959½½ yearsyears old,old, disabled,disabled,TheThe individualindividual mustmust bebe atat leastleast 5959½½ yearsyears old,old, disabled,disabled,
deceaseddeceased oror thethe fundsfunds mustmust bebe usedused toto purchasepurchase aa firstfirst
homehome (($$1010,,000000 lifetimelifetime limit)limit)..

Converting fromConverting from TaxpayersTaxpayers withwith adjustedadjusted grossgross incomesincomes notnot exceedingexceedingConverting from Converting from 
a Regular IRA to a Regular IRA to 
a Roth IRA:a Roth IRA:

TaxpayersTaxpayers withwith adjustedadjusted grossgross incomesincomes notnot exceedingexceeding
$$100100,,000000 cancan convertconvert aa regularregular IRAIRA intointo aa RothRoth IRA,IRA, wherewhere
IRAIRA assetsassets willwill continuecontinue toto accumulateaccumulate taxtax--deferred,deferred, butbut bebe
eligibleeligible toto receivereceive taxtax--freefree RothRoth IRAIRA taxationtaxation whenwhen distributeddistributed..

IncomeIncome taxestaxes mustmust bebe paidpaid onon thethe amountamount thatthat isis converted,converted,
butbut therethere isis nono prematurepremature distributiondistribution penaltypenalty taxtax..

BeginningBeginning inin 20102010 thethe $$100100 000000 adjustedadjusted grossgross incomeincomeBeginningBeginning inin 20102010,, thethe $$100100,,000000 adjustedadjusted grossgross incomeincome
ceilingceiling forfor convertingconverting aa traditionaltraditional IRAIRA toto aa RothRoth IRAIRA willwill bebe
eliminatedeliminated..



Roth IRA Taxation in 2008:Roth IRA Taxation in 2008:
During Life:During Life:During Life:During Life:

ContributionsContributions NotNot deductibledeductible..

GrowthGrowth TheThe earningsearnings onon RothRoth IRAIRA contributionscontributions accumulateaccumulate taxtax--freefree untiluntilGrowthGrowth TheThe earningsearnings onon RothRoth IRAIRA contributionscontributions accumulateaccumulate taxtax freefree untiluntil
distributeddistributed..

DistributionsDistributions QualifiedQualified distributionsdistributions fromfrom aa RothRoth IRAIRA areare receivedreceived freefree ofof incomeincome taxtax
andand areare notnot subjectsubject toto thethe 1010%% prematurepremature withdrawalwithdrawal penaltypenalty taxtax..
QualifiedQualified distributionsdistributions includeinclude::

DistributionsDistributions mademade moremore thanthan fivefive yearsyears afterafter thethe individualindividual firstfirst
contributedcontributed toto thethe RothRoth IRAIRA;; andand
TheThe individualindividual isis atat leastleast 5959½½ yearsyears oldold disableddisabled deceaseddeceased thetheTheThe individualindividual isis atat leastleast 5959½½ yearsyears old,old, disabled,disabled, deceased,deceased, thethe
distributionsdistributions areare mademade inin substantiallysubstantially equalequal periodicperiodic payments,payments, oror
thethe fundsfunds areare usedused toto paypay medicalmedical expensesexpenses aboveabove 77..55%% ofof adjustedadjusted
grossgross incomeincome oror toto purchasepurchase aa firstfirst homehome (($$1010,,000000 lifetimelifetime limit)limit)..

R thR th IRAIRA di t ib tidi t ib ti th tth t dd tt tt thth lifi dlifi d di t ib tidi t ib tiRothRoth IRAIRA distributionsdistributions thatthat dodo notnot meetmeet thethe qualifiedqualified distributiondistribution
requirementsrequirements willwill bebe includedincluded inin incomeincome toto thethe extentextent thatthat thethe
distributiondistribution representsrepresents earningsearnings onon RothRoth IRAIRA contributionscontributions andand maymay bebe
subjectsubject toto aa 1010%% prematurepremature withdrawalwithdrawal penaltypenalty taxtax..
ThereThere isis nono requirementrequirement thatthat distributionsdistributions fromfrom aa RothRoth IRAIRA beginbegin byby
ageage 7070½½..



Roth IRA Taxation in 2008:Roth IRA Taxation in 2008:

At Death:At Death:

Estate TaxationEstate Taxation TheThe valuevalue ofof thethe RothRoth IRAIRA isis includedincluded inin thethe grossgross estateestate
ff thth d dd dofof thethe deceaseddeceased ownerowner..

Income TaxationIncome Taxation RothRoth IRAIRA distributionsdistributions toto aa beneficiarybeneficiary areare taxedtaxed inin thethe
samesame mannermanner asas ifif receivedreceived byby thethe IRAIRA ownerowner TheThe RothRothsamesame mannermanner asas ifif receivedreceived byby thethe IRAIRA ownerowner.. TheThe RothRoth
IRAIRA mustmust bebe completelycompletely distributeddistributed withinwithin fivefive yearsyears ofof
death,death, anan annuityannuity mustmust bebe purchasedpurchased withinwithin oneone yearyear ofof
death,death, oror distributionsdistributions mustmust continuecontinue toto thethe beneficiarybeneficiary
“at“at leastleast asas rapidly”rapidly” asas beforebefore deathdeath toto thethe RothRoth IRAIRAatat leastleast asas rapidlyrapidly asas beforebefore deathdeath toto thethe RothRoth IRAIRA
ownerowner..



You Can Manage Your Finances…You Can Manage Your Finances…

It’sIt’s byby managingmanaging youryour financesfinances thatthat youyou writewriteIt sIt s byby managingmanaging youryour financesfinances thatthat youyou writewrite
thethe storystory ofof youryour lifelife.. YouYou areare bothboth thethe authorauthor
andand thethe story’sstory’s principalprincipal charactercharacter.. ResolveResolve toto
performperform whatwhat youyou oughtought..

BenjaminBenjamin FranklinFranklin


