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you established your first Roth IRA and 
you are at least age 59 1⁄2, permanently
disabled, taking first-time homebuyer
distributions, or deceased.

Nonqualified distribution—Distribution 
of earnings for any reason other than 
stated above.

Effective for IRA distributions through
December 31, 2007, if you are age 701⁄2 or
older you may make tax-free distributions
to charitable organizations limited to
$100,000.

Can I Withdraw Funds Without Penalty?

You can withdraw assets from your traditional
or Roth IRA without incurring the 10 percent
premature-distribution penalty tax any time
after you reach age 59 1⁄2. You can avoid the
penalty tax before age 59 1⁄2 for the following
reasons:  disability, substantially equal periodic
payments, medical expenses in excess of 
7.5 percent of your adjusted gross income,
health insurance premiums if you have been
receiving unemployment compensation for 
at least 12 weeks, distributions paid directly
to the IRS due to an IRS levy, conversion to 
a Roth IRA, recharacterization, rollover to an
employer-sponsored qualified plan, qualified
higher education expenses, a first-time home
purchase, or a qualified reservist distribution.

Roth IRA distributions of regular and spousal
contribution amounts are always free of
penalty tax—regardless of timing or reason.

When Must I Withdraw Funds?

Traditional IRA—When you reach your age
70 1⁄2 year, you must begin to take minimum
required distributions or risk additional
penalty taxes.

Roth IRA—You are not required to take
distributions from your Roth IRA.

Why Don’t I Just Open Both Accounts?

Great idea. Opening both a traditional IRA and 
a Roth IRA lets you develop your own blend of
tax-deductible contributions to your traditional
IRA and nondeductible contributions to your
Roth IRA. You can decide which is a greater
priority for you:  minimizing your taxes now
through a deduction or minimizing your taxes 
in the future with tax-free earnings. 

How Do I Find Out More About Traditional and
Roth IRAs?

See any of our IRA representatives. We will explain
the nature of these accounts in more detail and
help you complete the forms necessary to establish
your traditional and/or Roth IRA.

This brochure is intended to provide general information on federal tax laws
governing traditional and Roth IRAs. It is not intended to provide legal
advice or to be a detailed explanation of the rules or how such rules may
apply to your individual circumstances. For specific information, you are
encouraged to consult your tax or legal professional. IRS Publication 590,
Individual Retirement Arrangements (IRAs), and the IRS’s web site,
www.irs.gov, may also provide helpful information.

Can I Deduct My IRA Contribution?

Traditional IRA—Active participation 
in employer-sponsored retirement plans 
and MAGI determine whether you can deduct
your IRA contribution. For example, if you
and your spouse are not active participants,
you may deduct your contribution, no 
matter how high your income. If you or 
your spouse is an active participant, the
deduction is dependent on your MAGI and
income tax-filing status. As your MAGI
increases, your deduction decreases. Your 
tax professional can help you determine
whether your contribution is deductible. 
Even if you cannot deduct your contribution,
you can still make nondeductible
contributions and take advantage of the 
tax-deferred earnings.

Roth IRA—Roth IRA contributions are not
deductible regardless of active participation
status and/or MAGI.

Do I Pay Taxes When Distributed?

Traditional IRA—Yes, on the distribution of
any tax-deductible contributions and on all
earnings. Distributions that include these
amounts are taxed as income in the year they
are withdrawn.

Roth IRA—Since regular and spousal 
Roth IRA contributions are nondeductible,
distributions of these amounts are not taxable.
Another nice Roth IRA feature is that the rules
consider all contributions to be distributed
before any earnings. This gives you easier 
tax-free access to the assets. Earnings,
however, may be subject to tax unless they 
are removed as a qualified distribution.

Qualified distribution—Distribution of
earnings if five years have passed since 


