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the assets of that deemed IRA are in-
cluded as part of the trust of the quali-
fied employer plan, section 408(q) does
not apply and the plan will fail to sat-
isfy the plan’s qualification require-
ments.

(2) Separate trusts and annuities. If the
qualified employer plan fails to satisfy
its qualification requirements, either
in form or operation, but the assets of
a deemed IRA are held in a separate
trust (or where a deemed IRA is an in-
dividual retirement annuity), then the
deemed IRA does not automatically
fail to satisfy the applicable require-
ments of section 408 or 408A. Instead,
its status as an IRA will be determined
by considering whether the account or
the annuity satisfies the applicable re-
quirements of sections 408 and 408A (in-
cluding, in the case of individual re-
tirement accounts, the prohibition
against the commingling of assets
under section 408(a)(5)). Also, if a
deemed IRA fails to satisfy the require-
ments of a qualified IRA and the assets
of the deemed IRA are held in a sepa-
rate trust (or where the deemed IRA is
an individual retirement annuity), the
qualified employer plan will not fail
the qualification requirements applica-
ble to it under the Code solely because
of the failure of the deemed IRA.

(h) Definitions. The following defini-
tions apply for purposes of this section:

(1) Qualified employer plan. A qualified
employer plan is a plan described in sec-
tion 401(a), an annuity plan described
in section 403(a), a section 403(b) plan,
or a governmental plan under section
457(b).

(2) Voluntary employee contribution. A
voluntary employee contribution is any
contribution (other than a mandatory
contribution within the meaning of
section 411(c)(2)(C)) which is made by
an individual as an employee under a
qualified employer plan that allows
employees to elect to make contribu-
tions to deemed IRAs and with respect
to which the individual has designated
the contribution as a contribution to
which section 408(q) applies.

(3) Employee. An employee includes
any individual who is an employee
under the rules applicable to the quali-
fied employer plan under which the
deemed IRA is established.
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(i) Effective date. This section applies
to accounts or annuities established
under section 408(q) on or after August
1, 2003.

[T.D. 9142, 69 FR 43739, July 22, 2004]
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§1.408A-1 Roth IRAs in general.

This section sets forth the following
questions and answers that discuss the
background and general features of
Roth IRAs:

Q-1. What is a Roth IRA?

A-1. (a) A Roth IRA is a new type of
individual retirement plan that indi-
viduals can use, beginning in 1998. Roth
IRAs are described in section 408A,
which was added by the Taxpayer Re-
lief Act of 1997 (TRA 97), Public Law
105-34 (111 Stat. 788).

(b) Roth IRAs are treated like tradi-
tional IRAs except where the Internal
Revenue Code specifies different treat-
ment. For example, aggregate con-
tributions (other than by a conversion
or other rollover) to all an individual’s
Roth IRAs are not permitted to exceed
$2,000 for a taxable year. Further, in-
come earned on funds held in a Roth
IRA is generally not taxable. Simi-
larly, the rules of section 408(e), such
as the loss of exemption of the account
where the owner engages in a prohib-
ited transaction, apply to Roth IRAs in
the same manner as to traditional
IRAS.

Q-2. What are the significant dif-
ferences between traditional IRAs and
Roth IRAs?

A-2. There are several significant dif-
ferences between traditional IRAs and
Roth IRAs under the Internal Revenue
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