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Express IRA Cheat Sheet

Fees and
Charges

Account Opening Fee

Contribution to an existing Express IRA
Annpual JRA Custodial Fee

ACH Transfer (in or out)

Returned Check/ACH

Duplicate Statement

Additional copies of Statement

$15 (per account, this is & tax office fee, not an HRBFA fee)
$15 (per contribution, if done at the Tax office)

$10 the following April (HRBFA fee)

Free :

$20

2 free per 12 mo. Period (Statements issued quarterly)
$3.00 (includes tax statements)

Overnight Mail

Termination Fee

Wire transfer
ACAT Transfer

$15 (must be at least $500))
$25 (to close account)

$15 (must be at least $1000)
$75 (transfer to another firm)

Product
Overview

Investment in an FDIC-insured money fund.

IRA product — Traditional or Roth. -

$300 inijtial contribution minimum. Minimum waived with $25 per month systematic investment.
Systematic investing is for current year contributions only.

Systematic investing of any amount of $25 or more can be set up at the tax desk.

No minimum for subsequent deposits.

$15 set-up fee will be charged. This is also known as the account opening fee.

$15 contribution/re-contribution fee is assessed at the tax office. (in addition to the opening fee)
The contribution and setup fee's are waived if:

»  The customer does a RAL.

» The customer’s account has a minimum of $2000.

»  The customer has systematic investing of at least $150 per month.

$10 annual custodial fee charged the following April after the account is opened. This fee can be
waived xi') the client sets up systematic investing of at least $25 per month (or the account balance
1s $1,000). :

Express
IRA
Benefits

Supports our mission of being our clients’ tax and financial partner.

It is an efficient way to help clients achieve their financial goals.

High expectation of increased client retention.

Can be set up quickly at time of tax preparation.

Can be funded using refund, personal check, or debit from client’s bank account.

Client can choose to receive any excess refund money via RAL or RAC.

Pays money market rate of interest and is a safe investment with FDIC insurance up to $100,000.
Easy transfer to other investment products (HRBFA) with different risk and rate of return.

Interest
Rate

Money market rate of interest may fluctuate daily depending on market conditions. The rate will be
approximately the Federal Fund Rate - .25%. Clients should be told that the rate may fluctuate daily
over the life of the investment.

Sweep

Daily at HRBFA. Deposits will begin earning interest as soon as they are converted to
Federal funds, usually one to two business days after deposit at HRBFA.

Offer
Period

Contributions can be made through the dates below for the following options:

April 4 for prior year contributions, if the client funds with their refund.

April 15 for prior year contributions, if the client funds via ACH debit.

April 15 for prior year contributions, if client funds with a check.

August 15 for current year initially if the client funds via refund, systematic investing and ACH
debit.

Rescission
Period

10 business days from the day of funding. We must have the rescission form in our office by the 10% day.

Funding
Time
Frames

B Funding should hit the account within 14 days from the setup date.

‘H A personalized welcome kit will be sent when the account is funded.

R If the account is not funded within 28 days from the date of setup, an Operations Specialist will
investigate this issue.
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H&R BLOCK"
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Express IRA Application

D New Account . | Eaisting Accoumt

ior niernal Use Only

Account €
Legai Name Occupation Mother's Maiden Name
Marilal Status T2x Bracket { Annual income Number of Dependents
Email Address Employer . Year's Empioyed
Home Address Check here 1o change a0dress on account Business Address
City . Stawe Zip City State Zp
Social Security Date of Birth Citizenshp Home Phone Business Phone
Number
Account Type Contribution for Tax Year

. traditional Roth --2004 § 2005 §

initial Transaction and Deposit
Remember: One time and systematic monthly ACH must attach a voided check or letter

on bank stationary to this application.

Elecrronic Refund . :Check {Checks made payabile 1o HER Block Financial Advisors.

Inc.}
One Time ACH . . Monthly Systematic ACH (minimum $25)
Previous year, one time ACH must be compieed by Aprl S pet month
5
Month Dayi 1" _15%.::25"
Routing Transit Number, Routing Transit Number,
Bank Account Numb Bank Account Number.
Primary Beneficiary in the event of iy death_ the proceeds will be distributec 100% 10 he Deneficiary ksted below.
Name Socisl Security Number l Date of Brth
Address Relaonship

Contingent Beneliciary in the evert of my death, and the oeath of my primary benefCiary, he proceeds will be distributed 100% 1o the beneficiary ksted below.

Name Socisl Securty Number J Dete of Birth

Acdress Retationshep

To help the government fight the funding of 1errorism and money laundering aclivities, Federal law requires all finangal institutions
to obtain, verify, and record information that identifies each person who opens an account. What this means for you: When you
open an Express IRA, we will ask you for your name, address, date of birth and other information that will allow us to identiy you.

We may also 25k 10 see your driver’s Jikense or other identifying documents.
Government ksved D 3) D Driver's Lcense/State 1D b) 0 Fasspon ¢) O Alien Registration d) 0 Corporate/Parinership Resolution ) 0 Other

) ID numbes 9) issuing State ov Country h) expiration date Gf applicable),
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1 hereby cerily thal | have inspected the information above. Tax Professional Signature

X

FDIC - Insured Money Market Account Agreement: When you open an H&R Block Express IRA account with H&R Block Financial Advisors, your money wil
be automatically invested into an interest-bearing FDIC-insured money market account, with up o $100,000 of FDIC insurance, 1hrough Reserve Management
Corporation ("Reserve™), al an insured - deposiory institution "8ank"). The insurance on your account will be limited to a combined 1otal of $100.000 for afl
deposits heid in the same legal ownership category per Bank, which includes this account and any other balances you have. directly or through other
inlermegdianes. By opening an H&R Block Express IRA account, you agree to appoint Reserve as your authorzed agent. If you have questions about FDIC
coverage, you may call FDIC Consumer Aftarrs at 800-934-3342. Interest Rate: Each account will be paid a rate of interest. which may fluctuate daily depending
on market conditons Catl 1-800-HRBLOCK for the current prevaiing rate. Interest accrues from date of deposit (0 the last full day before withdrawal and is
compounded daily and credited monthly Deposits: The minimum initial IRA deposit s $300 with no minimum for subsequent deposis. If you stan with a
systematic monthly invesiment of $25 or more. you do nol have to meet the $300 initial investment amouu first. Withdrawals: You may make withdrawals at any

Lime, in any amount. Withdrawals may be subject to tax and/or a 10% penalty tax for early wi Stalements will be marled quanerly. Other
terms: Sach deposit is solely the obligation of the depositor's Bank HLR Bbcn Fmancnal Advisors and Reserve act only as agenls for you, the depositor [n the
event Banks participating in the HAR Block Express IRA reject itonal or with entirely or are terminated. then your agent is authorized by you to

move your deposi 10 another FDIC-insured bank. H&R Block Financial Advisors may. withoul notice. refuse any deposit or close any account f an account
owner's actions become burdensome. Reserve is paid a comprehensive fee, not 1o exceed 1.10% per annum, of the average dady net assets of the account.
H&R Biock Financial Advisors may receive compensation from Reserve for providing administrative, clencal, record keeping, g and sha
accounting services  This amount is deducted daily prior 1o posting of interest to your H&R Block Financial Advisors account. In add‘nion your account will be
charged an annual custodial fee of $10 uniess a minimum §1,000 balance is met or account is enrolled in systematic investing. A one-time, small deposit may

cause your principat to be reduced due o this custodial fee  Your deposit will be in book entry format. therefore. you will not receive a passbook or a certificate

For Internal Use Only

Principal Approval BOM/RRIC Approval Date

Tax Office City State Zip Tax Office 1D rTax Office Phone Number

Retirement Account Terms and Conditions

By opening this account, you agree to appoint H&R Block Financial Advisors ("H&R Block™) and Reserve Management Corporation as your authorized agents,
pursuant to the terms and conditions as stated on this application. Whenever any stawte, nie or reguiation shall be enacted, which would affect or be inconsistent
with this agreement, this agreement will be modified or superseded as appropriate by the change. and all other provis:ons shalt continue in full force and effect.

Except as specifically provided herein. no provision of this agreement shak be waived. modified or amended uniess the changes are committed to writing.

You shal at ail times be liable for ang make payment of any indebledness or obligations of any kind or nature owing to H&R Block in any of your accounts at any
time upon demand, subject to al applicable constitutions. statules, rules and regulations

Any and all communications may be sent 1o you at the address now or hereafter provided in writing to H&R Block Financial Advisors, inc. (H&R Biock®) and aft
communications so sent. whether by mail, tetegraph, messenger or otherwise, shall be deemed to be given to you personaily whether actually received or not.
Repons of execution of orders and statements of your accounts shall be conclusive i not objected to, in writing. withm ten (10) days

HSR Block shall not be liabie for any loss caused directly or indirectly by any act or event beyond the control of H&R Block, including war, govemment restrictions,
exchange or market rulings. aclivity or suspensions of trading and such other acls cuslomarily considered “Acts of God.”

You agree to pay the reasonable costs and expenses of collection, induding attomey's fees. of any i dness or other obfigation of any kind or nature that you
owe H&R Block and which you fail lo pay on demand.

This agreement shall be governed by. and interpreted and determined in accordance with, the laws of the State of Michigan and shall inure to the benefi of HER
Block, s affliates, any successors and assigns by merger, consolidation or otherwise. and shall be binding upon you and your heirs, execulors, successors and
assigns. If any clause is heid to be unenforceable for any reason., it shall be severed and shall not afiect the validity or enforceabity of any other provisions of this
agreement which shall remain in eflect

Predispute Arbitration Clause
Pursuant to applicable federal rules and regutations. the following disclosures are hereby made with respect 10 the Predispute Arbtration Clause found below
i. Arbitration is final and binding on the partes.
W The parties are waiving their nght to seek remedies in count, including the right 1o jury by trial.
[ Pre-arbiration discovery 1s generaity more limited than, and different from, court proceedings.
L The arbitrator's award is not required 1o include factual findings or legal reasoning and any pany's nght 1o appeal or to seek modification of rulings by
the arbitrators is stictly kmited.
v. The panel of arbitrators will typicaily mciude a minority of arbitrators who were or are affiliated with the securities industry.

You agree 10 submit any and all conroversies or daims arising out of the refationship established by this agreement or any correspondmg agreement (0 arbiration
1o be conducted according to the niles and procedures of the New York Stock Exchange, Inc. (NYSE) or the National Association of Securities Dealers, Inc
(NASD), as you may elect, unless the claim or controversy is otherwise found nol to be arbitrable No person shafl bring a putative or certified class action to
arbitration, nor seek to enforce any predispute arbiration agreement against any person who has initialed in court 3 putative dass action, who i a member of a
putative class and who has nol cpted out of the class with respect to any claims encompassed by the putative class action unti:

i The class certification is denied;

ii The class is decertified; or

ai. The customer is excluded from the class by the court.

Such forbearance 1o enforce an agreement to arbirate shal not constitute a waiver of any rights under this agreement except to the extent stated herein.

Ar ion must be ¢ wed by service of a written demand for arbitration and should indicate the election of NYSE or NASD arbitration proceedings. If you do
not make an election within five (5) gays of written demand for such election, then H&R Biock Financial Advisors may make such an election on your behall. The
foregoing shall not limit H&R Block Financial Advisors from seeking injunctive and equilable rekef in a court of competent jurisdiction.

| have read, agree and am bound by the provisions of the Retvement Account Terms and Conditions including the FDIC-Insured Money Market Account
Agreement on page one of this application. | am aware 1hat this individuat retirement account will be assessed a $25 fee upon the dlosing of the account. | will
read. agree and be bound by the Disctosure Statement and the H&R Block Financial Advisors Individua! Reti C dial Account Ag it CAgreement”)
under which my Individual Retrement Account ("Account”) is established. | cenify the accuracy of the above information and appoint H&R Block Financial

Investment services 2nd securities products offered through H&R Block Financial Advisors, Inc.
Member NYSE/SIPC, 3 subsidiary of HER Block Inc. H&R Block inc. is not a registered broker-dealer.
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Agvisors, InC. 83 my ageni (0 execute My drections, 23 Broker, under the agreement establishing my Account. | represert | am of legal age and | centily, under
penaity of perjury, inat (1) the wxpayer 1D humber or Social Security ber on the ¢ s comect. {2) | 2m not subject 10 backup with g b )
have not been notifed that | am subject 10 backup withnolding as a resufl of 3 3iure to repon an interest or dividends, or (B) the internal Revenue Service has
nu.ﬁedmmalmmuqevwb,edhbwwpwnnoldrq OR, llammlbbamoﬂhm.g | have crossed out the tex1 in section (2) in this paragraph,
K d by the undersig sm:ndzanawammrewveuuwMywmumm

Furthermore, | certity thet the sbove 4 ion was
This agreement conmains a predispute arditration clause as disclosed above. | :ckmhﬂgo receipt of a r.op_y of this agreement. My signature below 350
sushorized HER Block Fingncial AOvisors 10 1ake the Miial ransattion aNC OepOsit aMOUNt from tne

Account Qwner Signature Date

Consent 1o Use Tax Retusn information: With your signed consent below, HER Block Tax Services. Inc. end its subsidiaries (collectively, “Tax
Services”). your lax return preparer. will use cenain mformation lrom your t2x retum prepared by us this yeer for the purpose of completing portions of
s IRA ppplication and will disclose such information to HAR Block 1o enable it to process this spplicstion. Tax Services will not use your 1ax retum
information for other purposes. except 10 provide you with additiona! tax-ret2led information anc services or 35 otherwise permitied by iaw. You aiso
acknowiedge &nd agree that Tax Services and’or your individual 13x preparer may be compensated 8s the resull of your opening an Express iRA

account

X

Account Owner Signature

Date

Swaple Voided Check Here for ACH contributions

Invesument services and securities products ottered Ywough MER Block Finencial Advisors, .
Member NYSE/SIPC. 2 sutsidiary o H&R Block ic. HER Block I, is not a registered broker-cealer.
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Express IRA

EXPRESS IRA
')mEapru: Hunulmmnumstered brE&RBIoukﬂutm-ybe setup&unn‘mhxpnpmhoupmun. Chenl.-mnydmaoebetwem Rothur
ikudibmul Clients mlyfnndumvuuendyﬁxtha tax-refund, bycbeck, dumtdepmtﬁ'nmuhmk ont, or by sy natic i;unu uti ﬁ-mnlbnnk'

] .leeount. The $10 annusl mamun-nu fee is wuve& for clients who luve stematic contribuf inng and for client wi}:h ‘s bal e grqmr than. $1000. -
"lnvutmenn nre Fch-mlured for up to 8100;000 per depontur St T Yoo E i

’ .‘Exprw IRA is p-rﬁm]arly well suited for chznta who are Justgemng suﬂ.ed w!ﬂ: savihg. 'I'hm are safne tax diulu who m-y hﬂe beua unted'
savings opportumhes eg. mtdnng 401(k) or- 403(b) plnru. However, whir you ’_ psider the “Jow minir bulnnus. the- rmmmnl I‘eu, -nd the
unmau:hed conVemenu of npetung and l'nnding lhrougb v.hc u:: oifc:. an Exprm m.A is hnn'l to henL - -

) Wlntare mebmeﬁho(mmtmgmmbpmem

“Convenient: ~ Clicats can fund in the tax office with o tax refund. - o e

Tex Smart: Chenta can potentially lower uxnblc income with trndmonnl IRA o o -

’ ‘_ ’ o 'E'hgihle dlierits can potcntully qunhfy for the Saver's Cmd:t and n:dnce hx hlhlhty . '

Competitive: - Low initial investment of $25 per manth, o $300 peryexr . .
Secun: - FDl Mup%‘lwowpudeponm :

*Acconnt upeniagfn—eonh-ibuu’m fee: . $15

**Annual meaintenonce fee: $10

Account termination: $25

Returned check/ACH: $20

Duplicate Statement: $3 ;
Wire transfers from XIRA: $25 k
Withdrawal by mail: Free

Transfer to aother financisl institution: $75

'Only spphs to tu uﬂ'\ce Lnnucﬂmi. no‘fu fnr mail ia umtnhunmx

"The a1 ’_‘ -""‘fuu ’for _ i uwxﬂu balmce uverSlOOO orweount.svnthsystannhcmunﬂ:lymtnbuhmof&?jarn:m -
FOR MORE INFORMATION

" . Clients: - U - R . . . R . s B
l-SOO-HRBLOCK n.nd select ﬁnunan] services opnon .

Tax Pma. Lo o :
1-800~}'lRBJ.DCK and -eltct ﬁnlnc‘ll:urvmel ‘o i
mmnﬁ@uimk.m -
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Express IRA

ROTH IRA VSs. TRADITIONAL IRA

Traditional IRA

Advantages

Savings | Assets grow tax free Contributions may be tax-deductible
Can contribute up to $3000* (annually) Tex-deferred growth
May continue to contribute after age 70 % Can contribute up to $3000° (annually)
Distribution Qualified withdrawals are tax free Early withdrewals-before the age of 59%4 may be penalized 10%

May withdraw original cuntribution at soy time without | Withdrawals other than nondeductible contributions are taxable
penalty

Assets may be withdrawn penalty free for purchase of a
first home and education

Must begin taking distribulions at age 704

Other pe!}alty-fre: exceptions

Considerations | Not avsilable if AG] ezceeds 5110 000 (5) or $160,000 Early withdrawals-before.the age of 53'4 may be penalized ll_ﬁ'

(MFJD) ) .
Withdrawals other than nondeductible contributions are taxable

Assets must be held at least § years from the date the
Roth IRA is opened before carnings can be withdrawn Must begin taking distributions at age 704
tax free and penalty free - . - .

Early withdrawols before the uge of 59 4 may be
penalized

Contributions are not tax deductible

'33500\!':;:50 brold:r

THE SAVER S CREDIT

The Snr.w s Cndu mehrement Savmgz Cnntnbutum Cred:L'l’RS Form 8880) iss nm-rd’undablc Lnx cred:t crutad for t.u plyﬂ'l whn d.woee to .
. fund a quullﬁed savings plan. The credit is hetween 10%-50% of an individual's qualified contribution (depending on their AGI). Cantributions to
an Express IRA aré a great way to take advantsage of the Saver's Cndrt The credlt may be daxm:d on t.he ﬁxst 32 DOO u{rehr:mem emtnb\mm -

made to s quahﬁed nebrement p]aa such as o Express IRA. .

i

Modified Adjusted Gross Income Rang_es
Married Filing Joint Head of Housebold All other Credit Rate
$0-$30,000 $0-$22,500 $0-$15,000 50% of Contribution
$30,001-$32,500 ;21501-524,375 $15,001-$16,250 20% of Conlribution
$32,501-$50,000 $24,376-$37,500 $16,251-$25,000 10% of Contribution
Over $50,000 Over $37.500 ' Over 25,000 Not available
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Policies and procedures — seven steps!
1. At an appropriate tirne in the 5. Place the TPS Acknowledgement
interview, engage in the dialogue to letter and any other pertinent
determine a) if they are a good paperwork inside the pocket of the
candidate for Express [RA, b) which Express IRA Disclosure and Custodial
option would be best for thern, and booklet.  Including a business card
¢) which options may apply (saver's and the Express IRA brochure is a
credit, EITC, other) and offer the sood idea.
Express IRA if appropriate. ©
2. Provide the client with Disclosure andg O F1ace the signed application and the
Custodial Agreement and gain “usage and disclosure of tax retuun
acceptance. information” form in the designated .
3. Process through TPS, including office area. i
determining the funding options. 7. Inform clients of the information
Remember that clients also electing they will receive in the mail:
aRALwﬂlh.a;vemeerxx.Jrasm'A * New clients will receive a
funds deposited directly into their ized wel Kt with
account from the IRS. Any loan pe:salahzed come
. their funding confirmation
proceeds will be the net refund, Jetter wiLhin tWo Weeks.
exchiding Express IRA deposits
(TRA's can't be funded by loans). « Existing clients will receive a
4. Ensure the client signs the Express iﬁﬁzmm lewer
IRA application and the '‘usage
and disclosure of tax return * All clients will receive
information” form If not funding by personalized account
refund, collect voided check, or ACH statements on a quarterly
information. basis (every three manths).

Express IRA funding methods and cut off dates in TPS

Prior Year Curmrent Year
Refund April S, 2005 October 1, 2005
ACH Debit April 15, 2005 October 1, 2005
Check April 15, 2005 October 1, 2005
9

{or internd use only
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Express IRA Rescind Process-Field

Overview

A completed and signed Express IRA Rescission Form must be RECEIVED by H&R
Block Financial Advisors prior to the close of business on the tenth business day after the
account is funded.

» Funding is defined as the actual deposit of money (check, client account debit,
refund, or first systematic withdrawal).

It can be faxed to the Investor Center (IC) (816) 504-1172 to meet the time deadline.
The envelope MUST be postmarked within 10 days of your account being funded.

If the request is received during the allowable time frame, neither the contribution nor the
rescission will be reported to the Internal Revenue Service (IRS).

» There is no fee associated with rescinds when received by the close of business
on the tenth business day after the account is funded.

> The 315 Setup fee is not refundable.

If the request is received after the allowable time period, it will be handled as a
contribution and distribution, which are both reportable events to the IRS.

» After the close of business on the tenth business day after the account is
funded there is a $25 fee to the client for closing the account.

Tax Office Process

Confirm rescission request.

Ensure that the client understands the requirement to amend the return if a contribution to
a prior year traditional IRA is rescinded. Explain any tax consequences.

Direct the client to call the Investor Center at (800) HRBLOCK.
> Select Financial Services Option.
Or help the client in the tax office.

> The tax professional prints the rescission form from WinForms.
> The client completes and signs the form.

> The tax professional faxes the form to the Investor Center for the client.

CONFIDENTIAL
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2004 Express IRA Disclosure Statement
and Agreement fot individual
Retirement Accounts

Article I. In General Disclosure Statement

introduction

This Disclosure Statement ("Stamncm") is provided by H&R Block
Financial Advisors, Inc. (*Custodian”) in accordance with Treasury
regulations and the Internal Revenue Code ("Codg™). The Statement
discusses many of the features of an individual retirement account
("TRA"). (Where the requirements for 3 traditional JRA and a Roth
{RA are the same, this Statement refers to both types of accounts as
an "IRA") Remcmber, though, that this Statement is a general
discussion; the terms of your IRA sre governed by the B&R Block
Financial Advisors, Inc. Prototype Intividual Retirement Custodial
Account Agreement ("Agreement™) Iqr 2 traditional IRA or the Roth’
Individual Retirement Custodial Agreement ("Roth Agreement™) for
8 Roth IRA

An IRA is a retirement plan that you establish for yoursel. Some or
all of your yearly conuibutions to your traditional IRA may be
deductible from gross income on your federal income tax return.
Contributions to @ Roth IRA are not deductible Regardless of
whether your contributions are deductible; any earnings (e.g.,
interest, dividends, capital gains, etc.) on your IRA are not subject
to federal income tax until you receive distributions from your JRA.
Distributions of earnings on your Roth IRA may not be subject to
federnl income tax if the diswribution qualifies as a tax-free
withdrawal. State and local income tax treatment of your IRA may
differ from federal law; for deuwails, you should consult your stale
and local taxing authoarity or your personal tax advisor.

Article 1l. Right to Revoke

You establish your [RA by signing the Adoption Agreement and
making 8 contribution. You have the right to revoke the Adoption
Agreement within seven (7) days from the date you sign it To
revoke the Adoption Agreement, vou must, within the seven (7) day
period, give written notice of revocation to the H&R Block Financial
Advisors Retirement Services Divisian, 719 Griswold, suite 1700,
Detroit, Michigan 48226. If mailed, youwr notice will be deemed
mailed on the date it is post marked (or, if sent by registered or
certified mail, on the date of registration or certification), provided
it is deposited in the mail in the United States in an envelope or
other appropriate wrapper, propcrly addressed, first class, postage
prepaid. If your notice i mailed in this maner, the H&R Block
Financial Advisars Retirement Services Division will be deemed to
have received your notice seven (7) days after the date of masling. If
you timely revoke your Adoption Agreement, the Custodian will
return to youn, without adjustment for market fluctuation, your
original contibution, sales commission and administrative
expenses associated with the JRA created by your Adoption
Agreement If your notice of revocation is not timely made, it will be
void. In such case, you can cancel your JRA, bat adjustments to your
contribution for sales commissions, market fluctuation, and
administrative fees and expenses will be made before return of any
funds to you.

internal Revenue Code Requirements

As is ofien the case when favorable tax treatment is given, the Code
imposes certain requirements on establishing and maintaining an
IRA. The Code requires an IRA to be a trust or custndial account

created by a written instrument (like the Agreement or the Rowh .

Agreement, and Adoption Agreement) that contains the following
provisions:

1)Except for Rollover Contributions, a recharacterized

conuibution described in Code Section 40SA (d)(6), or @
couversion contribution, which are described later,
contributions to an IRA must be madc in cssh.  Annual
contributions for any laxable year to your traditional IRA and
Roth IRA cannot exceed the lesser of 100% of your
compensation or the JRA Contribution Limit (defined below).

2) The trustee or custodian of the IRA must be a bank, or an
organization, such as the Custodian, who demonstrates to the
Intermal Revenue Service that the organization can properly
manage the IRA;

3)The furxis in the IRA cannot be mvested in life insurance
contracts, or commingled with other property in other than 8
common trust und or common investment fund;

4) Your interest in your IRA is fully vested at 2]l times, and non-
forfeitable;

5) Notwithstanding any provision of this agreement to the
contrary, the distibution of your entire traditional IRA interest
must be made in accordance with the minimum distribution
reqmremems of Section 408(a)(6) of the Internal Revenue Code
and the regulations there under, which are incorporated herein
by reference.

6) Your entire naditional IRA must. be distributed, or distribution
must begin, by Apri) ! following the calendar year in which you
beconie 704 For each succeeding year, a distribution must be
made to you on or beforc December 31. On or prior 1o Aprdl 1
of the calendar year in which you becorme 70%, you may elect,
in a2 manner acceptable to H&R Block Financia) Advisors, to
have the balance in yowr account distributed in one of the
following forms:

(a)A single sum paynient;
(b)Equal or substantially equal payments over your life;

(c)Equal or substantially equal payments over your Life and
your designated beneficiary's life;

(DEqual or substantially equal payments over a specified
period that may not be Jonger than your life expectancy; or

(e)equal or substantially equal payments over » specified
period thet may not be longer than the joint life and last
survivor expectancy of you and your designated
beneficiary.

T) If you die before your entire traditional IRA is distributed, your
entire traditional 1RA will be distributed as follows:

(a)lf you die on or after the required beginning date and

(i) The designated beneficiary is yowr surviving
spous¢, the remaining interest will be
distributed over the surviving spouses life
expectancy as determined each year unti) such
spouse’s death, or over the period in paragraph
(2)(iii) below if longer. Any interest remaining
afier the spouse’s death will be distributed over
such spouse’s remaining life expeciancy as
determined in the year of the spoyse's death and
reduced by one for each subsequent year, or, il
distributions are being made over the period in
paragraph (a)(iii) below, over such period.

(ii) The designated beneficiary is not your surviving
spouse, the remaining interest will be
distributed over the beneficiary’s remaining: life
expeciancy as determined in the year folowing
your death and reduced by one for esch
subsequent year, or over the period in paragraph
(a)(iif) below if longer. (iif) there is no
designated beneficiary, the remaining interest
will be distributed over your remsining life
expectancy as determined in the year of your
death and reduced by one for each subsequent
year.
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(O)If you die before the required beginning date, the
remaining interest will be distributed in accordance with
(1) below or, if elected or there is no designated beneficiary,
in accordsnce with (i) below. :

(i) The remaining interest will be disufbuted in
accordance with paragraphs (a)(7) and(aXii)
above (but not over the period in paragraph
(a)iii), even if Jonger), starting by the end of the
calendar year following the year of your death.
If, however, the Gesignated beneficiary is your
surviving spouse, then this distribution is not
required to begin before the end of the calendar
veear in which you would have reached age 7012.
But, in such case, if your surviving spouse dies
befare distributions are required to begin, then
the remaining interest will be distributed in
accordance with (a)(if) above (but not over the

. period in paragraph (a)(iii), even il Jonger), over
such spouse’s designated beneficiary's life
expectancy, or in accordance with () below if
there is no such designated beneficiary.

(ii) Dictributed by the end of the calendar year
containing the fifth anniversary of your death.

8)If you die before your entire interest in yow Roth IRA is
distributed to you and your surviving spouse is not the
designated beneficiary, the remaining interest will be
distributed in accordance with (8) below or, if elected or there
is no designated beneficiary, in accordance with (b) below. If
your surviving spouse is the designated beneficiary, such
spouse will then be treated as the Participant. ’

(a)The remaining interest will b distributed, starting by the
end of the cslendar year following the year of your death,
over the designated beneficiary’s remaining life expectancy
as determined in the year following your death.

(b)The remaining interest will be distributed by the end of the
calendar year containing the fifth anniversary of .your
death,

9) If you own more than one Lraditional IRA, you may satisfy the
minimum distribution requirements describcd above by
recejving & distribution from one traditional IRA that is eyual 1o
the amount required to satisfy the minimum distribution
requirements for two or more traditional IRAs in accordance
with the regulations under Code Section 408(z)(E).

Who Can Establish an IRA?

You sre eligible Lo establish an IRA for any taxable year during
which you receive compensation (e-g., wages, salaries, professional
fees, or other smounts derived from or received for personal
services actually rendered, or eammed income I self-empioyed) Uf
YOUr spouse recejves compensation, your spouse can establish his
or her own JRA. If your spouse does not recejve any compensation,
or elects to be trested as not having received any compensation (for
IRA purposes), you can establish 8 separate ]RA for you and your
spouse (“Spousal IRA Arrangement”). Even if you do not recelve
compensation, you may be eligible to establish a Rallover IRA by
making a rollover conmibution of certain types of distributions you
receive from a qualified pension or profiL sharing plan, a tax-
sheltered annuity or 2 Code Section 457(b) governmental deferred
compensation plan You may not conwibute 10 2 traditonal JRA if
you have atiained age 704 You may contribute to a Roth IR4 even if
you have attained age 70%.

You can also establish an IRA in connection with your employer’s

simplified employee pension plan. A simplified employee pension -

(SEP) Is an individual retdrement account or annuity that permits
your employer tc contribute each year Lo your JRA up to 25% of your
compensation or $40,000, whichever is less.

In order to participate in £ SEP with your employer, SEP-IRAs must
be set up by or on behalf of all eligible employees. Your employer

and 2] eligible emplcyees can then enter into a SEP agreement that
meets the requirements of the Intemnal Revenue Code.

Your employer contributes directly to your SEP-JRA.

Compensation
For purposes of the 25% limit, compensation does not include your
employer’s contribution to your SEP-JRA.

Example:
Barry's employer has a SEP [or its employees. Barry's compensation

for 2002 was $20.000. Barry’s employer can contribute up to 55,000
(25% x $20,000) to Barry's SEP-IRA.

Employer’s contribution excludable rather than
deductible

Your employer’s contributions to your SEP-IRA should not be
included in your Form W-2, Wage and Tax Statement. Do not include
these contributions in your income and do not deduct them.

If you make contributions to the [RA or snnuity used to fund your
SEP, however, you can deduct them the same way as contributions
to a traditional JRA, up to the amount of your JRA Contribution
Limit or 100% of your taxable compensation for the year, whichever
is Jess.

How | Express IRA Invested?

Your JRA will be invested into en interest-bearing FDIC-insured
money market account through Reserve Managenwent Corporation
at an insured depository institution.

Amount and Deductibility of Contributions

A. Traditional IRA

Each tax yesr, you can make annual contributions to your
traditional JRA up to the lesser of 100% of your compensation for
that year, or the IRA Conmribution Limit. In addilion, yoo may make
a conuibution to a Spousal JRA Amangement, up to the IRA
Contribution Limit. In the case of 2 Spousal IRA Arrangement, you
may choose how to sllocate your contribution between the two
accounts, but no more than the JRA Contribution Londt can be
contributed to each account. For example, if you contribute $5,000

‘in 2002 to your JRA and a Spousal IRA Arrangement, the

contribution can be allocaled in any manner such that neither JRA
receives a contribution greater than $3,000. Contributions for a year
can be made &s late as the duc date (without regard to extensions)
of the federal income tax return for that yesr.

The "IRA Contribution Limit” is $3,000 for 2002, and will increase as
follows:

IRA Contribution Limit

Yeatr Uimit

2002-2004 $3000

2005-2007 34000

2008 $5000

2009 + $ 5000 incressed by cont of
liwing pépustMEnts In
$S00 inewmers.

In addition, if yov are age 50 or over by the end of any year, yon may .
make 2 special, “catch-up” contribution to an IRA for thas year. The
catch-up contribution is $500 for 2002 through 2005 and will
increase to $1,000 in 2006 and thereafier. If vou are age 50 by the end
of 2 year, your catch-up limit is added to your normal IRA
Contribution Lirnit for that year. For example, if you are age 50 or
older in 2002, your maximum JRA conuibution is $3,500
($3,000 under the normal IRA Contribution Limit plus $500 under
the special *catch-up® contribution limit.)

Your contribution can be fully deductible on your federal income
1ax retwrn if you ace not an active participant in a retirement plan
maintained by your employer (or, if you and your spouse [ile a joint
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lax retwrn, nejther you nOr youwr spouse are active participants in
retirement plans maintained by your employers). if you are an
active participant; your waditional JRA contribution will be fully
deductible, partly deductible or not deductible, depending on your
adjusted gross income and yowr tax filing status.

The amount of adjusted gross income which will affect the
deductible contribution that you cun make 10 a traditional IRA is
shown in the following tables. If you (or yours spouse, if you are
married and file a joint tax return) are an active participant in a
retirement plan maintzined by your employer and your adjusted
gross income is less than the first amount shown in the table for the
applicable taxable year, your contribution can be fully deductible on
your federal income tax return. If you (or your spouse, if you are
married and file a joint tax retwrn) are an active participant in a
retirement plan maintained by your employer and your adjusted
gross income is greater than the second amowunt shown in the tabie
for the applicable taxable year, no part of your contribution is
deductible. '

Joint Returns

Taxable Year Adjusted Gross income Amounts
2001 $53,000-563,000
2002 $54,000-$64,000
2003 $60,000-570,000
2004 $65,000-$75,000
2005 $70,000-$80,000
2006 $75,000-$85,000
2007 + $80,000-5100,000

Single Taxpayers
Taxable Year Adjusted Gross Income Amounts

2001 $33,000-543,000

12002 $34,000-544,000
2003 $40,000-550,000
2004 ) $45,000-555,000

2005 + $50,000-360,000

Married Filing Separate Returns

Taxable Year Adiusted Gross iIncome Amounts
2007 + $0 - $10,000

1 you (or your spouse, if you are married and file 2 joint tax return)
are an active participant in @ retirement plan maintained by your
employer and your adjusted gross income is greater than the first
amount but Jess than the second amount, some portion of your
contribution can be deductible and the remainder will be
nondeductible.

In general, the percentsge of yow contribution that will not be
deductible is the percentage obtained when dividing the amount by
which your adjusted gross income exceeds the furegaing amount by
$10,000. For example, if you are not married and yow adjusted
gross income is $35,000 in 2002, the percentage of your contribution
that is not deductible is 10% ($35,000 - 33,000 = $1,000 divided by
$10,000 = 10%). The same percentzge would be obtained if you are
‘marricd and file & joint 1ax return, and the adjusted gross income of
you and yvour spouse is $86,000 in 2002 ($55,000 - 54,000 = $1,000
divided by $10,000 = 10 %.) In either case, 90% of your contribution
csn be deductible. So, if you contributed $3,000 to your IRA ($6,000
to ]JRAs for you and your spousc), $2,700 of youwr conwribution
(85,400 if you and your spouse each contributed $3,000) is
deductible. Remember that all earnings on your contributions
accumulate tax free unti! you receive distributions from your IRA,
regardiess of whether your contributions are tax deductible in
whole or in part

For taxable years beginning after December 31, 2006, the
denominator in the fraction for married taxpayers filing a joinl
return wib be $20,000. For example, if the combined adjusted gross

3

_income of you and your spouse for the year 2007 is $S5,000, the

percemage of your ccntribution that is not deductible is 25%
($85,000 - $80,000 = 5,000 divided by $20,000 = 25%). In this case,
75% of your contribution can be deductible. So, if you and your
spouse contributed $8,000 to your respective IRAs, $6,000 of your

. contributinns is deductible.

A special rule applies if you are not an active participant in a
retirement plan but your spouse js an aclive participant in a
relirement plan sponsored by your spouse'’s employer and you and
your spouse file a joint retun In this event, if the combined
adjusted gross income of you and your spouse is less than $150,000,
you can deduct the full amount of your traditiona!l IRA contribution.
If the combined adjusted gross income of you and your spouse is
gregier than $160,000, no amount of your traditional JRA
contribution is deductible. 1lf the combined adjusted gross income
of you and your spouse is between $150,000 and $160,000, some
portion of your contribution can be deductible and the remainder
' will be nondeductible. The percentage of your contribution that will
not be deductible is the percentage aobtained when dividing the
amount by which your combined adjusted gross income exceeds
$150,000 by $10,000. For example, if your combined adjusted gross
income in 2002 is $151,000, the percentage of your contribution that
is not deductible is 10% ($151,000 - $150,000 = $1,000 divided by
$10,000 = 1096). So, if ynu contributed $3,000 to your IRA, §2,700 of
your contribution is deductible. In this example, your spouse could
not inake 2 deductible contribition to your spouse’s IRA because
your spouse is an active participant in a retirement plaon and your
adjusted gross income exceeds the applicable amount for 2002
(564,000).

If you qualify to make tax-deductible contributions under the above
rules, you can elect to treat your contributions as nondeductible.
(You might do this if you do not need the tax deduction). You make
the election on your tax return. If you file an amcnded tox return,
you can change your election from deductible to nondeductible, and
vice versa