SEC. 219. RETI REMENT SAVI NGS

219(a) ALLOMANCE OF DEDUCTI ON. —+n the case of an individual, there shall be
al l owed as a deduction an amunt equal to the qualified retirenment contributions
of the individual for the taxable year

219(b) MAXI MUM AMOUNT OF DEDUCTI ON —

219(b) (1) I N GENERAL. —Fhe anpunt all owabl e as a deduction under subsection
(a) to any individual for any taxable year shall not exceed the | esser of —

219(b)(1)(A) the deductible anmount, or

219(b) (1) (B) an anpunt equal to the conpensation includible in the
i ndi vidual's gross incone for such taxable year

219(b) (2) SPECI AL RULE FOR EMPLOYER CONTRI BUTI ONS UNDER S| MPLI FI ED EMPLOYEE
PENSI ONS. —Fhi s section shall not apply with respect to an enpl oyer contribution
to a sinmplified enpl oyee pension

219(b) (3) PLANS UNDER SECTI ON 501(c)(18). —Notwi t hstandi ng paragraph (1), the
amount al | owabl e as a deduction under subsection (a) with respect to any
contributions on behalf of a enployee to a plan described in section 501(c)(18)
shal |l not exceed the | esser of —

219(b) (3) (A) $7,000 or

219(b)(3)(B) an anpbunt equal to 25 percent of the conpensation (as defined in
section 415(c)(3)) includible in the individual's gross income for such taxable
year.

219(b) (4) SPECI AL RULE FOR SI MPLE RETI REMENT ACCOUNTS. —Fhis section shall not
apply with respect to any ampunt contributed to a sinple retirement account
est abl i shed under section 408(p).

219(b) (5) DEDUCTI BLE AMOUNT. —For purposes of paragraph (1)(A —

219(b)(5)(A) I N GENERAL. —The deducti bl e amount shall be deternined in
accordance with the foll ow ng table:

The deducti bl e

For taxabl e years beginning in: amount is:
2002 through 2004....... ... .. . . . . $3, 000
2005 through 2007........ ... ... . . . . . . $4, 000
2008 and thereafter......... ... ... ... . . . . . . .. $5, 000.

219(b) (5) (B) CATCH UP CONTRI BUTI ONS FOR | NDI VI DUALS 50 OR OLDER —



219(b)(5)(B)(i) IN GENERAL. —+n the case of an individual who has attained the
age of 50 before the close of the taxable year, the deductible anbunt for such
t axabl e year shall be increased by the applicable amunt.

219(b)(5)(B) (ii) APPLI CABLE AMOUNT. —or purposes of clause (i), the

appl i cabl e anpbunt shall be the ampbunt determ ned in accordance with the
foll owi ng table:

The applicabl e

For taxable years beginning in: amount is:
2002 through 2005.............. ... .. .. ... $500
2006 and thereafter......... ... ... $1, 000

219(b) (5) (C) COST- OF- LI VI NG ADJUSTMENT. —

219(b)(5) (O (i) IN GENERAL. —+n the case of any taxable year beginning in a
cal endar year after 2008, the $5,000 anpunt under subparagraph (A) shall be
i ncreased by an amobunt equal to —

219(b)(5) (O (i) (1) such dollar amount, nultiplied by

219(b)(5) (O (i) (Il) the cost-of-1iving adjustment determ ned under section
1(f)(3) for the cal endar year in which the taxable year begins, determ ned by
substituting “cal endar year 2007” for “cal endar year 1992” in subparagraph (B)
t her eof .

219(b)(5) (O (ii) ROUNDING RULES. —f any anmount after adjustment under clause
(i) is not a multiple of $500, such ampbunt shall be rounded to the next | ower
mul ti pl e of $500.

219(c) SPECI AL RULES FOR CERTAI N MARRI ED | NDI VI DUALS. —
219(c)(1) IN GENERAL. —n the case of an individual to whomthis paragraph
applies for the taxable year, the limtation of paragraph (1) of subsection (b)

shal |l be equal to the |esser of —

219(c)(1)(A) the dollar anpbunt in effect under subsection (b)(1)(A) for the
t axabl e year, or

219(c)(1)(B) the sumof —

219(c)(1)(B) (i) the conpensation includible in such individual's gross incone
for the taxable year, plus

219(c)(1)(B)(ii) the conpensation includible in the gross incone of such
i ndi vidual's spouse for the taxable year reduced by —

219(c)(1)(B)(ii)(l) the anpunt allowed as a deduction under subsection (a) to
such spouse for such taxable year



219(c)(L)(B)(ii)(I'l) the ampunt of any desi gnated nondeducti bl e contribution
(as defined in section 408(0)) on behal f of such spouse for such taxable year
and

219(c)(L)(B)(ii)(I'1l1) the ampunt of any contribution on behalf of such spouse
to a Roth | RA under section 408A for such taxable year

219(c)(2) | NDI VI DUALS TO WHOM PARAGRAPH (1) APPLIES. —Paragraph (1) shal
apply to any individual if —

219(c)(2)(A) such individual files a joint return for the taxable year, and

219(c)(2)(B) the ampunt of conpensation (if any) includible in such
i ndi vidual 's gross incone for the taxable year is | ess than the compensation
includible in the gross incone of such individual's spouse for the taxable year

219(d) OTHER LI M TATI ONS AND RESTRI CTI ONS. —

219(d) (1) BENEFI Cl ARY MJUST BE UNDER AGE 701/2 . —No deduction shall be all owed
under this section with respect to any qualified retirement contribution for the
benefit of an individual if such individual has attained age 701/2 before the
cl ose of such individual's taxable year for which the contribution was made.

219(d) (2) RECONTRI BUTED AMOUNTS. —No deduction shall be allowed under this
section with respect to a rollover contribution described in section 402(c),
403(a) (4), 403(b)(8), 408(d)(3), or 457(e)(16).

219(d) (3) AMOUNTS CONTRI BUTED UNDER ENDOWVENT CONTRACT. —n the case of an
endowrent contract described in section 408(b), no deduction shall be all owed
under this section for that portion of the anpbunts paid under the contract for
the taxabl e year which is properly allocable, under regul ations prescribed by
the Secretary, to the cost of life insurance.

219(d) (4) DENI AL OF DEDUCTI ON FOR AMOUNT CONTRI BUTED TO | NHERI TED ANNUI TI ES OR
ACCOUNTS. —No deduction shall be allowed under this section with respect to any
amount paid to an inherited individual retirenment account or individua
retirement annuity (within the neaning of section 408(d)(3)(O(ii)).

219(e) QUALI FI ED RETI REMENT CONTRI BUTI ON. —For purposes of this section, the
term“qualified retirenent contribution” neans —

219(e)(1) any anount paid in cash for the taxable year by or on behalf of an
i ndividual to an individual retirenment plan for such individual's benefit, and

219(e)(2) any anount contributed on behal f of any individual to a plan
described in section 501(c)(18).

219(f) OTHER DEFI NI TI ONS AND SPECI AL RULES. —

219(f) (1) COVPENSATI ON. —For purposes of this section, the term “conpensation”
i ncl udes earned incone (as defined in section 401(c)(2)). The term
“conpensati on” does not include any anount received as a pension or annuity and
does not include any ampunt received as deferred conpensation. The term
“conpensation” shall include any amount includible in the individual's gross
i ncomre under section 71 with respect to a divorce or separation instrunent
descri bed i n subparagraph (A) of section 71(b)(2). For purposes of this



par agr aph, section 401(c)(2) shall be applied as if the termtrade or business
for purposes of section 1402 included service described in subsection (c)(6).

219(f)(2) MARRIED I NDI VI DUALS. —Fhe maxi mum deducti on under subsection (b)
shal | be conputed separately for each individual, and this section shall be
applied without regard to any comunity property | aws.

219(f)(3) TINME WHEN CONTRI BUTI ONS DEEMED MADE. —For purposes of this section
a taxpayer shall be deened to have made a contribution to an individua
retirement plan on the |ast day of the preceding taxable year if the
contribution is made on account of such taxable year and is nade not |ater than
the tine prescribed by law for filing the return for such taxable year (not
i ncl udi ng extensions thereof).

219(f)(4) REPORTS. —fhe Secretary shall prescribe regul ati ons which prescribe
the tine and the manner in which reports to the Secretary and plan participants
shal |l be nade by the plan adm nistrator of a qualified enployer or governnent
pl an receiving qualified voluntary enpl oyee contributions.

219(f)(5) EMPLOYER PAYMENTS. —For purposes of this title, any anount paid by
an enployer to an individual retirenent plan shall be treated as paynent of
conpensation to the enpl oyee (other than a self-enployed individual who is an
enpl oyee within the neaning of section 401(c)(1)) includible in his gross incone
in the taxable year for which the anmount was contributed, whether or not a
deduction for such paynent is allowable under this section to the enpl oyee.

219(f) (6) EXCESS CONTRI BUTI ONS TREATED AS CONTRI BUTI ON MADE DURI NG SUBSEQUENT
YEAR FOR WHI CH THERE | S AN UNUSED LI M TATI ON. —

219(f)(6) (A) I N GENERAL. —f for the taxable year the naxi mum anount all owabl e
as a deduction under this section for contributions to an individual retirenent
pl an exceeds the anpbunt contributed, then the taxpayer shall be treated as
havi ng made an additional contribution for the taxable year in an anpbunt equa
to the | esser of —

219(f)(6) (A) (i) the ampunt of such excess, or

219(f)(6) (A) (ii) the anpbunt of the excess contributions for such taxable year
(determ ned under section 4973(b)(2) w thout regard to subparagraph (Q
t hereof).

219(f)(6) (B) AMOUNT CONTRI BUTED. —or purposes of this paragraph, the anount
contributed —

219(f)(6)(B) (i) shall be determ ned without regard to this paragraph, and
219(f)(6)(B)(ii) shall not include any rollover contribution

219(f)(6) (C SPECI AL RULE WHERE EXCESS DEDUCTI ON WAS ALLOWED FOR CLOSED YEAR
—Proper reduction shall be made in the anount all owabl e as a deduction by reason
of this paragraph for any ampbunt allowed as a deduction under this section for a
prior taxable year for which the period for assessing deficiency has expired if
the amobunt so all owed exceeds the anpbunt which shoul d have been all owed for such
prior taxable year.



219(f)(7) ELECTI ON NOT TO DEDUCT CONTRI BUTI ONS. —

For election not to deduct contributions to individual retirement plans, see
section 408(0)(2)(B)(ii).

219(g) LI M TATI ON ON DEDUCTI ON FOR ACTI VE PARTI Cl PANTS | N CERTAI N PENSI ON
PLANS. —

219(g) (1) IN GENERAL. —f (for any part of any plan year ending with or within
a taxabl e year) an individual or the individual's spouse is an active
partici pant, each of the dollar limtations contained in subsections (b)(1)(A)
and (c)(1)(A) for such taxable year shall be reduced (but not bel ow zero) by the
amount determ ned under paragraph (2).

219(g) (2) AMOUNT OF REDUCTI ON. —

219(g)(2) (A) I N GENERAL. —Fhe ampunt determ ned under this paragraph with
respect to any dollar linmtation shall be the ambunt which bears the sanme ratio
to such limtation as —

219(9)(2) (A) (i) the excess of —

219(g)(2) (A) (i) (1) the taxpayer's adjusted gross income for such taxable year,
over

219(g9)(2) (A (i) (I'l) the applicable dollar anpbunt, bears to

219(g)(2)(A) (ii) $10,000 ($20,000 in the case of a joint return for a taxable
year beginning after Decenber 31, 2006).

219(g) (2) (B) NO REDUCTI ON BELOW $200 UNTIL COMPLETE PHASE-OUT. —No dol | ar

[imtation shall be reduced bel ow $200 under paragraph (1) unless (w thout
regard to this subparagraph) such Iimtation is reduced to zero.

219(9)(2) (©) ROUNDI NG. —Any anpunt determ ned under this paragraph which is
not a nmultiple of $10 shall be rounded to the next |owest $10.

219(g) (3) ADJUSTED GROSS | NCOVE; APPLI CABLE DOLLAR AMOUNT. —For purposes of
this subsection —

219(9) (3) (A) ADIJUSTED GROSS | NCOVE. —Adj usted gross incone of any taxpayer
shall be determ ned —

219(9)(3)(A) (i) after application of sections 86 and 469, and

219(g9)(3)(A) (ii) without regard to sections 135, 137, 199, 221, 222, and 911
or the deduction all owabl e under this section.

219(9) (3) (B) APPLI CABLE DOLLAR AMOUNT. —Fhe term “applicable dollar anount”
neans the foll ow ng:



219(9)(3)(B)(i) In the case of a taxpayer filing a joint return

The applicabl e
dol | ar anount

For taxable years beginning in: is:
1008, $50, 000
1999, L L $51, 000
2000. . . $52, 000
200, . o $53, 000
2002, . $54, 000
2008, . $60, 000
2004, . $65, 000
2005, . $70, 000
2006, . . $75, 000
2007 and thereafter......... ... .. ... .. . . . . . . $80, 000

219(9)(3)(B)(ii) In the case of any other taxpayer (other than a narried
i ndividual filing a separate return):

The
appl i cabl edol | ar

For taxabl e years beginning in: amount is:
1008, $30, 000
1990, . $31, 000
2000. . . . $32, 000
2001, . . $33, 000
2002. . .. $34, 000
20083, . $40, 000
2004. . . $45, 000

2005 and thereafter............ ... $50, 000



219(9)(3)(B)(iii) In the case of a married individual filing a separate
return, zero

219(g) (4) SPECI AL RULE FOR MARRI ED | NDI VI DUALS FI LI NG SEPARATELY AND LI VI NG
APART. —A husband and wi fe who —

219(9)(4)(A) file separate returns for any taxable year, and
219(g)(4)(B) live apart at all tines during such taxable year
shall not be treated as nmarried individuals for purposes of this subsection

219(g) (5) ACTI VE PARTI Cl PANT. —For purposes of this subsection, the term
“active participant” means, with respect to any plan year, an individual —

219(g)(5)(A) who is an active participant in —

219(g)(5)(A) (i) a plan described in section 401(a) which includes a trust
exenpt fromtax under section 501(a),

219(g)(5)(A) (ii) an annuity plan described in section 403(a),

219(g)(5)(A) (iii) a plan established for its enployees by the United States,
by a State or political subdivision thereof, or by an agency or instrunentality
of any of the foregoing,

219(g)(5) (A) (iv) an annuity contract described in section 403(b),

219(g)(5) (A (v) a sinplified enpl oyee pension (wthin the meaning of section
408(k)), or

219(9)(5) (A) (vi) any sinple retirenment account (within the neani ng of section
408(p)), or

219(g) (5) (B) who nakes deductible contributions to a trust described in
section 501(c)(18).

The deternination of whether an individual is an active participant shall be
made wi thout regard to whether or not such individual's rights under a plan
trust, or contract are nonforfeitable. An eligible deferred conpensation plan
(within the nmeaning of section 457(b)) shall not be treated as a plan described
i n subparagraph (A)(iii).

219(g) (6) CERTAIN | NDI VI DUALS NOT TREATED AS ACTI VE PARTI Cl PANTS. —For
purposes of this subsection, any individual described in any of the follow ng
subpar agraphs shall not be treated as an active participant for any taxable year
sol ely because of any participation so described:

219(g)(6) (A) MEMBERS OF RESERVE COMPONENTS. —Participation in a plan described
i n subparagraph (A)(iii) of paragraph (5) by reason of service as a nenber of a
reserve conponent of the Arned Forces (as defined in section 10101 of title 10),
unl ess such individual has served in excess of 90 days on active duty (other
than active duty for training) during the year



219(g) (6) (B) VOLUNTEER FI REFI GHTERS. —A volunteer firefighter —

219(g)(6)(B)(i) who is a participant in a plan described in subparagraph
(A)(iii) of paragraph (5) based on his activity as a volunteer firefighter, and

219(g)(6)(B)(ii) whose accrued benefit as of the beginning of the taxable year
is not nore than an annual benefit of $1,800 (when expressed as a single life
annuity conmmenci ng at age 65).

219(9) (7) SPECI AL RULE FOR SPQUSES WHO ARE NOT ACTI VE PARTI Cl PANTS. —f this
subsection applies to an individual for any taxable year solely because their
spouse is an active participant, then, in applying this subsection to the
i ndi vidual (but not their spouse) —

219(9)(7)(A) the applicable dollar amobunt under paragraph (3)(B)(i) shall be
$150, 000; and

219(g)(7)(B) the ampunt applicable under paragraph (2)(A)(ii) shall be
$10, 000.



