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Internal Revenue Code Section 408(a)(6) 
Individual retirement accounts 

(a) Individual retirement account.

For purposes of this section, the term "individual retirement account" means a trust created or

organized in the United States for the exclusive benefit of an individual or his beneficiaries, but

only if the written governing instrument creating the trust meets the following requirements:

(1) Except in the case of a rollover contribution described in subsection (d)(3) or in

section 402(c) , 403(a)(4) , 403(b)(8) , or 457(e)(16) , no contribution will be accepted

unless it is in cash, and contributions will not be accepted for the taxable year on behalf

of any individual in excess of the amount in effect for such taxable year under section

219(b)(1)(A).

(2) The trustee is a bank (as defined in subsection (n)) or such other person who

demonstrates to the satisfaction of the Secretary that the manner in which such other

person will administer the trust will be consistent with the requirements of this section.

(3) No part of the trust funds will be invested in life insurance contracts.

(4) The interest of an individual in the balance in his account is nonforfeitable.

(5) The assets of the trust will not be commingled with other property except in a

common trust fund or common investment fund.

(6) Under regulations prescribed by the Secretary, rules similar to the rules of section

401(a)(9) and the incidental death benefit requirements of section 401(a) shall apply to

the distribution of the entire interest of an individual for whose benefit the trust is

maintained.

(b) Individual retirement annuity.

For purposes of this section, the term "individual retirement annuity" means an annuity contract,

or an endowment contract (as determined under regulations prescribed by the Secretary), issued

by an insurance company which meets the following requirements:

(1) The contract is not transferable by the owner.

(2) Under the contract-

(A) the premiums are not fixed,

(B) the annual premium on behalf of any individual will not exceed the dollar

amount in effect under section 219(b)(1)(A) , and

https://www.bradfordtaxinstitute.com


(C)  any refund of premiums will be applied before the close of the calendar year 

following the year of the refund toward the payment of future premiums or the 

purchase of additional benefits. 

 

(3)  Under regulations prescribed by the Secretary, rules similar to the rules of section 

401(a)(9) and the incidental death benefit requirements of section 401(a) shall apply to 

the distribution of the entire interest of the owner. 

 

(4)  The entire interest of the owner is nonforfeitable. 

 

Such term does not include such an annuity contract for any taxable year of the owner in which it 

is disqualified on the application of subsection (e) or for any subsequent taxable year. For 

purposes of this subsection, no contract shall be treated as an endowment contract if it matures 

later than the taxable year in which the individual in whose name such contract is purchased 

attains age 72; if it is not for the exclusive benefit of the individual in whose name it is purchased 

or his beneficiaries; or if the aggregate annual premiums under all such contracts purchased in 

the name of such individual for any taxable year exceed the dollar amount in effect under section 

219(b)(1)(A). 

 

(c)  Accounts established by employers and certain associations of employees. 

A trust created or organized in the United States by an employer for the exclusive benefit of his 

employees or their beneficiaries, or by an association of employees (which may include 

employees within the meaning of section 401(c)(1)) for the exclusive benefit of its members or 

their beneficiaries, shall be treated as an individual retirement account (described in subsection 

(a)), but only if the written governing instrument creating the trust meets the following 

requirements: 

(1)  The trust satisfies the requirements of paragraphs (1) through (6) of subsection (a). 

 

(2)  There is a separate accounting for the interest of each employee or member (or 

spouse of an employee or member). 

 

(3)  There is a separate accounting for any interest of an employee or member (or spouse 

of an employee or member) in a Roth IRA. 

 

The assets of the trust may be held in a common fund for the account of all individuals who have 

an interest in the trust. 
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