
Retirement and Taxes – Understanding IRAs 
By Annie Schurman 

IRAs provide tax incentives for you to make investments that can provide financial security for your 
retirement. 

Here’s some basic language to help you understand IRAs: 

• Contribution. The money that someone puts into their IRA. The annual limit for 2021 IRA 
contributions is $6,000 per person, or if you are age 50 or older $7,000 per person. You must have 
earned income to contribute to an IRA. 
  

• Distribution. The amount that you withdraw from your IRA. 
  

• Withdraws. You could face a 10% penalty plus taxes if you withdraw money before age 59 ½, unless 
you qualify for an exemption. 
  

• Required distribution. There are requirements for withdrawing from an IRA: 
o Per the 2019 SECURE Act, if a person's 70th birthday is on or after July 1, 2019, they do not 

have to take withdrawals until age 72 (previously age 70 ½.) 
o Special distribution rules apply to inherited IRAs. 

  
• Traditional IRA: 

o An IRA where contributions are deductible on your tax return.  The amounts in a traditional 
IRA are not taxed until they are withdrawn. 
  

• Roth IRA: 
o You cannot deduct contributions to a Roth IRA on your tax return. 
o Qualified distributions are tax-free. 

 Qualified distributions are those: 
 made after you have held the Roth for 5 years 
 made on or after age 59 ½ 

 You can withdraw contributions anytime tax-free and penalty-free, but 
earnings on your Roth will be subject to a 10% penalty if withdrawn 
before age 59 1/2 

 made because you are disabled 
 made to a beneficiary 
 made to buy or build a first home ($10,000 limit, 59 ½ age limit penalty doesn’t 

apply) 
o Roth IRAs do not require withdrawals until after the death of the owner. 

  
• Savings Incentive Match Plan for Employees - SIMPLE IRA.  Employees and employers may 

contribute to traditional IRAs set up for employees. It may work well as a start-up retirement savings 
plan for small employers. 
  

• Simplified Employee Pension – SEP IRA.  An employer can make contributions toward their own 
retirement and their employees' retirement. The employee owns and controls a SEP. 
  

• Rollover IRA. This is when the IRA owner receives a payment from their retirement plan and deposits 
into a different IRA within 60 days. 

Please contact our office with any questions you have on retirement plans and tax savings.  We are here to 
help! 
 
 
Thanks,  

Annie Schurman 
Income Tax Preparer 
 
 



 
Kaup’s Financial Advisors 
PO Box 265  
113 N Main Street  
Stuart NE 68780  
402-924-3607 

 
Scott Kaup is a Registered Representative offering securities and advisory services through Cetera Advisor Networks LLC (doing insurance 
business in CA as CFGAN Insurance Agency LLC), a member FINRA/SIPC, a broker dealer and registered investment adviser.  CA Insurance 
License #0G00634. 

 The opinions contained in this material are those of the author, and not a recommendation or solicitation to buy or sell investment products. 
This information is from sources believed to be reliable, but Cetera Advisor Networks LLC cannot guarantee or represent that it is accurate or 
complete. Cetera Advisors Networks LLC, or any of its representatives may not offer legal or tax advice. Any tax advice is offered solely 
through Kaup’s Financial Advisors, Inc. The information in these articles are not intended as specific tax or legal advice, and it may not be 
relied on for the purpose of avoiding any federal tax penalties. You are encouraged to seek your specific tax or legal advice from an 
independent professional advisor. Information provided herein was obtained from www.irs.gov. This information is designed to be 
educational. This information covers selected tax issues that are condensed. The recipient is cautioned not to rely on these summaries in lieu 
of a full review of applicable statutes, regulations and authorities, affecting any specific tax issue or transaction. Consult with your tax 
preparer for more detailed information and how it may apply to you and your specific situation. 
 


	Here’s some basic language to help you understand IRAs:

