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“There are different types of IRAs you can establish, depending on 

your needs and your circumstances.  Using IRAs in  

Retirement Planning is a smart choice. 

DEBORAH SEXTON 
FAYETTEVILLE ARKANSAS ESTATE PLANNING ATTORNEY 
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An IRA is a tax-deferred savings plan, established within the IRS 
guidelines.  “Tax deferred” means that the investment earnings (i.e., 
interest and dividends), accumulate tax free until the investor 
withdraws them. 

Retirement planning is an important exercise for everyone.  There are 

numerous ways to plan for your golden years.  Individual Retirement 

Accounts, or IRAs, are a very common tool.  They allow you to plan for, 

save for and invest in your future.  There are different types of IRAs you can 

establish, depending on your needs and your circumstances.  Using IRAs in 

Retirement Planning is a smart choice. 
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WHAT IS AN IRA? 
 

An IRA is a tax-deferred savings plan, established within the IRS 

guidelines.  “Tax deferred” means that the investment earnings (i.e., 

interest and dividends), accumulate tax free until the investor withdraws 

them.  This is beneficial in at least two ways.   

First, instead of paying taxes on the returns of the investment, the tax is 

paid later, allowing the investment to grow unimpeded.  The other benefit 

is that the deferred tax rate is typically lower.  An investment is generally 

made when the investor is earning more income, which means the tax rate 

will be higher.  However, when the funds are withdrawn at retirement, that 

same investor is now earning little or no income, so the tax rate will be 

lower. 

 

 



 
 

IRAs in Retirement Planning in Arkansas   www.arkansas-estateplanning.com 
4 

TYPES OF IRAS 

There are four basic types of IRAs.  Traditional IRAs and Roth IRAs are 

created by individual investors.  The other two types (SEP and SIMPLE) are 

available through your 

employer and include 

some form of matching 

investments.  SEP IRAs 

are Simplified 

Employee Pension and 

a SIMPLE IRA is a 

Savings Incentive 

Match Plan for 

Employees.  All four of 

these IRAs are 

considered “fully 

vested.” This means 

that all contributions 

and earnings, even 

those made by employers, belong to the individual investor.  While IRAs 

are tax-deferred savings accounts, they are different in when the funds are 

taxed and when those funds can be withdrawn, without penalty. 

 

TAX ADVANTAGES OF IRAS 

Traditional IRA funds are deposited into the account “pre-tax,” which 

means those contributions are tax-deductible. The earnings are not taxed 
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while they remain in the account.  Upon retirement, when the funds are 

withdrawn, they are taxed as ordinary income.  SEP and SIMPLE IRAs also 

provide the same tax advantages.  

On the other hand, the funds for a Roth IRA are placed in the account 

“after-tax.”  While you cannot deduct your contributions, as with the other 

IRAs, the funds are distributed tax-free upon retirement. 

 

WHAT IS AN IRA “CONTRIBUTION?” 
 

Since an IRA is 

essentially a savings 

account, a contribution 

is simply the money you 

place in the account.  

Contributions must be 

made in cash, and each 

type of IRA has its own 

annual limit on 

contributions, as well as 

deadlines for making 

such contributions. 
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LIMITATIONS ON CONTRIBUTIONS MADE TO 

IRAS 
 

There are certain limitations set on the total annual amount that can be 

contributed to each IRA.  For 2015, the maximum contribution for both 

Traditional and Roth IRAs is $5,500, if you are less than 50 years of age, 

and $6,500 if you are over 50 for 2015,  the maximum contribution to a 

SEP IRA is $53,000. The maximum contribution to a SIMPLE IRA is 

$12,500 if under age 50 and $15,500 if over age 50.These limits are subject 

to change each year. 
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PENALTIES FOR EARLY WITHDRAWAL 
 

If you decide to withdraw any funds from your IRA before the set minimum 

age, you may be penalized.  For example, funds withdrawn from a 

Traditional IRA before the age of 59 ½ are assessed an additional 10% tax.  

You can withdraw contributions made to your Roth IRA anytime, tax- and 

penalty-free. However, you may have to pay taxes and penalties on 

earnings. 

Traditional IRAs actually require that you take distributions at age 70 ½. 

Roth IRAs do not have mandatory withdrawal requirements. So, if you do 

not need the money, your Roth IRA can continue to grow, tax-free, 

throughout your lifetime. 
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AVOIDING EXCESS CONTRIBUTIONS 
 

It is important to avoid exceeding the set limitations on IRA contributions.  

The excess amount is taxed at 6% every year the excess amount remains in 

the IRA account. Excess IRA contributions commonly occur in one of these 

situations: 

 You contribute more than the contribution limit. 

 You make a regular IRA contribution to a Traditional IRA at age 70½ 

or older. 

 You make an improper rollover contribution to an IRA. 

 

In order to avoid being taxed, you should withdraw the excess contribution 

amount from the IRA before your individual income tax return is due to be 

filed, as well as income earned from that excess contribution. 

If you have questions regarding IRAs, or any other retirement planning 

concerns, please contact the Deborah Sexton Law Office online or by calling 

us at (479) 443-0062. 

 

 

 

 

 

 

http://www.arkansas-estateplanning.com/contact-us/
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About the Author 

Deborah K. Sexton 

As the sole attorney in the Fayetteville law firm of 

Deborah Sexton Law Office, Deb oversees a 

practice devoted to providing clients with the best 

in estate planning. 

 

Deborah Sexton, C.P.A., J.D., L.L.M., combines 

an extensive background in accounting with a 

wide range of legal experience to provide her 

clients with a uniquely practical perspective. An 

attorney since 1983, she now devotes her practice 

primarily to estate planning and elder law. 

 

EXPERIENCE 

After obtaining her undergraduate degree in accounting from Abilene 

Christian University in Abilene, Texas, she worked in Dallas in public 

accounting for several years, and then went to the University of Arkansas 

Law School in Fayetteville. Upon graduating from law school, she went on 

to obtain an L.L.M. degree in Taxation from New York University. 

 

Deborah Sexton Law Office 
www.arkansas-estateplanning.com 
 
2766 Millennium Drive 
Fayetteville, AR 72703 
Phone: (479) 443-0062 
Fax: (479) 443-2001 

http://www.arkansas-estateplanning.com/services/lgbt-community/

