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IRAs: Fact or fiction?
BY LARRY KALLEVIG

W hen it comes to saving for 
retirement, what you don’t 
know can cost you.

Nearly 3 in 10 Americans say they 
don’t have an Individual Retirement 
Account (IRA) because they don’t know 
enough about them, according to the 
2017 TIAA IRA survey.

If you’re considering an IRA in 2018, 
let me clear up a few IRA myths.

Myth: An IRA is an investment. 
No, an IRA is actually more like the 
basket that holds investments, including 
stocks, bonds and mutual funds. 
Anyone with an income is eligible to 
open an IRA. You can do so at a bank, 
investment firm or insurance company. 
Unlike a 401(k) in which contribu-
tions are usually taken straight from a 
payroll, IRA contributions are typically 
written with a check and deposited.

Myth: All IRAs are the same. 
Actually, the main difference between 
a traditional IRA and a Roth IRA is in 
how they’re taxed. Similar to a 401(k), 
the contributions you make to a tradi-
tional IRA are fully or partially tax 
deductible. However, the money will 
be taxed when you withdraw it. With a 
Roth IRA, the taxes work in the oppo-
site way. Your contributions are made 
after tax, but the money that grows in a 
Roth IRA is withdrawn tax-free.

Myth: IRAs are for rich people. 
There’s no minimum for most IRAs, 
either traditional or Roth. Even if you 
can contribute only a little bit every 
month, it can make a huge difference 
in your savings — especially if you 
start early and give your money time 
to grow.

22 / February 2018 / Minnesota Good Age

slettenlaw.com612.206.3709
310 4th Avenue South Suite 5010, Minneapolis, 55415

Sletten Law Office  
Estate Planning, Probate, & Trust Law

Working together,  
we can make sure  

that your values, as 
well as your assets, 
are passed on after 

you’re gone.

Karen Sletten, Attorney at Law

Sletten Law Office GA 0917 12.indd   1 8/18/17   10:24 AM

Bring this ad and get 20% EXTRA MONEY! 
(WHEN YOU SELL YOUR GOLD JEWELRY ITEMS TO US)

We Buy/Sell Gold & Silver
Gold & Silver Jewelry · Diamonds

 Gold Watches · Platinum · Coins & Bullion  
Sterling Silverware · Pre-65 Silver Coins

Dental Gold · And a Lot More!

goldmoneyexpress.com

Gold Money Express

Southdale Mall
(2nd floor Macy’s Wing)
952.583.9976

We Offer Free Evaluation  
for Your Gold & Silver  

Coin Collection

Gold Money Express GA 0218 12.indd   3 1/25/18   12:25 PM

SANDBERG
FUNERAL & CREMATION SERVICESOur Family Serving Yours Since 1942

2593 E. 7th Ave., North St. Paul, MN 55109

651-777-2600
sandbergfuneralhome.com

Remodeled and Spacious (chapel seating 200)

Luncheon Options

Sandberg Funeral GA 0513 12.indd   1 4/9/13   4:16 PM

1421 Yale Place, Mpls
612-338-6313

• 1 Bedrooms
•  Based on Income
•  Utilities Included
•  Service Coordinator
•  Resident Activities & Programs
•  Community Room
•  Smoke-Free Building

Booth Manor  
Residence
For Seniors 62+

Booth Manor GA 0114 12.indd   1 12/6/13   10:14 AM

MGA_0218 (8-23) Departments.indd   22 1/26/18   9:20 AM

23
Myth: I should have only one 
type of retirement account. 
You can open an IRA if you have an 
employer-sponsored retirement plan, such 
as a 401(k). You can also open more than 
one IRA, such as a traditional IRA and a 
Roth IRA. Just remember that the contri-
bution limits apply to both IRA accounts 
combined. � at means workers younger 
than 50 can contribute $5,500 in total to 
both accounts for 2018 — not $5,500 in 
each. (Plus you can contribute an addi-
tional $1,000 in catch-up contributions 
if you’re 50 or older.) � ere are di� erent 
rules regarding other types of IRAs, such 
as SEP-IRAs and SIMPLE IRAs. I recom-
mend talking to a tax professional about 
those situations.

Myth: I can leave money 
in an IRA indefinitely. 
Traditional IRAs involve Minimum 
Required Distributions that start the 
year after the calendar year in which 
you turn 70 1/2. If you don’t follow 
your RMDs, you face penalties from the 
IRS. You might have to pay a 50 percent 
excise tax on the amount you were 
required to distribute but did not. 

Roth IRAs don’t involve Required 
Minimum Distributions until after the 
death of the owner.

Myth: I can’t touch my money 
until retirement. 
With a Roth IRA, you can withdraw the 
money you’ve contributed at any time 
without penalties. (However, the same does 
not apply to the gains.) With a traditional 
IRA, you will face a 10 percent early 
withdrawal penalty if you take money out 
before age 59 1/2 in most cases. However, 
there are a few exceptions to the rule. Both 
the Roth IRA and the traditional IRA will 
waive the early withdrawal penalty for 
quali� ed higher-education expenses, as well 
as for � rst-time homebuyers. With that said, 
remember what IRA stands for — Indi-
vidual Retirement Account. 

You’ll need the money when you retire, 
so I don’t recommend withdrawing early.

Larry Kallevig is the owner of Haven 
Financial Group in Burnsville. For 
more than 15 years, he’s been helping 
his clients create financial plans that 
ensure a dependable and comfortable 
retirement income. Learn more at 
havenfinancialgroup.com.

MORE INFO
According to the IRS, individuals may be able to take a tax credit — 
a “saver’s credit” — of up to $1,000 if they make eligible contributions 
to an IRA. The amount of the credit is 50 percent, 20 percent or 10 
percent of your retirement plan or IRA contributions up to $2,000 
($4,000 if married filing jointly), depending on the individual’s 
adjusted gross income.

Also of note: As of 2015, you can make only one rollover from an 
IRA to another (or the same) IRA in any 12-month period, regardless 
of the number of IRAs you own. For purposes of the limit, all of 
an individual’s IRAs, including SEP and SIMPLE IRAs as well as 
traditional and Roth IRAs are e� ectively treated one IRA. Rollovers 
from traditional to Roth IRAs (“conversions”) aren’t limited.

Learn more at tinyurl.com/iras-iras.
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