
If you didn’t get around to contributing to an IRA in 
2021 and you’re looking for ways to lower your tax 

bill, you may still have an option. Qualified taxpayers 
can make deductible contributions to traditional IRAs 
until the tax filing date of April 18, 2022, and claim the 
benefit on their 2021 returns.

WHO IS ELIGIBLE?
You can make a deductible contribution to a  
traditional IRA if:

n  You (and your spouse) aren’t active participants in 
an employer-sponsored retirement plan, or

n  You (or your spouse) are active participants in an 
employer plan, but your modified adjusted gross 
income (AGI) doesn’t exceed certain levels that 
vary from year to year by filing status.

For 2021, joint tax return filers who are covered by 
an employer plan have a deductible IRA contribution 
phaseout range of $105,000 to $125,000 of modified 
AGI. For taxpayers who are single or a head of house-
hold, the phaseout range is $66,000 to $76,000. For 
married filing separately, the phaseout range is $0 to 
$10,000. For 2021, if you’re not an active participant 
in an employer-sponsored retirement plan, but your 
spouse is, the deductible IRA contribution phaseout 
range is $198,000 to $208,000 of modified AGI. 

Deductible IRA contributions reduce your current 
tax bill, and earnings within the IRA are tax deferred. 
However, every dollar you take out is taxed in full (and 
subject to a 10% penalty before age 59½, unless an 
exception applies).

IRAs are often referred to as “traditional IRAs” as 
opposed to Roth IRAs. You also have until April 18  
to make a Roth IRA contribution, though unlike  
traditional IRA contributions, Roth IRA contribu-
tions aren’t deductible. Withdrawals from a Roth IRA 
are tax-free if the account has been open at least five 
years and you’re age 59½ or older. (Contributions to  
a Roth IRA are subject to income limits.)

WHAT’S THE CONTRIBUTION LIMIT?
For 2021, if you’re eligible, you can make deductible 
traditional IRA contributions of up to $6,000 ($7,000 
if you’re 50 or over). In addition, small business owners 
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Are you a business owner who needs to hire? 
Be aware that a law enacted at the end of 2020 

extended through 2025 a credit for employers that hire 
individuals from one or more targeted groups, listed 
below. Employers can qualify for a tax credit known 
as the Work Opportunity Tax Credit (WOTC) that’s 
worth as much as $2,400 for each eligible employee. 
For certain veterans, the credit can be up to $4,800, 
$5,600 or $9,600, and for “long-term family assistance 
recipients,” up to $9,000 (more about these later). 
Employees who qualify for the credit must begin 
working for the employer before January 1, 2026.

Generally, an employer is eligible for the credit only for 
qualified wages paid to members of a targeted group. 
These groups are:

 1.  Qualified members of families that receive  
assistance under the Temporary Assistance for 
Needy Families program,

 2. Qualified veterans,

 3. Qualified ex-felons,

 4. Designated community residents,

 5. Vocational rehabilitation referrals,

 6. Qualified summer youth employees,

 7.  Qualified members of families in the Supplemental 
Nutritional Assistance Program (SNAP),

 8.  Qualified Supplemental Security Income  
recipients,

 9. Long-term family assistance recipients, and

 10. Long-term unemployed individuals. 

EMPLOYERS MUST  
MEET CERTAIN REQUIREMENTS
Many conditions must be fulfilled before employers 
can qualify for the credit. Each employee must have 
completed a minimum of 120 hours of service for the 
employer. Also, the credit isn’t available for employees 
who are related to the employer or who previously 
worked for the employer.

The rules and credit amounts differ for specific  
employees. The maximum credit available for the first 
year’s wages is $2,400 for each employee, or $4,000 for  
a recipient of long-term family assistance. In addition,  
for those receiving long-term family assistance, there’s 
a 50% credit for up to $10,000 of second-year wages. 

can set up and contribute to a Simplified Employee 
Pension (SEP) plan up until the due date for their 
returns, including extensions. For 2021, the maximum 
contribution you can make to a SEP is $58,000.

For more information about how IRAs or SEPs can 
help you save the maximum tax-advantaged amount 
for retirement, contact us — or ask during your return 
preparation appointment. n

TWO ALTERNATE IRA STRATEGIES FOR POSSIBLE TAX SAVING

1. Turn a nondeductible Roth IRA contribution into a deductible IRA contribution. Did you make a Roth IRA 
contribution in 2021? That’s helpful in the future when you take tax-free payouts from the account, but the 
contribution isn’t deductible. If a deduction is important now, you can convert a Roth IRA contribution into a 
traditional IRA contribution using a “recharacterization” mechanism. Assuming you meet the requirements, 
you may then take a traditional IRA deduction.

2. Make a deductible IRA contribution, even if you don’t work. Generally, you must have wages or other earned 
income to make a deductible traditional IRA contribution. An exception applies if your spouse is the breadwinner 
and you’re a homemaker. If so, you may be able to take advantage of a spousal IRA.
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WHAT TO DO ABOUT  
FRAUDULENT CREDIT OR DEBIT CARD CHARGES

It’s an awful feeling to learn that someone has used 
your credit or debit card to make fraudulent charges. 

Whether you’re liable for charges typically depends on 
the type of card, whether you still possess the card and 
when you alert the issuer.

CREDIT CARDS
If your credit card is lost or stolen and you report it  
to the card provider before it’s used in a fraudulent 
transaction, you can’t be held responsible for any  
unauthorized charges. If you report it after unauthor-
ized charges have been made, you may be responsible 
for a specified dollar amount in charges. Some card 
issuers have decided not to hold their customers liable 
for any fraudulent charges regardless of when they 
notify the card company. And if your account number 
is stolen but not the actual card, your liability is $0.  
But either you or the card issuer must identify the 
fraudulent transactions for them to be removed.

When reporting a card loss or fraudulent transaction, 
contact the issuer via phone. Then follow up with  
a letter or email. This should include your account 
number, the date you noticed the card was missing  
(if applicable), and the date you initially reported the 
card loss or fraudulent transaction.

DEBIT CARDS
If you report a missing debit card before any  
unauthorized transactions are made, you aren’t  
responsible for any unauthorized transactions. If  
you report a card loss within two business days after 
you learn of the loss, your maximum liability for  
unauthorized transactions is $50. 

But if you report the card loss after two business  
days but within 60 calendar days of the date your  
statement showing an unauthorized transaction was 
mailed, liability can jump to $500. Finally, if you report 
the card loss more than 60 calendar days after your 
statement showing unauthorized transactions was 
mailed, you could be liable for all charges. 

What if you notice an unauthorized debit card  
transaction on your statement, but your card is still in 
your possession? You have 60 calendar days after the 
statement showing the unauthorized transaction is 
mailed to report it and avoid liability. 

SAFEST CHOICE
If you’re unsure about the specific conditions that 
trigger liability for unauthorized charges, contact your 
card issuer. n

The maximum credit available over two years for these 
employees is $9,000 ($4,000 for year one and $5,000  
for year two).

For some veterans, the limits are $4,800, $5,600  
or $9,600.  For summer youth employees, the wages  
must be paid for services performed during any  
90-day period between May 1 and September 15.  
The maximum WOTC credit available for summer  
youth workers is $1,200 per employee.

Employers of all sizes are eligible to claim the  
WOTC. This includes both taxable and certain  
tax-exempt employers located in the United States  
and in some U.S. territories. Taxable employers  

can claim the WOTC against income taxes.  
However, eligible tax-exempt employers can only 
claim the WOTC against payroll taxes and only for  
wages paid to members of the qualified veteran  
targeted group.

A CREDIT WORTH PURSUING
Additional rules and requirements exist. In some cases, 
employers may elect not to claim the WOTC. And 
in limited circumstances, the rules may prohibit the 
credit or require an allocation of it. However, for most 
employers that hire from targeted groups, the credit 
can be valuable. Contact us with questions or for more 
information about your situation. n




