Retirement Plans for Individuals & Businesses
A look at some of the choices.
Households are saving too little for the future.
According to one new analysis, 41 percent of Gen Xers and 42 percent of baby boomers have yet to
begin saving for retirement. In a recent financial industry survey, 35 percent of small business owners
said they were planning to use the sale proceeds from their company for a retirement fund, an idea
which comes with a flashing question mark.1,2
Do you need to build retirement savings? Take a look at these retirement plans:
SEP-IRA: Low fees, easy to implement and maintain.
These plans cover sole proprietors and their workers with no setup fees or yearly administration
charges. Your business makes all the contributions with tax-deductible dollars. The amount of the
contribution your company can deduct is the lesser of your contributions or 25 percent of an employee’s
compensation. You can even skip contributions in a lean year.3,4
SIMPLE IRAs and 401(k)s: Low maintenance, high contribution limits.
In contrast to SEP-IRAs, Savings Incentive Match Plan (SIMPLE) IRAs are largely employee-funded. A
worker can direct as much as $12,500 or 100 percent of compensation (whichever is less) into a SIMPLE
IRA per year. That current $12,500 annual contribution limit rises to $15,500 for plan participants 50 and
older. Matching employer contributions are required: you can either put in 2 percent of an employee’s
annual compensation, or match employee contributions dollar-for-dollar up to 3 percent of the
employee’s annual compensation.2,4
Does your company have less than 100 workers? Do you want a 401(k) plan that is relatively easy to
administer? The SIMPLE 401(k) might do. This is a regular 401(k) with a key difference: the employer
must match employee contributions in the manner described in the previous paragraph. As with the
SIMPLE IRA, employee contributions are elective. Contributions to a SIMPLE 401(k) vest immediately.
While you must file a Form 5500 annually with the IRS, no non-discrimination testing is necessary for
these 401(k)s.2,4
Solo 401(k)s: A great way to play catch-up.
Both pass-through firms and C corps can install these plans, which allow a solopreneur to contribute to a
retirement plan as both an employee and an employer. In 2018, a business owner can direct up to
$55,000 into a solo 401(k). As with a standard 401(k), participants age 50 and older can make a $6,000
catch-up contribution each year. If you are 50 or older, your maximum annual contribution could be as
large as $61,000.2,5,6
If you are behind on retirement saving, a solo 401(k) presents an outstanding opportunity to help you
grow your retirement fund. The catch is that your business must be very small and stay that way. You
can only have one employee besides yourself, and that employee must be your spouse. Solo 401(k)s do
need plan administrators, but no Form 5500 is needed until the plan assets top $250,000. If you have a
corporation, your solo 401(k) contributions are characterized by the IRS as business expenses. If your
business is unincorporated, you may deduct your solo 401(k) contributions from your personal income.2

The solo 401(k) offers even more savings potential for a married couple. Your employed spouse can
make an employee contribution to the plan (limit of $18,500/$24,500 annually), and you can then make
a profit-sharing contribution of up to 25 percent of his or her compensation as the employer. You can
even have a Roth solo 401(k).4,6
Roth and traditional IRAs: The individual retirement planning mainstays.
These accounts currently let you save and invest up to $5,500 a year ($6,500 a year if you are 50 or
older). Both permit tax-advantaged growth of the invested assets. With a Roth IRA, contributions are not
tax-deductible, but distributions are tax-free provided IRS rules are followed. Roth IRAs never require
mandatory withdrawals when you reach your seventies. Withdrawals from traditional IRAs are taxed as
regular income, but contributions are often fully tax-deductible; withdrawals must begin when the
account owner is in his or her seventies.2,7
Roth and traditional 401(k)s: The small business standard.
These plans now have annual contribution limits of $18,500 ($24,500 for those 50 and older). Your
401(k) contributions reduce your taxable income. Assets within all 401(k)s grow with tax deferral. Some
401(k) plans now feature a Roth option. The rules for Roth 401(k)s mirror those for Roth IRAs, with a
notable exception: Roth 401(k) plan participants usually must begin taking mandatory withdrawals from
their accounts once they reach age 70½.8,9
Contact the financial professional you know and trust today about these plans.
You must build adequate retirement savings for the future, and your prospects for retirement should
not depend on the future of your business.

Contact us for help in financial planning.
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