Self-Directed Solo 401k Deep Dive:
Contributions Guide
2020 & 2021
for.S-corporations, C-corporations,

LLC taxed as S-corp/C-corp,W-2

https://www.mysolo401k.net/

1-800-489-7571


https://www.mysolo401k.net/

Contribution Limits
Scenarios & Examples

How to Use Online Calculator
Deadline

How to Make Contributions
How to Report Contributions

What is Not a Contribution




> The Solo 401k contribution limits are based on the following factors:
v Your Self-Employment Income
v Your Age

v Whether you participate in another retirement plan (e.g., 401k plan through
your “day job”)

v Type of Contribution (Employee vs. Employer; Pre-Tax, Roth or Voluntary
After-Tax)



> If your self-employed business is taxed as an S-Corporation,
C-corporation, LLC taxed as S-corp/C-corp your ability to
make Solo 401k contributions is based on the W-2 wages
that you receive from your self-employed business eared

Income not your day-time job W-2 wages.
- Don’t consider w-2 wages from other sources (e.g., day
job)
- Don’t consider K-1 from the S-corporation






> Second Determine Contribution Year & Amount

2020

Tax Year Annual Contribution Limit Age 50 or Older Catch-up

2020 $57,000 $6,500

2021

Tax Year Annual Contribution Limit Age 50 or Older Catch-up

2021 $58,000 $6,500







> Employee Contribution (Salary Deferrals)

< The limit is 100% of your w-2 wages from your self-employed
business NOT TO EXCEED/UP TO $19,500 for 2020 (plus an
additional $6,500 if you are 50 or older)

» Need to reduce by any contributions made to another
employer plan UNLESS the other plan is a 457 governmental
plan in which contributions are not aggregated

» For 2021, the elective deferral remains the same at $19,500,
or $26,000 if age 50 or older.



> Employee Contribution (Salary Deferrals)

» 100% of the Employee contributions (subject to the
limits — see prior slide) can be made as Roth
Contribution

» Roth contributions must be deposited in a separate
sub-account for each participant



> Employer Contribution (Profit-Sharing)
< The limit is equal to 25% of your w-2 wages.

» Use the amount reported in Box 1 of the W-2 plus
any pre-tax elective deferrals not in Box 1.

» The aggregate contributions can’t exceed the overall
limit of $57,000 or $63,500 if you are 50 or older for
2020 (For 2021, the contribution limit increased to
$58,000 or $64,500 if age 50 or over).

» Not impacted by contributions made to another
retirement plan through an unrelated employer (e.g.,
“day job” 401k plan) UNLESS such contributions
were made to a 403b plan



» Voluntary After-Tax Contributions (Mega Backdoor

Roth)

/7

< The lesser of (i) self-employment compensation & (ii)
the overall limit ($57k for 2020 & $58k for 2021)
REDUCED by any Employer or Employee contributions
made to the Solo 401k [IGNORE any catch-up
contributions made to the Solo 401k].

» Note the limit does not go up if you are 50 or older

» Not impacted by any contributions made to another
retirement plan through an unrelated employer

(e.g., “day job” 401k plan) UNLESS the other plan
is 403b

» Voluntary after-tax contributions must be deposited
in a separate sub-account for each participant




> “Base Scenario” Assumptions

<+ Self-employed business taxed as an S-
corporation

< One Participant
< Under 50 years of Age
< Does not make contributions to another plan

% Goal is to Maximize Pre-tax contributions and
then make Roth Solo 401k and/or Voluntary After-
Tax Contributions

< $100,000 of w-2 wages from the self-employed
business




> “Base Scenario” Contribution Limits

\/
0‘0

Employee (Pre-tax or Roth): $19,500 [100% of w-
2 wages up to $19,500]

Employer Pre-tax Contributions: $25,000 [25% of
w-2 wages provided total contributions don’t
exceed overall limit]

Voluntary After-Tax: $12,500 for 2020; $13,500
for 2021, [Lesser of Self-employment
compensation or the overall limit of $57,000 for
2020 ($58,000 for 2021) reduced by any
employee or employer contributions made to the
Solo 401K]




» Change “Base Scenario” Assumptions to $50k

» Self-employed business taxed as an S-Corporation, C-
corporation, LLC taxed as S-corp/C-corp

» One Participant
< Under 50 years of Age
» Does not make contributions to another plan

» Goal is to Maximize Pre-tax contributions and then make
Roth Solo 401k and/or Voluntary After-Tax Contributions

< $50,000 of w-2 wages from the self-employed business




» How do Contribution Limits Change?

< Employee (Pre-tax or Roth): $19,500 [100% of w-2 wages up
to $19,500]

< Employer Pre-tax Contributions: $12,500 [25% of w-2 wages
provided total contributions don’t exceed overall limit]

< Voluntary After-Tax: $18,000 for 2020; $18,000 for 2021;
[Lesser of Self-employment compensation or the overall limit
of $57,000 for 2020 ($58,000 for 2021) reduced by any
employee or employer contributions made to the Solo 401K]




> Change “Base Scenario” Assumptions to
Maximize Contributions “Day Job” Plan

<+ Self-employed business taxed as an S-
Corporation, C-corporation, LLC taxed as S-
corp/C-corp One Participant

< Under 50 years of Age
< Contributes $19,500 to “Day Job” Plan

% Goal is to Maximize Pre-tax contributions and then
make Roth Solo 401k and/or Voluntary After-Tax
Contributions

< $100,000 of w-2 wages from the self-employed
business




> How do Contribution Limits Change?

< Employee (Pre-tax or Roth): $0 [100% of w-2 wages up to
$19,500 reduced by any contributions made to another
retirement plan unless 457 governmental plan]

< Employer Pre-tax Contributions: $25,000 [25% of w-2 wages
provided total contributions don’t exceed overall limit]

< Voluntary After-Tax: $32,000 for 2020; $33,000 for 2021;
[Lesser of Self-employment compensation or the overall limit
of $57,000 for 2020 ($58,000 for 2021) reduced by any
employee or employer contributions made to the Solo 401K]




Change “Base Scenario” Assumptions to Goal is
Maximize Roth Solo 401k Contributions

<+ Self-employed business taxed as an S-Corporation,
C-corporation, LLC taxed as S-corp/C-corp One
Participant

< Under 50 years of Age
< Does not make contributions to another plan

< Goal is to Maximize Roth Solo 401k and/or
Voluntary After-Tax Contributions

< $100,000 of w-2 wages from the self-employed
business




> How do Contribution Limits Change?

< Employee (Roth): $19,500 [100% of w-2 wages up to
$19,500]

< Employer Pre-tax Contributions: $0 [25% of w-2 wages
provided total contributions don’t exceed overall limit]

< Voluntary After-Tax: $37,500 for 2020; $38,500 for
2021; [Lesser of Self-employment compensation or the
overall limit of $57,000 for 2020 ($58,000 for 2021)
reduced by any employee or employer contributions
made to the Solo 401K]




> Change “Base Scenario” Assumptions to Two (2)
Participants

<+ Self-employed business taxed as an S-Corporation, C-
corporation, LLC taxed as S-corp/C-corp Two (2)
Participants (e.g., spouses or business partners)

< Under 50 years of Age
< Does not make contributions to another plan

% Goal is to Maximize Pre-tax contributions and then
make Roth Solo 401k and/or Voluntary After-Tax
Contributions

< $100,000 of w-2 wages from the self-employed
business for each person



> How do Contribution Limits Change? [Limits for each
person]

<+ Employee (Pre-tax or Roth): $19,500 [100% of w-2
wages up to $19,500]

< Employer Pre-tax Contributions: $25,000 [25% of
w-2 wages provided total contributions don’t
exceed overall limit]

< Voluntary After-Tax: $12,500 for 2020; $13,500 for
2021, [Lesser of Self-employment compensation
or the overall limit of $57,000 for 2020 ($58,000 for
2021) reduced by any employee or employer
contributions made to the Solo 401k]




> Change “Base Scenario” Assumptions to Age 50
or older

Self-employed business taxed as an S-
Corporation, C-corporation, LLC taxed as S-
corp/C-corp

One Participant
50 or older years of Age
Does not make contributions to another plan

Goal is to Maximize Pre-tax contributions and then
make Roth Solo 401k and/or Voluntary After-Tax
Contributions

$100,000 of w-2 wages from the self-employed
business




> How do Contribution Limits Change?

< Employee (Pre-tax or Roth): $26,000 [100% of w-2 wages up
to $19,500 plus $6,500 Catch-Up Contribution]

< Employer Pre-tax Contributions: $25,000 [25% of w-2 wages
provided total contributions don’t exceed overall limit]

< Voluntary After-Tax: $12,500 for 2020; $13,500 for 2021,
[Lesser of Self-employment compensation or the overall limit
of $57,000 for 2020 ($58,000 for 2021) reduced by any
employee or employer contributions made to the Solo 401Kk]




> Change “Base Scenario” Assumptions to (i) Maximize
Contributions “Day Job” Plan and (ii) Maximize Roth
Solo 401k

<+ Self-employed business taxed as an S-Corporation, C-
corporation, LLC taxed as S-corp/C-corp One
Participant

<+ Under 50 years of Age
< Contributes $19,500 to “Day Job” Plan

< Goal is to Maximize Roth Solo 401k and/or Voluntary
After-Tax Contributions

< $100,000 of w-2 wages from the self-employed
business




» How do Contribution Limits Change?

<+ Employee (Pre-tax or Roth): $0 [100% of w-2 wages up to
$19,500 reduced by any contributions made to another
retirement plan unless 457 governmental plan]

< Employer Pre-tax Contributions: $0 [25% of w-2 wages
provided total contributions don’t exceed overall limit]

< Voluntary After-Tax: $57,000 for 2020; $58,000 for 2021;
[Lesser of Self-employment compensation or the overall limit
of $57,000 for 2020 ($58,000 for 2021) reduced by any
employee or employer contributions made to the Solo 401K]




> Change “Base Scenario” Assumptions to (i) Age 50 or
older; (i1) Maximize Contributions “Day Job” Plan and (i)
Maximize Roth Solo 401k

< Self-employed business taxed as an S-Corporation, C-
corporation, LLC taxed as S-corp/C-corp

< One Participant
< 50 or older years of Age
< Contributes $26,500 to “Day Job” Plan

< Goal is to Maximize Roth Solo 401k and/or Voluntary After-
Tax Contributions

< $100,000 of w-2 wages from the self-employed business



> How do Contribution Limits Change?

<+ Employee (Pre-tax or Roth): $0 [100% of w-2 wages up to
$19,500 reduced by any contributions made to another
retirement plan unless 457 governmental plan]

< Employer Pre-tax Contributions: $0 [25% of w-2 wages
provided total contributions don’t exceed overall limit]

< Voluntary After-Tax: $57,000 for 2020; $58,000 for 2021,
[Lesser of Self-employment compensation or the overall limit
of $57,000 for 2020 ($58,000 for 2021) reduced by any
employee or employer contributions made to the Solo 401K]




> Change “Base Scenario” Assumptions to (i) Two (2) Participants;
(i) Maximize Contributions “Day Job” Plan and (iii) Maximize
Roth Solo 401k

< Self-employed business taxed as an S-Corporation, C-corporation,
LLC taxed as S-corp/C-corp

» Two (2) Participants (e.g. spouses or business partners)
< Under 50 years of Age
» Each person contributes $19,500 to “Day Job” Plan

» Goal is to Maximize Roth Solo 401k and/or Voluntary After-Tax
Contributions

< $100,000 of w-2 wages from the self-employed business for each
person



> How do Contribution Limits Change? [Limits for each
person]

<+ Employee (Pre-tax or Roth): $0 [100% of w-2 wages up to
$19,500 reduced by any contributions made to another
retirement plan unless 457 governmental plan]

< Employer Pre-tax Contributions: $0 [25% of w-2 wages
provided total contributions don’t exceed overall limit]

< Voluntary After-Tax: $57,000 for 2020; $58,000 for 2021;
[Lesser of Self-employment compensation or the overall
limit of $57,000 for 2020 ($58,000 for 2021) reduced by
any employee or employer contributions made to the Solo
401K]




How to Use our
Online Calculator

For a self-employed business taxed
as an S-Corporation, C-
corporation, LLC taxed as S-
corp/C-corp, select “Single Owner
Corporation”

Enter the w-2 wages (i.e. box 1 of the
w-2 plus an pre-tax elective deferrals
not included in box 1) for each
participant

Enter the age of each participant as
of the end of the applicable year

Modify if you make contributions
to a “day job” plan

Modify for After-Tax
Contributions

Click “View Report” to see detall

Click “Print” to keep a copy

https://www.mysolo401k.net/learn/online-tools/







vV VWV YV VY

To make the contribution, you will make the check payable in the name of
the solo 401k and write "Annual Contribution" on the memo section of the
check.

Electronic Transfer is also acceptable.
<% Check with the financial institution that holds the accounts.

< Note: Other than Fidelity most brokerage firms don’t allow electronic
deposit.

Each participant deposits his/her contributions into separate sub-accounts
Pre-tax, Roth and after-tax funds must go into separate sub-accounts.
May transfer funds in one lump sum or series of contributions

May transfer funds from personal or business account




The deadline to make ALL types of contributions is the business tax return deadline (for S-Corporation,
C-corporation, LLC taxed as S-corp/C-corp : 3/15 or 9/15 if a timely tax return extension is filed.

This is clear based on IRS publication 560 which is the IRS publication that deals with retirement plans for
Solo 401k plans (see excerpt below of chart on page 3 of IRS Pub 560):




»> Employee contributions:

» Pre-tax: Not included in Box 1 and reported in Box 12
(code D) and check “Retirement Plan” field in Box 13

» Roth: Box 12 of the w-2 (Code AA)

» Voluntary After-Tax Contributions: May be reported on
Box 14 of the w-2 (Optional)

> Employer Contributions:

» Line 17 of the Form 1120s (S-corporation tax return)
» Line 23 of the Form 1120



< Can | also make matching contributions to the Solo 401k?

> No.  Matching contributions only apply to full-time
employer 401k plans, not self-employed solo 401k plans
(l.e., 401k plans for owner-only businesses).

> Solo 401k contributions only consist of employee and
profit-sharing contributions.

> Matching is when the employer matches what the
employee has contributed.

> Profit-sharing contributions may be made to the Solo 401k
even If no employee contributions are made.



<+ The following amounts are not contributions, and therefore, are not
subject to the contribution limits

> Amounts rolled over from an existing retirement account (e.g. former
employer plan and/or non-Roth IRA)

> Earnings from your Solo 401k Investment (e.g. rents collected with respect
to real estate owned by your Solo 401Kk)

> Amounts converted within the Solo 401k (Funds converted from Pre-tax
and/or Voluntary After-Tax to Roth)

» Repayment of Solo 401k participant loans



> Please see answers to more frequently asked
guestions on our website.

<+ See links provided in the YouTube comments.
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