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Basic Factors -
How Much Can

| Contribute?

> The Solo 401k contribution limits are based on
the following factors:

v

v

v

Your Self-Employment Income

Your Age

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

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




» If your self-employed business is taxed
as a partnership, your ability to make
o Solo 401k contributions is based on your
PartnerShIPS: self-employment income reported on
S elf- Line 14 of your K-1 (after reducing such
net income by one-half of the self-

Employment employment tax) (i.e. your “self-

employment income”’)

Income <+ Don’t consider w-2 wages from other sources
(e.g., day job)

» Don’t consider investment income




First Determine Earned Income

Calculate

Self- Line 14 C A Subtract 1/2 s lf
Empoyement = of - of Self- e g

Income schedule K-1 Employment

Employment

Not based on This is the net The solo 401(k)

: . R alculator doe -
passive income profit line - lc-_ tl:_} oes
this for you




For 2023
With a Solo 401(k), depending on your salary and age, you can contribute $66,000 per year or
573,500 for those 50 or older in 2023.

Tax Year Annual Contribution Limit Age 50 or Older Catch-up
2023 $66,000 $7,500

2023 & 2024

For 2024 Contribution

For 2024, the contribution limit increased to $69,000 or $76.500 if age 50 or over. L. °-|-
Tax Year Annual Contribution Limit  Age 50 or Older Catch-up

2024 $69,000 $7,500




Contribution Types

Employer Contribution

Employee Contribution

[

« Can be applied as a pretax,
Roth or voluntary after-tax
or in combination.

« Can be applied as a pretax
contribution.

= Can be applied as a Roth
contribution per SECURE
2.0 Act.

+ Roth and pretax
contributions are impacted
by contributions to a day-
time job 401(k) plan.

. Roth Contribution

« May be applied as an
employee contribution.

= Not affected by
contributions to a day-time
job 401(Kk) plan.

Voluntary After-Tax

« Part of the employee
contribution and overall

lmit category.

« Includes the catch-up R R R R R R
amount for those age 50 or = Does not include the cateh-
older. up amount for those age 50

.................. " or ulderl

= Now also falls under the E e S R
Employer Profit Sharing « Not impacted by
(Nonelective) contribution contributions to day job
category per SECURE 2.0 401k,

Act.



Pre-Tax (Employee) — How much can | contribute?

> Employee Contribution (Salary Deferrals)

% The limit is 100% of your self-employment compensation NOT Employee Contribution
TO EXCEED/UP TO $22,500 for 2023 (plus an additional $7,500 "B

if you are 50 or older) B e

pretax, Roth or

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

» For 2024, the elective deferral increased to $23,000, or
$30,500 if age 50 or older.



> Employee Contribution (Salary Deferrals) oth Contribution

» 100% of the Employee contributions (subject to the S
limits — see prior slide) can be made as Roth B contributions.
Contribution F Includes the catch-up amount for
i those age 50 or older.

* May be applied as employee

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



> Employer Contribution (Profit-Sharing)

<+ The limit is equal to 20% of your self-employment
compensation (for partnerships, multi-member LLC
taxed as a partnership and report on 1065/K-1).

» The aggregate contributions can’t exceed the overall
limit of $66,000 or $73,500 if you are 50 or older for
2023 (For 2024, the contribution limit increased to
$69,000 or $76,500 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

Employer Contribution

—

Can be applied as a pretax
contribution.

Can be applied as a Roth
contribution per SECURE
2.0 Act.

Not affected by
contributions to a day-
time job 401(k) plan.



Secure Act 2.0:

New Roth Employer (Nonelective) Contributions

Secure Act 2.0 allows Employer Contributions to be made as Roth contributions.

For a Solo 401k plan that allows for Mega Backdoor Roth contributions, many choose to simply
make Voluntary After-Tax Solo 401k Contributions (Mega Backdoor Roth) and decline to make
Employer Contributions:

<+ Voluntary After-tax Solo 401k Contributions can be made at higher percentage of self-employment
income (100%) compared to Employer (Nonelective) Contributions made as Roth Solo 401k
contributions (20% of self-employment compensation for self-employed business taxed as
partnership).

<+ The deadline to establish a Solo 401k plan in order to make both Employer (Nonelective) and
Voluntary After-Tax Contributions is the same: the plan must simply be established in time to make
contributions by the business tax return deadline including any timely filed extension.

< Voluntary after-tax contributions may be transferred to a Roth IRA whereas Employer Contributions
may not be transferred out of the Solo 401k to a Roth IRA until a “triggering event” has been met
(e.g. the attainment of age 59 %).




Secure Act 2.0:

New Roth Employer (Nonelective) Contributions
FAQs

QUESTION: Do | need to deposit Employer Solo 401k contributions made as Roth Solo 401k

contributions in a separate account?

ANSWER: No. Both Employee and Employer contributions made as Roth Solo 401k contributions
may be deposited into the same bank or brokerage for Roth Solo 401k funds.

QUESTION: What is the contribution limit for Employer Solo 401k contributions made as Roth Solo
401k contributions?

ANSWER: The contribution limit is the same for both Pre-tax and Roth Employer Solo 401k
contributions: i.e. 20% of the self-employment compensation subject to the overall limit.

QUESTION: How do | report Employer Solo 401k contributions made as Roth Solo 401k
contributions on my personal or business tax return?

ANSWER: Per IRS Notice 2024-2, Roth employer contributions are reported as fax-deductibl/e on the
employer’s tax return (i.e. Form 1065) for the year for which the contributions are made and then
reported as faxable to the employee for which the contributions are deposited on a Form 1099-R.




Voluntary After-Tax — How much can | contribute?

» Voluntary After-Tax Contributions (Mega Backdoor Voluntary After-Tax
ROth) = Part of the employee contribution
<+ The lesser of (i) self-employment compensation & (ii) and overall limit category.
the overall limit ($66k for 2023 & $69k for 2024) « Does not include the catch-up
REDUCED by any Employer or Employee contributions amount for those age 50 or
made to the Solo 401k [IGNORE any catch-up older.
contributions made to the Solo 401k]. » Not impacted by day job 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



Contribution Scenarios

‘“Base Scenario” Assumptions

Self-employed business taxed as partnership/multi-
member LLC taxed as a partnership

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 self-employment compensation (i.e. Line
14 of K-1 less one-half of self-employment tax)

Note: Assume all Employer Contributions made as Pre-
tax.




Contribution Scenarios

> “Base Scenario” Contribution Limits

<+ Employee (Pre-tax or Roth): $22,500 for 2023
($23,000 for 2024) [100% of self-employment
compensation up to $22,500 for 2023; $23,000 for
2024]

< Employer Pre-tax Contributions: $20,000 [20% of
self-employment compensation provided total
contributions don’t exceed overall limit]

> Voluntary After-Tax: $23,500 for 2023; $26,000
for 2024 [Lesser of Self-employment
compensation or the overall limit of $66,000 for
2023 ($69,000 for 2024) reduced by any
employee or employer contributions made to the
Solo 401k]

D)

4

L)

L)




Contribution Scenarios

Change “Base Scenario’” Assumptions to $50k

Self-employed business taxed as
partnership/multi-member LLC taxed as a
partnership

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 self-employment compensation (i.e.
Line 14 of K-1 less one-half of self-employment
tax




Contribution Scenarios

> How do Contribution Limits Change?

<+ Employee (Pre-tax or Roth): $22,500 for 2023 ($23,000 for
2024) [100% of self-employment compensation up to $22,500
for 2023; $23,000 for 2024]

< Employer Pre-tax Contributions: $10,000 [20% of self-
employment compensation provided total contributions don’t
exceed overall limit]

< Voluntary After-Tax: $17,500 for 2023; $17,000 for 2024
[Lesser of Self-employment compensation or the overall limit
of $66,000 for 2023 ($69,000 for 2024) reduced by any
employee or employer contributions made to the Solo 401k]




Contribution Scenarios

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

Self-employed business taxed as partnership/multi-
member LLC taxed as a partnership

Under 50 years of Age

Contributes $22,500 for 2023 ($23,000 for 2024) 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 self-employment compensation (i.e. Line
14 of K-1 less one-half of self-employment tax)




Contribution Scenarios

> How do Contribution Limits Change?

<+ Employee (Pre-tax or Roth): $0 [100% of self-employment
compensation up to $22,500 for 2023; $23,000 for 2024)
reduced by any contributions made to another
retirement plan unless 457 governmental plan]

<+ Employer Pre-tax Contributions: $20,000 [20% of self-
employment compensation provided total contributions don’t
exceed overall limit]

< Voluntary After-Tax: $46,000 for 2023; $49,000 for 2024;
[Lesser of Self-employment compensation or the overall limit
of $66,000 for 2023 ($69,000 for 2024) reduced by any
employee or employer contributions made to the Solo 401k]




Contribution Scenarios

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

Self-employed business taxed as
partnership/multi-member LLC taxed as a
partnership

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 self-employment compensation (i.e.
Line 14 of K-1 less one-half of self~-employment
1£:3.9)




Contribution Scenarios

> How do Contribution Limits Change?

<+ Employee (Roth): $22,500 for 2023 ($23,000 for 2024)
[100% of self-employment compensation up to $22,500
for 2023; $23,000 for 2024]

<+ Employer Pre-tax Contributions: $0 [20% of self-
employment compensation provided total contributions
don’t exceed overall limit]

< Voluntary After-Tax: $43,500 for 2023; $46,000 for
2024; [Lesser of Self-employment compensation or the
overall limit of $66,000 for 2023 ($69,000 for 2024)
reduced by any employee or employer contributions
made to the Solo 401K]




Contribution Scenarios

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

Self-employed business taxed as
partnership/multi-member LLC taxed as a
partnership

Two (2) Participants (e.g., spouses or
business partners

Under 50 years of Age 2 (TWO) Partic ipants

Does not make contributions to another
plan

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

100,000 of self-employment compensation
i.e. Line 14 of K-1 less one-half of self-
employment tax) for each person




Contribution Scenarios

> How do Contribution Limits Change? [Limits for each

& &
person] & Q\)
<+ Employee (Pre-tax or Roth): $22,500 for 2023
($23,000 for 2024) [100% of self-employment

compensation up to $22,500 for 2023; $23,000 for
2024] XYZ Trust XYZ Trust  XYZ Trust

(After-Tax)
+ Employer Pre-tax Contributions: $20,000 [20% of i il ot
self-employment compensation provided total
contributions don’t exceed overall limit]

< Voluntary After-Tax: $23,500 for 2023; $26,000 for
2024 [Lesser of Self-employment compensation or
the overall limit of $66,000 for 2023 ($69,000 for
2024) reduced by any employee or employer
contributions made to the Solo 401k]




Contribution
Scenarios

Change “Base Scenario” Assumptions to
Age 50 or older

Self-employed business taxed as a
partnership/multi-member LLC taxed as a
partnership

One Participant

50 or older years of Age REit
Does not make contributions to another one Partlc'pant

plas Solo 401k Plan

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

$100,000 of self-employment compensation
(i.e. Line 14 of K-1 less one-half of self-
employment tax)




Contribution Scenarios

> How do Contribution Limits Change?

<+ Employee (Pre-tax or Roth): $22,500 for 2023 ($23,000 for
2024) [100% of self-employment compensation up to $22,500
plus $7,500 Catch-Up Contribution for 2023; $23,000 plus
$7,500 Catch-Up Contribution for 2024]

<+ Employer Pre-tax Contributions: $20,000 [20% of self-
employment compensation provided total contributions don’t
exceed overall limit]

< Voluntary After-Tax: $23,500 for 2023; $26,000 for 2024
[Lesser of Self-employment compensation or the overall limit
of $66,000 for 2023 ($69,000 for 2024) reduced by any
employee or employer contributions made to the Solo 401k]




Contribution Scenarios

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

Self-employed business taxed as as
partnership/multi-member LLC taxed as a
partnership

Under 50 years of Age

Contributes $22,500 for 2023 ($23,000 for 2024) to
“Day Job” Plan

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

$100,000 of self-employment compensation (i.e. Line
14 of K-1 less one-half of self-employment tax)




Contribution Scenarios

> How do Contribution Limits Change?

<+ Employee (Pre-tax or Roth): $0 [100% of self-employment
compensation up to $22,500 for 2023; $23,000 for 2024)
reduced by any contributions made to another
retirement plan unless 457 governmental plan]

<+ Employer Pre-tax Contributions: $0 [20% of self-employmei
compensation provided total contributions don’t exceed
overall limit]

< Voluntary After-Tax: $66,000 for 2023; $69,000 for 2024;
[Lesser of Self-employment compensation or the overall limit
of $66,000 for 2023 ($69,000 for 2024) reduced by any
employee or employer contributions made to the Solo 401k]




Contribution Scenarios

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

Self-employed business taxed as partnership/multi-
member LLC taxed as a partnership

One Participant

50 or older years of Age

Contributes $30,000 for 2023 ($30,500 for 2024) to
“Day Job” Plan

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

$100,000 of self-employment compensation (i.e. Line
14 of K-1 less one-half of self-employment tax)




Contribution Scenarios

> How do Contribution Limits Change?

<+ Employee (Pre-tax or Roth): $0 [100% of self-employment

compensation up to $22,500 for 2023; $23,000 for 2024) r
reduced by any contributions made to another retirement +
plan unless 457 governmental plan] —
o, 1 1 . 0 D D D
<+ Employer Pre-tax Contributions: $0 [20% of self-employment
compensation provided total contributions don’t exceed OO
overall limit] /
< Voluntary After-Tax: $66,000 for 2023; $69,000 for 2024; ~

[Lesser of Self-employment compensation or the overall limit
of $66,000 for 2023 ($69,000 for 2024) reduced by any
employee or employer contributions made to the Solo 401k]



Contribution Scenarios

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

Self-employed business taxed as
partnership/multi-member LLC taxed
as a partnership

Two (2) Participants (e.g. spouses or
business partners

Under 50 years of Age

Each person contributes $22,500 for 2023
$23,000 for 2024) to “Day Job” Plan

Goal is to Maximize Roth Solo 401k and/or
Voluntary After-Tax Contributions
$100,000 of self-employment compensation

(i.e. Line 14 of K-1 less one-half of self-
employment tax




Contribution Scenarios

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

<+ Employee (Pre-tax or Roth): $0 [100% of self-employment
compensation up to $22,500 for 2023; $23,000 for 2024)
reduced by any contributions made to another
retirement plan unless 457 governmental plan]

<+ Employer Pre-tax Contributions: $0 [20% of self-
employment compensation provided total contributions
don’t exceed overall limit]

< Voluntary After-Tax: $66,000 for 2023; $69,000 for 2024;
[Lesser of Self-employment compensation or the overall
limit of $66,000 for 2023 ($69,000 for 2024) reduced by
any employee or employer contributions made to the Solo
401Kk]




g My Sala 201k Financlal

Hameg .I!lﬂﬂ Income Buslness En I:ityr
| John Smith | 25 $100,000.00 | Partnership

Eamed income is compensation for a self~employed individual who is covered under a qualifed plan. Eamed income is
calculated by subiracting ordinary and necessary frade or business expenses from your tofal self employment income.
‘fou are self employed for this purpose if you are a sole proprietor, an independent contractor, a member of a partnership,

How to Use our or are otherwise in business for yourself.

— MNet Eaming (before qualified plan deduction) F100,000.00
Online Calculator e 2 ¥ et ==
Calculate Medicare & FICA [TWE of 180200) $14,120.55
112 of Self-Employment Tax 57.064.78
Self-Employment Income 8203523
For a Self-employed.buSlness. The macdrmum contribution into an Individual 401k plan is comprised of 2 elements, the profit sharing contribution and the
taxed as partnershlp/multl- 401k} deferral. The maximum allowable contribution calculation simply takes the profit sharing contribution and adds the
member LLC taxed as a mazinunn 401 (k) contribution amouwnt to it and that is the total allowable contribution.
gs;g::gz:h;l:;tseejegzle Mazimum Profit Sharing Contribution $18.587.05
Pro rietol:shi 2 Manirnum 401(k) Defarral $22,500.00
P | 401{k) Catchup $0.00
- - Total Contribution 1.,087.058
Enter the net income from Line il — >
14 f h d l K 1 f h Maximum SIMPLE IRA Contribution F18.205.85
o. s.c eqauie g or eac Maximum SIMPLE IRA Catchup $0.00
partlc"pant Total SIMPLE IRA Contribution $18.206.85
Enter the age of each participant Mesimum SEF Conireuten BT
as of the end of the applicable ] S

year

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

Modify for After-Tax
Contributions —

$18,206.85 518,587.05

Save a PDF Copy

https://www.mysolo401k.net/learn/online-tools/
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How do I make contributions?

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 from external account that doesn’t match name on brokerage
account.

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




When is the deadline to make

contributions?

> The deadline to make ALL types of contributions is the business tax return deadline (for partnership/multi-
member LLC taxed as a partnership, etc.: 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):

contributions: Dua date of employar's
ratum (including extensions).

Employer contribution:
Eithver dollar-for-dollar
matching contributions, up o
3% of employ ea 3
compensation, ¥ or fixed
nonelective mmnbunans of
29 of compeansation.®

TYDG

Plan Last Date for Contribution Maximum Contribution Maximum Deduction When To Set Up Plan
SEP Due date of employear's return Smaller of 355,000 or 2531 25%" of all participants' Any time up to the due date of

(including extansions). of paricipant's COMpensaton.? amployar's returmn (including
compensation.® extensons).

SIMPLE Salary reduction contributions: 30 Employee contribution: Same as maximum Any time batween January 1
IRA days after the end of the month for Salary reduction contribution | contribution. and October 1 of the calendar
and which the contributions are to be made.* | up to $12,500, $15,500 if year.
SIMPLE agea 50 or over.
401 (k) Matehing or nonelective Faor a new aemployear Coming

into axistence after October 1,
as soon as administratively
feasible.

Qualified (
an:

Defirmed
Contribution
Plan

Elective deferral: Due date of
employar's rstum {includin
axtansions)?

ploﬁu r contribution:
Mo rehasa Pansion Plan or
Praofit-Sharing: Due date of amployer's
returm (inclu mg axtensions).

Employee contribution:
Elective deferral up to
£18,500, $24,500 if age 50
OF e,

Employer contribution:
Maonay Purchase Pansion
Flan: Smaller of $55.000 or
100%:" of participant's
compensation

F‘roht Sharin:
855,000 or 1
participant's compgnsanon =

Sma]ler af

25%" of allparnr_:l ants'
oempens.ahon plus
amount of alective
daferrals made.

By the end of the tax year_

chapter 4.

average compansation for
his or her highest 3
conseculive calendar years.

Cualified Contributions ﬁenerally must ba paid in | Amount needed to provide Based on actuarial By the end of the tax year.
Plan: quarterty installments, due 15 days an annual banefit no larger assumplions and

Defined after tha end of each gquarter. Sea than the smaller of $220.000 | computations.

Benefit Plan | Minimum Funding Bequiremrant in or 100% of the participant’s

* Compensation

is generally limited to 5275000 in 2018

2 Under a SIMPLE 401 (k) plan, compensation is generally limited to $275,000 in 2018.
4 Certain plans subject to Department of Labor (DOL) rules may have an earier dua date for salary reduction contributions and elective deferrals, such as 401({k)

! Met samings from seif-employment must take the contribution into account. See Deduction Limit for Seif-Empiloyed Individusals in chapters 2 and 4.




2023 Solo 401(k) Annual
Contribution Deadlines Both
Employee & Employer/Profit
Sharing

©

Entity
Type

Sole
Proprietorship

Partnership
S-Corportation
C-Corportation

LLC taxed as
S-COrp

LLC taxed as
Fartnership

LLC taxed as
Sole
Proprietorship

®

Contribution

Deadline

April 15, 2024

March 15, 2024

March 15, 2024

April 15, 2024

March 15, 2024

March 15, 2024

April 15, 2024

Contribute by
Bus. Ext. Deadline

October 15, 2024

Seplember 16, 2024
September 16, 2024
October 15, 2024

September 16, 2024
september 16, 2024

October 15, 2024

2023
Solo 401k
Contribution
Deadlines




2024 Solo 401(k) Annual
Contribution Deadlines Both
Employee & Employer/Profit
Sharing

©

Entity
Type

Sole
Proprietorship

Partnership
S-Corportation
C-Corportation

LLC taxed as
S-corp

LLC taxed as
Partnership

LLC taxed as
Sole
Proprietorship

Dﬂ

b=

Contribution

Deadline

April 15, 2025

March 17, 2025

March 17, 2025

April 15, 2025

March 17, 2025

March 17, 2025

April 15, 2025

Contribute by
Bus. Ext. Deadline

October 15, 2025

September 15, 2025
September 15, 2025
October 15, 2025

September 15, 2025
September 15, 2025

October 15, 2025

2024
Solo 401k
Contribution
Deadlines




How do | report contributions?

> Employee contributions:

» Pre-tax: Line 16 of Schedule 1 of the 1040 as well as
line 13 of your K-1 (Code R)

» Roth: N/A
» \/oluntary After-Tax Contributions: N/A

> Pre-tax & Roth Employer Contributions:

» Line 16 of Schedule 1 of the 1040 as well as line
13 of your K-1 (Code R)

» Roth Employer Contributions reported as taxable to the
employee for the year of deposit via Form 1099-R

Report Contributions

* Report employee &

employer pretax contributions
on line 16 of Schedule 1, and
on Schedule K-1 line 13 using
Code R.

See page page 15 of
Publication 560 section
"Where to Deduct
Contributions'" for more on
this.

Roth employee contri-butions
DO NOT get reported on a tax
return.

Roth Employer Contributions
are first reported as tax-
deductible contributions for the
year for which the contributions
are made on Line 16 of Schedule
1 of Form 1040 and on Schedule
K-1 Line 13 using Code Rand
then reported as taxable for the
year in which the contributions
are deposited by issuing a Form
1099-R and reporting the
amount on Line 5a and 5b of
Form 1040

Voluntary after-tax
contribution are indirectly
reported on Form 1099-R line
5.



< 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
(i.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.




What is NOT a contribution?

<+ 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 401k)

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

> Repayment of Solo 401k participant loans



Solo 401k Now
Qualifies for $1500

Tax Credit!




> Under the Secure Act, tax credits are
available to small businesses that
offer a 401k plan.

> A solo 401k plan that includes an
automatic participation feature is
eligible for a $1500 tax credit.

v $500 per year for three (3)
consecutive years

Solo 401k Tax v New or Existing Plans

Credit v Not based on actual cost to set up
and maintain the Solo 401k

> While a solo 401k plan is not eligible
for the “startup costs” tax credits
since they are only for businesses
with non-owner employees, an
owner-only business is eligible to
claim the automatic participation
credit.




https://www.mysolo401k.net/ a s G

Sign up for a new plan by 12/31/2024 to claim tax credits starting in 2024.

New Solo

2024

T 401k: Tax

12/31/2024

Credit

2025 2026
$500 $500




https://www.mysolo401k.net/

Convert an existing plan by 12/31/2024 to claim tax credits starting in 2024. E x i st ing
Solo

Convert

401k: Tax
Credit




The Impact of Tax Credits on The Cost of a New Solo 401k Plan

Dollar-For
Dollar Tax
Credit

Yearly Cost
After Tax T 2025 2026

Credit -$375* -$375**

**For the second and third years, the tax credit is GREATER than the cost
to maintain the Solo 401k

Solo 401k
Cost with

Tax
Credit




https://www.mysolo40lk.net/ @ My Bolks #31K Plnanol

Tax Credits are much better because a tax credit is a “dollar-for-dollar”
reduction in the tax liability.

$500 Tax Decution Vs. $500 Tax Credit

Your AGI $45,000 $45,000

Tax
Deduction

Tax Credit vs.

Taxable

$45,000
Income

— Tax Deduction

Calculated
Tax

Tax Credit

Your Tax
Bill




SOlo 40 1 k What are the eligibility requirements to claim
the $500 credit?

[ ]
Tax credlt: A self-employed person must have a Solo 401k

plan like a plan from My Solo 401k Financial with

Eligibility Auto-Contribution feature.




Solo 401k
Tax Credit:

FAQs

What is an Auto-Contribution feature?

A Solo 401k plan with an auto-contribution feature
has a default 3% contribution percentage.

However, you can opt out of the default 3%
contribution amount and then decide to make
contributions in whichever amount you prefer
including simply making no conftributions.

In other words, you are not required to make
annual solo 401k contributions to qualify for the
tax credit.




Solo 401k

Tax Credit:
FAQs

| have an existing Solo 401k plan. Can | add
an auto-contribution feature to my existing
Solo 401k plan and then claim the credit?

An Auto-Contribution may be added to an
existing plan and then the credit may be
claimed.




Solo 401k

Tax Cl'edit: How do I claim the credit?

The credit is claimed by filing Form 8881.

FAQs




Solo 401k

Tax Credit:
Examples

Lindsey is self-employed and has a solo 401k
plan.

If she amends her plan to add an auto-contribution
feature before 12/31/2024 she may claim a $500
tax credit for 2024 and then additional $500 tax
credits for 2025 and 2026 as long as she continues
to maintain the solo 401k plan with the auto-
contribution feature.

Brad is solo attorney with no employees working
for him.

If he signs up for our Solo 401k by 12/31/2024, he
will be able to claim a $500 tax credit for 2024 and
then additional $500 tax credits for 2025 and 2026
as long as he continues to maintain the solo 401k
plan with the auto-contribution feature.




Solo 401K:

L earn More!

Follow the conversation at:

> business@mysolo401k.net https://mysolo401k.net/mycommunity/forums/
> (800) 489-7571

My Community
Connect. Learn. Grow.
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