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WORKING FOR YOURSELF CAN HAVE ITS ADVANTAGES. You decide when and how 
hard to work, and you get the business profits. And even though you don’t have access 
to an employer’s retirement plan, you have more control over what type of plan you  
can benefit from. This often means you can enhance your retirement savings and pay 
less tax.

Many small business owners, and in particular those without any employees, are 
unfamiliar with what their retirement plan options may be. And even those who are 
contributing to the most common plans for these types of small businesses — SEPs, 
SIMPLEs, Traditional IRAs — do not realize that there is another choice available: 
the ‘Solo K.’ 

Solo K is the name often used to refer to a 401(k) plan with one participant, usually the 
business owner. In most cases, it allows the business owner to save more for retirement 
than those other more common plans and to pay less tax.

For those under age 50, the maximum amount that can be contributed to a traditional 
IRA is $6,000 for 2021. If a SIMPLE IRA plan is in place, the maximum is $22,200. And  
if either a SEP or Solo K is used, the maximum is $58,000. But for the business owner 
with income of less than $290,000, the Solo K will allow for higher contributions than 
the SEP. 

Here’s an example for a one-person business with an owner under age 50 and $100,000 
income for the year:

• If the owner has a traditional IRA, he or she may contribute up to $6,000. And this 
contribution may or may not be tax deductible.

• If the business has a SIMPLE in place, the owner may contribute up to $16,500. This 
would be tax deductible.
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• If the business has a SEP in place, the owner may contribute up to about $20,000. This
would be tax deductible.

• But if there’s a Solo K, the owner can put away about $39,500 and deduct that from
taxable income.

Given these various plan options, the myriad rules governing them, and the variety of 
individual circumstances among business owners, it’s critical that the financial advisor 
conduct a thorough analysis to determine what makes the most sense for the client and 
then clearly explain how the recommended plan works and why it’s optimal.
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Steven Rinn is a principal and senior financial advisor in the HBKS office 
in Erie, Pa. His expertise extends to comprehensive financial planning, 
retirement planning, insurance and asset management. He can be reached 
at (814) 836-5776, or by email at srinn@hbkswealth.com.

IMPORTANT DISCLOSURES
The information included in this document is for general, informational purposes only. It does not contain any investment advice and does not address any individual facts and 
circumstances. As such, it cannot be relied on as providing any investment advice. If you would like investment advice regarding your specific facts and circumstances, please 
contact a qualified financial advisor.

Any investment involves some degree of risk, and different types of investments involve varying degrees of risk, including loss of principal. It should not be assumed that future 
performance of any specific investment, strategy or allocation (including those recommended by HBKS® Wealth Advisors) will be profitable or equal the corresponding indicated or 
intended results or performance level(s). Past performance of any security, indices, strategy or allocation may not be indicative of future results.

The historical and current information as to rules, laws, guidelines or benefits contained in this document is a summary of information obtained from or prepared by other sources. It 
has not been independently verified, but was obtained from sources believed to be reliable. HBKS® Wealth Advisors does not guarantee the accuracy of this information and does not 
assume liability for any errors in information obtained from or prepared by these other sources.

HBKS® Wealth Advisors is not a legal or accounting firm, and does not render legal, accounting or tax advice. You should contact an attorney or CPA if you wish to receive legal, 
accounting or tax advice.


