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Introduction to Business Owners’ Retirement Planning Strategies

Business owners typically need to navigate a complex array of financial
challenges when planning for retirement. This guide provides approaches to
retirement planning for those who manage their own companies.

Our Experience: Over more than two decades, we have advised
numMerous business owners on aligning retirement strategies with
their corporate goals. Our background in business advisory and
retirement planning has allowed us to refine these strategies based
on real-life challenges and client successes. One instance that
stands out is when we worked with a family-run manufacturing
business facing complicated succession issues. We helped the
owners decide on the best retirement strategies and exit options
for their situation. Through careful planning, we achieved a
transition that maintained 95% of the business’'s market value, all
while preserving the legacy of the owners.

The content in this guide was developed using a combination of statistical
analysis from government publications, interviews with seasoned business
owners, and a review of industry data from reputable financial organizations
such as the Internal Revenue Service (IRS) and the U.S. Small Business
Administration (SBA). For further details, refer to the following external
resources: |RS Retirement Plans and U.S. SBA Cuidelines.

Identifying Retirement Problems for Business Owners

Many entrepreneurs are confronted with several challenges that complicate
retirement planning:

Uncertainty regarding the exact amount to save for retirement.

e Difficulty evaluating different plan types and choosing among several
retirement saving options that best suit the business'’s size, growth, and
specific needs.

e Balancing day-to-day business operations with long-term retirement
goals.

e Planning a smooth, logical business exit strategy without disrupting
company operations.
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These obstacles underscore the importance of a thorough approach that
considers current business performance alongside future financial
expectations.

Comprehensive Retirement Solutions for Entrepreneurs

This guide examines every facet of retirement planning for business owners,
including:

e Establishing clear retirement objectives and estimating future
expenses.
Navigating multiple retirement savings plans and their tax implications.
Crafting a balanced asset allocation that mitigates market risks.
Developing an exit plan that ensures continuity through succession
planning.

e |Leveraging expert guidance from financial advisors with extensive
experience.

In addition, the guide addresses small business retirement challenges and
solutions, helping owners choose the right options for their unique needs.

Each section is followed by practical examples, clear metrics, direct quotes
from successful business owners, and verified references to government and
industry sources.

Benefits of Offering a Retirement Plan

Offering a retirement plan is a powerful strategy for small business owners
who want to drive business success and support their employees’ future
financial independence. By implementing retirement plans such as 401(k)
plans, SIMPLE IRAs, or SEP IRAs, business owners can significantly enhance
their overall compensation package, making their small business more
attractive to top talent. These retirement plan options not only help retain
valuable employees but also foster loyalty and job satisfaction, reducing costly
turnover.

Retirement plans provide substantial tax benefits for both the business and
its employees. Employer contributions to retirement plans are often tax
deductible, lowering the business's taxable income and improving cash flow.
Employees benefit from the ability to make pre-tax or Roth contributions,
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depending on the plan, which can help them build long-term retirement
savings more efficiently.

By offering a retirement plan, small business owners demonstrate a
commitment to their employees’ future, supporting their journey toward
financial security and peace of mind. This investment in employee well-being
can translate into higher productivity, stronger morale, and a more positive
workplace culture. With a variety of plan options available—including 401(k)
plans, SIMPLE IRAs, and SEP IRAs—business owners can select the right plan
to fit their business size, goals, and budget, ensuring both immediate and
long-term benefits for their company and their team.

Detailed Case Study: A Local Business Transition

Consider the following detailed case study:

e Background: A family-owned construction company, established over
35 years ago, faced an imminent transition as the founder reached
retirement age.
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e Challenge: The owner was uncertain about the amount required for a
comfortable retirement while concerned about maintaining the
company’s long-term viability.

e Approach: By following a structured plan, we implemented a Solo
401(k) plan combined with a SEP IRA for supplemental contributions. A
Solo 401(k) can also include a spouse as an employed participant,
potentially increasing total contributions for the family. The owner
conducted thorough retirement expense estimations, which revealed
that an annual income of $85,000 would be sufficient. Given the
business's annual growth rate of 4%, adjustments were made to the
savings strategy.

e Outcome: Within three years, the retirement savings increased by 150%
as measured by contributions and investment gains. The business was
successfully transitioned to the next generation, ensuring continuous
operation and preservation of company legacy.

e Testimonial: The owner noted, “The comprehensive plan provided clear
steps and reassured me that both my personal and business futures
were secure.”

This case study, with precise metrics and detailed planning steps, exemplifies
the beneficial outcomes of proper retirement planning for business owners.

Comparing Different Retirement Savings Options

The most common small business retirement plans are defined contribution
plans, such as 401(k)s, SIMPLE IRAs, and SEP IRAs. Choosing the right savings
plan is critical. Below is a comparative outline of common options with clear
details on their features:

Solo 401(k) and Traditional 401(k):

These defined contribution plans offer high contribution limits and allow for
salary deferrals by employees, making them attractive for businesses seeking
flexibility and higher savings potential. However, 401(k) plans require
discrimination testing to ensure contributions do not favor highly
compensated employees, and they typically have higher administrative costs
compared to other options.

SIMPLE IRA (Savings Incentive Match Plan for Employees):
A SIMPLE IRA plan is designed for small businesses and is formally known as

a Savings Incentive Match Plan for Employees (SIMPLE) IRA. Employer
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contributions must be made at the same percentage for all eligible
employees, ensuring uniformity. SIMPLE IRAs do not require discrimination
testing or filing Form 5500, and generally have lower administrative costs
than 401(k) plans.

SEP IRA (Simplified Employee Pension):

A SEP IRA is a type of Simplified Employee Pension, ideal for the self-
employed individual or small business owner. Only eligible employees can
participate, and the plan is easy to set up and maintain. Like SIMPLE IRAs,
SEP IRAs do not require discrimination testing and have lower administrative
costs than 401(k) plans.

Administrative and Recordkeeping Services:

Administrative and recordkeeping services for these plans are often provided
by third-party companies. These providers handle plan administration and
recordkeeping services but do not offer investment, tax, or legal advice.

When comparing small business retirement plans, consider that SIMPLE IRAs
and SEP IRAs generally have lower administrative costs and fewer compliance
requirements than 401(k) plans. Choosing among small business retirement
plans depends on your business size, the number of eligible employees, and
the desired plan features.

Traditional and Roth IRA Options

e Traditional IRA:
A Traditional IRA is a type of retirement account that offers tax-deferred
contributions. Withdrawals are taxed upon retirement. Annual
contribution limits apply with certain income thresholds.

e Roth IRA:
A Roth IRA is another type of retirement account where contributions
are made with after-tax dollars. Withdrawals in retirement are tax-free.

SEP IRA and SIMPLE IRA for Entrepreneurs

e SEP IRA:
o Suited for self-employed individuals and small business owners
o Allows higher contribution limits compared to personal IRAs
o Simplified administrative process
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e SIMPLE IRA:
o Provides an easy method for businesses to contribute to
employee retirement
o Features lower setup and operational burdens

Solo 401(k) versus Traditional 401(k) Plans

e Solo 401(k):
o Tailored for owner-operated businesses without full-time
employees
o Permits contributions from both employee and employer
perspectives
o Higher overall contribution limits, subject to annual IRS limits
e Traditional 401(k):
o Available to businesses with diverse teams
o Provides multiple avenues for contributions
o Often includes employer matching benefits

To ensure these decisions align with long-term objectives, always review the
current IRS annual guidelines and consult with a licensed financial planner.

Contribution Limits and Rules

Understanding the contribution limits and rules for retirement plans is crucial
for small business owners to maximize the benefits of their chosen plan and
remain compliant with IRS regulations. Each retirement plan type—401(k),
SIMPLE IRA, and SEP IRA—has specific annual contribution limits and
requirements that impact both employer and employee contributions.

For 401(k) plans in 2025, employees can defer up to $23,500 of their salary,
with an additional $7,500 catch-up contribution allowed for those age 50 or
older. The total contributions, including employer matching or profit-sharing,
cannot exceed $70,000 plus catch-up contributions. This high contribution
limit makes 401(k) plans an attractive option for small businesses seeking to
offer robust retirement savings opportunities.

SIMPLE IRAs are designed for small businesses with fewer employees and
feature straightforward rules. In 2025, employees can contribute up to
$16,500, with a $3,500 catch-up for those 50 and older. Employers are required
to make either matching contributions up to 3% of an employee’s
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compensation or a fixed 2% contribution for each eligible employee,
regardless of whether the employee contributes.

SEP IRAs offer flexibility for self employed individuals and small business
owners, allowing annual contributions up to the lesser of 25% of
compensation or $70,000 in 2025. Only employer contributions are permitted,
and these are discretionary each year, providing flexibility based on business
cash flow. Employer contributions to SEP IRAs are tax deductible, offering a
valuable tax benefit to the business.

It's important for business owners to work with financial advisors to
determine the right plan and contribution strategy for their specific situation.
Staying informed about annual contribution limits and plan rules ensures
that both the business and its employees can fully benefit from their
retirement plan, supporting long-term savings goals and enhancing the
overall benefits package.

Diversification and Allocation of Retirement Assets

A diverse investment approach assists in protecting accumulated retirement
funds from sudden market changes. Key points include:

e Allocating funds across stocks, bonds, mutual funds, and exchange
traded funds (ETFs) to lower overall risk.

e Scheduling periodic reviews to adjust asset mixes as retirement
approaches.

e Considering external economic forces, such as inflation and market
fluctuations, to maintain balance.

e Utilizing professionally managed funds that track economic
performance indicators.

e Remembering that all investing involves risk, including the potential
loss of the money you invest.

Properly allocating investments according to personal risk tolerance and age
can help smooth out economic fluctuations and sustain asset growth over
time. Individuals should carefully consider their risk tolerance before they
invest, as investing always carries some risk.

Page | 7 Duffy Kruspodin, LLP - CPA’s and Advisors



Duffy Kruspodin, LLP

Certified Public Accountants & Advisors

Developing a Business Exit Strategy with Succession Planning

A structured exit plan is essential for ensuring a smooth transition and
financial stability upon retirement. The process includes:

e Assessing the current market value of your business using professional
valuation services.

e |dentifying potential successors, whether family members, employees,
or external buyers.

e Negotiating the terms of transfer with considerations for applicable tax
impacts and profit maximization.

e Documenting the succession process clearly to ensure it meets legal
and financial standards.

A featured case is the transition managed by a local business owner who
successfully transferred a high-performing software company to a trusted
partner, resulting in a 30% increase in the final sale price compared to initial
estimates.

Working with Expert Financial Advisors
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Financial advisors can provide insights beyond standard planning by offering:

e Tailored recommendations that integrate personal retirement
objectives with business profitability.

e Guidance on tax minimization, asset distribution, and estate
consolidation.

e A clear explanation of compensation structures (fee-only versus
commission-based) to align with your financial priorities.

e Updated information on regulatory changes that impact retirement
saving plans.

However, financial advisors do not provide legal or tax advice. Business
owners should seek tax advice and legal counsel from qualified professionals
such as CPAs or attorneys. Some third-party providers only provide
administrative and recordkeeping services and do not provide tax or legal
services.

When selecting an advisor, review their professional background and seek
client testimonials. For verification, visit an advisor’s professional profile on an
accredited financial services website.

Additional Retirement Consideration Areas

Business owners should address multiple dimensions of retirement planning
beyond the basics. The following sections provide detailed analysis and
guidance:

Managing Future Healthcare Expenses
Anticipate potential increases in healthcare costs. Consider:

e Contributing to Health Savings Accounts (HSAs) to counterbalance
rising expenses.

e Preparing a detailed forecast that includes costs for routine care,
medications, and emergency services.

e Utilizing government resources and clinical studies from reputable
sources such as the Centers for Disease Control and Prevention (CDC)
and the National Institutes of Health (NIH).
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Planning for Extended Long-Term Care
Include calculations for potential long-term care:

e Explore insurance products and dedicated savings plans.
Develop contingency budgets to handle prolonged healthcare needs.
e Study publications from trusted organizations such as the American
Association for Long-Term Care Insurance (AALTCI).

Legal Considerations and Estate Arrangement

A robust estate plan preserves your assets and upholds your final wishes.
Instructions involve:

e Working with legal professionals to draft wills, trusts, and power-of-
attorney arrangements.

e Coordinating with financial advisors to integrate estate taxes and plan
for asset transfers.

e Regularly revisiting estate documents to adapt to changes in family or
financial status.

Responding to Economic Shifts
Economic unpredictability can affect retirement savings. Therefore:

e Monitor inflation trends and market performance using data from the
Federal Reserve.

e Adjust asset mix based on economic forecasts published by reputable
financial institutions.

e Keep abreast of global economic events that might have ripple effects
on domestic investments.

Frequently Asked Questions on Retirement Strategies for Business
Owners

How Can | Estimate the Savings Required for My Retirement?
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Determining the correct amount involves an assessment of expected lifestyle
expenditures, such as housing, healthcare, and travel. Utilize tools such as
retirement calculators provided by trusted financial websites and
complement this with a consultation from a licensed advisor.

What Retirement Savings Plan is Most Suitable for My Business?

Decision-making should account for the number of employees, business
revenue, and personal risk tolerance. Compare IRAs, SEP IRAs, SIMPLE IRAs,
Solo 401(k)s, and Traditional 401(k)s by reviewing the annual contribution
limits, tax benefits, and eligibility criteria on official IRS and SBA sites.

How Do | Construct a Balanced Investment Portfolio?

A balanced portfolio spreads investments across multiple asset categories.
Financial advisors recommend regularly assessing:

The proportion of funds in stocks versus bonds.

Diversification across domestic and internationally managed funds.
e Periodic rebalancing to reflect evolving financial goals and market

conditions.

What Steps Should | Take to Formulate an Effective Succession
Plan?

Start by determining the value of your business, then proceed to:

Identify potential successors early in the process.

e Develop a phased transition plan that includes legal, operational, and
financial documentation.

e Consult with experts to ensure that tax liabilities are minimized and
that your business’s continuity is preserved.

How Can Tax Implications Affect My Retirement Strategy?

Tax treatment varies significantly among different retirement saving
accounts and asset types. Assess:

e The effects of tax-deferred versus tax-free withdrawals.
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e Opportunities for Roth conversions under certain circumstances.
e The timing of contributions and distributions, backed by
documentation from IRS guidelines.

Disclaimer: The provided information is intended as general
guidance and should not replace personalized advice from a
professional financial advisor. Always consult with gqualified experts
before implementing any retirement or business exit strategies.

0&A: Common Concerns from Business Owners

Q: What defines a successful retirement planning strategy for a business
owner?

A: It combines precise savings targets, diversified asset distribution, and a
clear succession plan that ensures business continuity. It also includes regular
consultations with experienced professionals and updates based on current
economic conditions.

Q: Can | manage retirement planning while actively leading my company?
A: Yes. Many business owners successfully merge operational management
with long-term planning by delegating certain tasks to trusted advisors and
managing their portfolios with periodic reviews. Regular strategic sessions
help align business performance with personal financial goals.

Q: How often should | review and update my retirement plan?

A: Annual reviews are recommended or more frequently if there are major
shifts in market conditions, business performance, or personal circumstances.
Staying informed through reliable financial news sources and consulting with
advisors is crucial.

Q: What additional resources are available for further guidance?

A: Free online resources such as retirement calculators, comprehensive
guides on IRS websites, and webinars hosted by financial institutions can
provide further clarity.

Conclusion: Securing a Future for You and Your Business

Establishing a thorough plan for retirement is essential for business owners

who require balanced solutions addressing both corporate and personal
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financial aspects. By setting explicit retirement goals, selecting appropriate
saving plans, diversifying investments, and arranging a thoughtful succession
process, you can secure a stable future. Establishing connections with
seasoned financial advisors and legal experts further ensures that your
strategy is both current and adaptable.
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