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In high school and college I worked in the accounting department 

Leasing Inc, filling in for regular staff during vacations and when they were working on the annual audit.  
I have a BS in Psychology and an MBA from University of Illinois. I started my professional career with EF 
Hutton as a stockbroker. I also have worked customer service for a bank and collection agency. In 
Colorado I have worked as a mortgage broker and then a processor. Just prior to entering the tax field I 
was a fund accountant for Oppenheimer Funds. In the last 10 y
basic, intermediate and advanced tax preparation classes.

I have been preparing taxes professionally since 1993 and received my Enrolled Agent designation in 
1996. Since preparing taxes involves some knowledge of a
background serves me well.  I prepare individual taxes for US residents and non
business forms, trusts, estates and non profits. I am now with BF Borgers CPA PC

 
 

Learning Objectives: 
1. Understand the types of retirement accounts that taxpayers can set up for themselves, and the basic 
rules governing these accounts 

2. Understand the types of retirement accounts that can be set up by businesses with less than 100 
employees and the basic rules governing these accounts

3. Understand strategies for accessing retirement funds that do not involve actually retiring and how 
to structure early distributions to minimize or eliminate penalties
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In high school and college I worked in the accounting department of the family business, KAL Auto 
Leasing Inc, filling in for regular staff during vacations and when they were working on the annual audit.  
I have a BS in Psychology and an MBA from University of Illinois. I started my professional career with EF 

s a stockbroker. I also have worked customer service for a bank and collection agency. In 
Colorado I have worked as a mortgage broker and then a processor. Just prior to entering the tax field I 
was a fund accountant for Oppenheimer Funds. In the last 10 years that I worked for H&R Block I taught 
basic, intermediate and advanced tax preparation classes. 

I have been preparing taxes professionally since 1993 and received my Enrolled Agent designation in 
1996. Since preparing taxes involves some knowledge of a broad range of industries my varied 
background serves me well.  I prepare individual taxes for US residents and non-residents as well as all 
business forms, trusts, estates and non profits. I am now with BF Borgers CPA PC 
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1) Beth Hancock, EA introduction 12:15p-12:20PM 
2) Overview of Retirement Accounts: 12:20pm-12:30pm 

a) Individual Retirement Arrangements: Overview with discussion of contribution and distribution 
rules and comparison of plans.    
i) Traditional: Who can contribute, what can your IRA own, what is the one investment that 

you really don’t want in the IRA  
ii) Roth : How does this differ from the traditional IRA?  
iii) Inherited IRAs 
iv) Backdoor Roth: When it is possible to get around income limits 

b) Qualified Plans geared toward small businesses: Overview with a discussion of types, who 
adopts and contributes, interaction with other plans, timing of set up and contribution 
deadlines.  
i) Simplified Employee Pension (SEP) 
ii) Simplified Employee Match Plan (SIMPLE) 

(1) IRA 
(2)  401(k) 

iii)  Solo 401(k): the most overlooked plan 

____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________ 
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3) Non-retirement uses for retirement accounts (emergency savings, saving for large purchases, 

college funding, borrowing rules)12:30pm-12:45pm 
 

____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________ 
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4) Early Distributions: minimizing or eliminating taxes and penalties,  why your consult your CFP and 

tax professional before accessing money.12:45pm-1:10PM 

____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________
_____________________________________ 
5) Questions and Answers: 1:10-1:15pm 

 



IRA Handout 

 
 

 ROTH VS TRADITIONAL 
IRA COMPARISON CHART 

Roth IRA Traditional IRA 

Contribution Limit $5,500 $5,500 

 IRA Contribution Limit if 50 or 
over 

$6,500 $6,500 

Income Limits (for single filers) Phase-out starts at $117,000; 
ineligible at $132,000 

NONE 

 Income Limits (for married filers) Phase-out starts at $184,000; 
ineligible at $194,000 

NONE 

Do I get a deduction? NO If you have a plan at work see 
table 1-2 below. If your spouse has 
a plan at work see table 1-3 below 

 When can I withdraw my 
contributions without penalty? 

 Any time Before the due date of the return 
for the year of contribution 

Can I borrow from the plan? No, but you if you replace the 
money within 60 days it does not 
count as a distribution. 

No, but you if replace the money 
within 60 days it does not count as 
a distribution. 

Are withdrawals taxable? Never if you withdraw after 59 ½ 
and the withdrawal is at least 5 
years after the first contribution. 

Fully taxable if you had been able 
to deduct contributions. 
Partially taxable if you had a non-
deductible contribution and have 
tracked these with the form 8606. 
 
 

What records do I keep until 3 
years after the account is drained? 

Form 5498 Form 5498, Form 8606 if  non-
deductible contributions 

What do I keep for 3 years after 
the contribution or conversion 
year? 

Monthly statements showing 
contributions and distributions 

Monthly statements showing 
contributions and distributions 

The following pages are from Publications 590-A and 590-B 
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What if You Inherit an IRA? If you inherit a traditional IRA, you are called a beneficiary. A beneficiary 

can be any person or entity the owner chooses to receive the benefits of the IRA after he or she dies. 
Beneficiaries of a traditional IRA must include in their gross income any taxable distributions they 
receive. 

Inherited from Spouse If you inherit a traditional IRA from your spouse, you generally have the 
following three choices. You can: 1. Treat it as your own IRA by designating yourself as the account 
owner. 2. Treat it as your own by rolling it over into your IRA, or to the extent it is taxable, into a: a. 
Qualified employer plan, b. Qualified employee annuity plan (section 403(a) plan), c. Tax-sheltered 
annuity plan (section 403(b) plan), d. Deferred compensation plan of a state or local government 
(section 457 plan), or 3. Treat yourself as the beneficiary rather than treating the IRA as your own. 
Treating it as your own. You will be considered to have chosen to treat the IRA as your own if: 
Contributions (including rollover contributions) are made to the inherited IRA, or You do not take the 
required minimum distribution for a year as a beneficiary of the IRA. You will only be considered to have 
chosen to treat the IRA as your own if: You are the sole beneficiary of the IRA, and You have an 
unlimited right to withdraw amounts from it. However, if you receive a distribution from your deceased 
spouse's IRA, you can roll that distribution over into your own IRA within the 60-day time limit, as long 
as the distribution is not a required distribution, even if you are not the sole beneficiary of your 
deceased spouse's IRA. For more information, see When Must You Withdraw Assets? (Required 
Minimum Distributions) in Pub. 590-B for more information on required minimum distributions.  

Inherited from Someone Other Than Spouse If you inherit a traditional IRA from anyone other than 
your deceased spouse, you cannot treat the inherited IRA as your own. This means that you cannot 
make any contributions to the IRA. It also means you cannot roll over any amounts into or out of the 
inherited IRA. However, you can make a trustee-to-trustee transfer as long as the IRA into which 
amounts are being moved is set up and maintained in the name of the deceased IRA owner for the 
benefit of you as beneficiary. See Pub. 590-B for more information. Like the original owner, you 
generally will not owe tax on the assets in the IRA until you receive distributions from it. You must begin 
receiving distributions from the IRA under the rules for distributions that apply to beneficiaries. 



 

bhancock
Typewriter
From IRS Publication 560
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One-Participant 401(k) Plans 

A one-participant 401(k) plan is sometimes called a: 

 Solo 401(k) 

 Solo-k  

 Uni-k 

 One-participant k 

The one-participant 401(k) plan isn't a new type of 401(k) plan. It's a traditional 401(k) plan covering a business owner with no 
employees, or that person and his or her spouse. These plans have the same rules and requirements as any other 401(k) plan. 

Contribution limits in a one-participant 401(k) plan 
The business owner wears two hats in a 401(k) plan: employee and employer. Contributions can be made to the plan in both 
capacities. The owner can contribute both: 

 Elective deferrals up to 100% of compensation (“earned income” in the case of a self-employed individual) up to the annual contribution 
limit: 
o $18,000 in 2016 and 2017, or $24,000 in 2016 and 2017 if age 50 or over; plus 

 Employer nonelective contributions up to: 
o 25% of compensation as defined by the plan, or 

o for self-employed individuals, see discussion below 

If you’ve exceeded the limit for elective deferrals in your 401(k) plan, find out how to correct this mistake. 
Total contributions to a participant’s account, not counting catch-up contributions for those age 50 and over, cannot exceed $54,000 
(for 2017; $53,000 for 2016) 
Example: Ben, age 51, earned $50,000 in W-2 wages from his S Corporation in 2016. He deferred $18,000 in regular elective 
deferrals plus $6,000 in catch-up contributions to the 401(k) plan. His business contributed 25% of his compensation to the plan, 
$12,500. Total contributions to the plan for 2016 were $36,500. This is the maximum that can be contributed to the plan for Ben for 
2016. 

A business owner who is also employed by a second company and participating in its 401(k) plan should bear in mind that his limits 
on elective deferrals are by person, not by plan. He must consider the limit for all elective deferrals he makes during a year. 

Contribution limits for self-employed individuals 
You must make a special computation to figure the maximum amount of elective deferrals and nonelective contributions you can 
make for yourself. When figuring the contribution, compensation is your “earned income,” which is defined as net earnings from self-
employment after deducting both: 

 one-half of your self-employment tax, and 

 contributions for yourself. 

Use the rate table or worksheets in Chapter 5 of IRS Publication 560, “Retirement Plans for Small Business,” for figuring your 
allowable contribution rate and tax deduction for your 401(k) plan contributions. See also Calculating Your Own Retirement Plan 
Contribution. 

Testing in a one-participant 401(k) plan 
A business owner with no common-law employees doesn't need to perform nondiscrimination testing for the plan, since there are no 
employees who could have received disparate benefits. 

The no-testing advantage vanishes if the employer hires employees. No matter what the 401(k) plan is called by a plan provider, it 
must meet the rules of the Internal Revenue Code. If you hire employees and they meet the plan eligibility requirements, you must 
include them in the plan and their elective deferrals will be subject to nondiscrimination testing (unless the 401(k) plan is a safe 
harbor plan or other plan exempt from testing). 

If you excluded eligible employees from your 401(k) plan, find out how to correct this mistake. 

A one-participant 401(k) plan is generally required to file an annual report on Form 5500-SF if it has $250,000 or more in assets at 
the end of the year. A one-participant plan with fewer assets may be exempt from the annual filing requirement. 

 



Exceptions to Early Withdrawal Penalties 

EXCEPTION WHAT TYPE OF PLAN 

Total and Permanent disability All employer plans and IRA plans 
Death All employer plans and IRA plans 

IRS levy (even if you ask for it) All employer plans and IRA plans 
Substantially equal periodic payments All employer plans and IRA plans 

Unreimbursed medical expenses exceeding 
10% of AGI * 

All employer plans and IRA plans 

Qualified Reservists serving over 180 days All employer plans and IRA plans 

Health Insurance premiums for 
unemployed individuals* 

IRA plans only 

Qualified Higher Education Expenses * IRA plans only 
Up to $10,000 for first home purchase IRA plans only 

Qualified Domestic Relations Order Employer plans only 
Separation of Service after age 55 (50 if a 
public safety employee) 

Employer plans only 

 
Withdrawals that are not distributions 

1. Loans from employer plans, provided that there is a written plan to pay 
back loan within 5 years and it is paid in full prior to leaving the 
company 

2. Rollovers, if the entire distribution is replaced within 60 days 
 
*Please note that money is fungible. The withdrawals don’t need to be made 

for these purposes. They only need to be made within the same tax year  
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Feature 401(k) Solo 401(k) 
Safe Harbor 

401(k) 
SIMPLE 401(k) Profit Sharing SEP IRA SIMPLE IRA 

Basic plan type Defined 
Contribution  

Defined 
Contribution  

Defined 
Contribution 

Defined 
Contribution 

Defined 
Contribution 

IRA based IRA based 

Who generally 

adopts 

Corporations, 

partnerships, 
limited liability 
companies  

Sole 

proprietorships, 
partnerships, 
limited liability 
companies and 
corporations with 
no common-law 
employees 

Sole 

proprietorships, 
partnerships, 
limited liability 
companies and 
corporations 

Sole 

proprietorships, 
partnerships, 
limited liability 
companies and 
corporations with 
100 or fewer 
eligible employees 

Sole 

proprietorships, 
partnerships, 
limited liability 
companies and 
corporations  

Sole 

proprietorships, 
partnerships, and 
small businesses 

Sole 

proprietorships, 
partnerships, 
limited liability 
companies and 
corporations with 
100 or fewer 
employees 

Can employer 
sponsor other 
qualified 
retirement plans 

Yes Yes Yes No Yes Yes No 
 

Who can 
contribute 

Employee; 
employer 
contributions are 
optional 

Employee; 
employer 
contributions are 
optional 

Employee and 
employer 

Employee and 
employer 

Employer Employer Employee and 
employer 

Cost index Low to High 
depending upon 
design complexity, 
service model 
adopted and other 
factors 

Low to Medium Low to Medium Low to Medium Low to High 
depending upon 
design complexity, 
service model 
adopted and other 
factors 

Low Low 

Maximum 
employee deferral 
contribution 

The lesser of 
$18,000 for 2017 
(indexed for 
inflation each 
year) or 100% of 
compensation 

The lesser of 
$18,000 for 2017 
(indexed for 
inflation each year) 
or 100% of 
compensation 

The lesser of 
$18,000 for 2017 
(indexed for 
inflation each 
year) or 100% of 
compensation 

The lesser of 
$12,500 for 2017 
(indexed for 
inflation each 
year) or 100% of 
compensation 

None None. 
Contributions are 
generally by 
Employer only 

The lesser of 
$12,500 for 2017 
(indexed for 
inflation each 
year) or 100% of 
compensation 

http://creativecommons.org/licenses/by-nd/4.0/
http://creativecommons.org/licenses/by-nd/4.0/
http://www.401khelpcenter.com/
http://www.cdcixisadvisors.com/broker/retire_planning/401_k.asp
http://www.cdcixisadvisors.com/broker/retire_planning/sep_ira.asp
http://www.cdcixisadvisors.com/broker/retire_planning/emp_simple_ira.asp
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Feature 401(k) Solo 401(k) 
Safe Harbor 

401(k) 
SIMPLE 401(k) Profit Sharing SEP IRA SIMPLE IRA 

Employer 
contributions 

Discretionary; 
maximum tax-
deductible 
employer 
contribution is 
25% of eligible 
payroll; overall 
maximum 
contribution per 
eligible employee 
is 100% of 
compensation not 
to exceed $54,000 

Discretionary; 
maximum tax-
deductible 
employer 
contribution is 25% 
of eligible payroll; 
overall maximum 
contribution per 
eligible employee is 
100% of 
compensation not 
to exceed $54,000 

Required match of 
100% on the first 
3% of employee 
deferral plus 50% 
on the next 2% of 
employee deferral 
 
OR 
 
3% of 
compensation to 
all eligible 
employees 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Required match of 
100% up to 3% of 
employee's 
compensation 
 
OR 
 
2% of 
compensation to 
all eligible 
employees 

Discretionary; 
maximum tax-
deductible 
employer 
contribution is 
25% of eligible 
payroll; overall 
maximum 
contribution per 
eligible employee 
is 100% of 
compensation not 
to exceed $54,000 

Discretionary; 
cannot exceed the 
lesser of 25% of 
the employee’s 
compensation or 
$54,000 

Required match of 
100% up to 3% of 
employee's 
compensation 
(may be reduced 
to 1% in 2 of any 
5 years)  

OR 

2% of 
compensation to 
all eligible 
employees  

http://creativecommons.org/licenses/by-nd/4.0/
http://creativecommons.org/licenses/by-nd/4.0/
http://www.401khelpcenter.com/
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Feature 401(k) Solo 401(k) 
Safe Harbor 

401(k) 
SIMPLE 401(k) Profit Sharing SEP IRA SIMPLE IRA 

Catch-up 
contributions for 
those ages 50 and 
older 

$6,000 for 2017 
(indexed for 
inflation each 
year)1 

$6,000 for 2017 
(indexed for 
inflation each 
year)1 

$6,000 for 2017 
(indexed for 
inflation each 
year)1 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

$3,000 for 2017 
(indexed for 
inflation each 
year)1 

N/A N/A $3,000 for 2017 
(indexed for 
inflation each 
year) 

http://creativecommons.org/licenses/by-nd/4.0/
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Feature 401(k) Solo 401(k) 
Safe Harbor 

401(k) 
SIMPLE 401(k) Profit Sharing SEP IRA SIMPLE IRA 

Employee eligibility Age requirement 
cannot exceed 21; 
service 
requirement can’t 
exceed one year; 
may exclude union 
employees 

Age requirements 
cannot exceed 21; 
service 
requirements can’t 
exceed one year 

Age requirement 
cannot exceed 21; 
service 
requirement can’t 
exceed one year; 
may exclude union 
employees   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Age requirement 
cannot exceed 21; 
service 
requirement can’t 
exceed one year; 
may exclude union 
employees   

Age requirement 
cannot exceed 21; 
service 
requirement can’t 
exceed one year; 
two years if 100% 
vested; may 
exclude union 
employees   

Age requirement 
cannot exceed 21; 
have earned 
compensation in 
three of the past 
five years; 
received 
compensation of at 
least $600; may 
exclude union 
employees   

All employees 
earning $5,000 for 
any past two years 
and is expected to 
do so in current 
year; no age limit 
permitted; may 
exclude union 
employees 

Who directs 
investments 
 

Employer/Trustee 
or plan may 
allow individual 
direction 

Individual Employer/Trustee 
or plan may 
allow individual 
direction 
 
 
 
 
 
 

Individual Employer/Trustee 
or plan may 
allow individual 
direction 

Individual Individual 

IRS reporting by 
employer  

Form 5500  Form 5500-EZ 
when plan assets 
reach $250,000  

Form 5500 Form 5500 Form 5500  None None 

http://creativecommons.org/licenses/by-nd/4.0/
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Feature 401(k) Solo 401(k) 
Safe Harbor 

401(k) 
SIMPLE 401(k) Profit Sharing SEP IRA SIMPLE IRA 

Establishment 
deadline  

By the last day of 
the plan year for 
which the plan is 
effective  

By the last day of 
the plan year for 
which the plan is 
effective  

Any date between 
January 1 and 
October 1; may 
not have an 
effective date that 
is before the date 
plan actually 
adopted 

Any date between 
January 1 and 
October 1;  
as soon as 
administratively 
feasible for 
businesses 
established 
after October 1st 

By the last day of 
the plan year for 
which the plan is 
effective 

Established by the 
time the corporate 
tax return (with 
extensions) is filed 
for the tax year in 
which the 
deduction is being 
taken 
 

Any date between 
January 1 and 
October 1;  
as soon as 
administratively 
feasible for 
businesses 
established 
after October 1st 

Complexity Index High Medium High Medium Medium Low Low 

Loans Yes1 Yes1 Yes1 Yes1 Yes1 No No 

Roth Contributions 
Allowed 

Yes1 Yes1 Yes1 Yes1 No No No 

http://creativecommons.org/licenses/by-nd/4.0/
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Feature 401(k) Solo 401(k) 
Safe Harbor 

401(k) 
SIMPLE 401(k) Profit Sharing SEP IRA SIMPLE IRA 

Funding deadline Employee 
contributions must 
be deposited as 
soon as 
administratively 
possible2; 
employer 
contributions must 
be deposited by 
the time the 
corporate tax 
return (with 
extensions) is filed 
for the tax year in 
which the 
deduction is being 
taken 

Unincorporated 
businesses --  
employer/employee 
contributions: by 
the time the 
corporate tax 
return (with 
extensions) is filed 
for the tax year in 
which the 
deduction is being 
taken; incorporated 
businesses --  
Employer 
contributions: by 
tax-filing date plus 
extensions and 
employee 
contributions must 
be deposited as 
soon as 
administratively 
possible. 

Employee 
contributions must 
be deposited as 
soon as 
administratively 
possible2; 
employer 
contributions must 
be deposited by 
the time the 
corporate tax 
return (with 
extensions) is filed 
for the tax year in 
which the 
deduction is being 
taken 

Employee 
contributions must 
be deposited as 
soon as 
administratively 
possible2; 
employer 
contributions must 
be deposited by 
the time the 
corporate tax 
return (with 
extensions) is filed 
for the tax year in 
which the 
deduction is being 
taken 

Contributions must 
be deposited by 
the time the 
corporate tax 
return (with 
extensions) is filed 
for the tax year in 
which the 
deduction is being 
taken 

Funded by the 
time the corporate 
tax return (with 
extensions) is filed 
for the tax year in 
which the 
deduction is being 
taken 

Employee 
contributions must 
be deposited as 
soon as 
administratively 
possible; employer 
contributions must 
be deposited by 
the time the 
corporate tax 
return (with 
extensions) is filed 
for the tax year in 
which the 
deduction is being 
taken 

Minimum vesting Immediate on 
Employee 
Contributions; 
Employer 
contributions can 
be subject to 
vesting schedule 
 

Immediate Immediate Immediate Employer 
contributions can 
be subject to 
vesting schedule 

Immediate Immediate 
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(Revised January 10, 2017 - www.401khelpcenter.com) 
This chart is provided as general guidance on the subject covered and is 

not intend to be authoritative or to provided legal, tax, or investment advice. 
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Feature 401(k) Solo 401(k) 
Safe Harbor 

401(k) 
SIMPLE 401(k) Profit Sharing SEP IRA SIMPLE IRA 

When can 
withdrawals be 
taken 

Withdrawals can 
generally be made 
for the following 
reasons:  
 

 termination of 
employment  

 disability 

 death 

 retirement  

 hardship  

 
If taken prior to an 
employee reaching 
age 59½ may be 
subject to a 10% 
penalty;3 
withdrawals are 
generally 
considered taxable 
income 
 

Withdrawals can 
generally be made 
for the following 
reasons:  
  

 termination of 
employment  

 disability 

 death 

 retirement  

 hardship  

 
If taken prior to an 
employee reaching 
age 59½ may be 
subject to a 10% 
penalty;3 
withdrawals are 
generally 
considered taxable 
income 

Withdrawals can 
generally be made 
for the following 
reasons:  
  

 termination of 
employment  

 disability 

 death 

 retirement  

 hardship  

 
If taken prior to an 
employee reaching 
age 59½ may be 
subject to a 10% 
penalty;3 
withdrawals are 
generally 
considered taxable 
income 

Withdrawals can 
generally be made 
for the following 
reasons:  
 

 termination of 
employment  

 disability 

 death 

 retirement  

 hardship  

 
If taken prior to an 
employee reaching 
age 59½ may be 
subject to a 10% 
penalty;3 
withdrawals are 
generally 
considered taxable 
income 

Withdrawals can 
generally be made 
for the following 
reasons:  
 

 termination of 
employment  

 disability 

 death 

 retirement  

 hardship  

 
If taken prior to an 
employee reaching 
age 59½ may be 
subject to a 10% 
penalty;3 
withdrawals are 
generally 
considered taxable 
income 

Withdrawals can 
be taken at any 
time; withdrawals 
taken prior to an 
employee reaching 
age 59½ may be 
subject to IRS 
penalties; 
withdrawals are 
generally 
considered taxable 
income 

Withdrawals can 
be taken at any 
time; withdrawals 
taken prior to an 
employee reaching 
age 59½ and 
within the first two 
years of 
participation, may 
be subject to a 
25% early 
withdrawal 
penalty; after two 
years, a 10% early 
withdrawal penalty 
would apply; 
withdrawals are 
generally 
considered taxable 
income 

 
 
 
1. This is a design option that the plan may or may not permit. 

2. Plans with fewer than 100 participants must deposited employee deferrals no later than seven business days after the date the amount is withheld. 
3. There is an exception to this rule which allows an employee who retires during the calendar year in which they turn 55, or later, to withdraw without penalty. 
 
IMPORTANT NOTE: This chart provides a high-level comparison of the features and benefits of the plans included and is not intended as a comprehensive or detailed review of 
each plan type. It is intended to be general in nature. As a result, exceptions to each plan feature can exist. Be sure to consult with a professional retirement planner or expert 
before you act on any information contained in this chart. 
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Retirement Plans: How to put your clients in control of their money 

Beth Hancock 

  
Beth Hancock, EA introduction 12:15p-12:20 PM 

 
In high school and college I worked in the accounting department of the family business, KAL Auto 

Leasing Inc, filling in for regular staff during vacations and when they were working on the annual audit.  
I have a BS in Psychology and an MBA from University of Illinois. I started my professional career with EF 
Hutton as a stockbroker. I also have worked customer service for a bank and collection agency. In 
Colorado I have worked as a mortgage broker and then a processor. Just prior to entering the tax field I 
was a fund accountant for Oppenheimer Funds. In the last 10 years that I worked for H&R Block I taught 
basic, intermediate and advanced tax preparation classes. In late 2016 I moved over th my current 
position as Senior Tax and Business Consultant for BF Borgers CPA PC. 

 
I have been preparing taxes professionally since 1993 and received my Enrolled Agent designation in 

1996. Since preparing taxes involves some knowledge of a broad range of industries, my varied 
background serves me well.  I prepare individual taxes for US residents and non-residents as well as all 
business forms, trusts, estates and non profits.  

 
I am that rare bird that actually thinks tax preparation and planning is exciting and I have been 

known to read case law and regulations just for fun. I got a big laugh out of the reference in Circular 230 
to ignorance of tax law being a crime for covered tax professionals. When I told my husband what I was 
laughing at, he rolled his eyes and said “Leave it to the infernal revenue service to outlaw stupidity”. 

 
In this talk I will address the different types of retirement plans that you can help your clients set up. 

I am limiting the presentation to those plans likely to be used by individuals and small business. I will 
start with an overview of the types of plans, so we are all on the same page. The main part of the talk 
will be how to use these accounts in order to fit the client’s needs, even if that was not what the 
purpose for which the account was designed.  I will wrap up with how to get the money out early, if 
necessary, with the least amount of penalties. After all, it is your client’s money and they should be able 
to have it according to their needs. 

 
A few handouts were made available to you digitally  

 An outline of this talk with my bio 

 IRA Quick Reference  

 Retirement Plan Overview Business Plans 

 Key Retirement Plan Rules  

 One participant 401 (k) plans 

 EXCEPTIONS to Early Withdrawal Penalties 

 A full script of the talk. (don’t try reading along because I won’t be) 
 



  



Overview of Retirement Accounts: 12:20pm-12:30pm 
There are a number of options available for retirement and a sound plan could and should contain 

more than one if possible. In general a retirement plan is meant to lock money away while a taxpayer is 
in the working phase of their life so that they will have money to live on when the taxpayer no longer 
wishes to be working. There are provisions in the tax code that encourage participation in retirement 
plans and penalties for accessing the money before the legally designated retirement age of 59 ½.  

 
See Roth vs. Traditional Comparison chart: Personal retirement accounts are called Individual 

Retirement Arrangements (IRAs). There are two types traditional (so called because they are the 
original) and Roth (named after the creator Sen. William R- Delaware. Anyone at any income level can 
contribute to a traditional regardless of income level or participation in a qualified plan at work. The 
myth of limited access comes from the fact that not all contributions are deductible.  Whether or not 
the contribution is deductible depends on filing status and income.  Even if a taxpayer’s traditional IRA 
contribution is not deductible the investments will accrue tax free. When a taxpayer withdraws the 
money, only the earnings will be taxable. The non-deductible portion of the contributions (also called 
basis) will not be taxable IF and ONLY IF the taxpayer has been tracking the non deductible contributions 
using a form 8606 that is filed with the tax return. If a client has neglected to file this form, they still can 
even for closed tax years. If they file after the due date of their individual there is a $50 penalty. Forms 
8606 should be retained until 3 years after the taxpayer drains the IRA account. The contribution limits 
and income limits for deductibility are in the hand out. IRAs can be funded up to the due date of the tax 
return. A taxpayer can even use his tax refund to fund an IRA. If your client wants to use this option to 
make a 2016 contribution with his 2016 tax refund, make sure that the IRA administrator is notified 
ahead of time and that the client verifies correct application after the deposit is made 

 

Traditional: Who can contribute, what can your IRA own, and what is the one 
investment that you really don’t want in the IRA. 

IRAs can invest in almost anything, although stocks, bonds and mutual funds are most common. An 
IRA can even be used to purchase real estate, as long as that real estate never ever becomes personal 
use. IRAs cannot buy collectibles, the one exception being that the “IRA can invest in one, one-half, one-
quarter, or one-tenth ounce U.S. gold coins, or one-ounce silver coins minted by the Treasury 
Department. It can also invest in certain platinum coins and certain gold, silver, palladium, and platinum 
bullion” (Publication 590 A page 36).  A taxpayer cannot sell property to the IRA.   

The main reason for having an IRA is for the earnings to accrue tax free or at least tax deferred. The 
last thing that we want to do is have the IRA itself be required to file a tax return and pay taxes. If 
taxpayer invests in Publicly Traded Partnerships (PTP), they risk just that. PTPs can create Unrelated 
Business Taxable Income (UBTI) for the purposes of UBTI, IRAs are treated like any other nonprofit 
entity. If the UBTI exceeds $1000 then the IRA is required to file a 990-T and pay tax on that income. 

A taxpayer cannot borrow from an IRA, there is a very specific end run around this rule that we will 
discuss later. An IRA may not be used as security for a loan, in fact creditors cannot touch an IRA, except 
for one specific creditor who may be given permission, but more on that later. 

 
Roth : How does this differ from the traditional IRA? 
Because people prefer not to worry about tracking non-deductible contributions, many taxpayers 

prefer the ROTH IRA.  ROTH IRAs also offer distribution options not available to traditional IRAs. These 
options lend themselves to uses outside retirement planning. I will discuss those uses later. Unlike a 
traditional IRA, the Roth IRA is not quite as locked up. All contributions can be withdrawn without 
penalty at anytime. Conversions that have already been taxed can be withdrawn without penalty as 
well. There is also a difference between withdrawals from Roth’s and from traditional IRAs with basis. 



With a traditional IRA with basis the distribution is considered to be part non taxable basis and part 
taxable earnings. With a Roth IRA, the distributions are considered to have come from the contributions 
first, until all withdrawn and then the already taxed conversions. Once all the already taxed funds are 
withdrawn, only then are the considered to be from funds subject to tax and penalties. Another 
advantage of a Roth over a traditional IRA is that you can use it for estate planning. A traditional IRA 
must start making distribution by April 1 following the calendar year that a taxpayer reaches 70 ½. The 
taxpayer does not want to wait this long as they may be put in a position of receiving 2 distributions in 
one year. These distributions must such that at current investment return the account will be empty on 
the taxpayer’s 100th birthday. If a person has a Roth IRA they never need touch the money and can leave 
the account to their heirs.  

 
Inherited IRAs 
Speaking of heirs, sometimes a person can inherit someone else’s IRA. The choice that a person has 

depends on whether or not they are married to the participant. If a person is married to the participant 
they can treat the IRA as their own or they can just be the beneficiary. A beneficiary can take all the 
money in a lump and pay taxes or can spread out the receipt of the money: sometimes over a lifetime in 
some cases it must be done by the end of the fifth year following death. Non- spouses are always 
beneficiaries. If a specific person has not been named to receive the IRA by September 30 of the 
calendar year following the year of death then all funds must be distributed under the five year rule. 

 
Backdoor Roth: When it is possible to get around income limits  
I want to return briefly to Roth IRA before going on to employer plans.  There are times that a 

taxpayer would prefer a Roth IRA but is not permitted to because of income limitations. In this case the 
taxpayer can take advantage of what is called a Backdoor Roth.  In order to take full advantage of this a 
taxpayer should not have a traditional IRA or his traditional IRA should be all  so we do not need to 
worry about basis allocation and having a taxable portion. There are no income limits on conversion. 
The taxpayer simple contributes to a non-deductible IRA and then converts the account to a Roth IRA.  
Because of ordering rules a backdoor Roth IRA can get complicated if there is tax free or tax deferred 
money in a traditional IRA when you do this. 

Now if you have an IRA that is a mix of post tax basis, do not despair if you have a 401(k). You can 
roll over the pre tax amount into your 401(k). Then you are free to convert your current years traditional 
IRA contribution. 

 
 

Qualified Plans geared toward small businesses: Overview with a discussion of types, 
who adopts and contributes, interaction with other plans, timing of set 
 up, and contribution deadlines.  

 
In the handouts there is a Qualified Retirement Comparison chart. A big thank you goes to the 

401khelpcenter and Creative Commons for giving me the ability to use this chart and not have to design 
it from scratch.  

 
Simplified Employee Pension (SEP) 
The first plan is the Simplified Employee Pension (SEP). This is the most common with sole 

proprietorships, partnerships and single member corporations.  It can be used by corporations with 
multiple shareholders as long as the gross income classifies the company as a small business. The big 
advantage to this plan is that it can be set up and funded up to the due date of the return INCLUDING 
extensions. Like a personal IRA it can be funded with the personal tax refund. Because of how late you 



can fund it, it is very popular with businesses that don’t track their income that closely because the 
owner can wait unit they find it if they made a profit to fund the plan. It has limited popularity with 
corporations because the 25% contribution limit is based on whatever the shareholder employee deems 
to be salary.  

 
Simplified Employee Match Plan (SIMPLE) 
Next up in complexity is a Simple IRA and SIMPLE 401(k). The same sorts of employees can use this 

plan but a corporation may only have 100 or fewer employees. It must be set up by October 1. 
Contributions from salary deductions must be made within 30 days of wages being paid. Employer 
contributions must be made by the due date (including extensions) of the employers return. Only 
deductible contributions are permitted no Roth. There are strict rules requiring matching contributions. 

 
Solo 401(k): the most overlooked plan 
In my opinion the most overlooked plan is the Solo 401(k). I taught retirement classes for years and 

did not come across a mention of this in the text. In your handouts I included the IRS’s reference page. 
The main qualification for this plan is that there is one participant, unless your spouse is also employed 
at the company, in that case there can be 2. Now I use this as a great planning tool for clients who want 
to limit taxes. This can be used to greatly reduce income taxes. For example, a client who has a 
consulting service operating as a sole proprietorship  in addition to their main job which pays more than 
the maximum social security salary. The client does not this income to meet current needs so can defer 
up to $54,000 of Earned Income. 

 

Non-retirement uses for retirement accounts (emergency savings, saving for large 
purchases, college funding, borrowing rules) 12:30pm-12:45pm 

 
Now there are some clients that do need the money in their retirement accounts before retirement. 

This next section will be about alternative uses of retirement accounts. 
Raise your hand if you recommend having emergency funds for your clients. Those funds won't be 

invested in high yield accounts because of the risk. However it is nice if the funds can grow if not used so 
normally they would be in a money market fund. What if this money market fund could accrue tax free? 
Wouldn't that help the growth? Roth IRAs offer a great deal of flexibility in that contributions and taxed 
conversions can be withdrawn without penalty at any time. Also unlike traditional IRAS any distributions 
are considered to come entirely from tax free funds before taxable funds.  

 
A Roth IRA can be used to fund a child's education. 529 and Coverdells can be great options but 

what if the child doesn't want to go to college or gets a merit scholarship? Also retirement assets are not 
considered in FASFA decisions. However distributions are, so to best way to use this strategy use the 
Roth to fund the last 2 years. Using a Roth can be a better option than a Coverdell for saving as the 
contribution limits are higher. Of course if the client has sufficient cash they can do Traditional IRAs can 
be tapped for educational expenses without penalty, although there will be taxes.  

Speaking of college, many schools have a date by which tuition must be paid or the student must 
withdraw. So what happens if this date is September 15 but you will not have the cash until November 
1? You can withdraw the money from your Roth or Traditional IRA pay tuition and then replace it within 
60 days without tax, penalty or change to FAFSA income. The technique of using IRAs for short term 
loans works for any need. 
  



Early Distributions: minimizing or eliminating taxes and penalties,  why your consult your CFP and 
tax professional before accessing money 

 Money is fungible. That means that no one can really trace where a dollar goes. This means that the 
withdrawals from IRAs need only happen in the same years as the event that creates the exception to 
the penalty. For example my IRA money has always been earmarked for home improvements. Since my 
son is in college I don't need to wait until I reach 59 ½ to start work on the house because I am spending 
money on college. 

 
Withdrawals that are not distributions 

 Loans from employer plans, provided that there is a written plan to pay back loan within 5 
years and it is paid in full prior to leaving the company.  

 Rollovers, if the entire distribution is replaced within 60 days. 
 

Exceptions to Penalties available to any type of plan 

 Total and Permanent disability: This means a taxpayer cannot hold any job outside a special 
workshop for the disabled. This also means that the condition existed at the time of withdrawal. 
If a taxpayer is unexpectedly cured or the diagnosis is discovered to be in error at a later date 
the penalty is still waived.  

 Death: A taxpayer can receive an inherited plan and withdraw the money 

 IRS Levy: As mentioned before if taxpayers have a collection issue with the IRS they can ask 
them to levy your IRA or, if permitted by their employer, the 401(k) instead of bank accounts 
used for daily living. 

 Substantially Equal Periodic Payments: This is one payment a year for at least 5 years or until    
59 ½. This means that a taxpayer with a balance of $50,000 could take $10,000 a year. If this 
exception is claimed by a person, the IRS will watch the subsequent year’s tax returns to make 
sure that the amounts are coming out. 

 Unreimbursed medical expenses exceeding 10% of AGI: Pension plans and 401(k)s frequently 
allow withdrawals for medical emergencies but are not required to allow it.  

 Qualified Reservists serving over 180 days: The withdrawal must come during the deployment. 
Also the reservist can replace the money anytime within 2 years of the end of the active duty 
time. 

 
Some penalty reliefs are available only for IRAs and some for employer plans only. In many cases you 
can use rollovers to convert the plan to the one you need. We tend to think only of rolling 401(k)s into 
IRAs but it is permissible to do it the other way round. 
 
IRA only 

 Health Insurance premiums for unemployed individuals: If taxpayer gets laid off at age 48 and 
needs to access money for health insurance but only has a 401(k) then roll over the 401(k) into 
traditional IRA so qualify for this relief.  

 Qualified Higher Education Expenses: This one is also an IRA only exception. The student must 
be the taxpayer, spouse, child, or grandchild and be enrolled half time in post secondary 
education that qualifies for FASFA.  Room, board, supplies and equipment are considered to be 
qualified expenses in addition to the expected tuition, fees and books. Parents might want to 
consider signing a lease and charging their commuter students rent. 



 Up to $10,000 for first home purchase
someone who has not owned a primary residence within 2 years ending the day before the 
closing on the new house. 

Employer plan only 

 Qualified Domestic Relations Order
that both members of the marriage leave with equal retirement funds. Most lawyers a smart 
enough to make sure that this does not apply to 

 Separation of Service after age 55 (50 if a public safety employee)
left after the taxpayer has the 55
cannot be used when the person turns 55. A public safety
that provides police protection, fire firefighting services
or border officials or air traffic controller

 
We have reviewed the different types of retirement plans that you can help 

have described how to use these accounts in order to fit the client’s needs, even if that was not what 
the purpose for which the account was designed.  I ended with how to get the money out early, if 
necessary, with the least amount of penalties. After all, it is your client’s money and they should be able 
to have it according to their needs. 

 
Thank you for your attention and any questions not answered today can be asked through my provided 
contact information. 

 

Have a lovely day, 
Beth MB Hancock, EA 
You can easily see my real-time availability and schedule time with me at 

http://www.lookforwardtaxes.com/BDAppt.php
Senior Tax and Business Consultant

5400 W Cedar Ave Lakeood CO 80226
215 Cheesman Suite G Erie CO 80516
Cell: 303.548.8805 Phone: 303.953.1454 Fax: 303.945.7991
 
References. 

 Publication 560 Retirement Plans for Small Businesses

 Publication 590-A Contributions to Individual Retirement Arrangements

 Publication 590-B Distributions From Individual Retirement Arran

 Should You  Buy an Annuity?, Dennis Miller, 
http://www.forbes.com/sites/investopedia/2013/06/21/should
annuity/#561ca4d6c7b1  

 https://www..savingforcollege.com/articles/amp_articles_html/amp_article_717.html?client=sa
fari 
 

Up to $10,000 for first home purchase: If married, both must qualify. A first time homebuyer is 
someone who has not owned a primary residence within 2 years ending the day before the 

 

Qualified Domestic Relations Order: In a divorce settlement is common for the courts to order 
that both members of the marriage leave with equal retirement funds. Most lawyers a smart 
enough to make sure that this does not apply to IRA 

Separation of Service after age 55 (50 if a public safety employee): This means the job must be 
left after the taxpayer has the 55th birthday. If the separation happened at age 49, this exception 
cannot be used when the person turns 55. A public safety employee is a government employee 
that provides police protection, fire firefighting services, emergency medical services, customs 
or border officials or air traffic controller 

We have reviewed the different types of retirement plans that you can help your clients set up.  I 
have described how to use these accounts in order to fit the client’s needs, even if that was not what 
the purpose for which the account was designed.  I ended with how to get the money out early, if 

of penalties. After all, it is your client’s money and they should be able 
 

Thank you for your attention and any questions not answered today can be asked through my provided 

time availability and schedule time with me at 
http://www.lookforwardtaxes.com/BDAppt.php 

Senior Tax and Business Consultant 

 
5400 W Cedar Ave Lakeood CO 80226 
215 Cheesman Suite G Erie CO 80516 

303.548.8805 Phone: 303.953.1454 Fax: 303.945.7991 

Publication 560 Retirement Plans for Small Businesses 

A Contributions to Individual Retirement Arrangements 

B Distributions From Individual Retirement Arrangements 

Should You  Buy an Annuity?, Dennis Miller, 
http://www.forbes.com/sites/investopedia/2013/06/21/should-you-buy-an-

.savingforcollege.com/articles/amp_articles_html/amp_article_717.html?client=sa

: If married, both must qualify. A first time homebuyer is 
someone who has not owned a primary residence within 2 years ending the day before the 

: In a divorce settlement is common for the courts to order 
that both members of the marriage leave with equal retirement funds. Most lawyers a smart 

: This means the job must be 
birthday. If the separation happened at age 49, this exception 

employee is a government employee 
, emergency medical services, customs 

your clients set up.  I 
have described how to use these accounts in order to fit the client’s needs, even if that was not what 
the purpose for which the account was designed.  I ended with how to get the money out early, if 

of penalties. After all, it is your client’s money and they should be able 

Thank you for your attention and any questions not answered today can be asked through my provided 

.savingforcollege.com/articles/amp_articles_html/amp_article_717.html?client=sa
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