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The Small Business Jobs Acr of 2010 (SBjA) became faw in September
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OF 2010, The “big news” for retirement arangements in this legistation

was allowing in-plan Roth rolfovers, Under this procedure, pretax Bl Plaveess.. o
i -5ponsored retiremen plan are essentially converted QRP Focys .
Acter stats within the plan. withour having to he
distributed ang rolled over 16 3 Rotly IRA. Another Provision authorized he
inclusion of qualified Roth contribution Programs in governmena 457(h) Test Your Knowledge
plans, which is g cXpansion beyond “Roth 401G and “Rogh 403(hy”
arrangements that were created by the Economic Growth and Tax Relief
Reconciliation Act of 2001 (EGTRRA),

IRA Advisor

SBJA also made less-publicized changes. One was 16 allow nincorporated
seif-employed business owners 1o reduce their seff: employment tax by the
aggregate amount of the 2010 premiums thay they paid for health insurance,
consequently ncreasing their ner profit. Th; 2010-only OPportunity applies
(o the generaf Income taxation of thay person’s business, By for retiremeny
plan contribution Purposes, according 1o IRS Publication 560, Retiremeny
Plans for Small Business - When calcutating the deduction for one-half of
self-employment tax, the deduction for \ell—cmpluycd health insurance is
disregarded,”

“Distegarding” acrually means 1o add back to one’s self-employment yax any
deduction taken for aself-employed's 2010 health insurance Premiums, This
restores the self-employment tax 10 a higher amouns, w hich in tuen reduces
the net profi and the maximum contribution that g self employed business
awner would receive
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Calculation Steps

The staring point for identifying compensation for contribution purposes on day listening 1o ype nrmur of water.
behaif of 4 xclf—mnplu)wl individual is 1o, determine the individual’s net earnings OF wwdiching the clogds float across

the sky, is bardly a waste of g
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from self-employment, This information is typically foung in Form 104
Individyal Income Tax Releerr, on Schedufe ¢, Profit or Loss
Schedule E Profiy or
Income, Dectuctions,
Income. Once 1
made before qualifieq
practice, the self-employed indiy iduaf
tax as determined on Form 1040 §

om Business.
From Farming: or Schedyte KL, Zartners spare of
redits, efc. from Form 1065, 175 Retwrn r/f/’r(/Tm’/xbl/r
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adjustment to et earnings (see the f lowing Ption for 2010, 1 he result B00-346-3;
is referred 1o 4 ditsted net business Income (ANBI),” The contribution is P.O. Box 979 erd, MN 56401

determined by g Pplying the plan'y allocation formula 1o the fesser of ANBJ Wdscensus.com
or the Statutory compensation cap. ; he Ascensus
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