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Business Smarts   Retirement Planning

Saving for retirement is essen-
tial for independent business owners
and requires long-term planning. As
you get ready to process your taxes
for 2008, take a critical look at your
retirement savings strategy. 

Dear Business Smarts, 
I have been working as an inde-

pendent translator and interpreter for
over 20 years with a good annual
income. Once my children are grown,
I would like to scale back my work-
load so I can travel. Are there special
rules for the self-employed when it
comes to retirement savings? What
can I do to plan ahead?

T.S., by e-mail

Dear T.S.,
Early spring is an ideal time for

long-term planning, while you review
your tax records and enter data into
tax software or discuss the figures
with an accountant. As you categorize
spending and look at your income and
expenditures over the past year, you
get an excellent idea of your business
cash flow and your potential for
saving. Think about your long-term
plans: Where would you like to be 10
to 20 years from now? How much

money will you need to fulfill your
dreams of retirement? Look at your
current savings, your projected Social
Security benefits, and likely inflation
rates. There are many retirement cal-
culator tools on the Internet that can
assist with long-term projections. To
make sure that long-term planning and
a financial review are part of your
annual tax work, save a copy of your
planning notes in the same folder with
your tax returns.

If you have not already done so, set
up an individual retirement savings
account (IRA). As a business owner,
you are entitled to start a so-called
SEP-IRA, an account for tax-deferred
retirement savings specifically tai-
lored for the needs of self-employed
people. SEP-IRAs are easy to open
with almost any financial institution
(insurance companies, banks, mutual
funds), involve negligible administra-
tive costs and overhead, and are very
flexible. You must establish the
account by April 15, 2009 for the
2008 tax year, and you may put away
as much as 18.5% of your earnings
(up to $46,000) every year thereafter.
(If you are hesitant to put your money
in the stock market, consider a money
market account for the moment.) 

Most calculations of earnings are
based on the “net profit” on your fed-
eral Schedule C, for example:

Your “net profit” from Form 1040,
Schedule C:
$38,500

Maximum amount you can save in
your SEP-IRA: 
$7,156

(A useful calculator is online at
www.calcxml.com/do/qua12.)

Depending on your individual budget
situation, it may not always be feasible to
put away that much, but the annual max-
imum can serve as a guideline for your
personal savings plan. It may be a helpful
strategy to have a fixed savings amount
transferred automatically from your
business account every month. For
example, if you paid $250 a month into
your SEP-IRA, you could save $3,000 a
year for retirement. That is a potential
contribution of more than $100,000 over
20 years to a fund that, depending on
market conditions and the type of
account you select, has the potential to
earn even more in dividends and capital
gains.

The information in this column was compiled by members of ATA’s Business Practices
Education Committee for the benefit of ATA members. This column is not intended to
constitute legal, financial, or other business advice. Each individual or company should
make its own independent business decisions and consult its own legal, financial, or
other advisors as appropriate. The views expressed here are not necessarily those of
ATA or its Board of Directors. Send your questions about the business of translation
and interpreting to The ATA Chronicle—BPEC Q&A, 225 Reinekers Lane, Suite 590,
Alexandria, VA 22314 USA; Fax: +1-703-683-6122; E-mail: 
businesspractices@atanet.org. Questions must be accompanied by a complete name
and address, but will be published anonymously or pseudonymously upon request.

Comments?
ATA members can discuss business issues online
at the following Yahoo! group:
http://finance.groups.yahoo.com/
group/ata_business_practices. You will
need to register with Yahoo! (at no charge) if
you have not already done so, and provide your
full name and ATA member number in order to
join the group.

Renew your ATA membership today! See page 45 or renew online at www.atanet.org/membership/renew.php.


