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What is Cryptocurrency?

 Per IRS Revenue Ruling 2019-24:
o Virtual currency is a digital representation of value that functions as

a medium of exchange, a unit of account, and/or a store of value.
o Cryptocurrency is a type of virtual currency that uses cryptography

to secure transactions that are digitally recorded on a distributed
ledger, such as a blockchain.

 Popular cryptocurrencies:
 Bitcoin
 Ethereum
 Litecoin



IRS View on Taxation of
Cryptocurrency 

 The IRS has issued guidance that cryptocurrency will be treated as property
for federal tax purposes (see e.g. IRS Notice 2014-21).

 Outside of a retirement account: the income or gains from the sale of
cryptocurrency will be subject to capital gains tax rates (short-term or long-
term as applicable).

 Inside a retirement account: the gains/income derived from a
cryptocurrency investment are tax-deferred (or potentially tax-free in the
case of a Roth IRA LLC account).
Possible exception: If you invest your IRA LLC funds in mining

cryptocurrency, the income generated may be subject to unrelated
business income tax (UBIT) if the mining is considered an active trade or
business.



Steps to Invest Self-directed IRA LLC 
in Cryptocurrency



6 Steps



The Steps Broken Down



The Steps Continued



Tidbits



The IRA LLC Explained & Setup Process

What is it?
u When an LLC is 100% owned by an IRA or 

combination of IRAs, it is commonly 
referred to as a Self-Directed IRA LLC.

Stems from Famous Court Case
u The tax court ruled in favor of a taxpayer in 

Swanson versus the Commissioner, 106 Tax 
Court 76, 1996, essentially ruling that the initial 
full investment in an entity by an IRA was not 
prohibited

https://www.mysolo401k.net/ 1-800-489-7571

https://www.mysolo401k.net/


Why an IRA LLC?

Alternative Investments

Once funded, investments are made 
thought IRA LLC. Alternative investments  
include real estate, tax liens, precious 
metals, trust deeds, private company 
shares and Cryptocurrency , to name a 
few.

Checkbook Control

IRA LLC investments are  made by 
wire or by writing a check from 
the LLC bank account. As the 
named LLC manager, you are in 
full control over placing the IRA 
LLC investments

Fees & Timely Investments

More IRA investors are opting for the 
Self-Directed IRA owned LLC to 
greatly reduce processing fees, 
holding fees and to process time-
sensitive investment such as real 
estate and tax liens.



The IRA LLC Setup Process

1

File article of 
organization with 
the state. 

2

Obtain employer 
identification 
number (EIN) for 
the LLC.

3

Draft the LLC 
Operating 
Agreement that 
contains the 
required IRA and 
IRS language.

4

Open the self-
directed IRA

5

Fund the self-
directed IRA by 
transferring 
former employer 
and or IRA funds.

6

Open the LLC 
bank account 
and fund it with 
self-directed IRA 
funds. 



Sample Cryptocurrency Account Setup –
Coinbase

 Getting Started: Sign up for a Coinbase Institutional Account here:

• https://institutional.coinbase.com/institutional-interest/s/



Enter name of 
LLC

Select “United 
States”

SKIP

Select the state of 
organization of the 

LLC



Select “Personal 
Investment Company”

Select “United 
States”

Select “1-10”

Select the state of 
organization of the 

LLC
SKIP

Enter “This is an IRA LLC 
investment account for 

investing in my own 
retirement funds in 

different assets including 
cryptocurrencies.”

Select “$0-$5M” unless 
you intend to invest more 

than $5mm

Then click “Next”



Most choose “Coinbase 
Pro”

Then click “Next”



Select “Exchange 
Trading”

Then click “Next”

Select excepted 
monthly trading volume 

(e.g. $0-100k or as 
applicable)

Enter “The sole purpose 
of opening this 

account is to invest my 
own IRA funds in 

cryptocurrencies.”



Then click “Submit” & You 
should receive an email 

from Coinbase within a few 
business days, giving you a 

link to onboarding 
registration including “Invite 

Code”.

Enter “LLC Manager”Enter your Name, 
email address 

and phone 
number

Enter LinkedIn profile URL 
and other contact info 

(Optional)



Click “Register” to then 
access the Business 

Account Application 
Center and access the 

Onboarding Application

Enter LLC Name 
and Invite Code



Enter LLC Name

SKIP

Enter your address



Enter Date that 
the LLC was 

formed

Select 
“United 
States”

Select the State where 
the LLC was formed

Select “Limited Liability 
Company”

Select “Financial 
Services (non-crypto)”

Select “Personal 
Investment Company 

(PIC)”



Select “Trading Pro”

Select “Proprietary 
Trading/Investing”

Select “Private 
Investors”



SKIP

Enter “This is an IRA LLC 
investment account for 

investing in my own 
retirement funds in 

different assets including 
cryptocurrencies.”

Select “$0-$5M” unless 
you intend to invest 

more than $5mm



Enter your email 
address

Select excepted 
monthly trading 

volume (e.g. $0-100k 
or as applicable)



Complete W-9 
(see separate 

instructions) & then 
Upload

Enter the EIN of 
the LLC

Upload the Articles 
of Organization for 

the IRA LLC



Most clients enter 
“No”

Most clients enter 
“No”

 You will then be prompted to 
submit information regarding 
the Officer/Director (i.e. you) & 
upload your Government ID.  

 Coinbase will email you when 
your application has been 
processed.



How to Open IRA LLC 
Account at Coinbase

Additional 
Documentation 
Needed:

 Signed W-9 Form



Funding Cryptocurreny Account at 
Coinbase & Processing Times

• Funding the account with Fiat Dollar?
• Yes – the account can be funded with US dollars

• The name on the funding account must match the name of the LLC

• Processing Time? Approximately 2 weeks



Practical Tips:
Investing IRA LLC funds in cryptocurrency

 Opening an Account at a Cryptocurrency Exchange

• Name and EIN of the LLC owned by your IRA (consider tax reporting by the exchange)

 Funding an Account at Cryptocurrency Exchange

• Confirm that the account can be funded with Fiat money

• Wire/ACH funds from a bank account in the name of the LLC owned by your IRA

• Do not fund from personal account per IRA LLC funding rules

 Store Separate Physical Wallet in Safety Box associated with LLC Bank Account

 Private Transactions

• Confirm that the seller or buyer is not a disqualified person to ensure that you don’t commit a
prohibited transaction

• Do not combine or “tie” the transaction with non-retirement transactions



Solo 401K:
Learn More!

 business@mysolo401k.net

 (800) 489-7571
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