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Self-Directed
Solo 401 (k)
Private Equity
Investment

A self-directed Solo 401(k) may be invested in private
equity provided it is not a company that you also work

e for or operate.



Solo 401k Investment Rules: Private Placements

Private Placement “"Do’s & Don’ts”
5 Rules for Self-directed Investing
Sample Subscription Agreements/Offering Memoranda

Get more info



Solo 401k Investment
Rules —Private Placements

DO’s:

DO take ownership in the name and EIN of the Solo 401k
(e.g. K-1 will be issued to the Solo 401k)

DO sign as Trustee of the Solo 401k

DO consider whether unrelated business income tax applies
to the investment income (e.g. equity stake in a business
that provides goods/services and not taxed as a C-
corporation)

DO ensure that any dividends/income is paid back to the
401k plan

DON'Ts:

DO NOT invest Solo 401k funds in your own business (or a
business owned by a related/disqualified person)

DO NOT later sell the investment to an unrelated person

DO NOT earn a commission personally in exchange for the
Solo 401k investment




5 Rules of
Solo 401k Investing

Rule 1: Understand the allowed self-directed 401k
investments under the IRS Rules

There are relatively few limits on the types of
investments that are permissible under a self-
directed 401k plan.

Solo 401k plans cannot invest in S-Corp stock,

collectibles, such as art, antiques, gems, coins, or
alcoholic beverages, and only certain precious
metals.

Rule 2: Make sure the self-directed 401k plan
allows for the particular investments

Make sure the plan provider’s self-directed 401k plan
allows for the the of investments that you are
planning to make.

For example, not all self-directed 401k plans allow
for investing in real estate.




5 Rules of

Solo 401k Investing (continued)

> Rule 3: Understand who is a disqualified person for purposes of placing
self-directed 401k investments

o The IRS prohibits transactions between self-directed 401k plans and certain
individuals known as “disqualified persons.”

o A disqualified person is the self-directed 401k participant, or anyone who has
control over the assets or who can influence investment decisions.

o Members of the self-directed 401k participant’s family (i.e., a spouse, an

ancestor, any lineal descendant, or any spouse of a lineal descendant) also are
considered disqualified persons.

> Rule 4: Understand roundabout prohibited transactions

o Under the self-directed 401k prohibited transaction rules, a disqualified person
may not indirectly do what cannot be done directly.

> Rule 5: Consider not doing the investment or get an Advisory Opinion




Private Placement
Investment Documents

Sample Provisions from
Subscription Agreements/Offering
Memoranda

Recurring Issues




(M)  if the Purchaser is an entity, plan, or account, the Purchaser represents and
warrants as follows (please check all boxes that apply): " A S
- A Solo

O the Purchaser is purchasing the Interest with funds that constitute, 401 |< iS excluded

directly or indirectly, the assets of:
from the

H O an “employee benefit plan” as defined in Section 3(3) of
SUCh an enTITy the Employee Retirement Income Security Act of 1974, as deflnl'l'lon Of

amended (“ERISA”), that is subject to Part 4 of Subtitle B
\{VO uld genera Ily of Title I of ERISA (an “ERISA Plan”); "Employee
|nC|Ude an I—I—C a plan described in Section 4975(e)(1) of the Internal Beneﬁ.l. P|Oﬂ” in
h | Revenue Code of 1986, as amended (the “Code™), that is
wnose sole subject to Section 4975 of the (Code (including an ER'SA

member |S YOU individual retirement account); or

an entity or account whose underlying assets 1
SOlO 40] k “plan assets™ of any of the foregoing plans by reason 0fa
plan’s investment in the entity or account;

*

If so, the percentage of the Purchaser’s Commitment derived from 0 v
the above plans is Yo. YeS - A SOlO

The Purchaser hereby covenants that if, at any time after its initial 40 ] k IS SU bJeCT TO

acquisition of Interests, the percentage of assets that constitute g

“plan assets” of the above plans exceeds the maximum expected SeCTlon 4975

percentage set forth above, the Purchaser shall promptly notify the ( | e prohlbl-l-ed
. oy

Manager of the revised maximum percentage, and the Manager

may require the Purchaser to dispose of or transfer all or a portion ‘h"O nSOCﬂO Nru |es)

of its Interests.

the Purchaser is not purchasing the Interest with funds that
constitute, directly or indirectly, the assets of any of the above.

the Purchaser is not a trust forming part of a stock bonus, pension,
or profit-sharing plan described in Section 401(a) of the Code that
is exempt from tax under Section 501(a) of the Code.




Accredited Investor Status of the Entity (if spplicst
Please sclect a category for the entity:
5 i Lan
nchivetien] oF Didewsisry CApsCay

red pursuant o secton 15 of the Act;

ZJia) (48} of that Act

Hasanc

1t p b
plan, with imvestment
s that ere scorediod inmvestors

d I SEcion

“Yes" if the Solo
401k owner is an
accredited
investor




Such an entity
would generally
include an LLC
whose sole
member is your
Solo 401k

Exhibit D

BENEFIT PLAN INVESTOR REPRESENTATIONS

The Investor hereby represents and warrants as follows:

(Please Check “Yes™ or “No™ as Applicable)

The Investor is, or is acting on behalf of: (i) an “employee benefit plan™ within the
meaning of Section 3(3) of U.S. Employee Retirement Income Security Act of 1974, as
amended (“ERISA™), that is subject to Title 1 of ERISA; or (11) a “plan™ within the
meaning of Section 4975(e)(1) of the Internal Revenue Code that is subject to Section
4975 of the Internal Revenue Code.

] (e ] No

The Investor represents that it is, or is acting on behalf of, a person ore
underlying assets of which are “plan assets” within the meaning of Section 3™
ERISA.

O Yes. The Investor holds “plan assets” and the percentage of
interests in the Investor held by benefits plan investors,
determined in accordance with Section 3(42) of ERISA is

o/

o

I:l No. None of the Investor’s assets are “plan assets” within the
meaning of Section 3(42) of ERISA.

IF AT ANY TIME DURING THE TERM OF THE PARTNERSHIP, THE
FOREGOING REPRESENTATION BECOMES INACCURATE, THE INVESTOR
WILL NOTIFY THE PARTNERSHIP IMMEDIATELY.

“Yes” - While a
Solo 401k is
excluded from
the definition of
"Employee
Benefit Plan" in
ERISA...

....a Solo 401k is
subject to
Section 4975 (i.e.
prohibited
transaction
rules).




Uncheck the box
in front of
“Keogh"” &

PrOPOSED FORM OF OWNERSHIP: Please check appropriate box:
O Individual O Trust O ra

] Company ] Employee Benefit Plan vl KEGgh Plan

Check the box in
] Corporation (] Limited Liability Company ] _TDinL-'TcnanFs n .I:ron.l. O.I: 1] O.I.hern

|:| Joint/Tenants In 1mi i an d en Te r
Common with Person 13 c
other than Spouse R e Tl remen T
Trust”

If Investor 1s a u-rp-_nratmn trust, company, association or other entity, please idenniy

Iaw't- of vrh]u..h Investor 15 orgamized and existing, and (b) the junsdiction where Imc'.:.tl:l-r 5 prm-..lpa] plac‘c‘ of
Kansas, USA A4TIE W Tdth St Shawnes, KS BE218




. Is the undersigned subscriber a “hensiir plan investor™ (8 = Benelil Plan fnvesior™) as defined in S
of the Employee Retirement Income Secunty Act of 1974 (“ERISA™), and any regulations thereundds
“employee benefit plan™ that is subject 1o the provisions of Title 1 of ERISA: (i) a “plan™ that is not suby
provisions of Title | of ERISA, but is subject 1o the prohibited transaction provisions of Section 4975 of the Imernal
Revenue Code of 1986, as amended (the “Code™), such a8 [RAs and centain retirement plans for self-employed
individuals; of (iii) & pooled investment fund whise assets are treated as “plan assets™ under Section 3(42) of ERISA
and any regulations promulgated thereunder because “employee benefit plans™ or “plans” hold 23%" or more of any
class of equity imlerest m such zzq.hzllrd investmend fund)™

D Yes

If the answer to question | is “Fes™ because the undersigned subscriber is a pooled investment fund whos
treated as “plan assets™ under Section 3(42) of ERISA and any regulstions promulgated thereunder, whal percentage
of the equaty interests in the Subscriber is held by Benefit Plan [nvestors?

“Yes” — a Solo
401k meets the
definition of @
benefit plan
investor




Additional Recurring Issues

Limited to Accredited Investors?

o The investment offering may be limited to accredited investors (i.e. you may need to be
an accredited investor in order to invest your Solo 401k funds).

Juridiction of Formation?

o A solo 401k is a federal retirement trust and is not registered in any state.
Subject to Title 1 of ERISA?

o While a Solo 401k plan is exempt from Title 1 of ERISA (because it is a one-participant plan), it is
subject to the prohibited transaction rules and as such falls within the ERISA definition of a “benefit plan
investor.”

A Solo 401k is a Revocable Trust
A solo 401k is NOT a bank or an insurance company




Solo 401k
Investments
Private Placements

v How to Complete

W-9 Form for your
Solo 401k

o W-B Request for Taxpayer G

s e S Identification Number and Certification e i s
" - & | =
s il Wdemad ¥ Goto wwwirs gow/ FormW for instructions and the katest informatfion. "

Irtamal Rsvanus Savics

1 Nars =3 shsn on vour moome B el Hame = rsoursd on he e donol e this Tns olarks

SisnesE nameaseqanded enty name. § orferent Tom shova

3 Cheok sppoprmss box for fedsml tax chesfination of the pormon whoss nams © sntersd on fins 1. Chosok only sneof e | § Exemptions lcodas apply only 4o
Ballowing seven ones, Ceriain anbies. rod indA sk, see

o i instnminne on pege 3
|_| IncivicLaliscle propieton o D O Gosporntion _| 8 Cospuraion |:| Frutreship L] Trusbestnie 1
sty L Exeeryet payes scxie (7 )

:_| Limnibesd]. fimbiiity corrparty. B the tan dessification (C=0 corposstion. 5=5 corperetion, P=Fatnershin) »

Mote: Check e appoonste box in the ine akove for the thx cinsafizstion of the sivgle-member ownar, Cionatocheck Exsnpton irom FATGA regrering
LS de e s dassiled as & single-member LLC tha B disregaidsd rom ihe oane unless he onness of Tie LLG s

anathar LLC that = not dosgarded from Bz owrnerfor LIS tardersl s purpnses. Cebeswies, o sngle-mambar LD e cace [ oy
iz disregarded from the cwner should chech fhe appropriate bo for e tay classificaton of i owner.
Norbrouraecar BIIEET: | R irement Trust i o2 ek )

& Radcremn fnermbs, streat, ond st orouka o e Aanestar's nams ard mddrezs isntond

Enter address for the plan here.

& City, ista, and 777 cods

Enter City and State here

T List mermamt nurmbans; ham iopfiomnad)

30 Toxpayer Identification Number [TIN]
Ervier your TIN in the oppropriots baw. The TIN provided must match the roms given on ina 1 to avoid | Socal securdy numbar

backun withholang. Far inasiduals, this 15 censrally your socal sscumty namoer (S5N). However. for &

recident disn, sels propdstor, of disregardad antiy, se= the nziructona for Port |, Inter. Forothar | | —| ‘ ‘ —| | | |
oites, T3 your ampiayer entmeaton ramBer (EIN), I ¥0U 00 Rot REVa 3 NEmbar, S8 How o gt 5

Print or lype
Sag Speciic Instructions an pags 3

TN, latar or

Mote: If the sossunt s in mors than one nome. ses the instruciicrs for line 1. Aloo ose What Namsand [ Empleyer idsnahesion nisher

Nrrmbar To Gree the Raquestar for guidalings on whnso numbear ta amar | | | |
ENTER EIN FOR SOTLO 401K TRUST === | i1 ‘ | | SN -

Certification

Under penaltsa of periany, | osddy that:

The rumizsr shown on tha form is my comest mpu}*ar identification numizer (or | om woitng for o number te be msusd to msk and

. | =m not subject to backup withholding becauso: fa) | sm exampt from besitup withholding, o b | ks not baan notified by the Intomad Rovonus
Sertlce (RS tal | am sudlect to backuo withholding as a resul of a fallure (o report @l inferest of divicends, of ic) the B3 has notified me that fam
no langar subject io backp wifnholding; and

3. | am a U.E. citizen or aihsr U.E. peeon |dafined bslow); and

4, The FATCA codels} antarsd on thio form {f amy) indicating that | om snempt from FATCA eporting is comsst

Certification instructions. You must croas out i=m 2 above if you have besn notifed by the IRE that you ars currsrty subject {0 backup withholding becouss
WOU hove TEESE 10 /200 &l Inerest and avIoSnos on your tSx retum. Fo =l o5t Rnsscuons, L 2 0008 not Bpoly. or mortgans intsmst paid,
acquston of chardonment of ssoured propery, sanceliation of deot, contrizudions toran individual retirement arangsment JRA), and geremly, payments
oihar than imtarsst and dividends, wou s not squired o sign the cadtiication, but you must prowde your comect TIN, Sea the irsimichons for Fart 11, later

semet Trustee signs here. saes. Make sure to date

Hera | us person»

1 -




My Community

Connect. Learn. Grow.

&

Sign up for Members-Only
Webinars!

Learn from the Experts with Specia
Guests!

\ A
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Learn More & Continue the Conversation in My Community

— Click Link in Video Description to Join Instantly!
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