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Solo 401k Investment 
Rules –Private Placements
 DO’s:

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

o DO sign as Trustee of the Solo 401k

o 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)

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

 DON’Ts:
o DO NOT invest Solo 401k funds in your own business (or a 

business owned by a related/disqualified person) 

o DO NOT later sell the investment to an unrelated person

o 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
o There are relatively few limits on the types of 

investments that are permissible under a self-
directed 401k plan.

o 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
o Make sure the plan provider’s self-directed 401k plan 

allows for the type of investments that you are 
planning to make.

o 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



“No” - A Solo 
401k is excluded 

from the 
definition of 
"Employee 

Benefit Plan" in 
ERISA

Such an entity 
would generally 
include an LLC 

whose sole 
member is your 

Solo 401k

“Yes” - A Solo 
401k is subject to 

Section 4975 
(i.e., prohibited 

transaction rules)



“Yes” if the Solo 
401k owner is an 

accredited 
investor



….a Solo 401k is 
subject to 

Section 4975 (i.e. 
prohibited 
transaction 

rules).

“Yes” - While a 
Solo 401k is 

excluded from 
the definition of 

"Employee 
Benefit Plan" in 

ERISA…

Such an entity 
would generally 
include an LLC 

whose sole 
member is your 

Solo 401k



Check the box in 
front of “Other” 

and enter 
“Retirement 

Trust”

Uncheck the box 
in front of 

“Keogh” &



“Yes” – a Solo 
401k meets the 
definition of a 
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

 How to Complete 
W-9 Form for your 
Solo 401k



Learn More & Continue the Conversation in My Community 
– Click Link in Video Description to Join Instantly!
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