


Disclaimer



• 4 Key Points to Consider When Using a Solo 401(k)

• Do I Need an LLC to have a Solo 401(k)

• What are the Qualifications

• What is a Side-door Solo 401(k)

• Increased Contribution Limits for 2022

• UDFI Tax

• Contribution Deadlines: Rules, Steps, and Strategies



• The IRS calls it a “one-participant” plan; it is also known as an
“owners-only” plan or a “solo” 401k plan.

• It is a qualified retirement plan that is exclusively for business owners
and their spouse; it combines the benefits of a typical 401k plan
without the complex administrative requirements of a large 401k plan
with other employees.

• Max of $61,000 per participant, with spouse could (potentially) do
$122,000.



The Solo 401(k) is an Employee Benefit Plan that is exclusively for business owners that have no employees besides themselves and a spouse.  The Plan is 
adopted by a company, not an individual, that has earned ordinary income from the sale of goods or services.

SOLO 401(k)

NOTE: The application is a two-step process. The client will first need to complete the linked application. Once the Solo 401(k) representative receives the 
KKOS application, the representative will then send Directed Trust Company’s application to the client pre-filled with their information.

SDIRA

Must be self-employed with no Full-Time Employees 
(besides yourself and a spouse).

Self-Employment not required – must have 
earned income to contribute.

Max Annual Contribution = $61,000.00, plus Max Annual Contribution = $6,000.00 ($7,000.00 
if over 50).

You can be the Trustee and Administrator – No 
Custodian required.

You MUST have a 3rd Party Custodian.

Can rollover most retirement accounts except Roth 
IRA and 401k with a current employer.

Can rollover existing retirement accounts

Can borrow up to $50,000.00 from the 401(k) it is 
called a Participant Loan.

Cannot borrow from the IRA.

Real Estate is NOT subject to UDFI Tax. Real Estate IS subject to UDFI Tax.

15% excise tax if prohibited transaction occurs. Entire IRA is distributed if Prohibited Transaction 
occurs.



SOLO 401(k) SDIRA

Client is Trustee and Plan Administrator. Client is Trustee and Plan Administrator. 

No Custodian is named. Directed Trust Company named as Custodian. 

Client goes to a bank of their choice to set-up a 
Trust Checking Account. 

Transactions will be made through an account 
held with Directed Trust Company.

Client has immediate checkbook control through 
their Trust Checking Account. 

Client needs 401k/LLC  to obtain checkbook 
control. 

Client is responsible for all record-keeping and IRS 
filings required of the plan (ie. 5500 EZ or 1099-
R**) 

Directed Trust Company handles all 
recordkeeping and IRS filings required of the 
plan. 

$150.00 Annually $350.00 for the 1st account, $250.00 for each 
additional account under the plan.

What is the difference 
between the two types of 
Solo 401(k) accounts that 

you offer?

Mat’s Blog Article: Self-Directed IRA Versus Solo 401(k)
Mat’s YouTube Video: When to Use a Solo 401(k) vs. A Self-Directed IRA
Mark’s YouTube Video: What is a Backdoor 401(k)?
Mat’s Blog Article: 4 Reasons to Ditch Your SEP IRA for a Solo 401(k)
Mark’s YouTube Video: The Rare Self-Directed Solo 401(k)

In addition to the fees mentioned above, KKOS will draft and bill the client to prepare the new plan documents.

– Full Service, attorney consult, plan documents and plan binder. 
– Plan Docs, plan binder. No attorney consult. 

Does the client already have a Solo 401(k) but it’s either out of date or it is a plan captive with a broker/dealer and you can’t self-direct? Restatement fee is $495.00.

Mat’s Blog Article: RMDs and Solo 401(k)s
Mark’s YouTube Video: 5 Reasons Why You SHOULD Use the Solo 401(k)
Mark’s YouTube Video: Can You Self Direct a 401(k)?
IRS Website: One-Participant 401(k) Plans

https://sdirahandbook.com/self-directed-ira-news/self-directed-ira-versus-solo-401k/
https://www.youtube.com/watch?v=PjgSUMHHXmw&feature=emb_title
https://www.youtube.com/watch?v=ZXrmOUKjIAo
https://sdirahandbook.com/self-directed-ira-news/4-big-reasons-ditch-sep-ira-solo-401k/
https://www.youtube.com/watch?v=fgyqvC_kkpQ
https://sdirahandbook.com/self-directed-ira-news/rmd-solo-401ks-three-quirky-rules-know/
https://www.youtube.com/watch?v=KVg6cEDdMI0
https://www.youtube.com/watch?v=eXWWg_zccE0
https://www.irs.gov/retirement-plans/one-participant-401k-plans


– The Administrator of the plan is required to file Form 5500 EZ with 
the IRS if their Solo 401(k) plan has a combined value of assets over 
$250,000.00.

– Issued anytime money leaves a retirement plan (account) or if a 
Roth Conversion occurs.

– Loan that allows account holders to take loan up to 
$50,000.00 or 50% of available plan balance. Interest Rate is Prime + 2%. The 
loan must be paid within 5 years and payments must be made at least 
quarterly.

– December 31st.
–

April 15th (can be extended by filing an extension)
– March 15th (can 

be extended by filing an extension)



• Self-Administer & Self-Trustee With No Third Party Custodian Required. Total
control with bank account control and investment authority in the hands of the
account owner.

• Greater Contribution Amounts. You can contribute more in a 401(k) than IRAs and
can have Roth account options.

• Loan Options. The account owner can access up to $50K via loan from their
account to themselves personally for business start-up or education expenses (or
any other personal expense).

• Leveraged Real Estate Investments. A 401(k)’s real estate investments may be
leveraged with debt with no UDFI tax.



$20,500, 2022



• The Self-Directed Solo 401k is only for business owners whose business has 

no other full-time employees other than the owner and spouse.

• A client may setup a new business at the same time they set-up the Self-

Directed Solo 401k.

• The business owner/client is the 401k plan Trustee and 401k plan 

Administrator.  Since there is no third-party custodian involved,  the 

business owner/client is responsible for properly administering the 401k 

plan.  We have a 401k maintenance service to help with these 

requirements.



• Since the only participants of this 401k plan are the business owner(s)
and their spouses, this plan is not subject to ERISA, which means
administering this 401k plan is much easier than that of a 401k plan
adopted by a company with employees.

• If your business eventually hires full-time employees, this 401k plan
will need to be amended; as presently written and approved by the
IRS, employees are not allowed to participate; in that event, the plan
would become subject to ERISA and administering it would become
much more difficult.



• Tax Reporting. Your 401k plan affords you the opportunity to make a
tax-free (Roth) or tax-deferred (Traditional) return/gain on your
investments, so generally, there is no tax return to file. However, if
your 401k plan makes certain types of investments, it may be subject
to UBIT Tax, in which case a 990-T tax return will need to be filed.

• Also, if your plan assets exceed $250,000 in a given year, your plan
will need to file a informational return known as Form 5500-EZ).



• You can rollover almost every other type of retirement account, such as an
IRA or a 401k with a prior employer.

• You should only complete a Direct Rollover / Trustee-to-Trustee Rollover;
you should not do a 60-Day Rollover as this will trigger a withholding of
20% of the amount that is to be rolled over.

• You cannot rollover a ROTH IRA to a ROTH 401k account.

• You cannot rollover a 401k account with an existing employer, unless you
qualify for and your plan allows for an in-service withdrawal (e.g. you are
59 ½, some plans 55).







• You can self-direct your 401k Investments into any investment allowed by law. All
investment assets should be held/vested in the 401k’s name. Examples of common
investments include.
• Real Estate (commercial, residential, raw land, notes/loans, etc.)
• Brokerage Accounts (stocks, bonds, and mutual funds)
• Precious Metals
• Crypto
• Private Companies (not s-corps)



$20,500, 2022



• Unlike a self-directed IRA, the self-directed solo 401k plan can obtain
financing/loans to leverage real estate investments tax-free, i.e., no
UDFI tax. IRC § 514 I (9)(C)(ii).

• However, any loans/financing obtained by the 401k must be non-
recourse, i.e., a disqualified person cannot personally guarantee the
loan, as that would be considered an Extension of Credit Prohibited
Transaction.



• A plan participant can receive a personal loan from their 401k up to $50,000 or 50% of
the plan participant’s account balance, whichever is less. (2020 rule $100K and 100%)

• The loan must be properly documented with a promissory note and an amortization
schedule.

• The loan must be paid back within 5 years, with limited exception; payments must be
made at least quarterly.

• The loan interest rate should be the prime rate +2% (currently 6.25% + 2% = 8.25%,
currently).

• The loan can be used for anything the account owner wants (such as start-up business or
education expenses) but must be paid back in full or the outstanding balance will be
considered a distribution.



• The participant must begin taking distributions from the Traditional
account of their 401k at the age of 72.

• The participant must also begin taking distributions from their Roth
account of their 401k at the age of 72. This is unlike a Roth IRA,
where there are no Required Minimum Distributions. You could of
course roll out the Roth 401(k) funds to a Roth IRA to avoid RMD.







• Open a New Solo(k) or IRA Account with Directed IRA, $50 Off. 

• Use promo code when completing your account 
application.

• Go to www.directedira.com

• You can call the office anytime Mon-Fri 8am-5pm, 602-899-9396

http://www.directedira.com/

