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A  C O M P L E T E  G U I D E

LEVERAGING YOUR 401(K)



Acquisition entrepreneurs and individuals seeking to 
purchase a business often explore various financial 
avenues. One unique funding strategy involves 
leveraging a 401(k) retirement plan for business 
acquisition. This method presents distinct advantages 
by bypassing traditional loans and retaining complete 
ownership. In this guide, we will explore the potential 
benefits and considerations associated with using 

your 401(k) to start or buy a business.

I N T R O D U C T I O N



Rollover for Business Startups (ROBS) is a financial strategy that 
allows entrepreneurs to use their retirement savings to fund a new 
business or purchase an existing one without incurring early 
withdrawal penalties or taxes. It involves three key parties: the 
entrepreneur, the existing retirement plan holding the funds, and 
the new corporation that will be created to facilitate the 
transaction. The process generally works by forming a new C 
corporation, creating a 401(k) plan for the new corporation, rolling 
over funds from an existing retirement account, purchasing stock 

in the new corporation, and operating the business.

UNDERSTANDING ROLLOVER
FOR BUSINESS STARTUPS (ROBS)



Using your 401(k) to buy a business can be an 
appealing option for several reasons:

Debt-Free Financing
Immediate Liquidity
No Collateral Necessary
Invest in Yourself
Easy Qualification

BENEFITS OF USING YOUR 401(K)
FOR BUSINESS ACQUISITION



While the benefits are appealing, there are significant risks 
and challenges to consider, such as putting your retirement 
savings at risk, the complicated process, and the lack of 
diversification. When acquiring a business, using your 401(k) is 
just one option. Other funding strategies that prospective 
business owners might consider include taking out a loan 
against the 401(k, withdrawing early, exploring Small Business 
Administration loan programs, considering traditional bank 

loans, and using personal savings.

DRAWBACKS AND
OTHER POSSIBLE OPTIONS



Leveraging a 401(k) for business acquisition presents both an exciting 
and complex opportunity. For the right individual, with the proper 
guidance, it can be a powerful tool to launch or acquire a business 
without incurring traditional debt. However, the complexity and 
potential risks necessitate thorough understanding, careful planning, 

and professional assistance.

In conclusion, using your 401(k) for business acquisition can be a viable 
option, but it's essential to weigh the benefits against the risks and 
consider alternative financing methods. Engaging with experienced 
financial professionals and conducting proper due diligence are crucial 

steps toward a successful entrepreneurial journey.

Are you considering using your 401(k) to finance a small business 
acquisition? Contact the experts at JoetheBusinessBroker.com for 

personalized guidance on how best to use your retirement savings.

C O N C L U S I O N


