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T h e  R e t i r e m e n t  I n d u s t r y  T r u s t  A s s o c i a t i o n  a n d  i t s  m e m b e r  f i r m s  e n c o u r a g e  
e a c h  i n v e s t o r  t o  r e v i e w  t h e  f o l l o w i n g  q u e s t i o n s  w h e n  c o n s i d e r i n g  a n  
i n v e s t m e n t .   B e c a u s e  o u r  m e m b e r  c u s t o d i a n s  d o  n o t  p e r f o r m  a n y  d u e  
d i l i g e n c e ,  t h e  q u e s t i o n s  h a v e  b e e n  d e s i g n e d  t o  h e l p  yo u  i n  yo u r  e f f o r t s  t o  
e v a l u a t e  t h e  s o u n d n e s s ,  p r u d e n c e  a n d  m e r i t  o f  y o u r  i n v e s t m e n t s .   P l e a s e  
n o t e  t h a t  t h i s  i s  n o t  a  c o m p r e h e n s i v e  l i s t  o f  q u e s t i o n s  b u t  s i m p l y  a  
s t a r t i n g  p o i n t .  T h e  a n s w e r s  t o  t h e s e  q u e s t i o n s  a r e  n o t  a  s u b s t i t u t e  f o r  
yo u r  o w n  d u e  d i l i g e n c e .   W e  a l s o  s t r o n g l y  e n c o u r a g e  i n v e s t o r s  t o  m a k e  
u s e  o f  L e g a l ,  T a x  a n d  F i n a n c i a l  A d v i s o r s  t o  s u p p o r t  t h e s e  e f f o r t s .  

How You Were Made Aware of  the Investment  

1 .  Does the sponsor/advisor use unprofessional or hard sell tactics in marketing presentations or materials? 

2 .  Does the sponsor/advisor pressure you to make investments quickly (i.e. time is of the essence)? 
 

A lw a ys  t a k e  t h e  t i m e  y o u  n e e d  t o  u n d e r s t a n d  a n d  e v a l u a t e  a  p o t e n t i a l  
i n v e s t m e n t .  I n  a d d i t i o n ,  w h i l e  l e g i t i m a t e  s p o n s o r s  o r  a d v i s o r s  m a y  r a i s e  
f u n d s  t h r o u g h  “ f r e e  l u n c h ”  o r  “ f r e e  d i n n e r ”  e v e n t s ,  k e e p  i n  m i n d  t h a t  s u c h  
e v e n t s  m a y  b e  u s e d  a s  a n  e n t i c e m e n t  f o r  y o u  t o  i n v e s t .  L e g i t i m a t e  s p o n s o r s  
a n d  a d v i s o r s  m a y  a l s o  s o l i c i t  i n v e s t o r s  f r o m  a  c e r t a i n  a f f i l i a t i o n  g r o u p  s u c h  
a s  e t h n i c i t y ,  r e l i g i o n  o r  a g e  b r a c k e t  ( i n  p a r t i c u l a r  s e n i o r s ) .    B e  c a u t i o u s  i f  a  
s p o n s o r  o r  a d v i s o r  u s e s  t h e  a f f i l i a t i o n  a s  t h e  r e a s o n  t o  m a k e  t h e  i n v e s t m en t ,  
r a t h e r  t h a n  r e l y i n g  o n  t h e  u n d e r l y i n g  m e r i t s  o f  t h e  i n v e s t m e n t  o r  t r u s t  i n  t h e  
s a l e s  p e r s o n .  

The Investment  

3 .  D o e s  t h e  i n v e s t ment contain unusually high interest rates or returns (look too good to be true)? 

4 .  Is the investment described as “safe” or “guaranteed”? 

5 .  Is the investment described as “IRA-approved”, “IRS-approved”, “custodian-approved” or “approved by 
any governmental agency”? 

6 .  Is the investment framed as having any tacit approval from a passive custodian, such as “exclusive 
provider for custodian x”? 

7 .  Does the investment claim to perform better than industry or market average for no apparent reason? 
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8 .  Does the investment claim to use “insider information” approaches? 

I f  yo u  a n s w e r  ye s  t o  a n y  o f  t h e s e ,  i t  s h o u l d  r a i s e  a  r e d  f l a g .   T h e  a d a g e  s a ys  
“ i f  i t  s o u n d s  t o o  g o o d  t o  b e  t r u e ,  i t  p r o b a b l y  i s ” .   T h e r e  i s  r i s k  i n  a n y  
i n v e s t m e n t .   C u s t o d i a n s  a n d  t h e  I R S  d o  n o t  “ a p p r o v e ”  i n v e s t m e n t s .   
I n v e s t m e n t s  m a d e  o n  i n s i d e r  i n f o r m a t i o n  m a y  w e l l  b e  i l l e g a l .   C h e c k  t h e s e  
i n v e s t m e n t s  t h o r o u g h l y  b e f o r e  p r o c e e d i n g .  

Background of  the Investment  Sponsor /Advisor  and 
Investment  Documentat ion 

9. Are you provided with biographies for the investment sponsor, principals and the advisor? 

10. Does the business experience or skills of the sponsor, principals and the advisor align with the 
investment strategy? 

11. Can you verify the credentials of the sponsor, principals and the advisor?  

12. Has the sponsor and advisor explained to you how they make money? 

13. Does the advisor ask for the purchase check to be made payable to them personally rather than to the 
firm or investment entity? 

14. Is the investment in good standing with the Secretary of State in the State of its location and does it 
follow any legal requirements for investments? 

15. Have you had the investment documentation (Private Placement Memorandum or “PPM”, subscription 
documents, periodic statements, etc.) reviewed by your professional legal or tax advisors? 

16. Does the investment documentation contain information on how the investment funds will be used? 

17. Does the business plan explain how and when the investment will attempt to become profitable and the 
timeline an investor can expect a return on their investment? Does it make sense to you, or is it being 
sold primarily on its promised returns? 

18. Does the investment documentation contain unreasonable capital call provisions (such as if the investor 
doesn't respond they lose the original investment)? 

19. Does the sales material or presentation of the investment match the nature of the offering documentation 
you are being asked to sign? 

20. If collateral is involved with the investment, are you able to determine that it has been properly secured 
for your benefit? 

M a k e  s u r e  t h e  I n v e s t m e n t  S p o n s o r  o r  A d v i s o r  p r o m o t i n g  t h e  i n v e s t m e n t  h a s  
p r o v i d e d  yo u  w i t h  i n f o r m a t i o n  s u f f i c i e n t  f o r  yo u  t o  d o  t h e  r e s e a r c h  ( d u e  
d i l i g e n c e )  n e c e s s a r y  t o  v e r i f y  t h e  e x i s t e n c e  o f  t h e  i n v e s t m e n t  a n d  t h e  
c r e d i b i l i t y  o f  t h e  i n d i v i d u a l s  i n v o l v e d .   I f  t h e y  s e e m  r e l u c t a n t  t o  p r o v i d e  i t  o r  
t o  a n sw e r  q u e s t i o n s  t h o r o u g h l y  ( s e e m  v a g u e  o r  e v a s i v e ) ,  t h a t  s h o u l d  r a i s e  a  
r e d  f l a g .  




