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The Peter Thiel Roth Strategy — $1,700 to $5
Billion, Tax-Free

In 1999 Peter Thiel used $1,700 of his self-directed Roth IRA to buy 1.7 million shares of PayPal,
then a pre-revenue startup, at $0.001 per share. When PayPal was acquired by eBay in 2002 for
$1.5 billion, Thiel’s Roth position was worth approximately $28.5 million. He rolled the proceeds
into other early-stage private-company positions inside the same Roth wrapper — including an
early Facebook investment. By ProPublica’'s 2021 disclosure, that same Roth had grown to
approximately $5 hillion, held tax-free under the Roth wrapper. This is the practitioner
walkthrough of how it worked, why it was legal, and whether any part of it is replicable today.

“A Roth is a tax-free lottery win, after it compounds.”— Phil Baratelli, Baratelli Institute - Roth
flagship editorial

Snapshot: 2026-06-30 - Sour ces. ProPublica “Lord of the Roths’ (2021), PayPal S-1, eBay 10-K
(2002).

The math

The arithmetic of the tax-free lottery win
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Year Event Roth balance / value

1999 Thid contributes $1,700 to a $1,700
self-directed Roth IRA. Uses
proceeds to buy 1,700,000 shares
of PayPal at $0.001 per share.

2002 eBay acquires PayPal for $1.5B. ~$28,500,000
Thiel’s Roth-held PayPal stakeis
worth approximately $28.5M at
closing.

~2004—2005 Roth proceedsrolled into early —
Facebook investment (also within
the wrapper) and other early-stage
private positions.

2021 ProPublica“Lord of the Roths” ~$5,000,000,000
discloses Thiel’ s Roth balance at
approximately $5B, entirely
untaxed under the Roth wrapper.

The multiplier: $1,700 becoming approximately $5,000,000,000 is a return factor of roughly 2.9
million times — and every dollar of it isinside a Roth wrapper that shields it from federal income
tax on both the growth and the eventual distribution. That is what the wrapper is capable of when it
holds a founder-level position that goes right.

Why it worked

The specific play, walked

Step 1 — The self-directed Roth. A standard brokerage Roth IRA at Fidelity or Vanguard cannot
hold private company stock. A self-directed Roth IRA (SDIRA), held at a specialist custodian like
Equity Trust, IRA Financial, or the several dozen other custodians licensed for the purpose, can
hold private stock, private partnership interests, real estate, and other non-traditional assets. Thiel
opened a self-directed Roth for this purpose in 1999.

Step 2 — The founder-Roth purchase at fair market value. The Roth used its $1,700 to
purchase 1,700,000 shares of PayPa at $0.001/share. At the time of purchase, PayPal was a
pre-revenue startup and the outside seed round was priced at a vauation consistent with
$0.001/share. The purchase was contemporaneous with outside seed financing at the same price,
which is the strongest possible fair-market-val ue defense.

Step 3 — The wrapper held the position through the eBay acquisition. Between 1999 and
2002, PayPal took outside financing at successively higher valuations. Thiel’s Roth-held PayPal
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shares appreciated with each round. When eBay acquired PayPal in 2002, the Roth received the
acquisition consideration — ~$28.5M — entirely inside the wrapper, with zero tax attaching to the
gain.

Step 4 — Subsequent Roth rollover into Facebook. The Roth's acquired capital was then
deployed into other early-stage private positions, most notably Facebook. Because the transactions
occurred inside the Roth, no tax attached at any intermediate step.

Founders Fund inside the wrapper

What is publicly known, what is disclosed by law, and what is
inference — the three disclosure layers

The 2021 ProPublica disclosure snapshot at approximately $5 billion is a historical reading, not a
current mark. Between 2005 and 2021 Thiel co-founded Founders Fund and became one of the
earliest ingtitutional investors in SpaceX, Palantir, Airbnb, Stripe, and dozens of other privately
held companies. Public commentary routinely conflates three very different disclosure layers when
it discusses what Thiel’s Roth might hold today. The rigorous read separates them.

Layer 1 — the ProPublica window (June 2021). ProPublica’'s “Lord of the Roths’ article
(Eisinger, Ernsthausen, Kiel; June 24, 2021) reported an aggregate Roth balance of approximately
$5 billion as of 2019, sourced to leaked | RS Form 5498 filings — the annual account-value report
that IRA custodians file. This is the only publicly documented view into the wrapper’s aggregate
valuein its 25-year history. Form 5498 reports the account’ s year-end fair-market value; it does not
itemize the underlying holdings. Everything the outside world knows about the Roth’s size tracesto
this one |eaked-data window, mid-story.

Layer 2 — SEC-filing disclosures. When a portfolio company like SpaceX becomes an SEC
registrant, the S-1 (and subsequent 10-K) must disclose “beneficial ownership” of 5%+ holders and
all officers and directors under Item 12 / Regulation S-K 403. That disclosure names fund entities
— e.g., “Founders Fund V, L.P.,” “Founders Fund VI, L.P.,” grouped with the general partner —
and their aggregate share count. It does not disclose the LPs behind those fund entities, and it does
not disclose the tax-wrapper location (Roth vs. taxable vs. GRAT vs. foundation) of any LP's
underlying interest. An SEC filing walks up to the cap-table layer and stops. It cannot reach the

wrapper.

Layer 3 — the wrapper attribution. Whether Thiel’s LP interest in a specific Founders Fund
vehicle is held inside his Roth, inside a taxable account, or inside another wrapper is neither
publicly filed nor publicly filable. Founders Fund's LP register is a private document between the
genera partner and its LPs; it is not attached to any securities filing. Any statement in the press or
in industry commentary about the size of the SpaceX-through-Roth slice is inference layered on top
of Layer 1 (the $5B ProPublica anchor) and Layer 2 (what Founders Fund entities hold at the
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cap-table layer). It is not disclosure.

The practitioner point. The Peter Thiel Roth is not a single 1999 story frozen in time. It is a
wrapper that has held multiple sequential founder-scale positions over 25+ years — PayPal into
eBay, then Facebook, then Founders Fund LP interests into the pre-1PO venture stack including
SpaceX, Paantir, Airbnb, and others. Each wave of realizations compounded inside the wrapper
untaxed. The 2021 $5B ProPublica figure is the only documented data point, and it is a mid-story
mark. Reasonable inference — not disclosure — is that the current mark is materially higher,
potentially by an order of magnitude, driven by Founders Fund's SpaceX position and by other
pre-1PO realizations. The specific number is not, and under current disclosure law will not become,
publicly documented.

The disqualified-person question, revisited. Every subsequent private-company purchase inside
the Roth had to pass the same 84975 timing test that the 1999 PayPal purchase passed. For
Founders Fund investments, the analysis turns on whether the Roth’s LP interest was purchased at
outside-financing pricing at a time when Thiel was not a disqualified person with respect to the
underlying portfolio companies. Founders Fund’'s general partner structure and the
L P-interest-purchase mechanics matter to this analysis. This is where practitioner-level counsel
becomes non-optional; the family-office-scale Roth strategies that get discussed on the SDIRA
custodian circuit almost always turn on subtle structuring points that either preserve or destroy the
84975 defense.

The statutory guardrails

84975 prohibited transactions — the entire game

IRC 84975 defines a set of “prohibited transactions’ that, if engaged in by a “disqualified person”
with respect to the IRA, disgualify the entire IRA and trigger immediate distribution and tax on the
whole balance. The rules are strict, they are not curable, and they are the single largest risk to any
founder-Roth play.

The key statutory guardrails are IRC 84975 (prohibited transaction rules) and the
disqualified-persons rules that flow from 84975(e)(2). Thiel's 1999 purchase was defensible
because PayPal was pre-revenue at the seed round, the Roth transaction was contemporaneous with
the outside seed financing, and Thiel was not yet a 84975 disqualified person with respect to
PayPal at the time of purchase. The fair-market-value defense at that specific point in time is the
entire play.

Practitioner note: The specific timing question is whether the founder is a “disqualified person”
with respect to the company at the moment of the Roth’s purchase. Under 84975(e)(2), a person
becomes a disqualified person with respect to an IRA-held entity generally once they hold 50% or
more of voting power or 50% or more of ownership by value, either directly or by attribution. A
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founder who launches a company simultaneously with an outside seed round and whose Roth
purchase is at the seed-round price can, with careful structure, avoid disqualified-person status at
the moment of purchase. The subsequent growth of the position — even if the founder ends up
controlling the company — does not retroactively make the original purchase a prohibited
transaction, because the timing test is applied at the moment of the transaction.

Thisis not a replicable move for most founders. The Thiel play worked because of the specific
1999 facts: a co-founder purchase at outside-financing pricing, no prior founder position that would
have made him a disqualified person, and a Roth wrapper that could hold the private stock.
Founders who wait until after the seed round to attempt the play, or who fund a company primarily
with their own capital before setting up the Roth structure, or who use a Roth after they aready
control the entity, generally cannot replicate the Thiel outcome without triggering 84975 exposure.
Thisiswhy coordinated tax counsel matters.

The 2021 legidlative response

What Congress tried, and what it means for the play going forward

After the ProPublica disclosure in 2021, the Build Back Better Act (H.R. 5376) proposed severd
new limits on large IRAS, including a $10 million cap on total IRA balances above certain income
thresholds and a prohibition on IRA investment in certain private-placement securities requiring
accredited-investor status. The provisions did not pass in the enacted Inflation Reduction Act of
2022, but they remain a legislative marker — the Congressional response to Thiel-scale Roth
outcomes is on the table and could recur.

The practitioner implication is not that the play is gone. It is that a founder considering a
self-directed Roth position in their own pre-revenue company today should assume that Congress
may retroactively limit the wrapper’ s use for large accumulated balances, and should coordinate the
structure with counsel who can defend the timing of the purchase against a 84975 audit and a
potential future legidative constraint.

Where thisfitsin the broader Roth conversation

Cross-references

Thewrapper mechanics: Self-Directed IRA — the mechanics and the traps.

For non-founders: Backdoor Roth and Mega-Backdoor Roth covers the routes for high earners
above the direct-Roth phase-out.

The coredecision: Traditional vs Roth walks the framework for the taxpayer who is not deploying
founder equity into awrapper but is choosing between deductibility and tax-free compounding.
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The applied companion: Estate Planning Decoded and Tax Strategy Decoded (paid flagships)
carry the applied case work.

Educational reference. Not tax, legal, or investment advice. Consult a qualified professional for your
specific situation.
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