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Notice

ANY TAX ADVICE IN THIS COMMUNICATION IS NOT INTENDED OR WRITTEN BY
THE SPEAKERS’ FI' RMS TO BE USED, AND CAN?!
OTHER PERSON OR ENTITY FOR THE PURPOSE OF (i) AVOIDING PENALTIES THA
MAY BE IMPOSED ON ANY TAXPAYER OR (ii) PROMOTING, MARKETING OR
RECOMMENDING TO ANOTHER PARTY ANY MATTERS ADDRESSED HEREIN.

You (and your employees, representatives, or agents) may disclose to any and all persons,
without limitation, the tax treatment or tax structure, or both, of any transaction

described in the associated materials we provide to you, including, but not limited to,

any tax opinions, memoranda, or other tax analyses contained in those materials.

The information contained herein is of a general nature and based on authorities that are
subject to change. Applicability of the information to specific situations should be
determined through consultation with your tax adviser.
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What is a SetDirected IRA?

A SeHlDirected IRA or SDIRA is an IRA that
designed to let the IRA holder invest in
alternative assets other than stocks, bonds a
mutual funds. They are like any IRA in regards
IRS Publication 590 in regard to contribution
distributions, rollovers and transfers
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Educational Accounts
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Investment Options in a SelDirected IRA

Investment
Real Estate

Private
Equity and

Debt

Precious
Metals
(certain
metals

types)

Peer2-
Peer
Lending

Secured
Promissory
Notes

Tax Lien
Certificates

Air ¢ Water
¢ Mineral
Rights

www.linkedin.com/in/selfdirectediravisionary
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Private Equity and Debt

Private Equity &

wAsset class has wls the fastest

traditionally growing asset
represented the class in the last
largest asset 3-4 years.
class. wAverage growth
wAveragings0- rate of 2550%

70%2 F { 5L w
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Private Equity and Debt Defined

Is an asset class Will generally be

consisting okquity made by a private

securities and debt In
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Reasons for Explosive Growth of Private
Equity and Debt

The 2008009 Global Market Meltdown

wHas left huge opportunities for the top private equity firms using leveraged buyouts
generating $ trillions in new equity and debt.

The Same Meltdown Resulted in Huge Losses for Investor Savings
Retirement Funds

wANd investor disillusionment with Wall Street investments and the move toward
diversifying in alternative asset classes.

SDIRA Industry Education and Growth Efforts

wAlong with industry mergers, acquisitions and bregis.

The Emergence of Crowdfunding and Crowd Finance

www.linkedin.com/in/selfdirectediravisionary James A. JonesSeltDirected IRA Investment Institute 11



What is Crowdfundingnd
Crowd Finance

Online Exchanges That Matches Investors (the crowd)
Investing Opportunities

Can be Equity, Debt or Peer Lending Based

Can Now Advertise and Solicit Accredited Investors but
yet NonAccredited Investors

Non Credited Investors can Invest in P2P or Marketplac
Opportunities

www.linkedin.com/in/selfdirectediravisionary James A. JonesSeltDirected IRA Investment Institute 12



Issues Associated with Private Equity
and Debt

12857 |2/001all0lii=la | wNot nearly the same potential problems as real
. estate other than not investing in an LLC owned
Transactions by more than 50% of a disqualified person(s).

SDIRA C_UStOdla wReview the subscription agreement (investment
COmpllance offering) but their internal policies vary greatly in

Reviews the time required.

=1 D) 270 @ [1s(0)8 2| wTimeconsuming 3step manual process of (1)
- opening the account, funding the new SDIRA
Processmg account via transfer or rollover, and (3) Directing

TimeS the Investment .

www.linkedin.com/in/selfdirectediravisionary James A. JonesSeltDirected IRA Investment Institute 13



Update on federal oversight and more
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Form 5498 Update
and
GAO Report
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Form 5498 Reporting Changes

A Form 5498: oncper-year disclosure form frortRA
custodian to IR&imilar to Form 1099 from custodian to IRA
owner)

I IRA contributions

!
I  Rollover contributions
I Roth IRA conversions
.
|

Required Minimum Distributions (if required)
Fair Market Value dRA
A9FFSOUADS uHunmpyY (g2 VS,
i MmplY CFANIJI YFIN]SO @I fdzS 2
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In 15a
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Government Accountability Office
(GAO) Report

A GAO commissioned by U.S. Senate Finance
| 2YYAOUGSS G2 €221 |0

A Preliminary report:

I 9000 IRAs worth more than $5 million (as of 2011)
i 314 IRAs worth more than $25 million (too low?)

A Final report:GAG15-16 (publicly released: 11/19/14)
entitteda Lw{ /[ 2dzZA R . 2f ausS!
Multimillion Dollar Accounts, but More
SANBOGAZ2Y FTNRY [/ 2y 3INB

= FAIRVIEW



GAO recommendations

Congresshould consider revisiting the use of
IRAS.Options

1) Thetypes of assets permitted IRAS

2) The minimum valuation for an asset
purchased by aiRA.

3) The amount of assets that can be
accumulated in IRAs and employer
sponsored plans that get preferential tax
treatment.

= FAIRVIEW



GAO recommendations

Internal Revenue Serviceshould consider enhancing
enforcement and awarenes®ptions

1) Improve IRS ability to detect prohibited transactions
O0SPIPE: aFdzt fte OZ2YLIALS Iy
5498 information).

2) More examination of asset valuation problems in
private equity and hedge funds investments.

3) Expand statute of limitations.

4) Help taxpayers understand compliance risks by public
outreach.

5) Add caution in IRS Publication 590.
g FAIRVIEW
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Why are IRAs so important?

A Approximately $12 Trillion Dollars in Qualified Plans right
now;

A Approximately $6rillion Dollars in IRAS;

A Second most popular account in households behind
checking account;

A Comprise a large percentage of personal wealth;
A Special income tax and estate tax considerations;
A Governed by federal and state law;

A Beneficiaries are determined by designation form provided
by the trustee/custodian.

Fowler White_Burn_ett. 1,



Laws Impacting IRAs or QRPs:

A Federal Law:
V Income Tax
V Estate Tax
V Distribution Rules
V Prohibited Transaction Rules
V ERISREA iiQRP
V Bankruptcy Law
A State Law:
V Intestacy Statutes (if no beneficiary designated)
V Equitable Distribution/Community Property Statutes
V Asset Protection Statutes/Bankruptcy (if opt out)
V Real Property Statutes (Statute of Uses)
V Business Entity Statutes (LLC, C Corp, etc.)
V Guardianship Statutes (Minors and Incapacity)

Fowler White_Burn_ett. 1,



What Else Governs IRAS:

A IRA Agreement:
A Beneficiary default language (estate versus surviving
spouse)
A Perstirpesversus per capita
A Payout options during lifetime and poshortem;
A Governing Law
A Arbitration clauses

A State and Federal Banking Laws

A Federal Securities Laws

Fowler White_Burn_ett. 1,



What Law Governs IRAS?

Federal Law:
A IRC8408 and8408Ac¢ Requirements
A |RC8401c¢ Distribution Rules
A IRC84975c¢ Prohibited Transaction Rules
A Other Tax Law Income Tax, Estate T&xZST
Bankruptcy Law
A Private Letter Rulings, Revenue Rulings, etc.

Fowler White_Burn_ett. 1,



IRC8408 and8408Ac¢ requirements:

A IRA custodians and trustees must be approved by the IRS;

A IRA agreements must be papproved by the IRS, and must
be updated for regulatory changes much like qualified plan:
whenever the government requires It;

A IRA agreements must contain certain standard language, b
may be customized for business purposes;

ALw! a8 N5 SAUKSRANBRHZSRE $QR

A Non-compliant custodians and trustees may have their

approval to administer IRAs revoked.

Fowler White_Burn_ett. 1,



IRC8401 ¢ Distribution Rules:
A Applies to both qualified plans and IRAS;

A Required distributions begin upon attainment of age 70 % by
the IRA Owner, or upon the death of the IRA Owner,
depending upon what happens first;

A Different rules depending on whether IRA Owner died before
age 70 Yz or after,

ASATFSNBY U Nzt S& RSLISYRAYy3I 2y
OSYSTAOAFNEE 2N y20T

A Different rules depending on whether the IRA is a Roth or not.

Fowler White_Burn_ett. 1,



IRC34975¢ Prohibited Transaction Rules

A Joint jurisdiction shared between IRS &L
A Originally written to govern qualified plans;

At NPEKAOAGA G(NIyalOiA2ya 0S¢
t SNR2Y &ET

A Prohibits seldealing;
A If transaction is deemed to be prohibited, IRA that holds

the investment or transaction can be deemed distributed
as of January 1st of the year the transaction occurred.

Fowler White_Burn_ett. 1,



Different Ways to Invest in Real Estate through an IRA

A Hold the real estate investment directlyg currently there is
a state law issue with holding diredttle;

A Hold the real estate investment through an LLC (preferred),
C Corp opartnership.

Fowler White_Burn_ett. 1,



A Few Basic Concepts Regarding Business Entities and IRAS

A An IRA is allowed to invest directly intg any t

ype of
business entityexceptl YV & { € OeRdz® NicaipA 2
rules,

A An IRA can loan funds to anyone or any business entity
other thana prohibited party,

AlyfiSaa f SOSNIISR Ay@SaidyYSyl
corporation, income will be subject t&BlTor UDFIby
virtue of running a business through an IRA

A Business Entities run by an IRA are subjectBlTunless
580 dzZlJ Fa F a/ & / 2NLI2NJF GA 2\
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Structural Considerations:

A Complexity of the transaction and nature of the
Investment¢ buy and hold versus rental property versus
development property

A Number of transactions
A Number of investors

A Liability and asset protection issues.

Fowler White_Burn_ett. 1,



Advantages of Using a Business Entity:

A Checkbook control by one of more of the managers of the
entity;

A Easier and less expensive to handle changes in ownership
of the investment

A Easier to involve additional investors
A Additional liability protection;
A More control.

Fowler White_Burn_ett. 1,



Disadvantages of Using a Business Entity:

A Checkbook Controt more chance of inadvertently
aOZ2YYAYy3IAtAyITe TFdzyRa

A More responsibility for the IRA owner

A More expensive; legal fees to establish entity, annual
report filings Fla$50); registered agent fee if necessary
(typically $200$300); filing fees for Articles of
Organization; possible state taxes (ex. Delaware franchise
or LLC tax).

Fowler White_Burn_ett. 1,



How Does This Work?

A The IRA owner hires an attorney to forammanager
managedLLC or other business entity

A The IRA owner sends the LLC Operating Agreement to the
IRA custodian for approval and sign off

A The IRA custodian signs the LLC Agreement as a member
(for example,IRA Custodialir.B.O John Smith IRA

A Once all of the documents are executed and filed with the
state, the manager of the LLC opens a checking account in
the name of the LLC

A The custodiarwires the amount of the investment to the
checking account for th&LC, and holdsnits of the LLC in
the IRA account.

Fowler White_Burn_ett. 1,



Who Can Invest in the Business?

A One IRA

A Multiple IRAs for the sam®wner (for example, Roth &
rollover);

A Multiple IRAs with different owners
A IRA owners and their IRAS
A IRA owners, their relatives, and their IRAS

A Any entity or person that wauld not be considered a
GRA&ldzZ f ATASR LISNBR2Y ¢ D

Fowler White_Burn_ett. 1,



Who is a Disqualified Person?

A The IRA owner
A The spouse, descendant ascendentof the IRA owney
A A spouse of a descendent of the IRA owner

A The trustee, custodian or other fiduciary providing services
to the IRA

A An entity at least 50% of which is owned (or at least 50% of
the beneficial interests held) by a combination of the abgve

A A 10% owner, officer, or director or highly compensated
employee of such an entity.

Fowler White_Burn_ett. 1,



It is a prohibited transaction to buy or sell directly between an
Lw! YR I &GRAAldzr f ATASR

Aa/l-Ry@dSauyYSyuéeg Aa Ll2aarotsS A
because one party is not buying from the other but merely
Investing in the same enterpriseDOL2000-10A);

A Although it is not 100% clear, it appears that if related
parties own more than 50% of the enterprise, then only
non-IRA money may be added by additionalvestment;

A Also, it is not permissible to use IRA monies to enable a
personal investment.

Fowler White_Burn_ett. 1,



Additional Prohibited Transactions:

A An IRAcannotinvest in a business entity in which the IRA
owner or other disqualified persons already own 50% or
more prior to investment by the IRA

A Example:
aNdP { YAUK g2dAd R ftA1S (2 AYyD
development company. His son owns 60% of the business.
This would be prohibited.

Fowler White_Burn_ett. 1,



Additional Prohibited Transactions:

A Assets owned by the business entity cannot be used for
personal use by the IRA owner or a disqualified person

A Example:
aNdP { YAGKQa Lw! KFa Ayg@gSadas
of the LLC. The LLC invests in residential property in a
country club community. A country club membership is
given with the purchase of the real estate. Mr. Smith
cannot use the country club membership personally.

Fowler White_Burn_ett. 1,



Additional Prohibited Transactions:

A The IRA owner or other disqualified person cannot receive a
personal benefit from the investment of the IRA in such an
entity.

A Example:

Susan Jones invests her IRAinan LLC. The LLC owns a rel
apartment in Tallahassee. Mrs. Jones has a daughter that
will attend FSU in the fall. Her daughter cannot rent the
apartment owned by the LLC, even at fair market value.

Fowler White_Burn_ett. 1,



Additional Prohibited Transactions:
Aa{é6SI0 SldAadeé 20KSNJ GKELEyYy Y

A Example:

The John Jones IRA, Tom Jones IRA and Susan Smith Jone
IRA own 100% of Jones Real Estate Investment LLC. John
and Tom rent a bulldozer and clear the land themselves.
This is prohibited because it is artificially inflating the return
In the LLC and therefore the IRAs. A third party would be
entitled to compensation for such work. Likewise, they
cannot pay themselves compensation for performing this
aSNWAOS 0S0OldzasS |ttt LI NIUASa
LISNRZ2Yy a¢c o
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Additional Prohibited Transactions:

A Funds cannot be commingled

A Example:

The John Jones IRA owns 100% of Teak Tree LLC. Teak Tre
LLC owns an apartment building. There is a plumbing leak
In the building. Mr. Jones pays the plumber on his personal
credit card and then repays himself from the LLC. This is
prohibited per se although there is no intended harm.

Fowler White_Burn_ett. 1,



Who Can be the Manager?

A The IRA owner or another investor who would otherwise
be disqualified can be the manager so long as there is no
compensation paid and the duties performed are

managerial in spirit, much as one would manage a stock
portfolio.

A If the IRA owns a minority interest in the business, some
professionals believe the IRA owner could be paidto
YFEYlF3S UK cablB2YNUAZ2ZY. 2F UGKS

A The safest route is to use a third party unrelated manager
for the business and pay a salary or fee.

Fowler White_Burn_ett. 1,



Other Considerations:

Aaz2ald GadlyRIFENRE [[/ FIANBSYS
membership in mindg beware of succession provisions,
compensation provisions, etc. because the LLC agreement
could inadvertently require actions that might be
considered prohibited.

Fowler White_Burn_ett. 1,



Other Considerations:

A'as 2F | G/ ¢ O22UBIBhANIDEBURMWI & A
require payment of income taxes by the corporation

A Income ' leveraged investments through a business entity
20KSNI OKIFY | da/ € O2NI1IZ2N) GA?2
extent that income is generated by debt, whether business
Income or passive

A UBTIland UDFlare taxed to the IRA itself proportionate to
the investment held by the IRA. IRAs are taxed at the trust

tax rate, which is the highest tax bracket.

Fowler White_Burn_ett. 1,



Distributions and Succession Planning?

A The types of investments just discussed tend to be illiquid
In nature and may be problematic if distributions from the
IRA are desired, or wheRMDscome in to play

A SincelRA interests pass by way of beneficiary designation,
some of the business succession planning needs to be
evidenced on the beneficiary form

A Without proper planning, the death of the IRA owner may
Inadvertently require a purchase or sale that may be
prohibited.

Fowler White_Burn_ett. 1,



Estate Planning, Retirement Planning and Business Succession
Planning Must be Coordinated:

A Estate Planning Addresses Various Aspects of Different Life
Stages

I Lifetime Planningg DPOAand distribution planning;
I IncapacityPlanningc DPOAand distribution planning;
I DeathPlanningg Beneficiary designation and

distribution planning.

Fowler White_Burn_ett. 1,



Without Proper Planning:

A The state you live in may decide who gets your assetsd
the outcome might surprise you

A In many states, if you divorce and then die without changing
your beneficiary designation, your egpouse will still inherit
certain assets

A Family members may fight over assets if your intentions are
not clear,

A Someone may end up in charge of your business that is
either inappropriate or incapable of management

A Uncle Sam may become a beneficiary of your estate (and
your retirement account).

Fowler White_Burn_ett. 1,



FinalThoughts:

A Be sure your IRA is being left to the beneficiary of your
choosing

A If you own a closely held business in your IRA, make sure th:
you have addressed management succession by way of usin
atrust,abuya St t | 3 NE S YSd}é(quallﬁeél ukK I
LISNBE2Y X 2N 42YS 20KSN) O2vy i

A If you are using an LLC or other form of partnership, be
certain that the standard provisions in the agreement are not
such as would force a prohibited transaction upon the death
of one of the members or partners.

Fowler White_Burn_ett. 1,
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41%
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Inside an

IRA
Vs.
Outside
Condos and | Single Family
Townhomes Homes
= Apples
Multi-Family
Residences And
Oranges
; GROWTH EQUITY GROUP Elizabeth Treboticly Growth Equity Group 54



UBTI and UDFI in an IRA

A UBTI is NOT prohibited in an IRA and does not risk the
tax-SESYLIG adl ddza 2F GKS Of A S
properly

A Basic definition of UBTI meets two factors:
A Is the income from an ongoing trade or business?
A Is the ongoing trade or business unrelated to the
tax-exempt (or taxdeferred) purpose



How Can an IRA generate UBTI?

A UBTI applies to some specific types of income
received within an IRA
A Full ownership of a pagirough business
A Use of IRA funds/assets to loan money to a
business where the loan terms contain a profit
percentage
A!'asS 2F Lw! TFdzyRa 02 aFt Al
sales volume rises to the level where the
properties are considered inventory
A IRA Publication 598 contains a complete list of income
types subject to UBTI when realized within an IRA



Debt-financed income can also
generate UDFI (Unrelated Debt
Financed Income)

A UDFI arises where the IRA purchases property partially
financed by debt
A While rental income received by thibe IRA is exempt
from tax reporting, the proportional part of the
Income is considered UDFI and is subject to current tax
A The prerata portion of expenses related to the debt
financed income would be netted against the
payments in determining taxable UDFI

_zz2 GROWTH EQUITY GROUP



NON-RECOURSE FINANCING

A LOAN SECURED BY THE REVENUE OF THE PROJECT THE LOAN INTENDS TO
FUND, AND NOTHING ELSE. THAT IS, NON-RECOURSE FINANCE DOES NOT
ALLOW THE BANK OR OTHER LENDING INSTITUTION ACCESS TO THE
BORROWER'S OTHER ASSETS IN THE EVENT OF DEFAULT.

§§ GROWT]‘I EQUH_Y G ROU P Elizabeth Treboticly Growth Equity Group 58



V3 LEVERAGE

ALL CASH PURCHASE 2 PROPERTIES WITH NON-RECOURSE LEVERAGE

Purchase Price £97.900 Purchase Price £1095,800

Amount Invested $97.900 $87,000
Har-Recourse Momtage £108.800

5 Rental Income

. Monthéy Gross. Rental Income
thiy Mon-Recourse Mongage

Monthly Met Cash Flow

Monthily Net Cash Flow

Yearly Met Cash Fow _ .
Yearly Met Cash Flow

Brireanal B wrinm § uss
Princioal Beduction J year e -

! Principal R
RiOlAsear (zern apprecation)

ROWyear (2ero appreciation)

o on 10yr market d on 10yr market

Total IRR per Year 12% Total IRR per Year

Elizabeth Treboticly Growth Equity Group 59



UDFMaxL & Qb NB © LcomplicatedQ i

Usingleverage in your retirement accounts
allows you to use all the standard real estate | A $97,900¢ 5% = $93,005

write -offs such as depreciation etc. A q o
StandardStraightline Depreciation: $93,005 / 27.5yr standard depreciation =

$3,382 Byr.

Takethe value of the asset and deduct the land
cost (5% is standard for a townhome)

Total Rent / income received for 1st yeat:1$640 The IRS cannot tax

a negative.
$11,640¢ [ S pr&end that a few years have gone by,
$3,382.00- Depreciation deduction rents have been raised, and that negative
$1,000.00- Standard deduction number has become a positive $1,000.

$2,925.10- Interest expense

o : UDFI Tax is only on the leveraged portion of
$1,908.00- HOA (which includes insurance)

your income. If you are 60% financed, $600 of

$1,344.00¢ Tax _ _ . thatthousand is subject to UDFI Tax a%d5
$ 300.00¢ Maintenance estimate for repainting
etc. b/w tenants 15% of $600 = a whopping $90

$ 936.00¢ Managementyr 1 at 86
A= -155.10

§§ GROWTH EQUITY GROUP Elizabeth Treboticly Growth Equity Group 60



tF 3aADA08T t NPKAOAGSR ¢NIXyal OQaAazy
Real Estate Investors

The IRS looks at
LOCAL FIRST!

IRSRed Flagin Real Estate within a SDIRA:
AG9EOSaaArA@dsSée Ct ALl
Aa. I O1el NRé wSydhl

A ANY personal affiliation outside of the IR

§ GROW“" EOUH_Y E |_'3.'3$' ) P Elizabeth Treboticlky Growth Equity Group 61
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SeltDirected IRA
Legal and Tax Problems
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Legal/Tax Problem #1

Prohibited Transactions

Oops! Your IRA is invalidated!

g FA I RV I EW Warren L. Bakeg Fairview Law Group, PS 64



t NEKAOGAGSR ¢ NITwoSke®AnANBIY :

A Type#Y a! dzi2YIl GAOE t ¢
I Financial interaction between SDIRA or SDIRA/LLC and a
cdisqualified persog 0 a5t € U
I Direct or indirecbenefitto a disqualified person

A Type#¥ G CARdzOAl NBE£ t ¢
i /2yFEAQG 2F AYyOGSNBald 60S06SSYy FARAzOA I N
i Adisqualified persondogmty SSR (12 0S Ay g2t SR 6So3d
girlfriend, etc.)

A If PT occurdRA deemed 100% distributed to IRA owner
as of the first day of the taxable year in which the PT
occurred,notwhen it is discovered. OUCH!
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Disqualified Person/Entity

Aa! dz02YIl 0AO¢ RAAIldzF £ A FA
I IRA owner (fiduciary) / Spouse of IRA owner
ilye2yS RANBOUTE& GdzLX 2N aR2 4\
I Entities 50%+ owned by a combination of the above people
I 10%+ owners and some employees of disqualified entities

AGS5SAODARSR f2elfiéé k 02
I Potential scrutiny in some situations

I Examples: siblings, nieces, nephews, friends, business
acquaintances

i ¢CNFyal OdAzya akKz2dZ R 0S a02YY!
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Recent Case Law Examples

A Peek v. Commissiona#ro0 T.C. No. 9 (May 9, 2013)

. Ellis v. CommissionarC Memo. 2013245 (October
29, 2013)

. Dabneyw. Commissioner.C Memo. 2014108 (June
5, 2014)

= FAIRVIEW



Peek v. CommISSION@ky 2013)

Peek
SDIRA
($309k)

Fleck
SDIRA
($309K)

= FAIRVIEW

Y

The setup (2001) The business purchase

FP Company Abbott Fire &
Safety

(newly-formed G
Corp)

Purchase Financed by

(1) $400,000from FP Co (via SDIRAS);
(2) Bank loan; and
(3)$200,000 sellefinanced Note.

Warren L. Baket Fairview Law Group, PS 68



Ellis v. Commission@ktober 2013)

The setup (2005) The Investment

,: 98%

2%

—

Used Car

@ Business

Leased real
property to CST

I T~

$9,754 to Ellis for serving as
GDSYSNYt al ylI

“ FAIRVI Ew Warren L. Bakeg Fairview Law Group, PS 69

@ LAW GROUP, PS

Unrelated
person
($6k)




Dabney v. Commission@lhe 2014)

2008 2009 2011

Dabney Undeveloped Dabney
SDIRA - SDIRA

Charles Schwab| Lesson: no custodian consent =| Charles Schwab
taxable distribution!

(1) Dabney reads online that IRAs can buy real estate

OHO 5l oySeé FAtta 2dzi aRAAUNROdziAZ2YE 7T
(3) Schwab wires funds directly to title company

6nov tNRLSNIeéQa alfS LINPOSSRa 6ANBR RA
(5) Schwab issues Form 1689n for 2009
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Legal/Tax Problem #2

Current Tax to IRA
(UBTI/UDFI)

What?! My IRA IBot growing tax free!
g FAIRVIEW Warren L. Baket Fairview Law Group, PS



Income that iIdax exemptto SDIRA

[Assumes that the types of income listed below did not resulting dieivt
financing(i.e., the IRA or IRA/LLC did not borrow money in order to increase

returns]

A Rent and sales proceeds from real property
Interest

Dividends from C Corporations

Sales proceeds from C Corporation stock

Royalties

o To Do Io Io

Income from the sale of property not held in the ordinary course of busines:
K AYOSYU2NE OADPSPET Y2ad GOl LIAGLI f

= FAIRVIEW



Operating Business Problems / UBTI

A If SDIRA or SDIRA/LLC earns income from an operating
business, income earnedusrelated business taxable
income6 Gd! . ¢LE€0O I OdzNNByuafteée

A Examples
I Real estate dealer / developer

I Direct equity investment into an already active business (if not C
Corp)

i W2AY U0 Ay@SadySyd Ayaz2z | ySg at
A Key question: what is the ultimate investment being made?
i A5A&83dzA ASR SljdzAiéé Ay LINRYAA&as:
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Active Business or Passive? KEY FACTORS

. Purpose of the property acquisition.

. Number and reqgularity of sales.

1
2
3. Subdividing / improvements.
4. Sales effort.
5
6

wSt A2y 2F FOGAGAGE

. Duration of ownership.

= FAIRVIEW



A

You may use the Chat function to ask questions, or email questions to
taxpreparer@straffordpub.com.

Strafford
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1ell us how we did!

<

After you complete a brief
survey of this program,
we'll send you a free $5
Starbucks Gift Card.

Look for our "Thank You'
email (which you should
receive shortly) for details
and the survey link!

Strafford



Thanks.

Pl ease join us for our next conference,
Exclusion Reporting and Other Tax Issues for Expat Workers- Navigating Tax
Treaties, Soci al Security Totalization Agr
scheduled on Wednesday, April 29, 2015, starting at 1pm EST.

Strafford Publications, Inc.
1-800-926-7926
www.straffordpub.com
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