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Disclaimer

Entrust Arizona does not provide investment advice or 
endorse any products. 

�

All information and materials are for educational purposes 
only. All parties are encouraged to consult with their 
attorneys, accountants, and financial advisors before 
entering into any type of investment.



“An investment in knowledge 
always pays the best interest.”always pays the best interest.”

-Benjamin Franklin



The World is Flat! 



Take Notes

You do not want to misinform your clients & lose credibility

Your clients are seeking additional diversification . . . Provide 

�

Your clients are seeking additional diversification . . . Provide 
them with a solution and keep/strengthen the relationship

Your current custodian may not offer a TRULY self-directed 
retirement plan, but it doesn’t make it illegal or prohibitive



Custodian’s Role Within Self-Directed Plans

What They Don’t DoWhat They Do

IRS reporting (Forms 5498 
& 1099)1
Receive investment 

Do Not provide 
investment advice1

�

2
Receive investment 
income & pay 
investment expenses

3
Request all required 
documents to process 
transactions

4 Accept contributions & 
process distributions

2 Do Not sell or endorse 
investment products

3 Are Not regulators, 
nor do they “approve” 
transactions. No fiduciary 
responsibilities for client 
directed investments



Key concept #1

�

Private
CompaniesReal Estate Private Notes

/ Loans
Precious
Metals

Investment Control!



IRC Sec. 408 - Individual Retirement Accounts

An Individual Retirement Account (IRA)

��

IRC Sec. 408 - Individual Retirement Accounts

Requirements: An individual retirement account mean s a 
trust created or organized in the United States for the 
exclusive benefit of an individual or his beneficia ries…. 

What is it?



IRS Rules & Regulations:  What Investments Are Prohibited?

Collectibles & Life Insurance
• any work of art

• any rug or antique

• any metal or gem

��

• any metal or gem

• any stamp or coin*

• any alcoholic beverage

*Exception* 

US Government Minted Gold or 
Silver Eagle, Gold and palladium 
bullion



Diversification?

•Over $4.3 trillion in IRA assets in 2010

•Less than 1% is invested in alternative assets

•Over $16.3 trillion in Qualified Retirement Plans i n 2010

•Less than 3% is invested in alternative assets

����

•Less than 3% is invested in alternative assets

•The majority of those funds are invested in mutual  
funds with brokerage firms, but this
changing and more assets are 
shifting to tangible investments.



Diversify with Non-Correlated Alternative Assets

��



Examples of Alternative Investments

Trust Deeds and Mortgage NotesTrust Deeds and Mortgage Notes

Private PlacementsPrivate Placements

Rental PropertiesRental Properties

Tax Lien CertificatesTax Lien Certificates

Renewable EnergyRenewable Energy

Commercial PaperCommercial Paper

Venture Capital & Angel InvestingVenture Capital & Angel Investing

Private Equity FundsPrivate Equity Funds

��

Tax Lien CertificatesTax Lien Certificates

Limited Liability CompaniesLimited Liability Companies

Foreign Foreign &  Domestic Private Stock&  Domestic Private Stock

International Real Estate HoldingsInternational Real Estate Holdings

Raw LandRaw Land

Foreign Currency Foreign Currency 

Oil & GasOil & Gas

Private Equity FundsPrivate Equity Funds

Equipment LeasingEquipment Leasing

FactoringFactoring

Promissory NotesPromissory Notes

Hedge FundsHedge Funds

Gold, silver, platinum, orGold, silver, platinum, or
palladium bullionpalladium bullion

Managed FuturesManaged Futures



Key Concept #2

�	

LiquorAntiques Art Other

Prohibited Transactions



Prohibited Transactions: IRC Sec. 4975

An IRA cannot engage in any transaction (direct or indirect) with 
anybody or anything considered related to the IRA

Some examples of prohibited transactions 

between a disqualified person and an IRA are:

�
�


Selling, exchanging or leasing property 

Lending money or extending credit 

Furnishing goods, services or facilities

Two key points with IRAs and self-directing:

NO self dealing and NO personal use!



Prohibited Transactions: IRC Sec. 4975

Examples of Disqualified Persons:

•You and your spouse

•Lineal ascendants (and their spouses)

•Lineal descendants (and their spouses)

•Any fiduciary of the IRA 

����

•Any fiduciary of the IRA 

•Anyone providing services to your IRA

•Corporations, partnerships, trusts, or 
estates in which you  own, directly 
or indirectly, at least 50% 



• Your IRA lends you $10,000
Deal?

EƒEƒEƒEƒYour IRA lends your brother $10,000  

Deal?

����

Deal?

EƒEƒEƒEƒYour IRA lends your step-son $10,000 

Deal?

EƒEƒEƒEƒYour IRA lends your daughter-in-law $10,000 
Deal?



Advanced Concepts:  Taxes in an IRA

Unrelated Business Income Taxes (UBIT)
1) Active business income

Exceptions
dividend income
royalty income 
rental income
interest income

����

interest income

2) Debt financed income
non-recourse loans
minus expenses
$1,000 “gimmee”



Unrelated Debt Financed Income – What is UDFI?

1
The tax on the profit 
made from the borrowed 
funds

A tax imposed by the 
IRS which applies to 

����

2
IRS which applies to 
profit made on a debt 
financed transaction in 
excess of $1,000

UDFI does not apply if 
assets have not been 
debt financed for 
previous 12 months

3 Or if debt is owed by certain 
types of qualified plans such 
as 401(k)s

4



Frequently Asked Questions by Financial Pros (FP)

How are alternative investments valued on an annual basis 
and reported to the IRS?
How can a FP be compensated from clients who establish a 
self-directed retirement plan?
Can the FP have access to account information directly from Can the FP have access to account information directly from 
the Custodian?
What is the fiduciary duty of the Custodian and/or Advisor 
with a self-directed retirement plan?



Clients Seeking Comfort through Tangible Assets

Benefits to additional diversity via alternative investments
Utilizing retirement accounts helps overcome investment liquidity 
concerns
Reduced volatility from stock market daily fluctuations
Hard assets can help calm clients during turbulent timesHard assets can help calm clients during turbulent times
Clients are more willing to take investment risk with assets that are 
held in long-term accounts.  Cash hoarding still at high levels with 
non-qualified assets due to client fear and uncertainty
When Advisors satisfy client needs, find solutions for their concerns & 
provide comfort during uncertain times . . . The client relationship is 
strengthened and loyalty is maintained.



JP Dahdah, President
Entrust Arizona
20860 N Tatum Blvd #240
Phoenix, AZ  85050
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Phoenix, AZ  85050

480-306-8404 
EntrustArizona.com

Thank you for attending.  We look forward to servin g you!


