n my last article, I introduced readers to

the idea of using a self-directed individual

retirement arrangement (IRA) to broaden
their retirement options. Using a self-directed
IRA is an idea new to most readers, so in this
article, I want to discuss some practical as-
pects of this retirement and investment strate-
gy. First, I will discuss the difference between
a typical and so-called self-directed IRA ac-
count and a true, self-directed IRA account.
Then, T will discuss a popular option of using
a limited liability company (LLC) in conjunc-
tion with a true, self-directed IRA.

A true, self-directed TRA custodian is an
IR A custodian that allows you to choose your
own investments. Now, it is true your current
IRA custodian may allow you to choose your
own investments, that is between an “Alpha
Fund” and a “Beta Fund,” but that is not true,
self-direction. With a true, self-directed TRA
custodian, you can invest in not only stocks
and mutual funds, but also, real estate, busi-
nesses, notes, and just about anything else
that interests you. You only have to avoid cer-
tain “prohibited transactions.” In general, a
prohibited transaction occurs when you use
IRA money to benefit yourself, or a close
relative, instead of your IRA account. The In-
ternal Revenue Code (IRC) also particularly
prohibits you from investing IRA funds in
collectibles, life insurance, and sub “S” cor-
porate stock.

It 1s easy to convert your current IRA ac-
count to a self-directed IRA account using a
true, self-directed custodian like Pensco, Ster-
ling Trust, Equity Trust, Entrust, or Sunwest
Trust, just to name a few of the most popular
ones. Once converted, the self-directed custo-
dian will actually do the investing for you, at
your direction, and hold all the acquired as-
sets in the IRA fund’s name, for your benefit.
You simply direct your custodian to make the
investments you want with your TRA funds.
The custodian needs to be paid for its time
so this investment procedure can be time-
consuming and costly, with routine transac-
tion fees.
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To save costs and gain even more control,
there is another additional option you may
want to consider. Set up an IRA limited li-
ability company (LLC). Make your IRA fund
the sole member of the LLC, and yourself as
the manager of the LLC. Once your special-
ized LLC is formed, direct your custodian to
invest your IRA funds in the IRA LLC. You
now have direct control of the IRA invest-
ment funds and need not filter every trans-
action through the custodian. Now, you can
write the investment checks yourself. Using
a LLC, eliminates the custodian’s oversight
and transaction costs.

Not so fast though. The TRA LLC is a spe-
cialized LLC in that it requires a specialized
operating agreement. If the operating agree-
ment is drafted correctly, courts will respect
your limited personal liability and the TRS
and Department of Labor (DOL) will respect
your intentions to use the LLC to make IRA
investments. Beware of using a standard LLC
operating agreement or even some of the
“canned” internet versions of so-called IRA
LLC operating agreements. Your LLC oper-
ating agreement should be written and scru-
tinized by competent legal counsel knowl-
edgeable about prohibited transactions and in
particular, IRC Sections 408 and 4975.

True, self-directed IRA accounts and

TRA LLC’s are not for everyone, but they
are options you need to know about so you
can make the right investment decisions for
yourself and your future retirement. Use due
diligence and seek out professional legal, ac-
counting, and investment advice before pro-
ceeding with setting up a self-directed IRA or
IRALLC.

The content of this article is not intended fo
create an attorney/client relationship between
the reader and this author nor is it intended
as specific tax, legal, investment or other ad-
vice concerning the reader§ particular fact
sttuation.

Doyle Weaver earned his Juris Doctor (JD)
degree from Regent University School of Law
in Virginia Beach, Virginia and is licensed
since 1991 in the Commonwealth of Virginia
and since 1997 in the State of Texas. He is the
owner of Weaver Law Group, P.C., a full ser-
vice law firm in Kerrville. Mr. Weaver is also
the host of the half-hour television program,
The Hill Country Lawyer, currently aired live
each Friday at 9:30 a.m. on local, KVHC
television station.

WEAVER LAW GROUP, PC.

830-896-3000

A FULL SERVICE LAW FIRM

843 Sidney Baker St., Suite 101 ¢ Kerrville, Texas 78028

A Professional Corporation

Doyle Weaver
Attorney At Law

www.kerrcountypeople.com



