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For purposes of our discussion, any reference
to “IRA” generally includes:
Individual Retirement Accounts (Traditional &
Roth), SEPs and SIMPLEs

The following presentation is for educational purposes only
and is not intended as tax, legal or financial advice for any
parties in attendance. The views expressed are those solely of
the presenter and not a representation of any organization.



IRA prohibited transactions

* Borrowing from the IRA

* Pledging assets as collateral

— Portion used as security will
be deemed a distribution
and taxable

* Life insurance

Investment in collectibles
— Artwork, rugs, stamps,
gems, metals, antiques

* Transaction with disqualified
persons
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Who is a “disqualified person”?

* Family member (descendent/spouse/parent)
* Any fiduciary, includes account holder

* Any service provider

* Entity owned 50% or more by any of the above
* Officer/director/10% owner of such entity
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Transactions with “disqualified persons”

* Fiduciary conflicts
— Exercising authority over IRA administration
— Exercising authority for a fee
— Exercising discretionary authority over management

* Lending of money
— Indirect use of assets to benefit family member or account holder

* Furnishing goods or services

e Sale, exchange or leasing of property
— Interest in other persons (business partners, in-laws, siblings)
— Buying for personal use (present or future)
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How to prevent a possible Prohibited Transaction:

* Account pre-acceptance
— Asset breakdown upon transfer/funding prior to acceptance

* 5498 report from operations
— Detail of asset type, valuation, last price

* Automated pricing update form
— Stale price beginning at 11 months

* Amendment account acceptance
— Change in market value substantial
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What to look for with possible Prohibited Transaction:

* Transaction with a disqualified person

— Account owner, family member (spouse, lineal descendent, and
any spouse of a lineal descendent)

— Ownership of desired investment, position at such entity
— You should not sale, lend, furnish, transfer, or lease any interest
or property held within the IRA to the persons described above
* Radio advertisement
— Buy gold and silver
— Buy real estate

* Checkbook IRA LLC

— Shares of LLC held in IRA, opens checking account in name of
LLC, signs the checks accordingly



Compliance and Audit

* Account pre-acceptance
— Asset breakdown upon transfer/funding prior to acceptance

* 5498 report from operations
— Detail of asset type, valuation, last price

* Automated pricing update form
— Stale price beginning at 11 months

* Amendment of account acceptance
— Change in market value substantial



Potential consequences

* To the custodian/trustee
— 15% excise tax with 100% additional tax if not corrected
— Reputational risk
— Obligation to correct transaction

* To the accountholder

— Loss of tax qualification first day of year in which prohibited
transaction occurs

— Entire IRA is taxable



Unique assets

Real estate
— Personal use, or use by disqualified person

Private notes
— Potential for self-dealing

Oil and gas

U.S. gold coins in one, one-half, one-quarter, or one-tenth
ounce, or one-ounce silver coins minted by the Treasury
Department. It can also invest in certain platinum coins and
certain gold, silver, palladium, and platinum bullion.
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Why NOT in my IRA?

* Valuation
— Current standard of valuation, appraisal value, independent

Liquidity Issues

Required Minimum Calculation and Payment
— Under or over valuation

* Sweat Equity
UBIT/990-T Excise
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References/Research/Credit

* Natalie Choate, Life and Death Planning for Retirement
Benefits

* American Bankers Association Professional Development

* Code section for reference 408 prohibitions, 4975 prohibitions,
PTE 91-55, DOL Adv. Op. 2001-10A, 2009-09A, 2006-01A

* Ascensus Ascend, varied materials

°* WWW.Iirs.gov
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Questions/Comments
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DISCLOSURES

©2018. Frost Investment Services (“Frost”) is a registered investment advisor. The information
contained herein is not intended to be, and does not constitute, investment advice. Investment advice
can be provided only after the delivery of Frost's disclosure brochure and brochure supplement (Form
ADV Parts 2A and 2B) once a properly executed investment advisory agreement has been entered into
by the client and Frost. A copy of our current written disclosure statement discussing our advisory
services and fees is available for review upon request. This information is also not intended to be, and
does not constitute, tax, accounting or legal advice. Please consult the appropriate professional for
advice specific to your situation.

All investments are subject to risks, including the risk of loss of invested assets. Past performance is not
an indicator of future results. It should not be assumed that any of the account types, securities
transactions or holdings discussed herein were or will prove to be profitable, or that the investment
recommendations or decisions we may make in the future will be profitable or will equal the investment
performance of the information discussed herein. Asset allocation and/or account selection cannot
ensure a profit nor protect against a loss.

This presentation reflects the opinion of Frost on the date written and is subject to change at any time
without notice. Due to various factors, including changing market conditions, rules and regulations, the
content may no longer reflect our current opinions or positions. Any market observations and data
provided are for informational purposes only. Where data is presented that is prepared by third parties,
such information will be cited, and these sources have been deemed to be reliable. However, Frost does
not warrant or independently verify the accuracy of this information. Frost and any such third parties are
separate and unaffiliated and are not responsible for each other’s policies, products or services.
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