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IRA Non-Recourse Loans

Matt Allen
Director of IRA Lending
North American Savings Bank

www.iralending.com

NORTH
g% AMERICAN

SAVINGS BANK, rs.»
I RESIDENTIAL LENDING




Overview

* What are the advantages of using debt
financing to buy real estate within an IRA?

 How can | get a non-recourse loan to buy
real estate in an IRA?

* What are the guidelines and parameters
for an IRA Non-Recourse loan through
NASB?
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Advantages of Using Debt-
Financing with a Self-Directed IRA

* All net proceeds go back into the IRA tax free.

* Leveraging your IRA allows for larger gains in
your retirement account!

* You can diversify your retirement with
tangible assets such as real estate.
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Why a Non-Recourse Loan?

* Publication 590 (pg. 47 www.irs.gov) states
that you “can not use an IRA as security
for a loan”.

* This only leaves one option

* Most banks don’t offer this type of loan
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Q: What Is a Non-Recourse
Loan?

A non-recourse loan is one in which the
IRA/SEP account holder is not personally
liable for repayment of the loan.

dThe security instruments allow no recourse
against the individual account holders or the
balances of your IRA/SEP funds.

dIn the event of default/foreclosure the lender
can only recover the property and your
equity.
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Q: Who is eligible for a Non-
Recourse Loan using their IRA
to purchase rental/investment

properties?

 Anyone who has at least 30%-40% of
the purchase price vested in an
IRA/SEP/LLC has the opportunity to

buy rental properties using a non-

recourse loan.

NORTH
g‘é AMERICAN

SAVINGS BANK, rs.»
RESIDENTIAL LENDING




Q: What are the minimum down
payment requirements?

Single family homes- 30%
2-4 Units- 30%
Condominiums- 40%
Multi-Family (5+ Units)- 35%
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Q. How is title taken?

 Purchase contract, title work, and
insurance must be in the name of the
IRA.

“PENSCO Trust Company, Custodian, FBO
Joe Smith, IRA”
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Q. How long does it take to get a
loan?

Q: What Is the Processing Timeframe
for a Non-recourse Loan?

If the IRA Account Holder has already
set up their IRA/LLC, we can typically
close in 30 days.
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Q: What Type of Loan Programs
Are Avalilable?

NASB offers a 5 Year ARM or 30 Year
Fixed Option. These are both principal
and interest payments.
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Cash Out Refinance

The funds are distributed back into the
IRA. This allows the account holder

the option to purchase other assets
within their self-directed IRA .
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Property Eligibility

Single family residential

warrantable condo’s (100% complete, 33% or more
sold, and HOA turned over by developer)

puds/townhomes

duplexes

4-plexes

multi-family (5 or more units)

commercial property: including retail, warehouses,
and office buildings. NORTH
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Ineligible Properties Include:

Residential with large acreage
Raw land

Farms

Manufactured or log homes

Non-warrantable condos (Most condo conversions
and less than 100% complete)

Hotels, condo-hotels

Co-ops, Timeshares

Senior or assisted living facilities
Non-franchise restaurants
Entertainment properties
Mini-storage NORTH
AMERICAN

SAVINGS BANK, rs.»
RESIDENTIAL LENDING

NA



Q: What Are the Income
Requirements for Rental
Property?

dThe financed property must generate

sufficient net operating income to exceed
debt service payments by:

v Break even for Single Family Homes

(Less then 10% or negative cash flow is
acceptable with sufficient reserves on SFR)
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Debt Service Coverage Ratio
Example (200k Property)

 Gross annual income

Rent ($1,400/month x 12)= $16,800
1.Vacancy (7% x GAl) $-1,176
2. Taxes $-2,500
3.Insurance $-800
4 .Maintenance ($420/unit) $-420

5.Management Fee (6% x GAI) $-1,008
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Net Operating income = $10,896

Annual Principal & Interest $11,177
(Based on 140k loan at 7%)

» Net Operating Income/ Annual P & |

»$10,896/$11,177 = .97 DSCR
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Properties May Be Held in a:

1. Self-Directed IRA
2. LLC

3. Self-Directed 401(k)
4. C- Corporation
5. Partnership
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Documentation Required for Loan Approval:

1. Completed loan application/checklist

2. Most recent asset statement verifying IRA assets for
purchase and reserves

3. Purchase/sales contract.

4. Acceptable real estate appraisal for the property to be
financed. The appraisal must be ordered directly by nasb.

5. Copy of drivers license

6. Documentation from the IRA custodian/administrator
needed for closing.

7. Homeowners insurance should read the IRA/LLC as the

insured.
* Documentation and guidelines can be found at
www.iralending.com NA NORTH
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We now have a new blog page
and a Top 12 FAQs podcast
available online!

www.Iralendingblog.com

10 Minute Podcast is on our
www.iralending.com site.
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Who are we?

North American Savings Bank
1-(866)-735-6272

www.iralending.com
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Improve Your Financial Fortune!

Why Limit IRAs and 401(k)s
to the Stock Market?

-

PENSCO 2008 Mini-Symposium Series

Join us for a 2-day industry-leading event for professionals and experienced
investors and learn how to prosper from little-known IRA investment strategies.

Sponsorship Opportunities Available:
EQERG 1!3;5'- (E;|I$y?\lr‘ékLNYEOJO AT Contact Robyn Levin at 415-690-9990 or at

May 22-23 - Dallas, TX robyn@robynlevin.com for more information on sponsoring a

Sept 25-26 - New York, NY Mini-Symposium.
Oct 23-24 - San Francisco, CA

Nov 20-21 - Fort Lauderdale, FL For more information, go to:

www.penscotrust.com/symposium/mini_symposium.asp
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Self-Directed Investing

Upcoming Advanced Education Sessions:

m Portland, OR

Date: April 29, 2008

Time: 8:00am - 5:00pm

Venue Information: Red Lion Hotel on the River, 909 N. Hayden Island Drive Portland OR 97217, 503-283-4466

For more information, contact this region's Business Development Officer, Kathy Holcomb at kathy.holcomb@pensco.com.

m Boston, MA

Date: May 6th, 2008

Time: 8:00am - 5:00pm

Venue Information: University of Massachusetts Club, 225 Franklin St., 33rd Floor, Boston, MA 02110, 617.287.3030, www.umassclub.com
For more information, contact this region's Business Development Officer, Rob Spalding at rob.spalding@pensco.com.

To register and for more information, please visit the
Events section on our website at:
www.penscotrust.com/events
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Next Month’s ‘Wednesday Webinar’
May 7, 2008

Private Money Investing With Your IRA

Register Online At:
penscotrust.com/events/WebAndTeleseminars.asp
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Missed Previous Webinars?

Listen to recordings and

download the corresponding presentations by going to:
www.penscotrust.com/education/webandaudioconferences.asp

MISSED THE LAST “WEDNESDAY WEBINAR'?

CLICK HERE FOR STREAMING AUDIO AND
COORDINATING HANDOUTS OF PREVIOUS WEBINARS.
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eBook
Get the Answers to Investors’

Top 50 Questions on Investing with a
Self-Directed IRA!

Go to: http://www.penscotrust.com/education/pdfs/Ebookweb.pdf
Or click on the eBook icon on the right side of any page at www.PENSCOTrust.com.

Get Started CD

This interactive CD for your computer gives you the quick overview
of the references needed to self-direct your IRA and helpful direct
links to the web pages at www.PENSCOTrust.com.

Please email takecontrol@pensco.com to request one.
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For More Information:
Call: Business Development Center

860-818-4IRA(4472)
Email: takecontrol@pensco.com
Website: www.penscofrust.com

PENSCO Trust does not provide investment, legal, tax or other advice. We do our best to understand and educate about building wealth through self-directed IRAs.
However, you are advised to consult your own legal and tax advisors for specific guidance regarding your investments. This document is for educational purposes only.
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