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NEW, IMPROVED PENSCO WEBSITE COMING IN AUGUSTNEW, IMPROVED PENSCO WEBSITE COMING IN AUGUST

are ready for i t  when launch t ime comes.  What wi l l  change most i s  our home page layout.  To log in,  you 
wi l l  now cl ick on the words “Log In” at the top r ight.  We did this  so that the center of our home page 
could be used for more t imely educational not ices – such as l inks to our most recently posted art icles,  
Tom’s blog posts,  and announcements of upcoming educational events.

The main menu i tems have also changed  -  in location and in content.  No longer down the left  s ide, they 
wi l l  be across the top, and wi l l  segment information more clear ly,  into categories such as PLANS, 
EDUCATION, INVESTING, PROFESSIONALS, INVESTMENT SPONSORS, and COMPANY.

What is  di f ferent about these categories?
Before, because we’ve focused solely on self-di rected IRAs,  al l  of our Plan information was lumped 
together under IRAs.  However,  we do – and have always – had the capabi l i ty of act ing as custodian for 
var ious other plan types.  Now al l  of the avai lable plan types wi l l  be clear ly consol idated and explained 
within our new PLANS sect ion.

Also, there are two whol ly new sections of the s i te,  dedicated to two of our key audiences: 
PROFESSIONALS and INVESTMENT SPONSORS. Having two new dedicated areas of the website wi l l  al low 
us to clear ly communicate to these readers how they might best use self-di rected plans,  alternat ive 
assets,  and our custodial  services to best help you, the investors,  as wel l  as grow their  own businesses.  
Our Education sect ion wi l l  s t i l l  be as robust as i t  now is ,  and wi l l  have al l  the favor i te elements such as 
our Ebook, and our Archive of Webinars.  However,  we wi l l  be expanding i t  to include external investor 
resources (f i rms that provide self-di rected IRA related services) as wel l  as helpful  test imonials  and case 
studies f rom you, our cl ients.   We hope that you enjoy the new s i te and that you wi l l  let us know which 
features are most important to you going forward. I t  i s  our goal to have the most informative and 
user-f r iendly s i te in the industry.  P lease feel f ree to let us know what you l ike, and more important ly,  what 
you would l ike to see. You may forward any website suggest ions to heather.anderson@pensco.com. 

This August,  we wil l  be launching a 
new, improved website.  Whi le the 
same comprehensive educational 
content that you are used to wi l l  
remain, the navigation by which you 
f ind i t  wi l l  be highly improved.  We 
have also ramped up production on 
the internal ‘ logged in’ sect ions of 
the website,  and wi l l  be rol l ing out 
further enhancements later,  such as 
automated payment schedul ing and 
other cutt ing edge features.  For now, 
we’d l ike to give you an introduction 
to the new menu i tems, so that you 
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provide a pro-rata basis .   I s  doing that OK?

A.  This  i s  a st raightforward quest ion that unfortu-
nately does not have a s imi lar answer.   Attorneys 
are conf l icted over the legal i ty of doing this  due to 
regulat ion IRC 4975.  The rule clear ly states that an 
IRA may not t ransact with an ent ity of which i t  
(along with the investments of any direct ly related 
persons or accounts of such persons) owns 50 
percent or more.   In your case, your IRA owns 65 
percent,  which would exceed the 50 percent l imit .   
There is  no provis ion to address fol low-on invest-
ments or capital  cal ls  f rom part ies or accounts that 
made init ial  investments,  i f  their  in i t ial  investment 
exceeds 50 percent of the ent ity ownership.

Pursuant to this  known omiss ion and expressed 
need from other cl ients,  I  recently contacted the 
Department of Labor to see what posit ion they 
would take.  The f i rst  person I  spoke to wasn’t sure, 
so he sent me to a senior person in the Off ice of 
Regulat ions and Interpretat ions.   The response I  
received was that this  scenario was under consider-
at ion and that input could be provided unt i l  
September 30th, after which they wi l l  decide on this  
i ssue.  Unfortunately,  that doesn’t solve the prob-
lem for those deal ing with this  quest ion today.  My 
advice would be to try to accommodate the 
matter by making a personal investment (not an 
IRA investment) to br ing in the necessary capital .   
Stay tuned as we wi l l  report on the outcome at the 
DOL.

 

The information presented within this  newsletter i s  

provided by PENSCO Trust for educational purposes 

only and is  not intended as,  nor should be rel ied 

upon as tax,  legal,  nor investment advice. Please 

seek profess ional guidance when making your own 

investment decis ions.  

Q.   I  have an LLC that was 
funded by my IRA and my 
fr iend’s personal funds.   My 
stake, through my IRA, is  65 
percent.    We purchased a rental  
property that we lease out that 
now needs repair .   Each of us 
needs to provide more capital ,  
which we understand we need  to

Over the past two years,  var ious regulators,  
including the FDIC, SEC, and IRS have expressed 
concern over the approach frequently marketed 
on the Internet cal led “Checkbook Control”.    
Essent ial ly,  the promoters emphasize what they 
feel  are attract ive features of the approach (e.g.,  
not having to deal with a custodian, potent ial ly 
lower custodial  fees,  and abi l i ty to act quickly 
when invest ing (by having access to the check-
book on the bank account holding your IRA assets 
within the context of an ent ity such as an LLC)).   
With good reason, the regulators are concerned 
about the f i rst  of these three reasons used to 
promote the product approach. 

Regulators don’t l ike the idea of the cl ient having 
direct access to their  ret i rement funds.   They 
bel ieve that more self-deal ing wi l l  go on (which 
creates prohibited transactions,  inval idat ing the 
person’s IRA),  or money laundering.  Of course, 
this  v iew is  consistent with the rules or iginal ly set 
up for IRAs,  which is  why the law requires that a 
legal ly author ized custodian or t rustee hold these 
types of ret i rement accounts.

Regulators know that custodians are more fami l iar  
with the prohibited transaction rules and that most 
custodians proactively inform cl ients of potent ial  
conf l icts before a transaction is  entered into, 
preserving the integr i ty of their  IRAs.

The concern has been so ser ious,  that in the case 
of one of our competitors,  the FDIC forced the 
custodian to rel inquish their  “checkbook” IRA 
accounts.   As a result  of this  act ion, many of our 
remaining competitors have ceased accepting 
s ingle-member or fami ly-only owned ent ity st ruc-
tures funded by IRAs.

Effect ive September 30th, PENSCO wi l l  be requir-
ing that al l  part ies desi r ing to create such an 
ent ity st ructure, appoint an independent (non-
related) profess ional for the purpose of reviewing 
al l  t ransactions performed by the ent ity to prevent 
prohibited transactions.   The IRA owner wi l l  have 
to s ign a new form and agreement,  as wi l l  the 
profess ional,  ident i fy ing and agreeing to the role 
of the profess ional.   We wi l l  also be asking for a 
modif icat ion of the by- laws or operat ing agree-
ment to indicate that such a function and review 
is  required. 

We feel this  i s  the best approach because i t  
preserves the opportunity for the investor,  whi le 
also adding protection f rom los ing the tax-exempt 
status of their  ret i rement account.   In addit ion, we 
bel ieve this  approach wi l l  sat is factor i ly address 
the regulators’  concerns as wel l .

“Checkbook Control” Related To Single-
Member Or Family-Owned Enti t ies 

Fair  Market Value v. True Market Value?
An excerpt f rom Tom’s blog, posted May 26th, 2009

“Because of the need to protect investors -  
part icular ly those who are invest ing their  ret i rement 
savings -  f rom the surpr ises of Enron, Wordcom and 
dot.bomb, the Government has begun to discuss 
the issue of how to value “hard to value” assets.

Before the dif f iculty of determining the “fair  market 
value” or the “true market value” of such “hard to 
value” assets can be discussed, the terms 
themselves,  and how they apply to “standard 
assets” have to f i rst  be put into perspective. Whi le 
the intent to apply such standards is  worthy (that is  
to protect investors f rom surpr ises),  actual ly doing 
so is  an imperfect effort  at best,  and more an art  
than a science.

Whether you choose to determine value by 
select ing the last pr ice on a publ ic stock sold in the 
publ ic markets,  or choose to spend $40,000 to have 
an external valuat ion by a profess ional valuat ion 
company, there is  no pure method that can 
determine the actual value of any company,
publ ic or pr ivate…”

Read more about this on Tom’s blog at 
www.selfdirectedira.com.


