2009 Year-End Tax and Estate Planning
As we enter the fall season we want to remind you to start thinking about your year end income tax planning.  The end of the year is always an important time to step back and consider your tax situation both for the current year and the future.  Income tax planning is an important part of your personal financial planning and the recent volatility in the markets along with constantly changing tax laws makes it even more important to analyze your situation.  We recommend you start by gathering details of your projected earned income for the year including investment income (interest, dividends, and capital gains) as well as deductions.  We can help you determine a baseline projection of your tax situation for the year and then you can address various planning issues.  Here are some that you might want to consider:

Investment Considerations

The year began with a continued slump in the markets but quickly rebounded and has been on the rise for several months.  You might have taken some capital gains as the market rebounded and some of your stocks or funds saw a rise in their price.  You probably also have stocks or funds sitting in your portfolio that have unrealized losses.  You can sell some of these loss positions in order to offset your gains and therefore lower your tax liability for the year.  It is also important to take into account any capital loss carryovers.
Retirement Planning

Beginning in 2010 there are no minimum income limits on who is able to convert their regular IRA account to a Roth account.  This conversion would result in a current tax liability based on the value of the IRA that is converted but these investments would then grow tax free while in the Roth IRA.  It is likely that tax rates will rise in the future so you might want to consider taking advantage of the low rates now and converting some IRA assets to a Roth IRA.  Of course this is an important decision that should only be made after you consider your entire financial situation.  For more information on the Roth conversions be sure to check out this Forefield article on our website.  Also keep in mind that you DO NOT have to take a required minimum distribution from your IRA if you are over age 70 ½ in 2009.   
Education Funding

It is very important to take a look at your college funding goals and the current value of your 529 plans to see where you stand.  With the rising cost of college education you need to continuously monitor these accounts to see if you will be able to meet your future needs given your current funding to the accounts.  

Charitable Planning

It is often a good idea to use appreciated stock to fund charitable commitments.  This strategy avoids the capital gains tax on a sale of the stock and can also help to diversify a concentrated stock position in your portfolio.  Given the recent rise in stock prices this is a strategy you might want to consider.  Congress has again extended the ability for individuals over 70 ½ to make up to $100,000 of charitable contributions directly from their IRA accounts.  If both spouses are over 70 ½ they can each do $100,000.  This applies to contributions that are made before January 1, 2010.  If you are currently taking minimum required distributions from your IRA and making charitable contributions, there are a number of good reasons to utilize this planning strategy now.

Estate Planning Opportunities


In the estate planning/wealth transfer area, the decline in real estate values as well as a changing estate tax landscape after 2009 could provide for a great time to act on some planning opportunities now.  When assets are depreciated in value, it is a perfect time to transfer them at a lower gift tax cost to younger generations.  Instead of passing ownership to your heirs directly, using trusts or other arrangements can offer a way to transfer some of the future value at a low gift tax cost.

Let us know if you have any questions about some of the year end planning and strategies we have discussed here.  We would be happy to assist you with your income tax and estate planning situation before the year end.  Once December 31st passes, some of these planning ideas may no longer be available.  Integrating tax planning with your overall personal financial planning is an important focus of our services.        
