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New for 2010:

Roth IRA Conversions!

See the next page for a detailed explanation of Roth IRA Conversions, pros and cons, and 

if they may be right for you.

1099s

If you have taxable investments, we strongly advise waiting until mid-March before filing your tax returns.  You 
or your CPA can begin preparation of your return using the initial 1099s, but be sure to adjust for any updated 
1099s before filing.  Schwab must mail 1099s by February 15.  Frequently, however, updated information arrives 
throughout the month of February, forcing the issuance of updated 1099s.  To avoid having to amend your tax 
return, it’s best to wait for all final 1099s before submitting your return to the IRS.

Cost Basis

If any securities in your taxable portfolios were sold in 2009 you’ll need to report the sale, along with the cost 
basis (purchase date, cost etc.) on your tax return.  Beginning this year Schwab will be mailing you, and making 
available to you via your SchwabAlliance login, your 2009 Realized Gain/Loss Report.  Our office has worked 
with Schwab throughout the year to update Schwab’s records with any basis you’ve provided to our firm in 
the past.  If you have any questions about your new report, please don’t hesitate to contact our office.

IRA Contributions

If you have not done so already, and if you have sufficient earned income, you can still make 2009 IRA 
contributions before April 15th.  Note, too, the contribution limits for 2010 have NOT increased:
    2009 & 2010             under age 50:   $5000            over age 50:   $6000 

You can mail contribution checks, made payable to yourself, to our office for credit to your IRA accounts.

K-1s

Some securities held in your accounts that are partnerships may issue K-1’s instead of a 1099.  These can often 
be issued as late as early April so we recommend waiting as long as possible to file your returns.  Common 
examples are:
   Centerline Holdings                    http://www.centerline.com/k1/index.html
   DB Commodity Index (DBC)      https://www.taxpackagesupport.com/dbfunds
   Supra Capital LPA                       via postal mail
   Water Rights                              via postal mail

http://www.centerline.com/k1/index.html
http://www.centerline.com/k1/index.html
https://www.taxpackagesupport.com/dbfunds
https://www.taxpackagesupport.com/dbfunds
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Q&A Roth IRA Conversions in 2010

What has changed?

Prior to 2010 income limitations restricted many individuals from converting traditional IRAs 

into Roth IRAs.  Beginning January 1, 2010, all income restrictions have been lifted and nearly 
anyone can convert from a traditional IRA or other approved qualified retirement plan to a 
Roth IRA.    Furthermore, taxable income resulting from conversions made in 2010 can be 
spread equally and reported over two years – in 2011 and 2012 – unless one chooses to pay 

the entire tax liability in 2010.

For whom does a Roth 

Conversion make sense?

Those who will not need the converted amount for retirement income.
Those who expect their retirement income tax bracket to be higher than their current 
tax bracket.

Those who are able to pay the conversion taxes from an outside source.
Those who desire a hedge against future income tax rates.
Those who expect the account beneficiary will be in a high tax bracket.

What are the benefits of a 

conversion?

Roth IRAs grow tax-free, rather than tax-deferred.
Roth IRAs have no required minimum distributions - ever.
Conversions can be reversed at any time prior to the latest extended tax deadline of the 

year of the conversion.  If the markets fall, you can ‘recharacterize’ your conversion as if it 
never happened.
The tax-free status of the Roth IRA is passed to beneficiaries, meaning your heirs will not 
pay income tax on qualified distributions.

What’s the catch?

The amount you convert is treated as taxable income in the year of the conversion.  
However, conversions done in 2010 have the option of spreading the tax hit over the 
2011 and 2012 tax year.

Also, if you’ve made non-deductible contributions to an IRA you can’t convert only those 
contributions to avoid the tax.  That's because under IRS rules, you can't just convert the 
nondeductible contributions to a Roth and avoid paying tax at conversion. Instead, the 
amount you convert is deemed to consist of a pro-rata portion of the taxable and 

nontaxable dollars in your IRAs (yes, if you have more than one IRA, including SEPs and 
SIMPLEs, they are all aggregated for purposes of this calculation.)  
Finally, you have to wait 5 years before taking any withdrawals in order to avoid penalties.

Should I convert?
It is important to note that simply because one becomes eligible to convert to a Roth IRA 

does not mean it is the right strategy to undertake.  We’ll help you analyze your personal 
retirement account situation and decide if a conversion makes sense.

Please note that this is general tax information and should not replace a client’s consultation with a professional
tax advisor regarding their tax and investment situation.


