
two-year period in 2011 and 2012. Additionally, you will also be required to pay tax from other holdings you incorporate into the Roth 

rollover. 'Whichever option you choose, make certain you have a Roth and get the 5-ycar clock ticking sooner rather than later. The 

five-year rule for Roth IRA conversions begins the first day of the year in which the conversion was made --it means you must have 

had the Roth in place for at least 5 years to circumvent the tax. 

Roth analysis has a number of components and is not an automatic "yes" for everyone. For older clients with illness, the benefit of 

rolling the IR..'\ to your heirs may be more advantageous as compared to receiving a limited number of years with untaxed income 

from the Roth. Additionally, the immediate tax expense of a conversion may create a cash crunch for financially strapped individuals . 

Finally, if you believe your tax rate will he lower at retirement, it may make sense to keep in a qualified account. Still not sure if Roth 

conversion makes sense for you? Good news. The government allows you to ehange your mind and redo the tax plan . The glirch is 

you need to pay the tax and recover it on tax filing. Regardless, if you plan on converting your Traditional IR...!\'s and 401k's to Roth, I 

suggest you do it in 2010 while the laws are working in your favor. 

Estate Planning 

Estate Planning is one of the least favorite of all planning topics because the reality of mortality must be addressed. However, having a 

basic estate plan in place ensures that your family and financial goals are realized after you die. Most estate plans are outdated and 

missing the essential elements: a will; power of attorney; a living will or health-care proxy; and trust (if applicable). If you fail to plan 

ahead, you run the risk that your assets will be incorrectly distributed against your personal wishes and appoin ted by a judge according 

to the laws of intestate succession, For example, during an initial new client review, Beacon discovered they did not designate the trust 

as a beneficiary - hence creating a potential negative outcome. Thanks to one of our astute estate planning attorneys, the situation was 

detected and immediately corrected. 

Tax laws often change and estate plans need to be reviewed very closely right now. In doing so, you may decide to shift assets, derive 

income from those assets , and yet obtain the appreciation potential out of your estate. There are some very effective and flexible tools 

to help you accomplish this , The concept I refer to is the use of a GR.!\.T - Grantor Retained Annuity Trust. The trust is a vehicle that 

0';l111S the asset, and the annuity refers to a payment back to the grantor (which is you) . To illustrate, if you own large positions of 

securities that are still way off me top prices paid in 2007 and you believe their value will be back in a few years, you can use your 

gifting capability and eliminate tax on future appreciation. The prime advantage is that you can schedule a refund of the annuity and 

not pay tax on the annuity payment. Moreover, if the security or real estate you transfer generates income that is taxable, you can 

continue to pay the tax on those earnings and not burden your heirs with the income tax bill. 

The GRATis a powerful tool that has increased in value through the recession and now is the ideal time to discuss its' benefits with us 

and your legal advisor. Right now Beacon is in the process of calcul ating gifting values on a number of GR...'\ TS to minimize their gift 

tax consequences. Remember, each individual is entitled at death to transfer assets worth $3 .5 million free of estate taxes - the Federal 

Estate Tax Applicable Exclusion Amounr - but during our lifetime we can currently gift $1 million without gift tax. However, this gift 

will reduce the $3 .5 million exclusion amount at our death. Tax attorneys and our clients are finding the use of the million dollar tax 

free gift makes sense. If you too would like to schedule a discussion with us, please give us a call at 201-447-9500. 

Beacon's actively working on portfolios and tax issues for our clients. If you have any questions or concerns or would just like to 

touch base , please e-mail me at mark@bwmllc.com or call the office at 201.447.9500 to schedule a meeting. 

Happy Holidays and New Year! 

Mark Germain CFPTM, lvfBA 
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