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“Growing and Preserving Your Wealth...”

Retirement Issues to Watch in 2010

Recent years have seen a flurry of legislation impact-
ing retirement plans. Here are some of the more sig-
nificant changes that take effect in 2010.

Non-spouse rollovers must be permitted

The Pension Protection Act of 2006 allowed, for the s
first time, non-spouse beneficiaries to make a direct |
rollover of inherited funds from an employer plan to an
IRA. While the provision seemed fairly straightforward
at the time, confusion arose as to whether plans were actu-
ally required to allow these rollovers. Congress addressed
this in the Worker, Retiree, and Employer Recovery Act of
2008--beginning in 2010, employer plans must let non-
spouse beneficiaries make a direct rollover to an IRA if they
so choose. The new law also clarified that prior to 2010 em-
ployer plans could, but were not required to, allow the roll-
overs.

IRA conversions for (almost) everyone!

Beginning in 2010, if you own a traditional IRA, you'll be able
to convert it to a Roth IRA. The income limits and marital
status requirements that previously applied to Roth conver-
sions were repealed by the Tax Increase Prevention and
Reconciliation Act of 2005 (TIPRA).

sTAGES OF MARKET EMOTION

SKEptcism Fear

liréed

1.800.273.5820 | www.reliancefs.com

25" Annual Economic Forecast

January 26" 5 p.m. Orchard Hills CC, Bryan
January 27" 5 p.m. Kettenring CC, Defiance
January 28" 5 p.m. Shawnee CC, Lima

By calling:
By emailing:

In addition, if you convert a traditional IRA to a Roth
IRA in 2010, you'll be able to report half the income
on your 2011 tax return and half on your 2012 re-
turn. Or, if it's to your benefit, you can instead elect
to include the entire amount in income on your 2010
return. It's up to you.

If you inherit a traditional IRA from your spouse, and
you elect to treat that IRA as your own, you'll also
be able to convert the inherited IRA to a Roth IRA in
2010, regardless of your income or marital status. Non-
spouse beneficiaries, however, still can't convert an inherited
traditional IRA to a Roth.

Note that the income limits for contributing to a Roth IRA
haven't changed for 2010. If your income is high enough,
your ability to make regular contributions to a Roth IRA in
2010 may be limited, or even eliminated. The ability to con-
vert a traditional IRA to a Roth without income limits, how-
ever, provides a potential workaround--you can make your
annual contribution to a traditional IRA, and then immediately
convert that traditional IRA to a Roth. You'll have to aggre-
gate all your traditional IRAs when calculating the tax effect
of the conversion, so speak with a financial professional first
to make sure this strategy works for you.
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"New Decade's Resolutions”

1. Start by thinking where and how old you'll
be ten years from now. Many baby boomers
will retire or be working only part-time by
2020. Have you updated your financial plan
to reflect this? As you move from wealth
accumulation to decumulation and draw an income, your
strategy may have to be radically revised. Should insur-
ance play a role? Have you revised your will or met with
an estate planning specialist to make sure your spouse,
children and others are taken care of in the event of your
untimely demise?

2. Start with a physical check-up, then find out what com-
bination of diet and exercise will let you continue to stay in
good health. The name of the game is preventive mainte-
nance. But all the wealth and insurance in the world won't
do you much good if you don't have your health.

3. Finally, being both healthy and wealthy means little if
you don't have someone to share these blessings
with. This decade would be a good one to cement the
relationships with friends and family you already enjoy,
and to cultivate new relationships by being active in the
community. That can be accomplished by volunteering
and "giving back" to the world all the blessings that have
been bestowed on you.

Extension of Reporting Deadline for Form
1099

With the imposed compliance requirements upon payers and
reporters of dividend income from mutual funds, index funds and
real estate trusts, information is often delayed beyond January
31

In anticipation of this delay and the need to prepare amended
1099's, Reliance Financial Services has been granted a 30-day
extension to February 28th, 2010 to provide the 1099's.

We will make every effort to mail original 1099's as soon as they
are available. It is important to let your tax preparer know about
the extension and that as a result, you may not be receiving your
1099 forms until after February 28th.
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Most clients will only receive an Annual )

Statement at the end of December which
details the complete activity of your ac-
count in 2009.

If your situation requires you to have a separate December state-
ment, please contact your account administrator.

Issues (continued)
Employer plan conversions for everyone!

Beginning in 2008, employees and beneficiaries were per-
mitted for the first time to essentially "convert" employer
plan distributions by rolling the funds over to a Roth IRA.
This was allowed, however, only if the payee satisfied the
income and marital status limits that applied to traditional
IRA conversions. The elimination of those restrictions by
TIPRA, described above, also applies to distributions from
employer plans--so beginning in 2010, anyone who re-
ceives an eligible distribution of non-Roth funds from an
employer plan can roll those funds over to a Roth IRA, re-
gardless of income or marital status. This applies even to
non-spouse beneficiaries--but only if the transfer to the IRA
is done in a direct rollover.

Here comes the DB(K) ...

Beginning in 2010, "small employers" (those that generally
employ at least 2 and no more than 500 employees) can

adopt a DB(K) plan--a single plan that incorporates both a
401(k) plan and a defined benefit plan (including a cash
balance plan). A single trust is used, but there is separate
accounting for the defined benefit and 401(k) portions of the
plan.

The plan must meet certain benefit, contribution, vesting,
and nondiscrimination requirements. In return, the plan will
be exempt from top-heavy rules and certain 401(k) testing.

Because the DB(K) plan is one plan instead of two, it is ex-
pected that the plan will be simpler to administer and less
costly than maintaining two separate plans. This, in turn,
may provide an incentive for employers to begin offering
defined benefit plans to their employees in addition to 401
(k) plans. Whether this proves to be the case, however, re-
mains to be seen.




