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What does the 2010 tax act
mean to me?
By Patricia C. Brennan, CFP®
Much has been written about the tax
relief act of 2010, so we are going to
focus on the strategic application of
the law. Over the next two years, you
and your professional advisors have
been given a degree of certainty, but
“temporary” continues to be the main
theme in this act. What steps should
you consider now?
Tax Rates. We all know that the tax
rates have been extended, but for
those who did a Roth conversion, you
can now comfortably take advantage
of the provision to pay the conversion
taxes over two years instead of all in
one year. Prior to this act, most advisors told clients to claim all of the IRA
income in 2010 to get the lower rate;
one year of deferral on half of the
income would have been negated by
a higher overall tax. Unless you expect
a change in overall income for 2011,
now you can, and probably should,
split the IRA conversion tax over
two years.
Itemized Deductions and Personal
Exemptions. For the next two years,
there are no limitations on these for
high-income taxpayers. Refinancing

activities, mortgage interest and state
and local sales tax deductions are all
affected. Anyone paying more than
5.5 percent on a mortgage should
have already refinanced, but if you
want to buy a big-ticket item such as a
car, do it over the next two years to
optimize this benefit.
Capital Gains and Dividends
Capped at 15 Percent. You should
have made lemonade by tax-loss harvesting in 2008 and 2009. If you did,
you may have enough carry-forward
losses from the financial crisis so that
you do not have a capital gain issue
for years to come. Also, you can
deduct up to $3,000 against ordinary
income. It is a similar impact to funding an IRA without having to come up
with the money. If you did not act on
the article “Given all that has happened
in the economy and our country, what
is the most important strategic decision
I can make?” (Worth, February/March
2010), you may pay 15 percent in 2011
and 2012. Point: Make sure you or your
advisor understands and evaluates
tax-loss harvesting opportunities
when markets go down.

Qualified Charitable Distributions.
For those charitably inclined and
older than 70½, this charitable IRA
rollover is a real bonanza. You can
deduct up to $100,000 from income
and still have it qualify as your required
minimum distribution. Because it is
a trustee-to-trustee transfer, no income
is reported on the tax return and no
deduction is taken. Not only do you
get a full dollar-for-dollar benefit,
this keeps your adjusted gross income
lower, which, for example, avoids the
adjustment on your Medicare premiums. Also, if your AGI is lower, you can
deduct more of your medical expenses.
Small-Business Owners. If you are
thinking about selling, consider it
now, while 100 percent of the gain on
qualifying small-business stock held
more than five years will be excluded
from taxes.
Estate Planning Traps. This is
such an important topic that I will
devote my entire article next issue to
this. There are opportunities, but
also huge traps.

This information is not intended to be a substitute for specific individualized tax, legal or investment planning advice as individual situations will vary.
For specific advice about your situation, please consult with a tax or financial professional.
ABOUT PATRICIA C. BRENNAN
*Candidates for the Philadelphia Business Journal and Barron’s were determined by The Winner’s Circle. Candidates were valued on criteria such as assets
under management, revenues, experience and record of regulatory compliance and complaints. Candidates were further vetted based on in-depth interviews and
discussions with management, peers and customers, as well as professional achievements and community involvement. The Winner’s Circle does not receive compensation from participating ﬁrms or their affiliates, ﬁnancial advisors or the media in exchange for rankings. In addition to the criteria used for the Barron’s article
and the Philadelphia Business Journal, Wealth Manager magazine takes into consideration service to industry organizations and mentoring to others. Presented to
7 percent of wealth managers with ﬁve years of experience in the ﬁnancial services industry, all professions within a market area. Each wealth manager was
reviewed for regulatory actions, civil judicial actions and customer complaints. http://www.ﬁvestarprofessional.com/ﬁveStarAssets/pdfs/GenericResearchWM.pdf.
Third-party rankings from rating services or publications are no guarantee of future investment success.
The Delaware Valley region is defined as the following counties: Pennsylvania—Berks, Bucks, Chester, Delaware, Montgomery, Philadelphia;
Delaware—New Castle; Maryland—Cecil; and New Jersey—Atlantic, Burlington, Camden, Cape May, Cumberland, Gloucester, Mercer, Ocean, Salem.
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GROW
LIVE

“Over the next two years, you
have been given a degree of
certainty, but ʻtemporaryʼ
continues to be the main
theme in this act.”
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MY MOST INFLUENTIAL TEACHER…

William Byrne at Georgetown University
WHAT MAKES A GOOD
WEALTH ADVISOR…

IF I WERE NOT A WEALTH
ADV I S O R , I ’ D B E…

Great listening and
influencing with integrity

An ICU nurse

About Patricia C. Brennan
A graduate of Georgetown University and a Certified Financial Planner, Patricia C. Brennan strives to communicate complex financial concepts in understandable terms. She has frequently been named one of Barron’s top
100 women financial advisors, as well as one of its top 1,000 financial advisors in America (February 2009)*.
Other accolades include: one of America’s top 100 independent advisors, Registered Rep magazine, November
2007; one of the 50 most influential women in wealth management, Wealth Manager magazine, April 2008;
number two in the Greater Philadelphia Area, Philadelphia Business Journal, October 2008; and five-star wealth
manager, Philadelphia magazine, November 2009.

Assets Under Management
$300 million

Compensation Method
Asset-based and fixed fees; commissions (investment and insurance products)

Minimum Net Worth Requirement
$500,000

Professional Services Provided
Planning and investment advisory services

Minimum Fee for Initial Meeting
None required

Largest Client Net Worth
$70 million

Financial Services Experience
24 years

Primary Custodian for Investor Assets
Pershing

Association Memberships Financial Planning Association
Website www.keyfinancialinc.com

Email pbrennan@keyfinancialinc.com

Securities and advisory services offered through Royal Alliance Associates Inc., member FINRA/SIPC and a registered investment advisor.
Advisory services offered through Key Financial Inc., a registered investment advisor not affiliated with Royal Alliance Associates Inc.
The views expressed are not necessarily the views of Royal Alliance Associates Inc.

Key Financial Inc.

1560 McDaniel Drive, West Chester, PA 19380
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About the Worth Leading Wealth Advisors
The Worth Leading Wealth Advisor admittance process is based on, but not limited to, the Advisor’s experience, education, fiduciary status, compliance record, wealth management services,
methods of compensation and scope of current business. In order to be considered for the Worth Leading Wealth Advisors Program, financial professionals must be willing to provide complete
and full disclosure to investors so that independent analysts from Paladin Registry can thoroughly screen and evaluate their credentials, ethics and business practices. Once admitted,
Advisors pay a fee to be included. Investors and potential investors are solely responsible for the decision to select particular Advisors.

