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Welcome to our new communications pro-
gram.  As a Cedrus client, you can now enjoy 
reading various forms of commentary, advice 
and timely facts that will keep you informed 
and up to date.  You can expect this monthly, 
along with many other forms of communica-
tion. 
This is our first copy of Cedrus 180.  We hope 
you find value in its content and solicit your 
feedback in layout and use of topics. 
This holiday season at Cedrus we honor those 
with a giving heart.  During our 23 years of 
experience providing advice to families, we 
have seen major transformations in their pur-
suit towards significance                         
Cedrus has been honored to participate both 
financially and in giving time and talent to sev-

eral organizations in 2009.  Many of these wor-
thy causes were introduced to us by you, our 
clients.  
It is inspiring to witness the hearts of certain 
faithful givers who actually donated more this 
year than ever before.  Many organizations 
have struggled due to fears associated with 
declining markets, an unstable economy and 
politics.  So giving more during a recession 
comes at a perfect time for those in need. 
 At Cedrus, we grew as a company and indi-
vidually by being a small part in this spirit.  
Thank You.  It made a tough year…, fantastic. 
                                                       
  John A Scott  
  President  
  Cedrus 

The Message 

2009 Tax Planning in Light of Likely 2010 Tax Hikes 

Background  
• The U.S. faces its highest deficit since World 
War II, according to Congress.  
• While proponents of government spending 
credit it for staving off systemic failure across 
financial institutions and limiting the rise in 
unemployment and bankruptcies, lower spend-
ing and higher revenues are required 
to shrink the resulting deficit.  
• Tax hikes are the likely source of 
revenue. Possible tax increases:  
  o Many states have already   
      instituted tax hikes (income tax  
      and sales tax).  
  o Non-tax surcharges (such as a  
     fine for not having health  
     insurance) may be instituted.  
  o Other tax breaks (such as     
     educators’ deductions, tuition and   
     fees deduction, limits on farm loss  
     deductions and the sales-tax deduction for  
      new vehicles) are set to go away.  

 
  o Proposals for a Federal 4.5% surtax on 
     wealthiest taxpayers, a value added tax,  
     and others.  
  o Federal income tax for the top brackets is  
     scheduled to rise from 33% and 35% to 36% 
     and 39.6%, respectively, in 2011. Capital  
     gains will rise from 15% to 20%. The  

Increases could come sooner.  
 
Some Possible Steps to 
Consider  
• Use up capital loss carry-forwards, 
which do not transfer to estates 
(they terminate with the investor).  
• The wash sales rule prevents you 
from claiming a loss on a sale of 
stock if you buy replacement stock 
within 30 days before or after the 

sale. However, keep in mind that the wash sale 
rule does not apply to tax-gain harvesting.  A 
stock or mutual fund can be sold to lock in the 
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gain and then can be immediately repurchased 
at the higher cost basis.  
• Remember - if call and put options expire 
without being exercised, their premiums are 
counted as a capital loss.  
• Review holdings for worthless securities, 
which can be sold for a loss:  
  o Needs to be “wholly” worthless to take a  
     loss.  
  o Proof is on the taxpayer.  
  o There is a special statute of limitations,  
     section 6511(d)(1), if the taxpayer claims  
     the loss in the wrong year.  
  o Sell the worthless security for a nominal 
     amount to set the date of the short-term or  
     long-term loss. However, a security must be 
     deemed worthless (trading at $0.00) on  
     December 31 to be claimed as worthless on 
     a tax return.  
· Review tax forms - especially schedules C, E, 
F for sole proprietorships, rental property and 
farms  

  o Drive down adjusted growth income by  
      accelerating expenses/deferring income  
  o Pay taxes on gains now before potential tax  
     increases  
  o Convert a Traditional IRA to a Roth IRA;  
     Earners making less than $100,000 adjusted  
     gross income can convert before 2010.  
     Those making more can convert in 2010,  
     claiming 50% of the conversion amount as  
     income in 2011 and 50% in 2012 – a rule that 
     does not apply for other years.  
  o Note: Income restrictions for new  
      contributions are not lifted for Roth IRAs,   
      only the conversion limit has been lifted.  
  o Small-balance IRAs are good prospects for 
     conversion—the tax bite is small.  
  o Don’t forget catch-up contributions for IRA 
      holders; $1,000 more for clients turning age  
     50 or above in 2010. Check client ages in  

Information presented in this letter is believed to be factual and up-to-date, but we do not guarantee it 
accuracy and it should not be regarded as a complete analysis of the subjects discussed. All expression 
opinion reflect the judgment of the author as of the date of publication and are subject to change.  
Information presented does not involve the rendering of personalized investment advice, but is limited to the dissemination of 
thoughts and opinions on investment topics. All investment strategies have the potential for profit or loss.  
Changes in investment strategies, contributions or withdrawals may materially alter the performance, strategy and results of your portfolio. 
Information presented is not an offer to buy or sell, or a solicitation of any offer to buy or sell the securities mentioned herein.  
Different types of investments involve varying degrees of risk, and there can be no assurance that any specific investment will  
either be suitable or profitable for a client's investment portfolio. Cedrus does not provide tax advice. Please note that (i) any discussion of U.S. 
tax matters contained in this communication cannot be used by you for the purpose of avoiding tax penalties; (ii) this communication was written to 
support the promotion or marketing of the matters addressed herein: and (iii) you should seek advice based on your particular circumstances from an 
independent tax advisors.  Sources: Information provided by SEI Investments Management., a wholly-owned subsidiary of SEI Investments Co. I 
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