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The 2020 tax year has been a challenging one. Updated guidance has continued to be issued on the Tax Cuts and Jobs Act which was enacted on December
22, 2017. On December 20, 2019, the Setting Every Community Up for Retirement Enhancement Act (SECURE Act) was passed as part of the 2020
Appropriations Act. In 2020, both the Families First Coronavirus Response Act (FFCRA) and the Coronavirus Aide, Relief and Economic Security (CARES) Act,
were enacted in response to the COVID-19 pandemic. 

The election of a new president combined with ongoing coronavirus issues will likely lead to many other changes as we move forward. Major tax changes from
recent years, including the Tax Cuts and Jobs Act remain in place, including lower income tax rates, an increased standard deduction, limited itemized
deductions, no personal exemptions, an increased child tax credit and a reduced alternative minimum tax. On the business side, the corporate tax rate remains
21%, there is no corporate AMT, and generous expensing and depreciation rules are still in place. There also remains a 20% deduction available for taxpayers
with qualified business income.

BACKGROUND

expands opportunities for individuals to
increase their retirement savings and
makes administrative simplifications to
the retirement system.

The SECURE Act The CARES Act
made changes for both individuals and
business taxpayers to ease the financial
burden created by the COVID-19
pandemic.

requires certain employers to provide
employees with paid sick leave or
expanded family and medical leave for
specified reasons related to COVID-19.

The FCCRA

The following pages are a review and update of current tax provisions and changes that may be made after the change of administrations.



Tax rates will remain the same as in 2019, while tax brackets have been adjusted for inflation. The 37% rate will apply
to income over $518,400 (single and head of household), and $622,050 (married filing jointly). These income limits will
rise to $523,600 and$628,300, respectively, for the 2021 tax year. Please note that two single taxpayers living
together may make $1,036,800 before becoming subject to the top rate, while married taxpayers will pay tax at the
highest rate at $622,050 of income. The result is a significant “marriage penalty” for high income taxpayers.

The capital gains tax rate remains at zero percent for taxpayers in the lowest two tax brackets, and 15 percent for
taxpayers with income below $441,450 (single) and $496,600 (married). The capital gains tax rate increases to 20
percent if income exceeds these levels. These limits will increase to $445,850 and $501,600, respectively, for the 2021
tax year. Capital gains may also be subject to the additional net investment income tax surcharge of 3.8% for high
income taxpayers.

Personal exemptions are eliminated for tax years 2018 through 2025 under the current law.  This reduction is partially offset by the increased child and family tax credit
of $2,000 for each child under 17 as well as the $500 tax credit for taxpayers’ dependents who are not qualifying children (over the age of 17).  The adjusted gross
income level at which the credits begin to be phased out is $400,000 for joint filers, and $200,000 for all others.

Ordinary Income Tax Rates

Capital Gains Tax Rates

Personal Exemptions

INDIVIDUAL TAX PROVISIONS NEXT
Standard deduction

Itemized 
deduction

retirement
savings 
incentives

The standard deduction for 2020 is $12,400 for single taxpayers, $18,650 for head of household, and $24,800 for married taxpayers filing jointly. For taxpayers
over age 65, the deduction is $14,050 if single and $27,400 if married filing jointly. Due to the high level of the standard deduction, many taxpayers will not
itemize deductions in 2020.

Standard deduction and itemized deductions



In 2006 the Pension Protection Act made previous retirement incentives permanent and guaranteed that certain limits would continue to rise with inflation.
Following are the 2020 and 2021 limits on retirement plan contributions:

Retirement savings tax incentives

INDIVIDUAL TAX PROVISIONS

$6,000 in 2020 and remaining the
same in 2021 ($7,000 for both 2020
and 2021 if 50 or older)

IRA contributions
and other qualified employer-sponsored

defined contribution plans

Made changes for both individuals
and business taxpayers to ease the
financial burden created by the
COVID-19 pandemic. $57,000 in
2020, increasing to $58,000 in 2021.

$13,500 in 2020 and the same in
2021 ($16,500 for both years if 50 or
older)

SIMPLE plan
deferrals

401(k) deferrals

$19,500 in 2020 and the same in
2021 ($26,000, for both years if 50
or older).

SEP, Keogh,



Under the SECURE Act, for 2020 and later
tax years there is no longer an age limit on
making regular contributions to traditional
or ROTH IRAs. Previously, contributions
were not allowed if you were 70½ or older.
Plan participants who turn 70½ in 2020 or
later need not take Required Minimum
Distributions (RMD) prior to reaching the
age of 72.

created a new tax credit of up to $500 per year for setting up a
new 401(k) plan or SIMPLE IRA plan with automatic enrollment.
This is in addition to an existing plan start up credit and is
available for three years. This credit is also available to
employers who convert an existing plan to a plan with
automatic enrollment.

Businesses

Under the CARES Act, RMDs are waived
for the 2020 tax year. In addition, the 10%
early withdrawal penalty has been waived
on retirement account distributions for
individuals facing virus-related challenges.

CARES ActSECURE Act



Taxpayers may receive a tax credit for the purchase of a qualified plug-in electric
drive motor vehicle acquired after December 31, 2009. The credit is worth up to
$7,500, depending on the vehicle’s battery capacity. This credit will begin to phase
out for a manufacturer’s vehicles when at least 200,000 qualifying vehicles of that
manufacturer have been sold for use in the United States. Both Tesla and General
Motors have exceeded the limitation. The credit for purchase of a Tesla is no longer
available, and the credit allowable for General Motors is limited to $1,875 and was only
available through March 31, 2020.

is available for property placed in service prior to January 1, 2022, but only for qualified solar electric property
expenditures, and qualified solar water heating property expenditures placed in service after December 31, 2016.
Taxpayers are able to claim a Residential Energy Efficient Property Tax Credit for 26% of the cost of eligible solar water
heaters, solar electric property, fuel cell property (limited to $500 for each half kilowatt of capacity), small wind energy
property, and geothermal heat pump property. The credit will be reduced to 22% for 2021.

The residential energy efficient property credit

INDIVIDUAL TAX PROVISIONS

Energy Efficiency Tax Breaks

Qualified plug-in electric drive motor vehicle credit



Virtual currency transactions are taxable by law in the same manner as other property transactions, such as stock. In their
continuing quest to inform taxpayers as to their reporting requirement, a new question was added to 2019 tax forms asking if
virtual currency transactions were participated in during the tax year. This question remains and has been moved to page one of
your tax return.

Under the CARES Act there is now a $300 above-the-line cash charitable contribution to certain qualified organizations for
individuals taking the standard deduction. In addition, allowable cash charitable contributions for those who itemize has been
increased to 100% of Modified Adjusted Gross Income for the 2020 tax year only, up from the previous 60% limitation.

OTHER CHANGES

INDIVIDUAL TAX PROVISIONS



Beginning in 2021 there will be a new administration. While control of the Senate remains unknown, we do know control will be held by a slim
margin both in the House and in the Senate. There will continue to be a need for aid to individuals and businesses dealing with the fallout from
the coronavirus pandemic. It is a safe assumption that a tax increase is on the horizon.

Under Biden’s current tax plan, for those with earnings greater than $400,000, taxes would be raised on wage income, investment income, and
business income; payroll taxes would increase; and the Qualified Business Income Deduction would phase out. Long term capital gains and
qualified dividend tax rates would increase for those with greater than $1,000,000 in income. The limitation on state and local income taxes will
be eliminated, but itemized deductions for taxpayers with taxable income greater than $400,000 would be limited to a 28% tax benefit.
Corporate tax rates would increase from 21% to 28%. There is also a proposed rollback of the life-time gift and estate tax exemption to
previous levels.

Year’s end signals your last chance to balance the timing of income and deductions for tax purposes between the current and the upcoming
year to your maximum advantage. This is especially important considering the pending changes. Historically, the best year-end tax planning
strategy has been to follow the time-honored approach of deferring income and accelerating expenses to minimize current year taxes.
However, with impending tax increases, many taxpayers may benefit from accelerating income by taking capital gains in 2020, accelerating
bonuses, or making Roth conversions. In addition, due to additional limitations that may be placed on itemized deductions, high income earners
may also consider accelerating deductions into 2020.

When considering changes to charitable giving, Donor Advised Funds are a popular option. These funds allow for a deduction upfront when a
donation is made to the fund and then allows the donor to make grants to charities from the fund in subsequent years. Also, for taxpayers who
are over age 70½ there is an advantage from giving up to $100,000 of IRA withdrawals directly to charities. This strategy allows them to
reduce the taxable amount of their required distributions while still being allowed the full standard deduction for the tax year

YEAR-END AND OTHER TAX CONSIDERATIONS
MOVING FORWARD



Other year-end tax planning considerations

If your income is lower
than normal this year, or
lower than you anticipate
for futureyears, consider
converting a portion of
your Traditional IRA to a
Roth IRA.

If you own a business
consider purchasing
equipment prior to year-
end.

Consider donating
appreciated stock prior
to year-end.

YEAR-END AND OTHER TAX CONSIDERATIONS
MOVING FORWARD

If you are self-employed,
consider establishing a
retirement plan before
year-end.

Make gifts to 529
education accounts.
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DISCLOSURE
The information provided is general in nature and should not be considered legal or tax advice. Consult an attorney, tax professional, or other advisor regarding your specific legal or tax situation.


