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YEAR-END
PLANNING 2020
With the recent election results and the Senate run-off
in Georgia in January, many clients have asked us about
the potential effect on tax law. Based on several recent
tax proposals in the House and President-Elect Biden’s
tax policy statements, many are concerned about tax
changes next year. This assumption could raise several issues in how clients
approach their year-end tax planning decisions.

While traditional year-end planning looks to accelerate deductions
and defer income, the reverse strategies are typically implemented
in a year where rates are expected to rise. However, we believe the
more prudent course of action is to not plan for higher rates next
year, and that you should base your year-end planning strategies
on the more traditional tax deferral methods.
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BASED ON THE ASSUMPTION OF SIMILAR TAX RATES NEXT
YEAR VERSUS THIS YEAR, THE FOLLOWING ARE YEAR-END
PLANNING STRATEGIES FOR BUSINESSES.
1. With 100% bonus depreciation still available, equipment and qualified improvement
property placed in service by 12/31 is fully deductible in the current year.

2. Vehicles with a GVWR over 6,000 lbs. will also qualify for 100% bonus depreciation.
3. Consider establishing or fully funding your retirement plan. Under the SECURE Act,
employers now have up to the due date of the return (including extensions) to establish
and fund a retirement plan.

4. For cash basis taxpayers, purchase materials and supplies before year-end, and put off
the income collection until next year

5. If you paid wages to employees for COVID-19 related sick and family leave, you are entitled
to a credit against your payroll taxes. These credits are also available for self-employed individuals.

6. The CARES Act also enacted an employee retention credit for employers affected by the
pandemic. However only employers who did not take PPP funds are eligible for this credit.

7. Small employers (defined as 100 or fewer employees) who establish a retirement plan this
year can qualify for tax credits under the SECURE Act’s provisions.

8. While we are still hopeful Congress will address the issue, for year-end planning purposes,
businesses should assume all expenses paid with PPP loans will be non-deductible and
therefore should be added back into taxable income.
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THE FOLLOWING ARE TYPICAL YEAR-END PLANNING
STRATEGIES FOR INDIVIDUAL TAXPAYERS.
1. Make sure to fully fund your 401K or other retirement plan. Many employers will allow
employees to defer their entire year-end bonus to meet this purpose. If you don’t participate
in an employer plan, remember you have until April 15th nextyear to fund an IRA.

2. Consider increasing the amount you set aside for next year in your employer’s health flexible
spending account (FSA) or health savings account (HSA).

3. Required minimum distributions (RMDs) have been waived for 2020, so retirees who do not
need the funds can skip taking an IRA or 401K plan distribution this year.

4. If you have sold stock this year and realized capital gains, ask your broker to review your
holdings and look for any loss positions that can be taken before year-end to help offset the gains.

5. If making charitable contributions, consider using low basis stock instead of cash. You can
deduct the stock’s fair market value as a gift, without having to recognize the built-in gain.

6. Even if you plan to take the standard deduction in 2020, remember the tax law was changed to
allow up to $300 in charitable contributions as a deduction in addition to the standard deduction.

7. If you have business losses this year and prefer a Roth IRA over your traditional IRA, consider
converting part of your traditional IRA to a Roth this year. The amount converted is subject to
income taxes but can be offset by your ordinary business losses.

8. If you suffered financially due to the COVID-19 virus, you can withdraw up to $100,000 from
an IRA or other retirement plan by 12/31 this year and avoid the 10% penalty for early distributions.
In addition, the tax due on the distribution can be spread out over three years.

9. For families looking to transfer wealth to the next generation while avoiding gift and estate taxes,
don’t forget to maximize your annual exclusion gifts (up to $15,000 per beneficiary this year).

This is only a small list of year-end tax planning ideas for you to consider.
Every taxpayer’s situation is different, and only a thorough, customized plan will
generate the most tax savings for you. Please contact your Sharrard McGee tax
professional to set up a meeting to review and plan for your unique situation.
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