
 
 
 
 
 
Dear Friends, 
 
As a client of RMS Accounting, we are pleased to offer you a FREE year-end tax planning 
appointment. That’s right, as long as we prepared your 2019 tax return your tax planning 
appointment is FREE. This year’s appointments are available by phone, via Zoom and in 
person. While our office is open, masks are required when visiting and we are practicing 
social distancing to help avoid the spread of Covid-19. 

2020 has turned out to be quite a year. Between Covid-19, and the changes it has forced all of us 
to deal with and a presidential campaign of which the results and consequences are at the very 
least uncertain, where one outcome promises a continuance of the current low tax rates and pro-
business environment, while the other promises higher taxes and more regulation along with 
additional government control.  It’s not our intent to comment on which would be better, we will 
leave that to you. What is important is how whatever happens, will affect taxes and planning 
decisions.  

We have been working hard to make sure that we understand all of the effects that the many tax 
and other changes that have taken place this year will have. In addition to the tax consequences 
we have had to develop expertise in economic impact payments, the payroll protection program, 
as well as a number of new payroll credits and other programs.  

While many things have changed, in the world one thing we can assure you has not changed is 
our dedication to you, our valued clients.   

As the end of the year approaches, it is a good time for you to start thinking about tax planning 
moves you can make. What those moves are will depend a lot on how 2020 has played out for 
you. If you suffered a drop in income due to Covid-19, or for any other reason, it might make 
sense to delay deductions and accelerate income. If your income has stayed the same or 
increased you might want to accelerate your deductions and delay income where possible. Of 
course, if you believe that higher tax rates are around the corner, that needs to be factored into 
your plans. 

While economic impact payments are not taxable, if you did not receive an economic impact 
payment and were entitled to one or if you did not receive the full amount you were entitled to, 
we will apply for any additional amount you are due when we file your 2020 tax return. If your 
business got a PPP loan and the loan was forgiven, while the amount received will not be 
included in your income, the expenses paid with the proceeds will not be deductible either, 
thereby creating additional taxable income.  
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If we did not prepare your 2019 return, but you, or someone you refer to us, mentions this letter, 
we will take $150.00 off our normal fee of $250.00 and charge you and/or your friends only 
$100.00. You can be sure that planning will save you many times this small amount. 
 
Remember, the time to act is now, before the clock strikes midnight on December 31.  Time is 
limited, and our appointment calendar fills up fast, so be sure to make your appointment early. 
This will ensure that you will get an appointment that works with your schedule and still have 
plenty of time to put your tax plan into action.  
 
Sincerely, 

 
Steven J Weil, Ph.D., EA      Theresa J Weil, Ph.D., EA 
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Year-End Tax Planning Moves for Individuals 

• If you believe you underpaid your estimated taxes for 2020, adjust your tax withholding on wages, pension or IRA 
distributions to make up any shortage. Withholding done by year end counts as withholding done equally through 
the year and this method can be used to reduce the underpayment penalty.  

• Higher-income earners must be wary of the surtax on certain unearned income. The surtax is 3.8% of the lesser of: 
(1) net investment income (NII), or (2) the excess of modified adjusted gross income (MAGI) over a threshold 
amount ($250,000 for joint filers or surviving spouses, $125,000 for a married individual filing a separate return, 
and $200,000 in any other case).  As year-end nears, a taxpayer's approach to minimizing or eliminating the 3.8% 
surtax will depend on his estimated MAGI and NII for the year.  

• The 0.9% additional Medicare tax also may require higher-income earners to take year-end actions.  It applies to 
individuals for whom the sum of their wages received with respect to employment and their self-employment 
income is in excess of a threshold amount ($250,000 for joint filers, $125,000 for married couples filing separately, 
and $200,000 in any other case).  

• Long-term capital gain from sales of assets held for over one year is taxed at 0%, 15% or 20%, depending on the 
taxpayer's taxable income. The 0% rate generally applies to the excess of long-term capital gain over any short-term 
capital loss to the extent that it, when added to regular taxable income, is not more than the “maximum zero rate 
amount” (e.g., $78,750 for a married couple). If the 0% rate applies to long-term capital gains you took earlier this 
for example, you are a  joint filer who made a profit of  $5,000 on the sale  of stock  bought  in  2009, and other 
taxable  income for 2019 is $70,000 then before year-end, try not to sell assets yielding a capital loss because the 
first $5,000 of such losses won't yield  a  benefit this year.  And if you hold long-term appreciated-in-value assets, 
consider selling enough of them to generate long-term capital gains sheltered by the 0% rate. 

• Postpone income until 2021 and accelerate deductions into 2020 if doing so will enable you to claim larger 
deductions, credits, and other tax breaks for 2020 that are phased out over varying levels of adjusted gross income 
(AGI). These include deductible IRA contributions, child tax credits, higher education tax credits, and deductions 
for student loan interest.  Postponing income also is desirable for those taxpayers who anticipate being in a lower tax 
bracket next year due to changed financial circumstances.  Note, however, that in some cases, it may pay to actually 
accelerate income into 2020. For example, that may be the case where a person will have a more favorable filing 
status this year than next (e.g., head of household versus individual filing status), or expects to be in a higher tax 
bracket next year. 

• If you believe a Roth IRA is better than a traditional IRA, consider converting traditional-IRA money invested in 
beaten-down stocks (or mutual funds) into a Roth IRA in 2020 if eligible to do so. Keep in mind, however, that such 
a conversion will increase your AGI for 2020, and possibly reduce tax breaks geared to AGI (or modified AGI).  

• Many taxpayers won’t be able to itemize because of high basic standard deduction amounts that apply for 2020 
($24,800 for joint filers, $12,400 for singles and for marrieds filing separately, $18,650 for heads of household), and 
because many itemized deductions have been reduced or abolished.   No more than $10,000 of state and local taxes 
may be deducted; miscellaneous itemized deductions (e.g., tax preparation) fees and unreimbursed employee 
expenses) are not deductible; and personal casualty and theft losses are deductible only if they're attributable to a 
federally declared disaster and only to the extent the $100-per-casualty and 10%-of-AGI limits are met. You can still 
itemize medical expenses but only to the extent they exceed 7.5% of your  adjusted gross income, state and local 
taxes up to $10,000, your charitable contributions, plus interest deductions on a restricted amount of qualifying 
residence debt, but payments of those items won't save taxes if they don't cumulatively exceed standard deduction 
amount that applies to your filing status. 

• No minimum distributions (RMDs) from your IRA or 401(k) plan (or other employer-sponsored retirement plan) are 
required this year due to the CARES act which suspended the requirement for 2020. 

• The CARES Act also removed the early distribution penalties for early distribution of up to $100,000, from IRAs 
and Qualified Plans if Covid-19 related.  

• Make gifts sheltered by the annual gift tax exclusion before the end of the year and thereby save gift and estate 
taxes.  The exclusion applies to gifts of up to $15,000 made in 2020 to each of an unlimited number of individuals. 
You can't carry over unused exclusions from one year to the next. Such transfers may save family income taxes 
where income-earning property is given to family members in lower income tax brackets who are not subject to the 
kiddie tax. 
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Year-End Tax-Planning Moves for Businesses & Business Owners 

• Business taxpayers other than corporations may be entitled to a deduction of up to 20% of their qualified business 
income. For 2020, if taxable income exceeds $326,600  for a  married  couple  filing jointly,  or $163,300  for all  
other taxpayers,  the deduction may be limited  based on whether the taxpayer is engaged in a  service-type trade or 
business (such as law, accounting, health, or consulting), the amount of W-2  wages  paid by the trade  or business, 
and/or  the unadjusted  basis of qualified  property (such as machinery and  equipment) held by the trade or business. 
The limitations are phased in for joint filers with taxable income between $326,600 and $426,600 and for all other 
taxpayers with taxable income between $163,300 and $213,300. For some, a simple increase in payroll can mean the 
difference between getting the deduction and not getting it, so pre year end planning can be vital. 

• Taxpayers may be able to achieve significant savings by deferring income or accelerating deductions so as to come 
under the dollar thresholds (or be subject to a smaller phaseout of the deduction) for 2020.  Depending on their 
business model, taxpayers also may be able increase the new deduction by increasing W-2 wages before year-end. 
The rules are quite complex, so don't make a move in this area without consulting your tax adviser at RMS 
Accounting. 

• Businesses should consider making expenditures that qualify for the liberalized business property expensing option. 
For tax years beginning in 2019, the expensing limit is $1,040,000, and the investment ceiling limit is $2,590,000.  
Expensing is generally available for most depreciable property (other than buildings) and off -the -shelf computer 
software.  It is also available for qualified improvement property. 

• Businesses also can claim a 100% bonus first year depreciation deduction for machinery and equipment—bought 
used (with some exceptions) or new if purchased and placed in service this year. The 100% writeoff is permitted 
without any proration based on the length of time that an asset is in service during the tax year. As a result, the 100% 
bonus first-year write-off is available even if qualifying assets are in service for only a few days in 2020. 

• To reduce 2020 taxable income, consider deferring a debt-cancellation event (excluding PPP forgiveness) until 
2021. 

• To reduce 2020 taxable income, consider disposing of a passive activity in 2020 if doing so will allow you to deduct 
suspended passive activity losses. 

These are just some of the year-end steps that can be taken to save taxes.  Again, by contacting us, we can tailor a 
particular plan that will work best for you. 

 
 

Call today for a tax planning appointment. 954-563-1269 
 


