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Year-End Planning in 2020
A Tumultuous Election Year



© 2011-2020 Keebler Tax & Wealth Education.
All Rights Reserved 3

Year-end Planning
Annual General Checklist

 Bracket Management
 Bonuses
 Recognition events
 Time business expenses –

AMT awareness

 Itemized Deduction Timing
Medical expenses
 Property tax
 Charitable contributions
 Casualty & theft losses

 Gain Harvesting
 Current < Future rate ?
 Consider forced recognition 

events (e.g. warrants)

 Loss Harvesting
 Offset gains
 $3,000 ordinary income offset 
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Year-end Planning
Annual General Checklist

 Retirement Planning
 Fund IRAs
 Fund 401ks
 Fund pension plans
 Optimize Traditional/Roth mix
 Consider Roth conversions
 Review RMDs
 Review NUA

 Education Planning
 Time tuition payments
 Fund 529 plans
 Fund Coverdell accounts

 Executive Planning
 Review NQDC
 Review NQSOs / ISOs
 Review concentrated positions

 Charitable Planning
 Consider QCD
 Consider appreciated assets
 Consider DAF

 Estate Tax Planning
 Make annual exclusion gifts
 Make medical gifts
 Make tuition gifts
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Year-end Planning
Annual General Checklist

 Estimated Taxes
 Review payments & 

estimated taxable income
 Extra payment to reduce 

penalty
 Additional W-2 withholding 

to eliminate penalty
 AMT review

Medical Expense Planning
 Review Medicare premiums
 Review HSA contributions
 Review FSA balance

 Significant Financial Events 
Next Year
 Recognition events
 New investments
 Re-allocation plans
 Vesting

Major Life Events Next Year
 Family changes
 Job changes
Moving



© 2011-2020 Keebler Tax & Wealth Education.
All Rights Reserved 6

General Democratic Party
Tax Policy Themes

• Additional payroll taxes on high-earners
• Increase the marginal rate imposed on high-income 

individuals
• Increase the capital gains rate imposed on high-

income individuals
• Tax wealth generally; various ideas include an annual 

wealth tax & greater estate & gift taxes
• Increase the corporate income tax rate
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Retro-Activity Risk

• Congress may have the ability to enact retro-active 
tax legislation thereby limiting the ability to front-run 
changes

• Retroactive taxation of transactions is possible if 
rationally related to a legitimate legislative. Pension
Benefit Guaranty Corporation v. R. A. Gray & Co., 467 
U. S. 717 (1984); United States v. Carlton, 512 U.S. 26 
(1994).
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Former Vice President Biden 
Tax Policy Proposals

• Tax increases on over $400,000 of income
– Expand the 12.4% Social Security tax
– Restore the 39.6% marginal rate
– Cap the itemized deduction tax benefit to 28%
– Restore the 3% PEASE limitation
– Add a new Section 199A Deduction Phaseout
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Former Vice President Biden 
Tax Policy Proposals

• Taxes on Capital
– 39.6% rate applied to 

capital gains over 
$1,000,000

– Eliminate the Basis 
“Step-up” at Death

CAPITAL GAINS 
AHEAD

DANGER
Fund CRTs with great caution. 
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• Other Tax Ideas for Individuals
– Increase the Child and Dependent Care Tax Credit from 

$6,000 to $8,000
– Expand the ACA premium credit
– Expand the EITC for childless workers over 65
– New renewal energy tax credits
– First time home buyers tax credit
– Renters credit for those who are “housing cost burdened”
– Expanded retirement savings credit

Former Vice President Biden 
Tax Policy Proposals
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Former Vice President Biden 
Tax Policy Proposals

• Proposal to Expand Social Security Tax
– Applies to earned income over $400,000
– The established 12.4% rate & employee/employer 

split retained
– Creates a tax-free gap between the Social Security 

base and the $400,000 threshold

$0 $137,700 $400,000

12.4% 12.4%0%
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Former Vice President Biden 
Tax Policy Proposals

• Solutions for Business Owners if Social Security Tax 
is Expanded 
– S-corporation dividends 

• Recall, S-corporation dividends are not subject to employment 
taxes

• As a solution, this assumes Congress does not close this 
“loophole” & the reduced salary is a “reasonable wage” 
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Former Vice President Biden 
Tax Policy Proposals

• Solutions for Business Owners if Social Security Tax 
is Expanded 
– Reorganize (or elect to be taxed) as a C-corporation 

• W-2 earners subject to the expanded tax would have a marginal 
rate of 55.8% [39.6%+12.4%+2.9%+0.9%]

• C-corporation owners with $400,000 - $1,000,000 of income under 
Biden’s plan could have a effective rate on dividends of 45.1% 
[28% + (1-.28) x 23.8%] 

• C-corporation owners greater than $1,000,000 of income under 
Biden’s plan could have a effective rate on dividends of 51.9% 
[28% + (1-.396) x 39.6%] 
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Former Vice President Biden 
Tax Policy Proposals

• Solutions for Executive Compensation 
if the Social Security Tax is Expanded 
– Incentive Stock Options (ISOs) – No FICA Tax on 

option spread
– Non-Qualified Stock Options (NQSOs) – FICA Tax 

on option spread, but it’s delayed until exercise
– Deferred Compensation – No favorable treatment, 

but there’s a timing benefit and the possibility of 
taking advantage of the “doughnut hole”
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Former Vice President Biden 
Tax Policy Proposals

• Proposal to Restore the 39.6% marginal rate
– Would apply to income over $400,000
– Unclear how it is affected by filing status
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Former Vice President Biden 
Tax Policy Proposals

• Accelerating 2020 income to plan for a 39.6%
– Roth conversions
– Harvest gains

Real property – consider a “failed” 1031 exchange or opportunity zone

Stock
Bonds

– Defer loss harvesting
– Defer business expenses
– Exercise NSOs
– 453 Sales - consider the election to accelerate recognition
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Former Vice President Biden 
Tax Policy Proposals

• Proposal to Cap Itemized Deductions to a 28% Tax 
Benefit
– Rough justice to limit the regressive nature of itemized 

deductions

22% 24% 32% 35% 37%
Current

Deduction
Tax-Value
Proposed
Deduction
Tax-Value

8,800$        9,600$        11,200$      11,200$      11,200$      

14,800$      

Marginal Tax Rate

Itemized Deductions of $40,000

8,800$        9,600$        12,800$      14,000$      


Sheet1

		Itemized Deductions of $40,000



				Marginal Tax Rate

				22%		24%		32%		35%		37%

		Current		$   8,800		$   9,600		$   12,800		$   14,000		$   14,800

		Deduction

		Tax-Value

		Proposed		$   8,800		$   9,600		$   11,200		$   11,200		$   11,200

		Deduction

		Tax-Value
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Former Vice President Biden 
Tax Policy Proposals

• Proposal to Cap Itemized Deductions to a 
28% Tax Benefit
– Exact calculation method unclear however 

perhaps itemized deductions would be reduced by 
a ratio

– For example, someone with $40,000 of itemized 
deductions subject to 39.6% marginal rate would 
reduce the deducible amount as follows:

$40,000 x 28%
39.6%

= $28,282.82
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Former Vice President Biden 
Tax Policy Proposals

• Proposal to Restore the 3% Pease limitation
– Would apply if income exceeds $400,000
– Recall, the old Pease Limitation:
Applied after $313,800 (2017 MFJ) AGI threshold
Reduced itemized deductions by 3% of AGI over the 

threshold, up to 80% of itemized deductions
Standard deduction available if greater
Reduction only applied to charitable, SALT, mortgage 

interest, and miscellaneous itemized deductions only
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Former Vice President Biden 
Tax Policy Proposals

• Proposal to Restore the Pease limitation
– Consider a married couple with an AGI of $1,000,000 
– They have $40,000 of itemized deductions attributable 

only to SALT, mortgage interest, & charity
– A new Pease Limitation with the “double” standard 

deduction quickly eliminates the value of itemizing:

3% x ($1,000,000 - $400,000) = $18,000
$40,000 - $18,000 = $22,000 < $24,800 standard deduction
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Former Vice President Biden 
Tax Policy Proposals

• Proposal to Add a New Section 199A 
Deduction Phaseout
– Would apply if income exceeds $400,000
– There are few other details; Assumably, it is merely 

another limitation on the availability of the deduction for 
non-SSTBs

$ 0 $326,600 – 426,600
Existing Limitations Phase-in

$400,000
Start of New Phase-out

$ ?
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Former Vice President Biden 
Tax Policy Proposals

Shareholder's 
Income Level

Pre-2018: Trump / TCJA Biden Proposal: 

50,000$              15.0% 9.6% 9.6%
100,000$            25.0% 17.6% 17.6%
150,000$            25.0% 17.6% 17.6%
200,000$            28.0% 19.2% 19.2%
250,000$            33.0% 19.2% 19.2%
300,000$            33.0% 19.2% 19.2%
350,000$            33.0% 25.6% 25.6%
400,000$            33.0% 28.0% 31.7%
450,000$            35.0% 28.0% 35.6%
500,000$            39.6% 28.0% 39.6%
550,000$            39.6% 28.0% 39.6%
600,000$            39.6% 29.6% 39.6%

S-Corp Effective Rate - MFJ


Sheet1

		C-Corp Effective Rate

		Shareholder's Qualified Divident Rate		Pre-2018:       35%		Trump / TCJA:  21%		Biden Proposal: 28%
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		23.8%		50%		40%		45%

		43.4%						59%
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		$   300,000		33.0%		19.2%		19.2%

		$   350,000		33.0%		25.6%		25.6%

		$   400,000		33.0%		28.0%		31.7%

		$   450,000		35.0%		28.0%		35.6%

		$   500,000		39.6%		28.0%		39.6%

		$   550,000		39.6%		28.0%		39.6%

		$   600,000		39.6%		29.6%		39.6%
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Former Vice President Biden 
Tax Policy Proposals

• Proposal to eliminate the preferential rate for 
long-term capital gains and qualified 
dividends on income over $1,000,000
– Most significant proposal & a fundamental shift
– Basically an increase from 20% to 39.6%
– Expect many people to sell assets if it’s set to take 

effect

Consider, for example, how risky funding a 
substantial sale CRT may be in 2020.
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Former Vice President Biden 
Tax Policy Proposals

• Eliminate capital gains rate – deeper thinking
– A 39.6% capital gains rate will encourage longer holding 

periods
– If the “step-up” in basis at death is retained, many people 

will be substantially more encouraged to hold onto assets 
until death

– If the “step-up” in basis at death is repealed in-favor of a 
forced-recognition event, people will be encouraged 
recognize gains before death to:

(1) Find better investments and 
(2) Avoid a 39.6% applying in the year of death instead of a 20% rate 
during life, for example
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Former Vice President Biden 
Tax Policy Proposals

• Proposal to eliminate the Section 1014(a) Basis 
Adjustment at the – “The STEP-UP”
– Most significant proposal & a fundamental shift in the 

taxation of wealthy individuals
– Unclear whether the proposed 39.6% rate would apply to gains in 

excess of $1,000,000 at death
– Unclear whether the proposal includes an income tax deduction for 

estate tax paid (or vice versa)
– Presumably, gifting assets would also be a recognition event
– Expect huge gifts & sales if it’s set to take effect
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Consider someone who bought 10,000 shares of Apple at
average price of $2.50 just before the “.com bubble” burst 

and died at a $300 share price.

$1,200,000 

$1,200,000 

$1,200,000 

$702,900 

$1,178,100 

$1,800,000 

$1,097,100 

$621,900 

Current Law

Proposal w/ 691(c) Deduction

Proposal w/o 691(c)  Deduction

Estate Tax Income Tax Net to Family
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• Business Income Tax Increase
– Increase corporate tax rate from 21% to 28%

Former Vice President Biden 
Tax Policy Proposals

Shareholder's 
Qualified 

Dividend Rate
Pre-2018:       

35%
Trump / TCJA:  

21%
Biden Proposal: 

28%
0% 35% 21% 28%
15% 45% 33% 39%

18.8% 47% 36% 42%
23.8% 50% 40% 45%
43.4% 59%

C-Corp Effective Rate
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• Other Business Tax Ideas
– New corporate minimum tax
– Double the GILTI rate
– Manufacturing Communities Tax Credit – would reduce the 

tax obligations of businesses in communities which 
experience major layoffs

– New Market Tax Credit – expand & make permanent

Former Vice President Biden 
Tax Policy Proposals
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Year-end Planning
A Checklist of Ideas to Prepare for a Biden Administration

 Bracket Management
 Accelerate bonuses to avoid 

rate increases
 Accelerate recognition events 

to avoid rate increases
 Defer business expenses to 

capture a greater benefit if 
rates increase

 Consider what reinstatement 
of the AMT would mean

 Itemized Deduction Timing
 Carefully consider property 

tax payments 
 Defer to capture a greater 

benefit due to higher rates
 Defer in-case the $10,000 SALT 

deduction cap is repealed
 Accelerate to avoid additional 

itemized deduction limits

 Carefully consider charitable 
contribution timing:
 Defer to capture a greater 

benefit due to higher rates
 Accelerate to avoid additional 

itemized deduction limits
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Year-end Planning
A Checklist of Ideas to Prepare for a Biden Administration

 Gain & Loss Harvesting
 Harvest gains to avoid rate 

increases
 Defer harvesting losses to 

offset rate increases
 Consider flexible gain 

recognition strategies

 Retirement Planning
 Roth conversions before rates 

increase
 NUA rollout before rates increase
 Diversify concentrated positions 

before rates increase

 Executive Planning
 Reconsider NQCD funding to 

avoid rate increases & increased 
payroll taxes

 Consider ISO exercise in case the 
AMT returns in-force

 Consider NQSO exercise to avoid 
rate increase & increased payroll 
tax

 Estate Tax Planning
 Consider large lifetime gifts

 Capture the large estate tax 
exemption

 Avoid a forced recognition event
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Core Year-End Planning in 2020
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Tax Rates

10.0% 10.0% 10.0%

12.0% 12.0%15.0%

22.0% 22.0%

24.0% 24.0%

25.0%

28.0%

32.0% 32.0%
33.0%

35.0%

35.0%

37.0%

39.6%
39.6%

 $-

 $100,000

 $200,000

 $300,000

 $400,000

 $500,000

 $600,000

 $700,000
2017 2020 2022 ?

Married Filing Jointly



© 2011-2020 Keebler Tax & Wealth Education.
All Rights Reserved 38

Tax Rates
Income Tax Rates 2020



© 2011-2020 Keebler Tax & Wealth Education.
All Rights Reserved 39

2020 CURRENT STANDARD DEDUCTION
S MFJ/QW MFS HOH

$ 12,400 $ 24,800 $ 12,400 $ 18,650

Tax Rates
Standard Deductions
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THE OLD RULE WAS TO 
ACCELERATE DEDUCTIONS

THE NEW RULE IS TO 
TIME DEDUCTIONS

Tax Reform
Itemized Deductions
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• Art and Alice are married taxpayers filing a 
joint return.

• They typically give about $15,000 to charity 
annually at the end of the year

• The SALT deduction, capped at $10,000, is the 
only other itemized deduction they can claim 

Bracket Management
Itemized Deductions
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• If they make their annual donation as usual, they will 
have $25,000 of itemized deductions, which only 
decreases their taxable income by $200 in 2020 
since they are already entitled to a $24,800 standard 
deduction

• However, if they lump together their 2020 and 2021 
contributions in 2020, their taxable income will be 
reduced by an additional $15,000 in 2020 and their 
total deductions will be relatively unchanged in 2021

Bracket Management
Itemized Deductions
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Bracket Management
Itemized Deductions

Important for 2020

The CARES Act
allows a charitable contribution 

of cash up to 100% of AGI in 2020.
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Donor

Community Foundation
(Third Party Administrator)

Food
Pantry Church Red Cross

Gift of cash, 
stock and/or 
other assets

Immediate 
income tax 
deduction

Distributions based on advice 
from donor, but ultimately 
determined by the fund.

Donor Advised Fund
Overview

The elimination of the percentage 
limitations for 2020 cash 

contributions by the CARES Act 
does not apply to contributions 

made to Donor Advised Funds or 
Supporting Organizations.
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• Donors with a high income year, but distributed
charitable intent

• Donors who plan relatively small annual charitable
gifts who otherwise would not benefit from
itemizing

• Donors who plan to fund many small charitable gifts
with proceeds from securities

• Donors whose planned contributions are insufficient
to justify the costs of a private foundation

• Donors who wish to avoid or be relieved of the
administration of a private foundation

Donor Advised Fund
Who does it appeal to?
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Gain & Loss Harvesting
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Bracket Management 
Harvest Capital Gains

• Strategy:
– Taxpayer expects to be in a higher tax bracket in the future
– Sells assets in the current year, pays tax a lower tax rate and 

steps up basis
– Repurchases the same or similar assets

• Effect: Shifts recognition of capital gain from a higher 
future rate to a current lower rate
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• On the surface, it appears that taxpayers should 
always harvest gains

• However, harvesting gains introduces a tradeoff 
between lower tax rates versus the loss of tax 
deferral
– Tax is paid at a lower rate, but it is paid sooner
– Need to determine a crossover point at which selling 

sooner makes more sense; A way to conceptualize this 
would be to use a return on investment (ROI) approach

Bracket Management 
Capital Gain Harvesting – Tradeoffs
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• Harvesting Capital Losses: Selling assets at a loss to 
offset capital gains 

• Reduces or eliminate tax on current capital gain
• On the surface, loss harvesting produces an economic 

benefit equal to the tax saved, however it generally only 
provides a timing benefit. 
– Assets purchased with the proceeds have a lower basis than 

the assets sold
– Therefore, more capital gains tax is owed in the future
– However, deferral remains valuable

Bracket Management 
Harvest Capital Losses
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• Capital losses are more tax effective if they can 
be used to offset income taxed at higher rates

• Remember: Capture the up to $3,000 capital loss which can offset 
ordinary income!

• Warning: Remember the wash sale rule prevents taxpayers from 
repurchasing a substantially similar security within 30 days of selling 
at a loss

Short-Term Gain Long-Term Gain

Short-Term Loss NEUTRAL INEFFECTIVE

Long-Term Loss EFFECTIVE NEUTRAL

Bracket Management 
Efficiency of Harvesting Capital Losses
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Former Vice President Biden 
Tax Policy Proposals

• Proposal to eliminate the preferential rate for 
long-term capital gains and qualified 
dividends on income over $1,000,000
– Most significant proposal & a fundamental shift
– Basically an increase from 20% to 39.6%
– Expect many people to sell assets if it’s set to take 

effect

Consider, for example, how risky funding a 
substantial sale CRT may be in 2020.
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Former Vice President Biden 
Tax Policy Proposals

• Eliminate capital gains rate – deeper thinking
– A 39.6% capital gains rate will encourage longer holding 

periods
– If the “step-up” in basis at death is retained, many people 

will be substantially more encouraged to hold onto assets 
until death

– If the “step-up” in basis at death is repealed in-favor of a 
forced-recognition event, people will be encouraged 
recognize gains before death to:

(1) Find better investments and 
(2) Avoid a 39.6% applying in the year of death instead of a 20% rate 
during life, for example
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College 
Planning
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• Education Savings Accounts (ESAs) & Qualified Tuition 
Programs (QTPs/529s)

• Both provide annual tax-free growth & tax-free withdrawals 
for “qualified education expenses”

• QTPs offer a variety of annual savings incentives which vary by 
state: deductions, credits & grants

• ESAs can be used for primary & secondary in addition to 
higher education expenses

• The TCJA expanded QTP “qualified education expenses” to 
include primary & secondary higher education expenses

College Planning
Encourage Clients Fund Saving Plans
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• American Opportunity Tax Credit (AOTC) can only be 
claimed for the first four academic years of a college 
student and can only be claimed in four tax years.

• This dual limitation can make choosing when to claim 
the credit difficult because tax years and academic 
years do not align:

College Planning
Carefully Claim the AOTC

2018 20222019 2020 2021
Freshman Sophomore Junior Senior


Sheet1

		Freshman				Sophomore				Junior				Senior

		2018		2019				2020				2021				2022
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College Planning
Claiming College-Aged Dependents

• Despite the suspension of dependency exemptions by the 
TCJA, dependency remains an issue

• Education credits can be claimed by parents who have a 
student dependent:
– Students who receive ½ of their support from their parents are 

dependents
– Students 24 and over must also not earn more than $4,050 in 2018 to 

be dependents

• However, parents do not have to claim the child as a 
dependent – which is beneficial for parents phased out of 
education credits
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Retirement Income 
Tax Planning
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Bracket Management
Encourage Retirement Plan Funding

• The 401k and IRA are excellent statutory tax-shelters. 
• Remember IRA contributions can be made up to 

April 15 for the previous tax year
• Deductible contributions can be deceptively valuable 

by reducing the impact of certain phase-outs.
• Most importantly, the lack of annual “tax-drag” is 

valuable and therefore an investment in a qualified 
account will always outperform a taxable investment
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Bracket Management
Encourage Retirement Plan Funding

Compare the after-tax value of $5,000 growing in a Traditional or
Roth IRA/401k compared to a taxable brokerage account over a
significant period of time:

Assumptions: 5% growth rate, 2% yield, 5% annual account turnover, 25% ordinary income tax 
rate, and a 15% capital gains tax rate.
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2020 Rates
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Defined Contribution Plan 
2020 Limits
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“Asset Location”
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“Asset Location”

Interest 
Income

Capital 
Gain 

Income

Roth IRA 
and 

Insurance

Real Estate 
and 

Oil & Gas

Pension 
and

IRA Income

•Money market
•Corporate 
bonds

•US Treasury 
bonds

Attributes
•Annual 
income tax on 
interest

•Taxed at 
highest 
marginal rates

•Equity 
Securities

Attributes
•Deferral until 
sale

•Reduced 
capital gains 
rate

•Step-up 
basis at 
death

Real Estate
•Depreciation 
tax shield

•1031 
exchanges

•Deferral on 
growth until 
sale

•199A 
Deduction

Oil & Gas
•Large up front 
IDC 
deductions

•Depletion 
allowances

•199A 
Deduction

•Pension plans
•Profit sharing 
plans

•Annuities

Attributes
•Growth during 
lifetime

•RMD for IRA 
and qualified 
plans

•No step-up

Dividend 
Income

Tax Exempt 
Interest

•Equity 
Securities

Attributes
•Qualified 
dividends  at 
LTCG rate

•Return of 
capital 
dividend

•Capital gain 
dividends

•Bonds issued by 
State and local 
Governmental 
entities 

Attributes
•Federal tax 
exempt

•State tax exempt

Roth IRA
•Tax-free growth 
during lifetime

•No 70½  RMD
•Tax-free 
distributions out 
to beneficiaries 
life expectancy

Life Insurance
•Tax-deferred 
growth

•Tax-exempt 
payout at death
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Traditional IRA Roth IRA Non-Deductible
IRA

Tax Deduction for 
Contribution ✓

Tax-free 
Distributions ✓ Contribution 

returned tax-free

Tax-free 
Compounding ✓ ✓ ✓

Required Minimum 
Distributions ✓ ✓

Qualified Account Basics
A Quick Refresher
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Roth Conversions
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TAX REFORM REPEALED THE 
ABILITY TO RECHARACTERIZE A 

ROTH CONVERSION

However, it is still possible to 
recharacterize a Roth contribution.

Roth Conversions
2017 Tax Reform Refresher
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Mathematics of Roth IRA 
Conversions

• In simplest terms, a traditional IRA will produce 
the same after-tax result as a Roth IRA provided 
that:
– The annual growth rates are the same
– The tax rate in the conversion year is the same as the 

tax rate during the withdrawal years 

A x B x C = D
A x C x B = D
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Mathematics of Roth IRA 
Conversions

Traditional IRA Roth IRA
Current Account Balance 1,000,000$           1,000,000$      
Less: Income Taxes @ 40% -                       (400,000)          
Net Balance 1,000,000$           600,000$         

Growth Until Death 200.00% 200.00%

Account Balance @ Death 3,000,000$           1,800,000$      
Less: Income Taxes @ 40% (1,200,000)           -                  
Net Account Balance to Family 1,800,000$           1,800,000$      


Sheet1

				Traditional IRA		Roth IRA

		Current Account Balance		$   1,000,000		$   1,000,000

		Less: Income Taxes @ 40%		- 0		(400,000)

		Net Balance		$   1,000,000		$   600,000

		Growth Until Death		200.00%		200.00%

		Account Balance @ Death		$   3,000,000		$   1,800,000

		Less: Income Taxes @ 40%		(1,200,000)		- 0

		Net Account Balance to Family		$   1,800,000		$   1,800,000
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Reasons for converting to a Roth IRA
1. The taxpayer have special favorable tax attributes that need to be 

consumed such as charitable deduction carry-forwards, investment 
tax credits, NOLs, etc.…

2. The client expects the converted amount to grow significantly
3. Current marginal income tax rate is likely lower than at distribution
4. Cash outside the qualified account is available to pay the income 

tax due to the conversion
5. The funds converted are not required for living expenses, or 

otherwise, for a long period
6. The client expects their spouse to outlive them and will require the 

funds for living expenses
7. The client expects to owe estate tax

Mathematics of Roth IRA 
Conversions
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Mathematics of Roth IRA 
Conversions

• The key to successful Roth IRA conversions is 
often to keep as much of the conversion income 
as possible in the current marginal tax bracket
– However, there are times when it may make sense to 

convert more and go into higher tax brackets
– Need to take into consideration the 3.8% Medicare 

“surtax”
– Need to take into consideration phase-outs of tax-

benefits
– Need to take into consideration the impact of AMT
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Mathematics of Roth IRA 
Conversions

10% tax 
bracket

12% tax 
bracket

22% tax 
bracket

24% tax 
bracket

32% tax 
bracket

35% tax 
bracket

Current 
taxable 
income

Easy 
Conversion 

Target

Potential “Optimum“ 
Conversion

37% tax 
bracket

NIIT

199A 
Threshold
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Retirement Account 
“DrawDown”
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Perhaps one of the most important decisions a 
retiree must make is to determine from which 
retirement assets to withdraw funds to meet 

everyday living expenses. 

Retirement Account “DrawDown”
Distribution Planning
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Year 5 Year 10 Year 20 Year 30

OPTION 1 - Withdraw 100% From Traditional IRA

OPTION 2 - Withdraw 100% From Brokerage Account

OPTION 3 - Withdraw From Traditional IRA Up to 10% Tax Bracket

W
ea

lth

Retirement Account “DrawDown”
Distribution Planning
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• Decision factors
‒ Size of accounts
‒ Investment mix / performance
‒ Marginal income tax bracket
‒ Time horizon

Retirement Account “DrawDown”
Distribution Planning
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 $-

 $500,000

 $1,000,000

 $1,500,000

 $2,000,000

 $2,500,000

 $3,000,000

 $3,500,000

 $4,000,000

 $4,500,000

5 10 20 30
Year

Total Assets

100% IRA Distribution 100% Brokerage Account Distribution

Retirement Account “DrawDown”
Value of Account Preservation – Example 


OPTION 1

		OPTION 1 - Withdraw 100% From IRA

		Husband's Age				64		65		66		67		68		69		70		71		72		73		74		75		76		77		78		79		80		81		82		83		84		85		86		87		88		89		90		91		92		93

		Wife's Age				59		60		61		62		63		64		65		66		67		68		69		70		71		72		73		74		75		76		77		78		79		80		81		82		83		84		85		86		87		88

		ASSETS				2007		2008		2009		2010		2011		2012		2013		2014		2015		2016		2017		2018		2019		2020		2021		2022		2023		2024		2025		2026		2027		2028		2029		2030		2031		2032		2033		2034		2035		2036

		IRA

		Beginning Balance				$   1,300,000		$   1,216,000		$   1,127,620		$   1,034,553		$   936,472		$   833,025		$   724,337		$   610,041		$   489,743		$   363,025		$   229,437		$   88,498		$   (60,307)		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0

		Income		7.00%		91,000		85,120		78,933		72,419		65,553		58,312		50,704		42,703		34,282		25,412		16,061		6,195		(4,222)		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0

		Distributions				(175,000)		(173,500)		(172,000)		(170,500)		(169,000)		(167,000)		(165,000)		(163,000)		(161,000)		(159,000)		(157,000)		(155,000)		64,529		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0

		Ending Balance				$   1,216,000		$   1,127,620		$   1,034,553		$   936,472		$   833,025		$   724,337		$   610,041		$   489,743		$   363,025		$   229,437		$   88,498		$   (60,307)		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0

		RMD Factor				- 0		- 0		- 0		- 0		- 0		- 0		27.4		26.5		25.6		24.7		23.8		22.9		22.0		21.2		20.3		19.5		18.7		17.9		17.1		16.3		15.5		14.8		14.1		13.4		12.7		12.0		11.4		10.8		10.2		9.6

		RMD				$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   22,264		$   18,481		$   14,181		$   9,289		$   3,718		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0

		Brokerage Account

		Beginning Balance				$   1,400,000		$   1,474,010		$   1,551,707		$   1,633,325		$   1,719,113		$   1,809,335		$   1,903,937		$   2,003,197		$   2,107,409		$   2,216,889		$   2,331,970		$   2,453,007		$   2,580,377		$   2,564,088		$   2,578,755		$   2,594,040		$   2,609,998		$   2,626,684		$   2,644,160		$   2,662,525		$   2,681,810		$   2,702,126		$   2,723,510		$   2,746,120		$   2,769,965		$   2,795,215		$   2,821,886		$   2,850,160		$   2,880,150		$   2,911,974

		Yield (Interest & Dividends)		2.00%		28,000		29,480		31,034		32,667		34,382		36,187		38,079		40,064		42,148		44,338		46,639		49,060		51,608		51,282		51,575		51,881		52,200		52,534		52,883		53,250		53,636		54,043		54,470		54,922		55,399		55,904		56,438		57,003		57,603		58,239

		Growth		5.00%		70,000		73,701		77,585		81,666		85,956		90,467		95,197		100,160		105,370		110,844		116,598		122,650		129,019		128,204		128,938		129,702		130,500		131,334		132,208		133,126		134,091		135,106		136,175		137,306		138,498		139,761		141,094		142,508		144,008		145,599

		Subtotal				$   1,498,000		$   1,577,191		$   1,660,327		$   1,747,658		$   1,839,451		$   1,935,989		$   2,037,213		$   2,143,420		$   2,254,928		$   2,372,071		$   2,495,208		$   2,624,717		$   2,761,004		$   2,743,574		$   2,759,268		$   2,775,623		$   2,792,698		$   2,810,552		$   2,829,251		$   2,848,901		$   2,869,537		$   2,891,275		$   2,914,156		$   2,938,349		$   2,963,863		$   2,990,880		$   3,019,418		$   3,049,672		$   3,081,761		$   3,115,812

		Yield Disributed				(28,000)		(29,480)		(31,034)		(32,667)		(34,382)		(36,187)		(38,079)		(40,064)		(42,148)		(44,338)		(46,639)		(49,060)		(51,608)		(51,282)		(51,575)		(51,881)		(52,200)		(52,534)		(52,883)		(53,250)		(53,636)		(54,043)		(54,470)		(54,922)		(55,399)		(55,904)		(56,438)		(57,003)		(57,603)		(58,239)

		Stock Sales				- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		(33,000)		(112,500)		(112,500)		(112,500)		(112,500)		(112,500)		(112,250)		(112,250)		(112,000)		(112,000)		(111,500)		(111,500)		(111,000)		(111,000)		(110,500)		(110,000)		(109,500)		(109,000)

		Net Cash Flow Reinvested				4,010		3,997		4,033		4,122		4,266		4,135		4,063		4,053		4,109		4,236		4,438		4,720		(112,309)		(1,037)		(1,152)		(1,244)		(1,313)		(1,359)		(1,593)		(1,590)		(1,775)		(1,723)		(2,065)		(1,961)		(2,249)		(2,090)		(2,320)		(2,518)		(2,684)		(2,817)

		Ending Balance				$   1,474,010		$   1,551,707		$   1,633,325		$   1,719,113		$   1,809,335		$   1,903,937		$   2,003,197		$   2,107,409		$   2,216,889		$   2,331,970		$   2,453,007		$   2,580,377		$   2,564,088		$   2,578,755		$   2,594,040		$   2,609,998		$   2,626,684		$   2,644,160		$   2,662,525		$   2,681,810		$   2,702,126		$   2,723,510		$   2,746,120		$   2,769,965		$   2,795,215		$   2,821,886		$   2,850,160		$   2,880,150		$   2,911,974		$   2,945,755

		Beginning Basis				$   800,000		$   800,000		$   800,000		$   800,000		$   800,000		$   800,000		$   800,000		$   800,000		$   800,000		$   800,000		$   800,000		$   800,000		$   800,000		$   790,256		$   757,235		$   725,773		$   695,796		$   667,233		$   640,016		$   614,140		$   589,481		$   566,035		$   543,691		$   522,492		$   502,288		$   483,118		$   464,847		$   447,511		$   431,062		$   415,454

		Basis Consumed				- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		(9,744)		(33,022)		(31,462)		(29,977)		(28,563)		(27,217)		(25,876)		(24,659)		(23,446)		(22,344)		(21,199)		(20,204)		(19,170)		(18,271)		(17,336)		(16,449)		(15,608)		(14,811)

		Ending Basis				$   800,000		$   800,000		$   800,000		$   800,000		$   800,000		$   800,000		$   800,000		$   800,000		$   800,000		$   800,000		$   800,000		$   800,000		$   790,256		$   757,235		$   725,773		$   695,796		$   667,233		$   640,016		$   614,140		$   589,481		$   566,035		$   543,691		$   522,492		$   502,288		$   483,118		$   464,847		$   447,511		$   431,062		$   415,454		$   400,643

		Total Assets				$   2,690,010		$   2,679,327		$   2,667,879		$   2,655,585		$   2,642,360		$   2,628,274		$   2,613,237		$   2,597,153		$   2,579,914		$   2,561,407		$   2,541,504		$   2,520,070		$   2,564,088		$   2,578,755		$   2,594,040		$   2,609,998		$   2,626,684		$   2,644,160		$   2,662,525		$   2,681,810		$   2,702,126		$   2,723,510		$   2,746,120		$   2,769,965		$   2,795,215		$   2,821,886		$   2,850,160		$   2,880,150		$   2,911,974		$   2,945,755

		INCOME TAX				2007		2008		2009		2010		2011		2012		2013		2014		2015		2016		2017		2018		2019		2020		2021		2022		2023		2024		2025		2026		2027		2028		2029		2030		2031		2032		2033		2034		2035		2036

		IRA Distribution				$   175,000		$   173,500		$   172,000		$   170,500		$   169,000		$   167,000		$   165,000		$   163,000		$   161,000		$   159,000		$   157,000		$   155,000		$   (64,529)		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0

		Interest & Dividends				28,000		29,480		31,034		32,667		34,382		36,187		38,079		40,064		42,148		44,338		46,639		49,060		51,608		51,282		51,575		51,881		52,200		52,534		52,883		53,250		53,636		54,043		54,470		54,922		55,399		55,904		56,438		57,003		57,603		58,239

		Capital Gains				- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		23,256		79,478		81,038		82,523		83,937		85,283		86,374		87,591		88,554		89,656		90,301		91,296		91,830		92,729		93,164		93,551		93,892		94,189

		Taxable Income				$   203,000		$   202,980		$   203,034		$   203,167		$   203,382		$   203,187		$   203,079		$   203,064		$   203,148		$   203,338		$   203,639		$   204,060		$   10,335		$   130,760		$   132,613		$   134,404		$   136,137		$   137,817		$   139,257		$   140,842		$   142,190		$   143,698		$   144,772		$   146,218		$   147,230		$   148,633		$   149,602		$   150,554		$   151,495		$   152,429

		Federal Income Tax - Ordinary		28.00%		$   (56,840)		$   (56,834)		$   (56,850)		$   (56,887)		$   (56,947)		$   (56,892)		$   (56,862)		$   (56,858)		$   (56,881)		$   (56,935)		$   (57,019)		$   (57,137)		$   3,618		$   (14,359)		$   (14,441)		$   (14,527)		$   (14,616)		$   (14,709)		$   (14,807)		$   (14,910)		$   (15,018)		$   (15,132)		$   (15,252)		$   (15,378)		$   (15,512)		$   (15,653)		$   (15,803)		$   (15,961)		$   (16,129)		$   (16,307)

		Federal Income Tax - Capital Gains		15.00%		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		(3,488)		(11,922)		(12,156)		(12,378)		(12,591)		(12,793)		(12,956)		(13,139)		(13,283)		(13,448)		(13,545)		(13,694)		(13,775)		(13,909)		(13,975)		(14,033)		(14,084)		(14,128)

		State Income Tax - Ordinary		5.00%		(10,150)		(10,149)		(10,152)		(10,158)		(10,169)		(10,159)		(10,154)		(10,153)		(10,157)		(10,167)		(10,182)		(10,203)		646		(2,564)		(2,579)		(2,594)		(2,610)		(2,627)		(2,644)		(2,663)		(2,682)		(2,702)		(2,724)		(2,746)		(2,770)		(2,795)		(2,822)		(2,850)		(2,880)		(2,912)

		State Income Tax - Capital Gains		5.00%		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		(1,163)		(3,974)		(4,052)		(4,126)		(4,197)		(4,264)		(4,319)		(4,380)		(4,428)		(4,483)		(4,515)		(4,565)		(4,592)		(4,636)		(4,658)		(4,678)		(4,695)		(4,709)

		Income Tax				$   (66,990)		$   (66,983)		$   (67,001)		$   (67,045)		$   (67,116)		$   (67,052)		$   (67,016)		$   (67,011)		$   (67,039)		$   (67,101)		$   (67,201)		$   (67,340)		$   (387)		$   (32,819)		$   (33,227)		$   (33,625)		$   (34,013)		$   (34,393)		$   (34,726)		$   (35,091)		$   (35,411)		$   (35,765)		$   (36,035)		$   (36,384)		$   (36,648)		$   (36,994)		$   (37,257)		$   (37,521)		$   (37,787)		$   (38,057)

		CASH FLOW				2007		2008		2009		2010		2011		2012		2013		2014		2015		2016		2017		2018		2019		2020		2021		2022		2023		2024		2025		2026		2027		2028		2029		2030		2031		2032		2033		2034		2035		2036

		IRA Distribution				$   175,000		$   173,500		$   172,000		$   170,500		$   169,000		$   167,000		$   165,000		$   163,000		$   161,000		$   159,000		$   157,000		$   155,000		$   (64,529)		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0

		Interest & Dividends				28,000		29,480		31,034		32,667		34,382		36,187		38,079		40,064		42,148		44,338		46,639		49,060		51,608		51,282		51,575		51,881		52,200		52,534		52,883		53,250		53,636		54,043		54,470		54,922		55,399		55,904		56,438		57,003		57,603		58,239

		Stock Sales Proceeds				- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		33,000		112,500		112,500		112,500		112,500		112,500		112,250		112,250		112,000		112,000		111,500		111,500		111,000		111,000		110,500		110,000		109,500		109,000

		Subtotal				$   203,000		$   202,980		$   203,034		$   203,167		$   203,382		$   203,187		$   203,079		$   203,064		$   203,148		$   203,338		$   203,639		$   204,060		$   20,079		$   163,782		$   164,075		$   164,381		$   164,700		$   165,034		$   165,133		$   165,500		$   165,636		$   166,043		$   165,970		$   166,422		$   166,399		$   166,904		$   166,938		$   167,003		$   167,103		$   167,239

		Less: Income Tax				(66,990)		(66,983)		(67,001)		(67,045)		(67,116)		(67,052)		(67,016)		(67,011)		(67,039)		(67,101)		(67,201)		(67,340)		(387)		(32,819)		(33,227)		(33,625)		(34,013)		(34,393)		(34,726)		(35,091)		(35,411)		(35,765)		(36,035)		(36,384)		(36,648)		(36,994)		(37,257)		(37,521)		(37,787)		(38,057)

		Less: Living Expenses				(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)

		Net Cash Flow				$   4,010		$   3,997		$   4,033		$   4,122		$   4,266		$   4,135		$   4,063		$   4,053		$   4,109		$   4,236		$   4,438		$   4,720		$   (112,309)		$   (1,037)		$   (1,152)		$   (1,244)		$   (1,313)		$   (1,359)		$   (1,593)		$   (1,590)		$   (1,775)		$   (1,723)		$   (2,065)		$   (1,961)		$   (2,249)		$   (2,090)		$   (2,320)		$   (2,518)		$   (2,684)		$   (2,817)



&CPage 1.&P



OPTION 2

		OPTION 2 - Withdraw 100% From Brokerage Account

		Husband's Age				64		65		66		67		68		69		70		71		72		73		74		75		76		77		78		79		80		81		82		83		84		85		86		87		88		89		90		91		92		93

		Wife's Age				59		60		61		62		63		64		65		66		67		68		69		70		71		72		73		74		75		76		77		78		79		80		81		82		83		84		85		86		87		88

		ASSETS				2007		2008		2009		2010		2011		2012		2013		2014		2015		2016		2017		2018		2019		2020		2021		2022		2023		2024		2025		2026		2027		2028		2029		2030		2031		2032		2033		2034		2035		2036

		IRA

		Beginning Balance				$   1,300,000		$   1,391,000		$   1,488,370		$   1,592,556		$   1,704,035		$   1,823,317		$   1,950,949		$   2,016,313		$   2,081,368		$   2,145,760		$   2,209,091		$   2,270,908		$   2,330,705		$   2,387,914		$   2,442,430		$   2,493,083		$   2,539,749		$   2,581,716		$   2,618,206		$   2,648,369		$   2,671,278		$   2,685,927		$   2,692,460		$   2,689,978		$   2,677,532		$   2,654,130		$   2,618,741		$   2,572,339		$   2,514,223		$   2,443,727

		Income		7.00%		91,000		97,370		104,186		111,479		119,282		127,632		136,566		141,142		145,696		150,203		154,636		158,964		163,149		167,154		170,970		174,516		177,782		180,720		183,274		185,386		186,989		188,015		188,472		188,298		187,427		185,789		183,312		180,064		175,996		171,061

		Distributions				- 0		- 0		- 0		- 0		- 0		- 0		(71,203)		(76,087)		(81,303)		(86,873)		(92,819)		(99,166)		(105,941)		(112,637)		(120,317)		(127,850)		(135,815)		(144,230)		(153,111)		(162,477)		(172,341)		(181,482)		(190,955)		(200,745)		(210,829)		(221,177)		(229,714)		(238,180)		(246,492)		(254,555)

		Ending Balance				$   1,391,000		$   1,488,370		$   1,592,556		$   1,704,035		$   1,823,317		$   1,950,949		$   2,016,313		$   2,081,368		$   2,145,760		$   2,209,091		$   2,270,908		$   2,330,705		$   2,387,914		$   2,442,430		$   2,493,083		$   2,539,749		$   2,581,716		$   2,618,206		$   2,648,369		$   2,671,278		$   2,685,927		$   2,692,460		$   2,689,978		$   2,677,532		$   2,654,130		$   2,618,741		$   2,572,339		$   2,514,223		$   2,443,727		$   2,360,233

		RMD Factor				- 0		- 0		- 0		- 0		- 0		- 0		27.4		26.5		25.6		24.7		23.8		22.9		22.0		21.2		20.3		19.5		18.7		17.9		17.1		16.3		15.5		14.8		14.1		13.4		12.7		12.0		11.4		10.8		10.2		9.6

		RMD				$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   71,203		$   76,087		$   81,303		$   86,873		$   92,819		$   99,166		$   105,941		$   112,637		$   120,317		$   127,850		$   135,815		$   144,230		$   153,111		$   162,477		$   172,341		$   181,482		$   190,955		$   200,745		$   210,829		$   221,177		$   229,714		$   238,180		$   246,492		$   254,555

		Brokerage Account

		Beginning Balance				$   1,400,000		$   1,344,910		$   1,285,459		$   1,221,390		$   1,152,431		$   1,078,291		$   998,660		$   967,427		$   937,390		$   908,873		$   882,236		$   857,873		$   836,217		$   817,745		$   802,624		$   791,744		$   785,293		$   783,858		$   788,076		$   798,637		$   826,130		$   861,975		$   906,217		$   959,611		$   1,022,949		$   1,097,059		$   1,182,802		$   1,279,700		$   1,388,413		$   1,509,589

		Yield (Interest & Dividends)		2.00%		28,000		26,898		25,709		24,428		23,049		21,566		19,973		19,349		18,748		18,177		17,645		17,157		16,724		16,355		16,052		15,835		15,706		15,677		15,762		15,973		16,523		17,240		18,124		19,192		20,459		21,941		23,656		25,594		27,768		30,192

		Growth		5.00%		70,000		67,245		64,273		61,070		57,622		53,915		49,933		48,371		46,869		45,444		44,112		42,894		41,811		40,887		40,131		39,587		39,265		39,193		39,404		39,932		41,307		43,099		45,311		47,981		51,147		54,853		59,140		63,985		69,421		75,479

		Subtotal				$   1,498,000		$   1,439,053		$   1,375,441		$   1,306,887		$   1,233,101		$   1,153,771		$   1,068,566		$   1,035,147		$   1,003,007		$   972,495		$   943,993		$   917,924		$   894,752		$   874,987		$   858,808		$   847,167		$   840,264		$   838,728		$   843,242		$   854,542		$   883,959		$   922,313		$   969,652		$   1,026,783		$   1,094,555		$   1,173,854		$   1,265,598		$   1,369,279		$   1,485,602		$   1,615,260

		Yield Disributed				(28,000)		(26,898)		(25,709)		(24,428)		(23,049)		(21,566)		(19,973)		(19,349)		(18,748)		(18,177)		(17,645)		(17,157)		(16,724)		(16,355)		(16,052)		(15,835)		(15,706)		(15,677)		(15,762)		(15,973)		(16,523)		(17,240)		(18,124)		(19,192)		(20,459)		(21,941)		(23,656)		(25,594)		(27,768)		(30,192)

		Stock Sales				(130,000)		(131,500)		(133,000)		(134,500)		(136,000)		(137,500)		(85,000)		(83,000)		(81,000)		(79,000)		(77,000)		(75,000)		(73,000)		(71,000)		(69,000)		(67,000)		(65,000)		(63,000)		(61,000)		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0

		Net Cash Flow Reinvested				4,910		4,803		4,659		4,472		4,238		3,954		3,834		4,591		5,614		6,919		8,525		10,450		12,717		14,992		17,989		20,962		24,300		28,025		32,157		(12,439)		(5,462)		1,143		8,083		15,358		22,963		30,890		37,758		44,728		51,755		58,780

		Ending Balance				$   1,344,910		$   1,285,459		$   1,221,390		$   1,152,431		$   1,078,291		$   998,660		$   967,427		$   937,390		$   908,873		$   882,236		$   857,873		$   836,217		$   817,745		$   802,624		$   791,744		$   785,293		$   783,858		$   788,076		$   798,637		$   826,130		$   861,975		$   906,217		$   959,611		$   1,022,949		$   1,097,059		$   1,182,802		$   1,279,700		$   1,388,413		$   1,509,589		$   1,643,848

		Beginning Basis				$   800,000		$   729,252		$   661,344		$   596,176		$   533,651		$   473,673		$   416,148		$   382,415		$   351,168		$   322,269		$   295,591		$   271,021		$   248,455		$   227,798		$   208,961		$   191,853		$   176,391		$   162,486		$   150,048		$   138,987		$   138,987		$   138,987		$   138,987		$   138,987		$   138,987		$   138,987		$   138,987		$   138,987		$   138,987		$   138,987

		Basis Consumed				(70,748)		(67,908)		(65,168)		(62,525)		(59,978)		(57,525)		(33,733)		(31,247)		(28,900)		(26,678)		(24,570)		(22,566)		(20,657)		(18,837)		(17,109)		(15,462)		(13,905)		(12,437)		(11,061)		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0

		Ending Basis				$   729,252		$   661,344		$   596,176		$   533,651		$   473,673		$   416,148		$   382,415		$   351,168		$   322,269		$   295,591		$   271,021		$   248,455		$   227,798		$   208,961		$   191,853		$   176,391		$   162,486		$   150,048		$   138,987		$   138,987		$   138,987		$   138,987		$   138,987		$   138,987		$   138,987		$   138,987		$   138,987		$   138,987		$   138,987		$   138,987

		Total Assets				$   2,735,910		$   2,773,829		$   2,813,946		$   2,856,466		$   2,901,608		$   2,949,609		$   2,983,740		$   3,018,758		$   3,054,634		$   3,091,327		$   3,128,781		$   3,166,922		$   3,205,658		$   3,245,054		$   3,284,828		$   3,325,042		$   3,365,574		$   3,406,282		$   3,447,006		$   3,497,408		$   3,547,902		$   3,598,677		$   3,649,589		$   3,700,481		$   3,751,189		$   3,801,543		$   3,852,039		$   3,902,637		$   3,953,315		$   4,004,081

		INCOME TAX				2007		2008		2009		2010		2011		2012		2013		2014		2015		2016		2017		2018		2019		2020		2021		2022		2023		2024		2025		2026		2027		2028		2029		2030		2031		2032		2033		2034		2035		2036

		IRA Distribution				$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   71,203		$   76,087		$   81,303		$   86,873		$   92,819		$   99,166		$   105,941		$   112,637		$   120,317		$   127,850		$   135,815		$   144,230		$   153,111		$   162,477		$   172,341		$   181,482		$   190,955		$   200,745		$   210,829		$   221,177		$   229,714		$   238,180		$   246,492		$   254,555

		Interest & Dividends				28,000		26,898		25,709		24,428		23,049		21,566		19,973		19,349		18,748		18,177		17,645		17,157		16,724		16,355		16,052		15,835		15,706		15,677		15,762		15,973		16,523		17,240		18,124		19,192		20,459		21,941		23,656		25,594		27,768		30,192

		Capital Gains				59,252		63,592		67,832		71,975		76,022		79,975		51,267		51,753		52,100		52,322		52,430		52,434		52,343		52,163		51,891		51,538		51,095		50,563		49,939		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0

		Taxable Income				$   87,252		$   90,490		$   93,542		$   96,403		$   99,071		$   101,541		$   142,442		$   147,189		$   152,152		$   157,372		$   162,894		$   168,758		$   175,009		$   181,156		$   188,261		$   195,223		$   202,616		$   210,470		$   218,812		$   178,449		$   188,863		$   198,721		$   209,079		$   219,937		$   231,288		$   243,119		$   253,370		$   263,774		$   274,261		$   284,747

		Federal Income Tax - Ordinary		28.00%		$   (7,840)		$   (7,531)		$   (7,199)		$   (6,840)		$   (6,454)		$   (6,038)		$   (25,529)		$   (26,722)		$   (28,014)		$   (29,414)		$   (30,930)		$   (32,571)		$   (34,346)		$   (36,118)		$   (38,183)		$   (40,232)		$   (42,426)		$   (44,774)		$   (47,284)		$   (49,966)		$   (52,882)		$   (55,642)		$   (58,542)		$   (61,582)		$   (64,761)		$   (68,073)		$   (70,944)		$   (73,857)		$   (76,793)		$   (79,729)

		Federal Income Tax - Capital Gains		15.00%		(8,888)		(9,539)		(10,175)		(10,796)		(11,403)		(11,996)		(7,690)		(7,763)		(7,815)		(7,848)		(7,864)		(7,865)		(7,851)		(7,825)		(7,784)		(7,731)		(7,664)		(7,584)		(7,491)		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0

		State Income Tax - Ordinary		5.00%		(1,400)		(1,345)		(1,285)		(1,221)		(1,152)		(1,078)		(4,559)		(4,772)		(5,003)		(5,253)		(5,523)		(5,816)		(6,133)		(6,450)		(6,818)		(7,184)		(7,576)		(7,995)		(8,444)		(8,922)		(9,443)		(9,936)		(10,454)		(10,997)		(11,564)		(12,156)		(12,669)		(13,189)		(13,713)		(14,237)

		State Income Tax - Capital Gains		5.00%		(2,963)		(3,180)		(3,392)		(3,599)		(3,801)		(3,999)		(2,563)		(2,588)		(2,605)		(2,616)		(2,621)		(2,622)		(2,617)		(2,608)		(2,595)		(2,577)		(2,555)		(2,528)		(2,497)		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0

		Income Tax				$   (21,090)		$   (21,595)		$   (22,051)		$   (22,456)		$   (22,810)		$   (23,112)		$   (40,341)		$   (41,844)		$   (43,437)		$   (45,131)		$   (46,939)		$   (48,874)		$   (50,948)		$   (53,000)		$   (55,380)		$   (57,724)		$   (60,221)		$   (62,882)		$   (65,716)		$   (58,888)		$   (62,325)		$   (65,578)		$   (68,996)		$   (72,579)		$   (76,325)		$   (80,229)		$   (83,612)		$   (87,045)		$   (90,506)		$   (93,966)

		CASH FLOW				2007		2008		2009		2010		2011		2012		2013		2014		2015		2016		2017		2018		2019		2020		2021		2022		2023		2024		2025		2026		2027		2028		2029		2030		2031		2032		2033		2034		2035		2036

		IRA Distribution				$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   - 0		$   71,203		$   76,087		$   81,303		$   86,873		$   92,819		$   99,166		$   105,941		$   112,637		$   120,317		$   127,850		$   135,815		$   144,230		$   153,111		$   162,477		$   172,341		$   181,482		$   190,955		$   200,745		$   210,829		$   221,177		$   229,714		$   238,180		$   246,492		$   254,555

		Interest & Dividends				28,000		26,898		25,709		24,428		23,049		21,566		19,973		19,349		18,748		18,177		17,645		17,157		16,724		16,355		16,052		15,835		15,706		15,677		15,762		15,973		16,523		17,240		18,124		19,192		20,459		21,941		23,656		25,594		27,768		30,192

		Stock Sales Proceeds				130,000		131,500		133,000		134,500		136,000		137,500		85,000		83,000		81,000		79,000		77,000		75,000		73,000		71,000		69,000		67,000		65,000		63,000		61,000		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0

		Subtotal				$   158,000		$   158,398		$   158,709		$   158,928		$   159,049		$   159,066		$   176,176		$   178,436		$   181,051		$   184,050		$   187,464		$   191,324		$   195,665		$   199,992		$   205,369		$   210,685		$   216,521		$   222,907		$   229,873		$   178,449		$   188,863		$   198,721		$   209,079		$   219,937		$   231,288		$   243,119		$   253,370		$   263,774		$   274,261		$   284,747

		Less: Income Tax				(21,090)		(21,595)		(22,051)		(22,456)		(22,810)		(23,112)		(40,341)		(41,844)		(43,437)		(45,131)		(46,939)		(48,874)		(50,948)		(53,000)		(55,380)		(57,724)		(60,221)		(62,882)		(65,716)		(58,888)		(62,325)		(65,578)		(68,996)		(72,579)		(76,325)		(80,229)		(83,612)		(87,045)		(90,506)		(93,966)

		Less: Living Expenses				(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)		(132,000)

		Net Cash Flow				$   4,910		$   4,803		$   4,659		$   4,472		$   4,238		$   3,954		$   3,834		$   4,591		$   5,614		$   6,919		$   8,525		$   10,450		$   12,717		$   14,992		$   17,989		$   20,962		$   24,300		$   28,025		$   32,157		$   (12,439)		$   (5,462)		$   1,143		$   8,083		$   15,358		$   22,963		$   30,890		$   37,758		$   44,728		$   51,755		$   58,780



&CPage 2.&P



Charts

		

				1		2		3		4		5		6		7		8		9		10		11		12		13		14		15		16		17		18		19		20		21		22		23		24		25		26		27		28		29		30

		100% IRA Distribution		$   2,690,010		$   2,679,327		$   2,667,879		$   2,655,585		$   2,642,360		$   2,628,274		$   2,613,237		$   2,597,153		$   2,579,914		$   2,561,407		$   2,541,504		$   2,520,070		$   2,564,088		$   2,578,755		$   2,594,040		$   2,609,998		$   2,626,684		$   2,644,160		$   2,662,525		$   2,681,810		$   2,702,126		$   2,723,510		$   2,746,120		$   2,769,965		$   2,795,215		$   2,821,886		$   2,850,160		$   2,880,150		$   2,911,974		$   2,945,755

		100% Brokerage Account Distribution		$   2,735,910		$   2,773,829		$   2,813,946		$   2,856,466		$   2,901,608		$   2,949,609		$   2,983,740		$   3,018,758		$   3,054,634		$   3,091,327		$   3,128,781		$   3,166,922		$   3,205,658		$   3,245,054		$   3,284,828		$   3,325,042		$   3,365,574		$   3,406,282		$   3,447,006		$   3,497,408		$   3,547,902		$   3,598,677		$   3,649,589		$   3,700,481		$   3,751,189		$   3,801,543		$   3,852,039		$   3,902,637		$   3,953,315		$   4,004,081

				5		10		20		30

		100% IRA Distribution		$   2,642,360		$   2,561,407		$   2,681,810		$   2,945,755

		100% Brokerage Account Distribution		$   2,901,608		$   3,091,327		$   3,497,408		$   4,004,081





Charts

		



100% IRA Distribution

100% Brokerage Account Distribution

Year

Total Assets
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The SECURE Act
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RMDs after Death

H.R. 1994 – Sec. 401 
Modification of 

Required Minimum Distribution Rules 
for Designated Beneficiaries

Basically, requires all IRAs and Qualified Plans to 
be distributed within 10-years of death
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Opportunity Zones
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Opportunity Zones
Overview

• “Qualified opportunity zones” are certain designated 
low-income census tracts.

• On cdfifund.gov you can find an interactive map 
showing the areas which qualify.

• The tax incentives for investing in qualified 
opportunity zones include:
– Deferral of unrecognized gain
– Reduction or elimination of unrecognized gain
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Opportunity Zones
Overview

• Capital gain from the sale of an investment is not recognized if 
rolled into a Qualified Opportunity Zone Fund within 180 days

• Moreover, the longer the investment is held the amount of 
gain ultimately recognized is reduced:

Years Held Basis Increase

5 10%

7 +5% 
(15% total)

10 100% 
(no gain recognized)
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Trusts & Estates
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• The TCJA doubled the Basic Exclusion Amount and GST 
exemption in 2018-2024 ($10,000,000 in 2011 dollars)

• In 2025 the exemptions revert to pre-TCJA law (5,000,000 in 
2011 dollars)

• Should the Democrats do well in the 2020 elections, we 
should expect exemption to substantially decrease

Estate & GST Taxes

POTENTIAL 
“USE-IT-OR-LOSE-IT”

OPPORTUNITY
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Estate & GST Taxes

• Option 1
– No planning
– “Double” exemption sunsets 1/1/26 and is lost

• Option 2
– Couple gifts $5,000,000 each to trust in 2019
– Their previous gifts reduce their exemption by $5,000,000 to $0 

(ignoring inflation adjustments) in 2026
– Gifting during the “double period” accomplished nothing

• Option 3
– Couple gifts $10,000,000 each to trust in 2019
– Their previous gifts reduce their exemption $0 in 2026
– $5,000,000 each (ignoring inflation adjustments) of additional 

exemption is captured

Exemption Sunset Math
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Estate & GST Taxes
IDEAS

• Continue annual exclusion gifts ($15,000 exemption in 2020)
• Continue medical & education gifts 

• Tax-free gifts to use higher exemptions
• Portability elections to preserve exemptions
• Five-year GRATs (for ETIP to end before sunset)
• Five-year SCIN or private annuity
• “Springing” SLATs (i.e. SLAT with contingent GPOA provision)
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Estate & GST Taxes
IDEAS

• Use Trusts to Create Additional Taxpayers
– $10,000 SALT deduction per trust
– $163,300 199A Threshold Amount per trust
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Estate & GST Taxes
IDEAS

• Use trusts to avoid state income taxation
– Incomplete Gift Non-grantor Trusts –

• A trust settled in state with a trust code which facilitates the 
strategy

• Transfer to the trust is not a completed gift and therefore does not 
incur gift tax because the settlor retains certain powers

• Trust is a non-grantor trust
• Useful to avoid income taxation in the settlor’s resident state
• Only possible in certain states including: Alaska, Delaware, 

Nevada, Wyoming
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Estate & GST Taxes
IDEAS

• Use trusts to avoid state income taxation

Current 
No SALT 

Deduction
W/ING

Income 100$               100$           100$           
State Tax 5% (5)                     (5)                
Federal Tax 35% (33)                  (35) (35)              

62$                  60$             65$             



© 2011-2020 Keebler Tax & Wealth Education.
All Rights Reserved 93

Estate & GST Taxes
Decanting

• Decanting Ideas
– Turn a grantor trust into a non-grantor trust
– Turn one non-grantor trust into several (e.g. one for each 

beneficiary)
– Add a Power of Appointment (or other terms to force 

inclusion) in order to capture the basis “step-up”
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IRC § 199A



© 2011-2020 Keebler Tax & Wealth Education.
All Rights Reserved 95

Is it a Specified 
Service Business?

Is taxable 
income over 
the threshold 

amount?

Is taxable 
income over the 

threshold 
amount?

Deduction = 
QBI x 20%

Deduction = 
QBI x 20%

Over full
Phase – in?

Is taxable 
income over the 

full phase-in?
Deduction 
Reduced

Deduction equals
lesser of:

· QBI x 20% or

· The greater of:
- W-2 wages x 50%
- W-2 wages x 25% + 2.5% of  

qualified property

No No

NoNo

No

Yes

Yes Yes

No 
Deduction

Deduction 
Reduced

Yes
Yes
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Eligible Taxpayers

TYPES OF TAXPAYERS THRESHOLD AMOUNT

Married persons $ 326,600

All other taxpayers $ 163,300
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Four Business Classifications

Non-Service Service
Taxable income less than 
$326,600 (MFJ) 20% deduction 20% deduction

Taxable income greater than 
$326,600 but less than $426,600

Limitation 
phased-in

Deduction 
phased-out

Taxable income greater than 
$426,600

Wage/Capital 
Testing No deduction

And the Limitations

THE HEART OF PLANNING IS MANAGING TAXABLE INCOME 
AND THE WAGE / CAPITAL LIMITATION.
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Basics

• The deduction also cannot exceed the lesser of
– The “Combined QBI Amount,” or
– 20% x (total taxable income – capital gain) 

• Combined QBI amount = deduction for each qualified trade 
or business PLUS 20% of REIT dividends and PTP income

§ 199A, § 11011

20%

“Income Deficit”
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• For taxpayers with income in excess of $426,600 (MFJ) the deduction for  
pass-through income from a non-service trade or business is limited to 
the greater of:
– 50% of W-2 Wages, or
– 25% of W-2 Wages plus 2.5% of “unadjusted basis immediately after 

acquisition” 

• This limitation for is phased-in from $326,600 - $426,600 (MFJ) of taxable 
income 

• Additionally, for Specified Service Businesses, the entire deduction is 
phased-out from $326,600 - $426,600 (MFJ) of taxable income

§ 199A, § 11011

Calculation of the Deduction
Simplified
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• W-2 Wages
– Equal to wage expense [§199A(f)(1)]
– Does not include guaranteed payments or payments to independent 

contractors
• Qualified Property

– Tangible property being depreciated (e.g. does not include land)
– Depreciation period is the later of the regular depreciation period or 

10-years
• Unadjusted Basis

– Equal to basis immediately after acquisition
– Not adjusted for depreciation

§ 199A, §11011

Calculation of the Deduction
Simplified
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Key Planning Ideas

 Tax-free bonds
 Life insurance & annuities
 Real estate investments
 Oil & gas investments
 Recognize losses
 Avoid recognizing gains
 Charitable contributions
 Pension plan contributions

 Increase payroll 
 Accelerate business expenses
 Cost segregation studies
 Captive insurance companies
 Broaden ownership group to 

those with lower taxable 
income

 Gifts to taxpayers with lower 
taxable income (e.g. children 
& trusts)

 Reduce Taxable Income below the threshold amount
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 Defer business expenses (e.g. 
insurance premium or 
property tax payment plans)

 Defer acquisitions of new 
property eligible for 179 or 
bonus treatment

 Reduce wages paid
 Drop S-election to avoid 

owner’s wage
 Reduce leverage

 Increase QBI for those below the threshold amount

Key Planning Ideas
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Key Planning Ideas

 Pass the “Wage” or “Capital” Test

 Increase qualified property
 Acquire or improve property 

before year-end
 Carefully consider whether 

items are capitalized or 
expensed

 Understand what property 
will “roll-off” at year-end

 Increase Wages
 Employee bonuses
 S-election

 REVIEW AND COMPUTE 
THE EFFECTIVENESS OF 
BOTH AGGREGATION 
ELECTIONS
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Traditional v. Roth v. Life Insurance

• If a business owner can claim 199A in full, their 
actual current rate is 80% of the scheduled tax rate:

35% x 20% =   7%
35% ─ 7% = 28%
28% ÷ 35% = 80%

• This changes the mathematics of the Traditional v. 
Roth v. Life Insurance analysis we are familiar with

It’s all about marginal rates !
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Traditional 
401(k) Roth 401(k)

Annual Savings  $             19,500  $             19,500 
Less: Income Tax Cost (35%)                            -                  (6,825)
Net Balance  $             19,500  $             12,675 

Growth Until Death 200% 200%

Account Balance @ Death  $             39,000  $             25,350 
Less: Income Tax Cost (35%)               (13,650)                            - 
Net to Family  $             25,350  $             25,350 

Equal Rates at Contribution & Distribution 
199A Doesn’t Apply

Traditional v. Roth v. Life Insurance
It’s all about marginal rates !


Sheet1

				Traditional		Roth		Life Insurance

		Annual Savings		$   20,000		$   20,000		$   20,000

		Less: Income Tax Cost (80% of 35%)		-		(5,600)		(5,600)

		Net Balance		$   20,000		$   14,400		$   14,400



		Growth Until Death		200%		200%		200%



		Account Balance @ Death		$   40,000		$   28,800		$   28,800

		Less: Income Tax Cost (35%)		(14,000)		-		-

		Net to Family		$   26,000		$   28,800		$   28,800



				Traditional 401(k)		Roth 401(k)		Life Insurance

		Annual Savings		$   19,500		$   19,500		$   19,500

		Less: Income Tax Cost (35%)		-		(6,825)		(6,825)

		Net Balance		$   19,500		$   12,675		$   12,675



		Growth Until Death		200%		200%		200%



		Account Balance @ Death		$   39,000		$   25,350		$   25,350

		Less: Income Tax Cost (35%)		(13,650)		-		-

		Net to Family		$   25,350		$   25,350		$   25,350
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Traditional 
401(k) Roth 401(k)

Annual Savings  $             19,500  $             19,500 
Less: Income Tax Cost (80% of 35%)                            -                  (5,460)
Net Balance  $             19,500  $             14,040 

Growth Until Death 200% 200%

Account Balance @ Death  $             39,000  $             28,080 
Less: Income Tax Cost (35%)               (13,650)                            - 
Net to Family  $             25,350  $             28,080 

Traditional v. Roth v. Life Insurance

Equal Rates at Contribution & Distribution 
199A Applies

It’s all about marginal rates !


Sheet1

				Traditional 401(k)		Roth 401(k)		Life Insurance

		Annual Savings		$   19,500		$   19,500		$   19,500

		Less: Income Tax Cost (80% of 35%)		-		(5,460)		(5,460)

		Net Balance		$   19,500		$   14,040		$   14,040



		Growth Until Death		200%		200%		200%



		Account Balance @ Death		$   39,000		$   28,080		$   28,080

		Less: Income Tax Cost (35%)		(13,650)		-		-

		Net to Family		$   25,350		$   28,080		$   28,080



				Traditional		Roth		Life Insurance

		Annual Savings		$   20,000		$   20,000		$   20,000

		Less: Income Tax Cost (35%)		-		(7,000)		(7,000)

		Net Balance		$   20,000		$   13,000		$   13,000



		Growth Until Death		200%		200%		200%



		Account Balance @ Death		$   40,000		$   26,000		$   26,000

		Less: Income Tax Cost (35%)		(14,000)		-		-

		Net to Family		$   26,000		$   26,000		$   26,000
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• Your personal trainer, Tom, will make $100,000 (QBI) 
in 2020 giving his clients fitness lessons and 
nutritional advice

• He operates as a sole proprietor and just files a 
Schedule C to report his business income

• He diligently contributes to his IRAs and has done 
well in the market, but basically has no other sources 
of income 

Personal Trainer Example
Roth Contributions & Conversions to Increase the Deduction
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• He will claim the $12,400 standard deduction for 
single filers and plans a $6,000 contribution to his 
IRA – his taxable income will be about $81,600

Personal Trainer Example

You explain he will not be 
entitled to a full 199A deduction

if his taxable income is too low

Taxable Income x 20% < QBI x 20%

Roth Contributions & Conversions to Increase the Deduction
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• You therefore advise Tom to consider Roth IRAs to increase his 
199A deduction in 2020

• You explain that if Tom makes a Roth IRA Contribution instead 
of a Traditional IRA contribution this will not decrease his 
deduction.

• You also explain that if he makes a $12,400 Roth Conversion, 
he will be entitled to the full 199A deduction

Personal Trainer Example
Roth Contributions & Conversions to Increase the Deduction
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• Your simple advice increases Tom’s deduction and 
allows him to save more for retirement on an after-
tax basis

• His effective Roth IRA contribution and conversion 
rate will only be 19.2% (24% x 80%)

Personal Trainer Example
Roth Contributions & Conversions to Increase the Deduction
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• Lisa is a married dentist who receives $400,000 of pass-
through income from her practice, organized as an S-
corporation, and pays herself a wage of $150,000.

• Her taxable income exceeds the threshold amount and 
phaseout – she is ineligible for the 199A deduction.

Dentist Example

No Deduction for a Service Business
Income > Threshold Amount + Phaseout
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• Lisa lives modestly relative to income and invests the majority 
of her earnings

• Therefore, you advise her to look into whether her retirement 
plans are fully funded

Dentist Example

Contributions to Pre-tax Retirement Funds 
Reduce Taxable Income
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Dentist Example
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Current Age DC/401k 
Contribution

Cash Balance 
Allocation Total

35 54,000 70,000 124,000

40 54,000 90,000 144,000

45 54,000 115,000 169,000

50 60,000 145,000 205,000

55 60,000 190,000 250,000

60 60,000 245,000 305,000

Please note these are prior-year figures.
A Special Thanks to Shore-Tompkins 

for Providing this Slide.

Dentist Example
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• Next, you point out if she invests in an Oil & Gas operating 
interest, she is specifically exempt from the passive loss rules 
and therefore can reduce her income

• Oil & Gas investment incentives
– Intangible drilling costs (IDCs) are the majority of the costs of drilling a 

well and 100% deductible in the year incurred with an election
– Tangible drillings costs allow for depreciation deductions
– Depletion provides an additional deduction
– Usually, well over 80% of the investment is deductible in the year 

made

Dentist Example
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• Lisa is also charitably inclined and you point out the deduction 
is phased-out based on her taxable income

• You explain the following options might allow her to lump a 
large charitable contribution into a single year:
– Donor advised funds
– Supporting organizations
– Community foundations
– Private foundations
– Charitable gift annuities
– Pooled income funds
– Charitable remainder trusts

Dentist Example
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• Example of steps Lisa might take to reduce her taxable income 
and be eligible for the deduction:

• Lisa could reduce her income to a level that allows her to fully 
claim the 199A deduction

Dentist Example

Income 
(Deduction/Loss)

W-2 Income $         150,000

Pass-through Income 400,000

Defined Benefit Plan (DBP) Contribution (150,000)

Oil & Gas Partnership ($65,000 investment) (50,000)

Accelerated Charitable Contribution to DAF (30,000)

Taxable Income $       320,000
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2020 Action Steps

11
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2020 Action Steps
Checklist

 Bracket Management
 Bonuses
 Recognition events
 Business expenses
 AMT awareness

 Itemized Deduction Timing
Medical expenses
 Property tax
 Charitable contributions
 Casualty & theft losses

 Significant Financial Events 
Next Year
 Recognition events
 New investments
 Re-allocation plans
 Vesting

Major Life Events Next Year
 Family changes
 Job changes
Moving
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2020 Action Steps
Checklist

 Retirement Planning
 Fund IRAs
 Fund 401ks
 Fund pension plans

 Education Planning
 Fund 529 plans
 Fund Coverdell accounts

 Executive Planning
 Review NQCD
 Review NQSOs / ISOs
 Review concentrated 

positions

 Estate Tax Planning
 Plan lifetime exemption gifts
 Plan annual exclusion gifts
 Plan medical gifts
 Plan tuition gifts
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Year-end Planning
A Checklist of Ideas to Prepare for a Biden Administration

 Bracket Management
 Accelerate bonuses to avoid 

rate increases
 Accelerate recognition events 

to avoid rate increases
 Defer business expenses to 

capture a greater benefit if 
rates increase

 Consider what reinstatement 
of the AMT would mean

 Itemized Deduction Timing
 Carefully consider property 

tax payments 
 Defer to capture a greater 

benefit due to higher rates
 Defer in-case the $10,000 SALT 

deduction cap is repealed
 Accelerate to avoid additional 

itemized deduction limits

 Carefully consider charitable 
contribution timing:
 Defer to capture a greater 

benefit due to higher rates
 Accelerate to avoid additional 

itemized deduction limits
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Year-end Planning
A Checklist of Ideas to Prepare for a Biden Administration

 Gain & Loss Harvesting
 Harvest gains to avoid rate 

increases
 Defer harvesting losses to 

offset rate increases

 Retirement Planning
 Roth conversions before rates 

increase
 NUA rollout before rates increase
 Diversify concentrated positions 

before rates increase

 Executive Planning
 Reconsider NQCD funding to 

avoid rate increases & increased 
payroll taxes

 Consider ISO exercise in case the 
AMT returns in-force

 Consider NQSO exercise to avoid 
rate increase & increased payroll 
tax

 Estate Tax Planning
 Consider large lifetime gifts

 Capture the large estate tax 
exemption

 Avoid a forced recognition event
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