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INTRODUCTION

Please use this guide as a tool for tax planning. This guide not only includes valuable information,
but also outlines the responsibilities that require a company’s attention. Included in this guide are
updates related to changes in rates and new limits for the 2021 tax year. This guide is intended to
be informational and make you aware of some highlights. This guide does not intend to cover all
tax filing requirements for a business, but consider it general guidance. Any specific questions
should be directed to your tax advisor.
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I. Personal Income Tax Rates

Tax 
Rate Regular Tax Brackets

Single Head of 
Household

Married Filing 
Jointly or 
Surviving 
Spouse

Married Filing 
Separately

10% $0 - $9,875 $0 - $14,100 $0 - $19,750 $0 - $9,875

12% $9,876 -
$40,125

$14,101 -
$53,700

$19,751 -
$80,250

$9,876 -
$40,125

22% $40,126 -
$85,525

$53,701 -
$85,500

$80,251 -
$171,050

$40,126 -
$85,525

24% $85,526 -
$163,300

$85,501 -
$163,300

$171,051 -
$326,600

$85,526 -
$163,300

32% $163,301 -
$207,350

$163,301 -
$207,350

$326,601 -
$414,700

$163,301 -
$207,350

35% $207,351 -
$518,400

$207,351 -
$518,400

$414,701 -
$622,050

$207,351 -
$311,025

37% Over 
$518,400 Over $518,400 Over $622,051 Over $311,025

2020 Personal Income Tax Rate Schedules
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The "Kiddie Tax" for unearned income beyond $2,200 of children under age 19
and a full time student up to age 23 was subject to trust and estate income tax
brackets under TCJA (which is taxed at higher rates at lower tax bracket
threshold). However, the Secure Act changed the tax brackets back to the old
rules where the tax was based upon the parents’ ordinary income tax rates for
2020 referenced above.

Tax Rate Alternative Minimum Tax (AMT) Brackets

Single Head of 
Household

Married 
Filing Jointly 
or Surviving 

Spouse

Married Filing 
Separately

26% $0 -
$197,900

$0 -
$197,900

$0 -
$197,900 $0 - $98,950

28% Over 
$197,900

Over 
$197,900

Over 
$197,900 Over $98,950

Alternative Minimum Tax (AMT) Exemptions

Single Head of 
Household

Married Filing Jointly or 
Surviving Spouse

Amount $72,900 $72,900 $113,400

Phaseout $518,400-
$810,000

$518,400-
$810,000

$1,036,800-
$1,490,400

"Kiddie Tax"
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The enactment of the TCJA nearly doubled the standard deduction for each filing 
status. The amounts are adjusted for inflation annually through 2025.

The 2020 standard deduction amounts are as follows:

II. STANDARD DEDUCTION OR ITEMIZE DEDUCTIONS

Taxpayers age 65 or older or blind can claim an additional standard deduction in 
the amount of $1,300 if married, $1,650 if unmarried.

With the increased standard deduction and a few changes limiting or eliminating 
certain formerly popular deductions, taxpayers who once itemized are now 
claiming the standard deduction.

Medical expenses not paid through tax advantaged accounts such as flexible 
spending account ("FSA") or health savings account ("HSA") or reimbursed by 
insurance and exceed 7.5% of your adjusted gross income ("AGI") can be claimed 
as an itemized deduction.

Eligible unreimbursed medical expenses include health insurance premiums, long-
term care insurance premiums (limited based on age), medical and dental 
services, and prescription drug costs. Elective cosmetic surgery is not an eligible 
expense.

Taxpayers can also include mileage at a rate of 17 cents per mile for medical 
travel in 2020.

Filing Status Standard 
Deduction

Single & Married Filing Separate $12,400

Head of Household $18,650

Married Filing Joint $24,800

Medical Expenses
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Under the TCJA, all state and local taxes (withholdings, state and local tax
payments, property taxes) and the greater of income or sales tax is limited to
$10,000 ($5,000 if married filing separately).

Deducting sales tax instead of income tax benefits taxpayers residing in a state;
with no or low income tax. It may also benefit if you paid sales tax on a major
purchase such as a car or boat. Keep in mind you will need to provide receipts to
support your deduction. Real estate taxes may still be fully deductible for state
purposes.

Interest paid on mortgage debt in connection with the purchase, construction,
or improvements on your principal residence and a second residence is
deductible. Points paid on acquisition debt or refinance of debt and private
mortgage insurance premiums may be deductible.

The TCJA reduced the mortgage debt limit from $1 million to $750,000 for debt
incurred after December 15, 2017 ($500,000 to $375,000 for married filing
separate filers).

Refinanced debt previously characterized as home acquisition debt incurred on
or before December 15, 2017 is still eligible for the $1,000,000 limitation as
long as it is only for the amount of the old mortgage debt and for the remaining
original debt term.

The TCJA limits the home equity interest deduction to debt incurred for the
purchase, construction or improvement on a residence.

State and Local Tax Deduction

Mortgage Interest Deduction
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Taxpayers who claim the standard deduction may deduct up to $300 of
charitable contributions "above the line".

In prior years, taxpayers who are required to take their required minimum
distribution from their IRA may have distributed the required amount directly to
charity up to $100,000. The taxpayer excluded the distribution from their
income, but did not claim a charitable contribution deduction.

The CARES Act also increased the deduction limit for charitable contributions to
public charities from 60% of your AGI to 100% for 2020 CASH contributions
only.

The TCJA suspends this deduction through 2025 except when the loss was due
to a declared disaster by the President.

A reminder that the TCJA suspended these deductions through 2025 for Federal
tax purposes, but may be allowable for state purposes.

These deductions include unreimbursed employee expenses, tax preparation fees,
investment fees, safe deposit box, union dues, etc.

Charitable Contributions

Personal and Casualty Theft Loss Deduction

Miscellaneous Itemized Deductions
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• "Bunching" charitable donations into alternating years so that your total
itemized deductions in those years exceeds the standard deduction.

• Consider donation of appreciated stock. You will receive a charitable deduction.
Generally, the donation of appreciated stock is limited to 30% of your AGI and
must be held for more than one year in order for you to get the fair market
value deduction.

• "Bunching" elective medical procedures into alternating years where you can
control the timing without negatively affecting your health or your family's
health.

Planning Ideas for Itemizers
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The impact of COVID-19 on families has presented difficulties including finding
day care, managing remote learning or having the family home for extended
periods of time. There are credits, deductions, and tax savings opportunities
available based on your adjusted gross income. See chart on page 11.

III. TAX PLANNING FOR FAMILIES AND EDUCATION

A few tax breaks can reduce the costs of dependent care:

For children under age 13, you may be eligible for a credit for a portion of your
dependent care expenses.

Generally, qualifying dependent care expenses include:
• Daycare facility
• Babysitter
• Cost of schooling for a child up to but not including kindergarten
• Cost of day camp (general or specialty camp-sports, music, or computers)

The credit equals 20% of the first $3,000 of expenses for one child or 20% of up
to $6,000 for two or more children.
The maximum credit is $600 for one child and $1,200 for two or more children.
You must be able to provide the recipient’s (babysitter, day care center, day
camp) tax identification number.

The TCJA removed the personal and dependent exemptions and replaced these
exemptions with expanded tax credits for families.

Each child under the age of 17 at the end of 2020, may qualify for a $2,000 credit
on your tax return. The credit still phases out for higher-income taxpayers.

Each qualifying dependent such as a child over the age of 17 or dependent elderly
parent at the end of 2020, may qualify for a $500 credit.

Child Credits

Dependent Care Savings

Dependent Care Credit
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For 2020, you can contribute up to $5,000 pretax to an employer sponsored
flexible spending account designated for child and dependent care. The plan pays
or reimburses you for these expenses. While the government gives you the tax
break through your employer, you cannot claim a credit for expenses reimbursed
through the DCFSA.

The maximum amount of credit claimed for taxpayers using a DCFSA is $200
calculated as follows:

Two or more children with qualifying expenses $6,000
Maximum DCFSA Contributions (5,000)
Qualifying expenses $1,000
Credit percentage 20%
Child and Dependent Care Credit $200

American Opportunity Credit

The credit covers 100% of the first $2,000 of tuition and fees and 25% of the next
$2,000 of expenses. The maximum credit is $2,500 per student, per year for the
first four years of postsecondary education.

Certain circumstances allow for a deduction up to $4,000 of qualified higher
education tuition and fees, instead of claiming one of the credits.

Up to $2,500 of interest paid on student loans is available for a deduction.

The CARES Act added a provision that allows employers to provide up to $5,250
toward employee student loan payments on a tax-free basis in 2020. The
payment can be made to the employee or the lender. You can't take a student
loan interest deduction for any loan payment which is available for exclusion.

Dependent Care Flexible Spending Account (DCFSA)

Education Credits and Deductions

Tuition and Fees Deduction

Student Loan Interest Deduction
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American Opportunity Credit

(1) The education credits assume one student and the amounts may vary for
more than one student. If your income is too high for you to qualify, your child
might be eligible.

(2) The ranges also apply to married filing separate taxpayers. However, only the
child credit applies to separate filers.

529 Plans have been a popular tool for saving for education expenses.

Contributions are not deductible for federal purposes, any appreciation and
income is tax-deferred. Some states do offer deductions to the owner of the plan
for contributing. If parent and grandparents want to contribute to 529 plans for
their children and grandchildren, the parent and grandparent setup a 529 plan
naming themselves as owner and child as the beneficiary. The parent and
grandparent may be eligible for a state deduction.

Plans usually offer high contribution limits and no income limits for contributing.

Distributions from these plans used to pay qualified post-secondary education
expenses (tuition, fees, books, supplies, room and board, etc) are federal income
tax-free. They may also be state-tax free.

Tax Break Modified Adjusted Gross Income Range

Single/Head of Household 
(2) Married Filing Jointly

Child Credit $200,000 - $240,000 $400,000 - $440,000

American Opportunity Credit 
(1) $80,000 - $90,000 $160,000 - $180,000

Lifetime Learning Credit (1) $59,000 - $69,000 $118,000 - $138,000

Tuition and Fees Deduction (1) $65,000 - $80,000 $130,000 - $160,000

Student Loan Interest 
Deduction (1) $70,000 - $85,000 $140,000 - $170,000

2020 Child and Education Breaks Phase-out Chart

Section 529 Qualified Tuition Plans
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The TCJA added tax-free distributions for elementary school and secondary school
tuition up to $10,000 per year per student.

The SECURE Act added distributions of up to $10,000 to pay for student loans per
beneficiary. This is ideal if there are funds remaining in the account, there aren’t
any additional children in your family available to roll over the funds to, and the
student has loans which are in repayment status.

529 Plans also allow front loading of 5 years' worth of annual gift tax exclusions.
For 2020, the annual gift tax exclusion is $15,000. Therefore, you can make up to
a $75,000 contribution (or $150,000 if you split the gift with your spouse) per
beneficiary. A gift tax return is filed to elect the 5 year spread of gifts to the
beneficiary's 529 plan.

You can contribute more resulting in a decrease in your lifetime exemption. There
are potential gift tax implications. Please consult with us.
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IV. CAPITAL GAINS TAXES, NET INVESTMENT INCOME TAX, AND 
BUSINESS LOSSES

When the stock markets took a sharp drop due to COVID-19 in March, many
investors recognized significant losses. The market has since recovered during
the pandemic but there is still much uncertainty causing investment volatility.

While many factors are present in determining whether to sell or hold an
investment, it is important to consider the taxes also.

The tax brackets and rates for long-term capital gains rates are below:

2020 Long-term Capital Gains Tax Rates-Dependent on Filing Status and
Taxable Income

Tax Break Modified Adjusted Gross Income Range

Single/Head of Household (2) Married Filing Jointly

Child Credit $200,000 - $240,000 $400,000 - $440,000

American Opportunity Credit (1) $80,000 - $90,000 $160,000 - $180,000

Lifetime Learning Credit (1) $59,000 - $69,000 $118,000 - $138,000

Tuition and Fees Deduction (1) $65,000 - $80,000 $130,000 - $160,000

Student Loan Interest Deduction 
(1) $70,000 - $85,000 $140,000 - $170,000

Under current law, realized capital losses are netted against realized capital
gains to determine the capital gains tax liability. Net losses are limited to $3,000
($1,500 for married taxpayers filing separately) per year and offset ordinary
income. Losses in excess of the limit are carried forward until death.
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This form is used to report federal income tax withheld for non-payroll payments
including the following:

Enacted in 2013, taxpayers with modified adjusted gross income over $200,000
for single/head of household filers, $250,000 married filing jointly, and $125,000
married filing separately may owe the net investment income tax.

Net investment income consists of capital gains, dividends, interest, passive
business income, non-self-rental income, and other non-active trade or business
income.

14

The TCJA limited NOLs to 80% of taxable income and eliminated the ability to
carryback NOLs to prior tax years.

The CARES Act temporarily reverses course allowing taxpayers to carryback 100%
of their 2018, 2019, and 2020 NOLs only to the prior five tax years.

For tax years beginning in 2021, taxpayers will be eligible for a 100% deduction of
NOLs arising before 2018 and a deduction limited to 80% of taxable income for
NOLs arising in tax years after 2017.

The TCJA limited losses from a non-corporate taxpayer's active business for tax
years 2018, 2019 and 2020 to $250,000 ($500,000 for joint filers) and the excess
treated as NOL carryforwards in the following tax year.

The CARES Act temporarily repeals this rule, pushing the effective date to tax
years beginning January 1, 2021.

Many states including New York did not conform to the Federal law repealing the
excess business loss limitation. Therefore, these losses will need to be tracked by
state separately.

3.8% Net Investment Income Tax

Net Operating Losses (NOLs)

NOL Carryforward

Excess Business Loss
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Retirement planning was minimally affected by the TCJA.
The SECURE Act provided additional changes.
The CARES Act provided relief for retirement plan owners.

Employee Retirement Plan Contribution Limits for 2020

Other factors including amount of compensation, filing status and MAGI may limit
the amount of these contributions

The SECURE Act provided some changes and the most significant are summarized
below:

• Allows taxpayers over age 70 1/2 with earned income to make contributions to
an IRA subject to certain limitations.

• Increases the age for your beginning required minimum distribution from age
70 1/2 to 72 for taxpayers born after June 30, 1949.

• Reduces the time period for distributions to 10 years for non-spouse
beneficiaries inheriting IRAs after December 31, 2019.

V. RETIREMENT PLANNING

Regular 
Contribution

Catch-Up Contribution
(Taxpayers age 50 or older by the 

end of 2020)

Traditional & Roth 
IRAs $6,000 $1,000

Traditional & Roth 
401(k) 403(b) $19,500 $6,500

SIMPLE $13,500 $3,000
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The CARES Act provided temporary relief for
retirement plan owners and/or their family
affected by COVID-19 (medically and/or
financially):

• For owners under age 59 1/2, the 10% early
withdrawal penalty is waived for distributions
made during the 2020 calendar year.

• Distributions are limited to $100,000 and the
income arising from the distributions is
spread out over three years unless the owner
declines.

• Distributions may be recontributed to the retirement plan so as to reduce the
amount of income reported on your return from the distribution.

• Required minimum distributions that would have to be made in 2020 from
retirement accounts are waived. This also includes distributions that would
have been required by April 1, 2020, due to the account owner turning age 70
1/2 in 2019
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VI. GIFT AND ESTATE TAX

Estate Tax Gift Tax GST (Generation Skipping Transfer) 
Tax

Exemption $11.58 million $11.58 
million $11.58 million

Rate 40% 40% 40%

The TCJA significantly increased the exemption amount at which taxpayers can 
transfer wealth to your loved ones tax free. The exemptions are adjusted for 
inflation annually until the end of 2025.

Without further legislation, the exemptions will return to $5,000,000 as adjusted 
for inflation in 2026.

2020 Transfer Tax Exemptions and Rates per person (doubled for married 
couples)
.

You can also exclude gifts up to $15,000 per recipient in 2020 ($30,000 for
married couple electing to split gifts).

2021 Transfer Tax Exemptions and Rates per person (doubled for married
couples)

Estate Tax Gift Tax GST (Generation Skipping Transfer) 
Tax

Exemption $11.70 million $11.70 
million $11.70 million

Rate 40% 40% 40%

If one spouse dies and part or all of his or her estate tax exemption is unused at
death, the estate can elect to permit the surviving spouse to utilize the most
recent deceased spouse's remaining exemption. This portable exemption provides
flexibility to allow for additional transfers from the spouse's assets to loved ones
free of Federal estate tax.
Transfers to a U.S. citizen spouse during life or at death aren’t subject to estate or
gift tax.

Gift and Estate Tax

Exemption Portability
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Garden City: 516-542-6300

New York City: 212-792-6300

Please contact your Janover advisor for additional information 

Janover LLC is a full service accounting firm with offices in New York City and Long Island.  
Janover is a Top 200  firm and is ranked as one of the top Mid-Atlantic accounting firms by 

Accounting Today

Named by Forbes as one of America’s Best Tax and Accounting Firms

http://janoverllc.com/
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