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Scope of the Presentation

Items to be covered
• 2021 Inflation Adjustments
• The CARES Act
• SECURE Act refresher
• Looking Ahead
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2021

Key Inflation Adjustments
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2021 Married Filing Jointly Tax Table
Married 

Filing Jointly
Taxable
Income 2021

Over But Not Over Amount Plus Of the Amount Over

$0 $19,900 10% of taxable income

$19,901 81,050 $1,990 12% $19,900

81,050 172,750 9,328 22% 81,050

172,751 329,850 29,502 24% 172,750

329,851 418,850 67,206 32% 329,850

418,851 628,300 95,686 35% 418,850

628,301 168,994 37% 628,300

Household Income
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2021 Single Filers Tax Table
Married Filing 

Jointly
Taxable
Income 2021

Over But Not Over Amount Plus Of the Amount Over

$0 $9,950 10% of taxable income

$9,951 40,525 $995 12% $9,950

40,526 86,375 4,664 22% 40,525

86,376 164,925 14,751 24% 86,375

164,926 209,425 33,603 32% 164,925

209,426 523,600 47,843 35% 209,425

523,601 157,804 37% 523,600

Household Income
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Key Numbers
• Elective Deferrals 401k, 403b $19,500
• Catch Up Contribution $6,500
• SIMPLE IRAs $13,500
• Catch Up Contribution $3,000
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Key Numbers
• SEP IRAs $58,000
• Defined Benefit $230,000
• Maximum includible Comp $290,000

• Traditional and Roth IRAs $6,000
• Catch Up Contribution $1,000
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Key Numbers
• Social Security Wage Base $142,800
• COLA $1.3%
• Estimated Avg Monthly Benefit $1,543
• Medical Expense Threshold 10%
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Standard Deductions

Single $12,550 

Married filing jointly $25,100 
Head of household $18,800 

Married filing separately $12,550 
Kiddie tax limited standard deduction $1,100 

Elderly or blind additional deduction 
Single $1,700 

Married $1,350 
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Alternative Minimum Tax

Filing Status Exemption Phaseout
Single                                 $73,600 $523,600 
Married filing jointly          $114,600 $1,047,200 
Married filing separately     $57,300 $523,600 
Trusts and estates           $25,700 $85,650 
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2021

CARES Act
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CARES
• The Coronavirus Aid Relief and Economic Security 

(CARES) Act was passed by Congress and signed 
on March 27, 2020.  The $2 trillion stimulus 
legislation was a direct response to the highly 
unusual economic downturn triggered 
predominantly by “stay-at-home” orders which 
were instigated by many state governments.
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CARES
• Barring further action from Congress, the majority 

of the provisions contained within the CARES act 
appear to be limited to 2020.  Some however will 
remain in place until at least 2022. 
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CARES

• “Stimulus Checks”
• $1,200 per person plus $500 per qualifying child
• Deemed an “advance on a refundable credit.”

Economic Impact Payments

• $75,000 for Single/MFS, 
• $112,500 for HoH
• $150,000 for MFJ

Phase Out Limits

• The credit is reduced by 5% for every dollar earned above the threshold 
amount  For example, a couple the files MFJ is completely phased out if 
their AGI reaches $198,000.

5% on the dollar reduction
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CARES

• On withdrawals up to $100,000 IF:
• Someone in the household is positively diagnosed
• Or
• Someone experienced adverse financial conditions (job loss, etc.)

10% Early Withdrawal Penalty Waived in 2020 only

Withdrawals can be repaid through 2021, 2022 and 2023
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Charitable Deductions AGI Thresholds Increased

60% 
becomes

100% for 
Individuals

10% 
becomes

25% for 
Businesses
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CARES
• $300 Above-the-line deduction introduced for 

taxpayers that do not itemize.
• In-kind donations of food to a charitable 

organization are deductible, up to the basis plus 
half of appreciation, not to exceed twice the basis
• Under CARES, a business can pay up to $5,250 of 

employee’s student loans.  This is similar to 
student reimbursement program.
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SECURE Act

Refresher
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Kiddie Tax

• 2021 threshold remains $1,100

Now the “parent’s marginal rate” again

The estate and trust rates approached 40% very quickly. Repealed.

• Clients that were subject to Kiddie Tax in 2018 and 2019 have the option of amending 
those returns using the most favorable rate

Planning Tip:
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SECURE Act
• The Setting Every Community Up for Retirement 

Enhancement (SECURE) Act was signed 
December 19, 2019.  The purpose of the act is 
straightforward.  The goal is to increase 
– 1) the number of people participating in retirement 

plans 
– and 
– 2) the length of time they invest in the plan. 
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SECURE Act
• In theory these changes will relieve pressure on 

the Social Security system. For instance disclosure 
forms that estimate the lifetime income based on 
current balances were also introduced. 
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SECURE Act
• Long term part time workers, such as students or primary 

family care givers will have easier access to 401(k) plans.  
• Previously to qualify an employee must have at least 1,000 

hours per year for three consecutive years to be admitted 
to the plan.  

• Now employees that work at least 500 hours per year for 
three consecutive years can make elective deferrals.  
Employers however are not required to make matching 
contributions for part-time employees.  Note therefore that 
the full-time employer matching requirements still apply
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• The SECURE Act broadened the definition of 
earned income for IRA purposes.  
– For instance fellowships and stipends among graduate 

students are now considered earned income and are 
eligible for IRA contributions.  
–Difficulty-of-care payments for nursing home employees 

now qualifies as earned income for IRA.  The benefit is 
these payments are already excluded from taxable 
income but still treated as earned income for IRA 
purposes.
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SECURE Act
• The prior age limit to contribute to an IRA was 70 ½.  
• Starting in 2020 workers of any age can make 

retirement contributions provided they still have to 
have earned income.  
• The previous RMD is the withdrawal must have been 

made no later than April 1 year of the year after the 
account holder turned age 70 ½.  
• The new rule is the RMD must be taken by April 1 in 

the calendar year after the participant reaches age 72.
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SECURE Act
• Taxpayers over age 70 ½ can still make qualified 

charitable distributions (QCDs) of up to $100,000 per 
year.  
• Briefly, if the withdrawal goes directly to a qualified 

charity the proceeds are tax free.  QCDs also satisfied 
the RMD requirement.  
• How do contributions to traditional IRAs after age 

70½ affect QCDs? Can someone make a post-70½ 
contribution to a traditional IRA and then make a 
QCD?  No. The SECURE Act has an anti-abuse rule to 
prevent this sort of “double-dipping.” 
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Multi-Employer Plans
• Many smaller, unrelated employers will sometimes join 

together to participate in a group plan.  The purpose 
is to reduce costs and simplify reporting such as the 
filing of IRS Form 5500.  
• The issue under previous law is “one bad apple” could 

ruin the plan.  In other words, if one employer failed 
to make a matching contribution for example, the 
entire plan was disqualified regardless of what the 
other employers were doing.  
• Now the culpable party is punished, but the other 

employer can continue normally.
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SECURE Act
• 529 Plan Change
• Beneficiaries can now apply up to $10,000 to pay 

for student loan debt.  
• Previously money could only be used to cover 

tuition.  Excess 529 money can be used to pay 
down student debt.
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Secure Act
• Inherited IRAs, colloquially known as “Stretch 

IRAs” are gone as a result of the SECURE Act.  
• Previously IRAs inherited by non-spouses could be 

liquidated over the beneficiary’s lifetime.  IRAs 
must  now must be completely liquidated within 
10 years of date of death.  In short, take the date 
of death and add ten years.  
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SECURE Act
• The beneficiary can wait until the 10th year to meet 

this requirement.  If they want they can wait until the 
end!  As a planning strategy, if they have other earned 
income in the budget, they could contribute money to 
an IRA in their own name.  
• It is important to note that a spouse can still take out 

withdrawals over their life expectancy.  
• If the beneficiary is not 10 years younger than they 

deceased, they can still take RMDs over their expected 
lifetime.  A minor child that has inherited an IRA is not 
subject to 10-year rule until they turn 18. 
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Looking Ahead

Noteworthy Updates
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Worthless Securities

Stocks from bankrupt companies are deemed worthless on the last day 
of the tax year
May result in capital losses

Several publicly traded companies have declared bankruptcy.

Whether they emerge intact is as yet unclear.
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Legislative Watch

HR 8598

Proposed bill raises COLA adjustment for Social 
Security to 3% in 2021
Introduces by Ways and Means Committee 
10/16/20
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About that health insurance tax penalty….

Penalty suspended by executive order in early 2017

Reduced to zero by the Tax Cuts and Jobs Act.  The Affordable Care 
Act itself was never technically repealed. 

Reinstatement is currently speculative.  Open Enrollment is in 
progress.  Clients and their adult children should consider their 
options.  
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Nota Bene

LIBOR is going away per 
Revenue Procedure 

2020-44
Hurricane Sally Victims
January 15 Extension

IRS introduces QR codes 
to take taxpayers directly 

to IRS.gov

IRS Launches “How to 
Close Your Business” web 

page
IRS announces 2021 Tax 
Counseling for the Elderly

https://www.irs.gov/businesses/small-
businesses-self-employed/closing-a-

business
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Special Investigations

Beware of Phishing! 

$10 Billion identified 
in tax fraud schemes 

by Special Agent
Send to 

phishing@irs.gov
Phishers were not

resting during 
COVID
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Fraud Protection

Obtain IRS PIN
Subscribe to 
Identity Theft 

Services that deal 
with the IRS

Avoid Suspicious 
Emails. Shred 
documents.
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In Summary…

Items covered
• 2021 Inflation Adjustments
• The CARES Act
• SECURE Act refresher
• Looking Ahead



38© College for Financial Planning

Questions?
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Thank you!
Michael.Angell@cffp.edu


