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Year-End Planning - CARES Act

Excess business losses are suspended

Net Operating Losses (NOL) from 2018, 2019 or
2020 can be carried back up to 5 years

Qualified Improvement Property (QIP) now
eligible for 100% bonus
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Year-End Planning - CARES Act

Employee Retention Credit
Equal to 50% of qualifying wages

To be eligible must have not received PPP

Business interest limitation increased from 30%
to 50% of adjusted taxable income
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Tax Planning Opportunities

Qualified Business Income Deduction
Donor advised funds
Retirement planning

Other planning opportunities

© 2020 Jones & Roth, P.C. All Rights Reserved.



Qualified Business Income Deduction

For healthcare (specified service trade or
business) the following limits apply;

Phase out begins when taxable income exceeds
$326,600 (joint filers) or $163,600 (all others)

Fully phased out when taxable income exceeds
S426,600 (joint filers) or $213,600 (all others)
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QBID Example

Married Filing Jointly No Planning

Wages $200,000 $200,000
Practice Income $250,000 $200,000
QBID $700 $20,560
Standard Deduction $24,800 $24,800
Taxable Income $424,500 $354,640
Tax $98,165 $75,516

Marginal Tax Rate 35% 32%

Tax Savings 45.3%
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Donor Advised Funds

Contribution to DAF and receive tax-free growth

Under current law, no requirement to send money
to charity

Additional benefit when donated appreciated assets

“Double up in one year to maximize the benefit”
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Bonus Depreciation

Allows for 100% expensing of qualified property placed in
service after September 27, 2017 and before January 1, 2023

Extended through 2026, with 80% in 2023, 60% in 2024, 40%
in 2025, and 20% in 2026

Available to new and used qualified property purchases
(previously was new only)

Property acquired before September 28, but placed in service
after September 27 would be subject to old law
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179 Business Expensing

Increases expense amount to $1,040,000
Increases phase-out threshold to $2,590,000

Expands the definition of qualified real property
eligible for section 179 to include certain
improvements to nonresidential real property: roofs,
heating, ventilation, and air conditioning property;
fire protection and alarm systems; security systems.
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Retirement planning

Most common plans; SIMPLE IRA and 401(k)

SIMPLE IRA
Deferrals up to $13,500 (S3,000 catch-up)

Generally, employer match up to 3% of compensation
401(k)

Deferrals up to $19,500 ($6,500 catch-up)

Employer amount up to $37,500 (or 25% of compensation)

Combined maximum if over 50 years of age = $63,500

Other options; Cash Balance
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How to plan for PPP changes?

Under current guidance, IRS has determined that
expenses related to PPP loan will not be deductible
in 2020 and will be based on what is expected to be
forgiven; pursuant to Rev. Proc. 2020-51 and Rev.
Rul. 2020-27

Does not matter when borrower applies or receives
notification for forgiveness!
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How to plan for PPP changes?

Purchase equipment to offset the lost deductions
Other planning items previously mentioned

What if the law changes?
Deductible expenses? All or threshold?

Threshold for automatic forgiveness?
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Oregon Specific Considerations

Eugene Community Payroll Tax
Effective 1/1/2021
Tax Rates start 0.0030 to 0.0044

Exempt at certain amount

New Portland Taxes
Preschool for All Tax (3% on resident and nonresidents)

Supporting Housing Services Tax (1% on individuals
and business)
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Oregon Specific considerations

Sample Medical Practice

Gross Revenue 4,200,000
Less: Intercompany Revenue -
Less: Excluded Revenue -
Plus: Common Ownership & Unitary Group -
Commercial Activity Base 4,200,000
)

Don’t forget

Cost of Goods Sold
about the .

Labor (Including owner) 1,900,000

Oregon CAT Deduction 665,000
Final Deduction 665,000
Net Revenue over Deduction 3,535,000
Exclusion (1,000,000)
Net Corporate Activity 2,535,000
Corporate Activity Tax 14,700
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Other Considerations

EIDL Recipients

Restricted use of the funds

Documentation for use of the funds

HHS Provider Relief Funds
Single Audit threshold; S750K expenditures

Attestation for use of the funds
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What if there are tax law changes?

Tax Law Changes?

Tax Cut & Jobs Act Repealed;
State & local taxes not limited
Beware of AMT!

Lowered limits on child tax credits
Loss of QBID

The list goes on...
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Securities offered through Avantax Investment Services®™, Member FINRA, SIPC.
Investment advisory services offered through Avantax Advisory Services®™.
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