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ADRIFT IN 2020 

 

KEEPING ESTATE & FINANCIAL PLANS AFLOAT 

 IN A TURBULENT SEA  

 

 

 

THE PEACEFUL START OF 2020 

 
Economic Expansion 

     

- Consumer activity is strong; 

- 10 years into the economic expansion Americans are feeling financially 

strong, debt is low, wages are expanding and unemployment is at historically 

low rates;  

- Experiencing the longest bull market in history;  

- Due to economic easing, interest rates are historically low; and  

- Due to what is brewing in the background, these low interest rates may prove 

to be a handicap since it would be nearly impossible to do any quantitative 

easing, if needed. 

 

Financially we are feeling good, but we have a presidential election on the horizon  

 

What Can We Expect on the Economic Front in a Pandemic? 

 

Pandemics are rare events, and we have few data points to inform predictive 

models.  

 

Not counting Covid-19, there have been only three pandemics in history: 

 

Europe - 14th Century – Black Death – 10/1347 – Some 20 million died. 

The Black Death lasted six years. 

David Routt, Professor of History at the University of Richmond, stated 

that “Isolating the Black Death’s economic impact from manifold factors 

at play is a daunting challenge.”  

        

Great Plague of Europe – 17th Century  Estimated 75 to 200 million deaths 

 

Spanish Flu of 1918 –  17.4 million deaths 

 

The economic effect of prior pandemics is limited by the lack of economic 

statistics for the era. 

 



2 

 

 

 

INCREASING UNCERTAINTY 
 

Full blown pandemic; 

 

Contentious presidential race; 

 

California wildfires and increasing violence on the streets in some cities. 

 

 

Our Current Experience of 2020  

 

Stock markets are fluctuating wildly; 

 

Government Stimulus Packages; 

 

Rising unemployment and under employment, closing of businesses and general loss of 

consumer confidence; and  

 

Small, medium-zize enterprises and business startups are not “starting up” 

 

Take heart, there are roads to recovery.    

 

The crisis exposed vulnerabilities in our economy and by addressing these vulnerabilities, 

through national monetary, fiscal and policy decision, large-scale boosts to aggregate supply and 

demand will all help create the conditions for renewed economic growth.  

 

 

FINANCIAL PLANNING in this Sea of Uncertainty 
 

6 Step 2020 Year-End Financial Planning Checklist 

2020 has been a year of unexpected changes but the fundamentals of end-of-year financial 

planning remain the same. Here is a checklist of 6 key topics to get you started.  

 

1). IRAs, 401(k) and ROTH CONVERSTIONS:  The 2020 CARES Act provided a waiver 

that allowed IRA holders over the age of 72 to opt out of their required minimum distributions 

(RMDs) for Tax Year 2020. Based on current historically lower income tax rates, and the 

possibility of a higher tax environment in the future, if your income in 2020 was lower than 

expected, it may warrant a second look at the possibility of taking a voluntary distribution from 

your Traditional IRA account.  
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Also, these same lower marginal tax rates may invite you to act on the conversion of your 

Traditional IRA assets to a ROTH IRA. 

 

Conversely, remember to max out retirement contributions. If you are still building 

wealth, are you taking full advantage of your employer’s match to your workplace 

retirement account? If not, it is a great time to consider increasing your contribution. If 

you are already maxing out your match or your employer doesn’t offer one, boosting your 

contribution to an IRA could still offer tax advantages.  

 

Keep in mind that the SECURE Act repealed the maximum age for contributions to a 

traditional IRA, effective January 1, 2020. As long as you’ve earned income in 2020, you 

can contribute to a traditional IRA after age 70½.  

 

What is the Roth Conversion strategy that seemingly everyone is talking about, and does it 

make sense for your Traditional IRA? 

Assets in a Traditional IRA are generally funded with pre-tax dollars, grow tax-free over time, 

and distributions are taxed as ordinary income tax rates. In a Roth IRA conversion, the owner of 

a Traditional IRA volunteers to pay taxes now on some or all the assets that have grown tax-

deferred in the Traditional IRA.  

 

Do you or your spouse not have a Traditional IRA? 

As discussed, a Roth IRA allows for assets to grow tax-free as well as for distributions to be 

taken that are not subject to taxation (certain restrictions apply). If either you or your spouse do 

not currently have a Traditional IRA, but the household will have earned income in 2020, there is 

a strategy known as a Back-Door Roth conversion that should be explored with your advisor. 

 

Charitable Giving Opportunity: 

Don’t forget that you can still give up to $100,000 from your IRA to a charity and bypass 

income tax on that donation.   

 

What is a Donor Advised Fund (“DAF”) and how could it help with your 2020 tax 

planning? 

A DAF is a low-cost, effective strategy that provides the opportunity for annual charitable gifting 

and allows the donor to take a full tax deduction in a single year.  A unique application of this 

strategy allows for the “bunching” of a multi-year gift into a single calendar year. For tax filers 

who file an itemized return, the normal maximum deduction for a cash charitable donation is 

limited to 60% of Adjusted Gross Income (AGI), yet the CARES Act allows for a deduction of 

up to 100% of AGI in 2020. (This strategy is subject to AGI limitations. Please consult with your 

tax advisor for details.) Combining the change to the AGI limitation in the same tax year as a 

Roth Conversion can be a potentially powerful planning strategy. 

 

2) Rebalance your Investment Portfolio. Reviewing your capital gains and losses may 

reveal tax planning opportunities; for example, you may be able to harvest losses to offset 

capital gains before yearend. 
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Capital gains rates are at historically low levels. Asset prices have strongly recovered as we 

approach the end of 2020, and many accounts are amazingly at all-time highs in value. Does it 

make sense to lock in a 23.8% capital gains tax rate now since with the new presidency a 

much higher tax is expected? 

 

Charitable Giving Opportunity: Don’t forget year end gifting of appreciated stock to 

your favorite charity.  Donating to charity is another good strategy worth exploring to 

reduce taxable income—and help a worthy cause. Take a look at various gifting 

alternatives, including donor-advised funds.  

 

3) Estate Planning Review:  Review and update your estate plan on a regular basis to 

make sure it stays in tune with your goals and accounts for any life changes or other 

circumstances. Take time to: 

• Check trust funding 

• Take a fresh look at trustee and agent appointments 

• Review provisions of powers of attorney and health care directives 

• Ensure that you fully understand all of your documents 

 

Charitable Giving Opportunity: If you have a specific bequest in your estate plan for 

your favorite charity, does it make sense to gift it now, rather than later?  

 

4)  Advanced Estate Planning:  If you believe changes will soon occur in tax policy, will you 

benefit from a discussion on solutions which will help to preserve the currently high levels 

of Unified Credit/Federal Estate Tax Exclusion? 

There are a myriad of gifting and estate planning techniques which can be implemented now to 

help preserve the historically high levels of the Unified Credit/Federal Estate Tax Exclusion of 

$11.58 million per individual, or $23.16 million per married couple. These current, relatively 

high thresholds could head lower soon, which would trigger a lost opportunity for those with a 

meaningful projected taxable estate.  

 

The current high exemption is set to sunset in 2025 at which time it reverts to $5 million per 

individual taxpayer.  Questions exist as to whether this lower exemption will become retroactive 

to 1/1/2021. 

 

5)  Beneficiary Designations:  Have you reviewed your beneficiary information this year? 

Now is a good time to simply check your primary and contingent beneficiary information. 

Beneficiary designations on IRAs and 401k accounts supersede your Will, so make sure to 

review and update appropriately.   

 

Charitable Giving Opportunity: If you plan to give a portion of your estate to charity, 

think about leaving your IRA or other tax deferred asset to charity and the balance of your 

estate to “regular” beneficiaries. A good estate plan can be written to make sure the right 

“portion” of your overall assets go to charity. A charity recipient of an IRA does not need 

to pay income tax on the assets – a “regular” beneficiary will.  
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6)  Charitable Donations:  Did you make a charitable gift in 2020? 

For tax filers who claim the Standard Deduction, do not file an itemized tax return, and who 

normally would not receive a tax benefit from a Charitable Contribution, the CARES Act allows 

for an “Above the Line” deduction for a $300 cash donation made direct to a 501(c)3 charity. If 

you made a charitable gift of up to $300 in 2020, remember to get documentation and report the 

gift to your tax preparer. Although a relatively small dollar amount, tax aware planning points to 

every tax dollar saved being a dollar earned. 

 

Note:  Gifts of property to charity and donations to a DAFs do not apply. 

 

Below the line charitable giving:   

 

Below the line, the CARES Act made temporary changes to the tax law to encourage the 

donation of charitable contributions.  During 2020, the limitations on deductions for charitable 

contributions increases for individuals who itemize, as well as for corporations. For individuals, 

the normal limitations are 50%, 30% or 20% of a taxpayer payer’s adjusted gross income (AGI), 

depending upon how the IRS classifies the organization receiving the donation. This, of course, 

only applies to taxpayers who can itemize deductions. 

 

For 2020, under the new CARES Act rules, taxpayers can deduct charitable contributions up to 

100% of their AGI. 

 

This can be an important planning tool. For example, if you want to make a large charitable 

donation in 2020 due to a financial windfall, you can do this and potentially reap a higher tax 

benefit than in a normal year. 

 

Consider bunching several years’ worth of donations to one or more charitable organizations into 

a single year to take advantage of this higher deduction threshold.  

 

Qualified Charitable deductions, or QCDs, are designed for IRA account holders who want to 

take a portion of their required minimum distributions (RMDs) and contribute some or all of it to 

charity. The annual limit on QCDs is $100,000. 

 

The SECURE Act enacted at the end of 2019 raised the age to start RMDs for those who had not 

reached age 70½ by Jan. 1, 2020 to 72. However, the new rules did not change the minimum age 

for QCDs, so that remains at 70½. This means that IRA account holders who are at least 70½ can 

still use the QCD method to make charitable contributions. 

 

Even with the waiver of the RMD requirement under the CARES Act, individuals who are 

eligible might consider using the QCD for their charitable contributions. While there is no 

charitable deduction for making a charitable contribution using the QCD, the IRA distribution 

used to make the contribution is not subject to regular income taxes. By reducing the IRA, it 

reduces income tax on future RMDs. 

 

This rule change only applies to cash gifts made directly to an organization. Contributions to a 

donor advised fund or a private foundation do not count toward this higher deduction ceiling. 

https://www.thestreet.com/financial-advisor-center/your-clients-can-delay-rmds-should-they
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ADDITONAL ESTATE PLANNING CONSIDERATIONS 
 

IF I’M SICK, WHAT WILL HAPPEN? 

 

Advance Health Care Directive should be a part of your estate plan. If you are in the 

hospital and need someone to speak for you, the agent you have named in your Advance 

Health Care Directive is that person;   

 

Make sure this document is in your file, in the agent’s hands, on file with the local 

hospital, in your doctor’s files; and   

 

Review your Directive in light of COVID-19.  In this document you state whether you 

want life sustaining actions taken and in what circumstances. In thinking about COVID, 

do you want to be ventilated? No? Make sure it is in the document.  

 

ESTATE PLANNING CONSIDERATIONS  

 

Presently we can each pass $11.58 per person and $23.16 million per married couple;    

 

Sunsets at the end of 2025 and returns to $5 million, adjusted for inflation;   

 

Could be increases in capital gains tax;  

 

Possible elimination of  the “step-up in basis” provision in the tax code which currently 

allows heirs to avoid taxes on gains that are accumulatied before death;  

 

Should you make larger gifts to family, friends or charity now? 

 

Don’t let the tax tail wag the dog. Never do antyhing solely for tax reasons; and   

 

Remember too, that when we make gifts, the asset takes our cost basis with it so the 

receiptient of the gift will, most likely, have capital gains on subsequent sale – unless that 

receiptient is a charity! 

 

CHARITABLE GIVING CONSIDERATIONS 

 

Short list of types of Charitable Giving:    

- Contributions of Cash  

- Donations of Tangible Assets – real and personal poroeprty.  Remember to 

conform to the appraisals required by the IRS 

- Donation of appreciated assets avoids capital gains tax – for both donor and 

receipient – think appreciated stocks! 

- Do not donate capital loss items – sell them, take the loss and then donate 
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- Set up your will or trust to give to charity: 

o Fixed dollar amount or a specific asset 

o Specified percentage of your estate (preferred) 

o Give the residue of your estate to charity 

- Designate charity as a beneficary of a retirement plan (IRA, 401(k), 403(b))  

Coordinate the the charitable gifts made through your will or trust with the 

donation from the tax-deferred account  

- Designate a charity as the beneficiary of a life insurance policy or annuity 

- Designate a charity as benefity of U.S. Savings Bonds (takes care of that 

earned interest) 

- Give your Airline Miles to Charity! 

- Use a CRT to convert non-income producing land to income producing 

(lumber family) 

 

 

THE BEST MOVES FOR FAMILY, FRIENDS AND THE 

CHARITIES WE WISH TO BENEFIT  
 

Families: 

Make sure your Advance Health Care Directive is updated and copies are provided to 

your agent, hospital, doctor, estate attoreny and trustee or executor; 

Fill out the Questions You Should Answer for your Trustee – provided in your handout 

and give it to your Trustee; and 

Review your estate plans – make sure you understand them and they reflect your wishes. 

 

What can Charities do? 

 Educate donors on the importance of giving now and the current tax benefits; and 

 Make sure every tax payer who can afford it gives their “above the line” donation of $300 

 

Thank you for having me in your homes this evening – it has been a pleasure!   

Disclaimer – I am not an attorney, CPA or tax advisor.  I work with clients in estate and 

financial planning and estate settlement work. When we do this work it is always in conjunction 

with our client’s legal, financial and tax advisors.  

 

If you hear something here about estate or tax planning that sounds like a good option for your 

family – talk with and work with your advisors. 

 



8 

 

 

Liza Horvath, CTFA, LPF 

Monterey Trust Management, Private Client Services 

400 Camino El Estero, Monterey, CA  93940 

(831)646-5262 

Liza@MontereyTrust.com 
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