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1. Reacting properly to a changing economy 
 
This impacts everyone, from the Realtor, to the client, to the customer and 
to any self employed individual or entity owner who has the ability to time 
the receipt of income and the payment of bills. 
  

a. Gross Revenue Up 

Many Realtors as well as some self-employed individuals have had a banner year in 
terms of income and need to plan accordingly for the tax consequences of the coming 
tax filing season. If PPP loans were received, then the distinct possibility exists that 
business expenses paid with those PPP funds may not be deductible. Only time will 
tell as to how this issue plays out with Congress, but many, many small businesses 
may be in for a bitter tax surprise come next year. Consideration should be given to 
SAVINGS and putting funds aside in case the first and second quarters of 2021 
economic performance in the US are not good. On the other hand, financial advisors 
are going to want you to invest those profits in the equities markets, and you 
might/should consider purchasing more rental real estate, so you are going to have to 
decide how much should be in cash and how much invested in the stock market or 
real estate properties etc.. Personally, I would not recommend trying to reduce your 
tax liabilities by big spending on depreciating assets like trucks and SUV’s, however, 
investing in tax deferred retirement plans like SEP IRA’s and the 401(K) for the self-
employed should be considered. Make your estimated tax payments as calculated by 
your accountant. 
 

b. Gross Revenue  Down 

If 2020 was not a good year for your business, then the choices you have are very 
different than above. The issue with the PPP loans and the non-deductibility of the 
expenses that the PPP funds were used to pay is of lesser importance, and clearly I 
would recommend delaying any large business expenditures until your income picture 
improves. This eliminates the vehicle purchase issue, the contributions to SEP IRA’s 
and 401(K) and any other grand tax reduction strategies. One consideration, however, 
is to at least consider an IRA ROLLOVER to a ROTH IRA. The optimal time to do this is 
when your taxable income is low (ie. you are having a bad year business wise) and the 
resulting tax on the IRA ROLLOVER would be minimal and possibly non existent. On 
the other hand, if money is really tight due to lower revenue from your business, the 
CARES Act provides for special distribution options and rollover rules for retirement 
plans and IRA’s and expands permissible loans from certain retirement plans. Chief 
among these rules is the ability to withdraw up to $100,000 without incurring the 10% 
early distribution penalty and to pay tax on the withdrawn funds ratably over three 
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years. Certain qualifications must be met, but if your business has been adversely 
impacted by COVID-19, you will qualify. 

 
 
 
 
Tax rates are low now, but what about the future, elections, 
potential changes in economic and tax policy etc. should give rise to 
consideration of tax deferral now or ROTH type investments now 

 
Financial advisers are treating 2020 as a major opportunity for tax planning, 
but there appears to be no consensus on just how to go about preparing for 
any potential rate increases. 
 
Amid this year’s market crash, many advisers saw an opportunity for clients to 
make Roth conversions, taking advantage of the reduced 401(k) and 
traditional IRA account balances to save on the amount of tax they would 
incur. But with the recent suspension of required minimum distributions 
under the CARES Act, and the possibility that Congress could move to increase 
tax rates after the November election, Roth conversions have been even more 
tempting. 

 
‘ Many business owners will see losses this year, which means they will likely 

end up in a lower tax bracket or have a net operating loss, which can be an 
opportunity to accelerate income.  
With the market still depressed, it can also make sense for investors to ramp 
up contributions to individual retirement accounts or health savings accounts, 
in order to capture the recovery.  
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2. New tax laws that have occurred or may occur in 2020  
a. Meal and Entertainment-maybe 100% deductible, this was 

discussed, but nothing done as of 9/10/2020 to change the 50% of 
business meals deduction and -0-% Entertainment deduction 

b. Other changes resulting from HEALS Act and HEROES Act 
negotiations-nothing has been agreed to as of 9/10/2020 and it 
looks like nothing will be accomplished before the elections 

c. Social Security Tax Deferral 

IRS Payroll Tax Deferral Guidance Puts Pressure on Employers 
The IRS issued guidance Friday (Notice 2020-65) on the payroll tax deferral for 
wages paid starting September 1. Unfortunately, the guidance leaves 
important questions unanswered. 
 
What we know: 
- Only FICA taxes - the 6.2% portion of the federal payroll tax on employees - 
(and the Railroad Retirement equivalent) are deferred. Medicare taxes are not 
covered. 

- Only taxes on employees earning under $4,000 for a bi-weekly pay period are 
deferred. This is a cliff effect rule - if an employee earns $4,010 dollars in a bi-
weekly period, none of the FICA taxes are deferred. If the employee earns 
$3,990, though, they all are deferred. If the payroll period isn't bi-weekly, the 
limits are adjusted accordingly.  

- The determination is repeated independently for each pay period. 

- The employer is responsible for collecting and remitting the deferred taxes 
starting in January by increasing withholding on employee earnings. 

- If the employer withholds FICA anyway, they have to remit the taxes under 
the usual rules. 

What we think we know, but aren't yet sure: 
- It doesn't appear that employers are required to participate in the 
withholding deferral.  

- Employers may make "other arrangements" to collect the deferred FICA from 
employees. It's not clear what this means 

- Employers are apparently responsible for ponying up the taxes of employees 
whose FICA taxes are deferred if the employee leaves before the deferred 
taxes are paid. 



5 
 

- Self-employed taxpayers appear to get no deferral break. But owners of their 
S Corporation or C Corporation apparently are eligible. 

What we don't know: 
 

The Trump administration promises to push for forgiveness of deferred taxes 
if it is re-elected.  

Forgiveness requires Congressional approval. We don't know how the election 
will come out, or whether the new Congress will go along with the 
forgiveness. 

Considering the potential employer liability for FICA taxes for employees who 
leave, and the awkwardness of increasing withholding in 2021 to make up for 
2020 deferrals, it's uncertain how many employers will go along with the 
deferral - especially considering the major programming and logistical 
difficulties of implementing the change on very short notice 
 

    
 d. Delaying payment of the Employer side of Social Security Taxes 

Under sections 2302(a)(1) and (a)(2) of the CARES Act, employers may defer 
deposits of the employer's share of Social Security tax due during the "payroll 
tax deferral period" and payments of the tax imposed on wages paid during 
that period. The payroll tax deferral period begins on March 27, 2020 and ends 
December 31, 2020. One half of the deferred amount is payable by 12/31/21 
and the other on half is payable by 12/31/22. 
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3. Maximizing the Heavy SUV/PU truck deduction 

 Vehicle Expenses 
 IRS Optional Mileage Rates 

 
In 2020 the rate will be 57.5 cents per mile, a reflection of changing fuel prices 
and maintenance costs. In addition to the standard cents per mile allowance, 
you can deduct the business parking, tolls, AND the business percentage of the 
vehicle interest expense on the loan, if applicable. 

 
 

Actual Costs 
 

As an optional approach to using the mileage rates, a taxpayer may keep a 
record of all expenses associated with the operation of the car. Then the 
taxpayer may deduct that percentage of expenses which is for business. The 
business percentage is established by dividing the total business miles driven 
in the tax year by the total miles driven. 

 
 

Cost Recovery or Depreciation 
 

In addition to those actual expenses incurred in operating your business car, 
you may add to your expenses a deduction for cost recovery or depreciation. 
If you use your car more than 50% for business usage then you are allowed to 
use the MACRS (Modified Accelerated Cost Recovery System). This system is 
accelerated in a fashion, in that it allows you to deduct larger amounts in the 
first three years of owning the car. However, after the third year the taxpayer's 
deduction is limited until the car is fully depreciated. Should you use the 
business car less than 50% then you are limited to a straight line cost recovery. 
The useful life of a car is 5 years.  

 
 The 2020/2021  Luxury Vehicle Depreciation Limits -first and foremost, 

Congress finally figured out that a decent vehicle cost more than $16,000, and 
raised the luxury car limit to $47, 120. 

 
Luxury autos (Note: the definition of “luxury” is not by vehicle, but by the cost 

of the vehicle) And this new limit is a huge change!!!!! 
 

Ordinarily, the first-year limit on depreciation for passenger automobiles 
cannot exceed $10,000 (inflation adjusted). The first year limit is raised by 
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another $8,000 if bonus depreciation is claimed for a qualifying vehicle (for a 
maximum first-year depreciation of no more than $18,000.  

 
To put all this in perspective, assume that you spend $60,000 today on a 100 
percent business-use vehicle and you want to deduct as much as possible this 
year. Your first-year deduction (for 2018) for both depreciation and expensing 
is 

 
• $60,000 on a new or used  qualifying pickup truck; 
• $60,000 on a new qualifying SUV  
• $60,000 on a used qualifying SUV 
• $18,000 on a car, if Bonus depreciation used 
• $10,000 on a car, if NOT using Bonus Depreciation 

 
 
 
 
 
 

  
4. Maximizing the even more relevant Home Office Deduction  

A home office deduction may include real estate taxes, insurance, mortgage interest, utility 
costs, etc. In addition, depreciation may be included. To figure depreciation, the basis of the 
home is the lower of the fair market value of the entire house at the time you started to use a 
part of it for business, or its adjusted basis. Only that part of the cost basis allocated to the 
office is depreciable.  
 
 
To calculate that portion of the above mentioned expenses which would be for business, a 
business percentage must be determined. This is figured by dividing the area used for the 
home office by the total area of the home. If the rooms of the home are about the same size 
then the number of rooms may be used to determine a percentage. 
 

 

The expenses which would be deductible under the home office rules would be shown on the 
appropriate lines of Schedule C.  
 
 
You may operate your business from your home; however, in order to deduct your expenses 
associated with your home office you must be able to prove that you use the home area 
designated as your home office exclusively for business and on a regular basis. In addition, 
the tax law change of 1998 removed the “principal place of business” test and replaced that test 
with a more relaxed requirement that the office in home be used on a substantial basis for the 
management and administrative tasks of running the business. This new “substantial” 
requirement also means that there is no other space where the self-employed person performs 
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“substantial” management and administrative tasks of running the business. The compliance 
with the above tests must be strictly adhered to. If your office is not where you perform the 
substantial management or administrative tasks of running the business and you do not use 
it exclusively, then your deduction will be lost. Note: many accountants tell their clients that 
if they have an office to go to, for example, the brokers office, that the home office deduction 
is not allowable. That is not what the law says, and careful adherence to the rules would allow 
the deduction. Also note that the new regulations dated 12/23/02 do not require the allocation 
of the gain between the office and residence when the home is sold. This is truly a win-win 
situation for the self-employed, inasmuch as the only amount of gain on the sale of the 
residence that will probably be taxable is due to any depreciation claimed on the home office 
after 5/6/97. And that amount is generally a very small number. 
 
Since the burden of proof is on the taxpayer, you must be able to prove that your home office 
qualifies. The IRS suggests that you keep a daily planner noting the hours you spend on the 
business each day, especially if you have another office that you can use. Furthermore, the 
taxpayer's total deduction may not create a business loss. In other words, your home office 
expenses are limited to the amount of income produced. However, unused home office 
expenses may be carried forward to a tax year in which they can be used. 
 
Note: New IRS Safe Harbor Rule for the Home Office Deduction starting in 2013. 

 
 
The Home Office Deduction Safe Harbor 
 
 
Rev. Proc. 2013-13 
This revenue procedure provides an optional safe harbor method that individual taxpayers 
may use to determine the amount of deductible expenses attributable to certain business use 
of a residence during the taxable year. This safe harbor method is an alternative to the 
calculation, allocation, and substantiation of actual expenses for purposes of satisfying the 
requirements of §280A of the Internal Revenue Code.  The basic premise of this Revenue 
Procedure provides a deduction based on $5.00 per square foot, with a maximum of 300 
square feet limitation. Therefore, the maximum deduction that can be claimed under this safe 
harbor is $1,500.00. This revenue procedure is effective for taxable years beginning on or 
after January 1, 2013 
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5. The 20% Qualified Business Income Deduction  

Deduction for Qualified Business Income 
Because the new tax bill greatly decreases the tax rate for corporations (from the 
prior law’s 35% to just 21%), many Members of Congress believed that the 
business income earned by sole proprietors, such as independent contractors, as 
well as by pass-through businesses, such as partnerships, limited liability 
companies (LLCs), and S corporations, should also receive tax rate reductions. In 
addition to lower marginal tax rates, the final bill provides a significant up-front 
(above the line[1]) deduction of 20% for business income earned by many of these 
businesses, but with certain conditions. 
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CARES Act Stimulus Payments, EIDL Grants, EIDL Loans, 
and PPP 
  

 

I.  First, a brief discussion on Stimulus Payments you might 
have received. 
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a. Statistics 

2. Loan Size 
3. * Overall average loan size is: $108K. 

 

 

 

 

 

a. Application to the self employed 

Loan 
Size 

Loan 
Count 

Net Dollars 

% of 
Count 

% of Amount 

$50K 
and 
Under 

3,183,498 $57,597,025,357  66.3% 11.1% 

>$50K - 
$100K 

669,290 $47,662,184,747  13.9% 9.2% 

>$100K - 
$150K 

289,515 $35,442,416,547  6.0% 6.8% 

>$150K - 
$350K 

374,538 $84,111,757,522  7.8% 16.2% 

>$350K - 
$1M 

198,810 $113,084,450,925  4.1% 21.8% 

>$1M - 
$2M 

52,909 $73,337,653,204  1.1% 14.1% 

>$2M - 
$5M 

24,799 $73,726,122,011  0.5% 14.2% 

>$5M 4,828 $33,893,791,814  0.1% 6.5% 
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b. Destroying common myths 

 

4. Forgiveness rules as of the date of this webinar   
a. Constantly changing 

Small businesses could see a second round of Paycheck Protection 
Program loans and legal liability protections from Covid-19-related 
claims under a new, scaled-down stimulus proposal introduced by 
Senate Republicans Tuesday evening. 

The new bill, which comes weeks after talks between Republicans and 
Democrats broke down, would create a second round of PPP loans for 
small businesses of 300 employees or less that have seen at least a 35% 
drop in revenue in one quarter in 2020 over the same quarter in 2019, 
according to a summary of the bill circulated by Republicans. 

The loans would be a maximum of 2.5 times average monthly payroll 
and be capped at $2 million, less than the $10 million maximum offered 
through the original PPP authorized through the CARES Act. 

It would also expand expenses that would be eligible for forgiveness, 
including certain software, supplier and Covid-related preparedness 
costs. The legislation also would allow for a streamlined forgiveness 
process for loans under $150,000, according to the bill summary. The 
legislation would also provide an additional $50 million to be used to 
augment audits of the PPP. 

The legislation would also provide a shield for businesses and other 
organizations against Covid-related claims and create what is called a 
federal cause of action to create a standard that would apply across state 
lines. 

Part of the funding for the proposed legislation would come from money 
left over from the original PPP as well as funding left unused by the 
Federal Reserve under the CARES act. 

The legislation covers other ground as well, including an additional 
$300 per week in unemployment benefits, less than the $600 per week 
sought by Democrats, as well as increases in charitable contribution tax 
credits, among other items. 
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It does not provide any additional payments to individuals such as the 
$1,200 per person checks issued under the CARES Act. 

 
b. Most loans completely forgiven 

 

 

 

 

 

 

 

 

 

 

 

5. Documents to file with lender to apply for forgiveness 



22 
 

 

 



23 
 

 

 


