
Avoiding Hindsight:
2020 Year-End Strategic Planning 
Considerations

As 2020 moves towards year-end, there are numerous planning strategies individuals, families, and business owners should consider that 
may strengthen their wealth management plan, preserve their legacy, and minimize their tax exposure. 

Even though 2020 has produced significant economic and political volatility, the following ten considerations may provide you an 
opportunity to enhance your strategic plan as we move towards the future.

1. Maximize Retirement Account Contributions 

The annual contribution limit for 401(k) plans was increased from $19,000 in 2019 to $19,500 in 2020. For individuals over the age of 50, 
there is a $6,500 “catch-up” allowance, which increases the 401(k)-contribution limit to $26,000. The amount you can contribute to an 
Individual Retirement Account (IRA) remained at $6,000 in 2020 (with a $1,000 “catch-up” for individuals over the age of 50 increasing the 
contribution limit to $7,000). Remember, your IRA contribution may not be deductible depending on your adjusted gross income (AGI).

Additionally, the age limit for Traditional and Roth IRA annual contributions has been removed pursuant to the SECURE Act. Prior to 
January 1, 2020, Traditional IRA owners were prohibited from making contributions to their IRAs in the year the IRA owner reaches age 70 
½. After January 1, 2020, Traditional and Roth IRA owners can make annual contributions at any age in years they have “earned income,” 
such as compensation from their employer.

2. CARES Act & SECURE Act Considerations (regarding 2020 retirement distributions from IRAs)

Required minimum distributions (RMDs) for IRAs have been waived for 2020, pursuant to the CARES Act. The CARES Act (Coronavirus, 
Aid, Relief, and Economic Security Act) was passed in March to provide emergency assistance and a health care response for individuals, 
families, and businesses affected by the 2020 Coronavirus pandemic. After 2020, future RMD distributions will be subject to the rules passed 
under the SECURE Act. Prior to January 1, 2020, Traditional IRA owners were required to take Minimum Distributions (RMDs) beginning for 
the year the Traditional IRA owner became age 70 ½. The SECURE Act increases the RMD age from 70 ½ to 72. IRA owners who were born 
after June 30, 1949, qualify to use the new age 72 standard for starting RMDs.

3. Engage in “Tax Loss Harvesting” 

Many investors can offset taxable gains in their portfolios using a strategy of tax loss harvesting. The implementation of a tax loss 
harvesting strategy may provide multiple benefits. These include the offset of capital gains and losses to minimize income tax exposure 
and the tactical adjustment of your investment portfolio due to any changes to personal goals and market conditions. A full review of your 
investment portfolio in conjunction with your wealth strategic plan can help determine if there are tax-harvesting opportunities. 



4. Consider the Tax Deferral Benefits of a Qualified Opportunity Zone (QOZ)

Individuals with substantial capital gains and a desire to manage them in a tax-efficient manner may find potentially significant tax benefits 
through a strategy involving federally designated Qualified Opportunity Zones (QOZ). Investment in a QOZ within 180 days of realizing a 
capital gain, may allow a taxpayer to defer tax, reduce the amount of gain realized through a basis adjustment, and potentially exclude 
gain on the appreciation of the investment through a Qualified Opportunity Zone Fund (QOF) investment. Your investment objectives and 
investment risk tolerance are important considerations before engaging in a QOZ strategy. 

5. Leverage your Current Annual and Lifetime Gifting Exemptions

Sometimes the most basic strategies are the most effective. Annual and lifetime gifts to your loved ones have always been two of the 
most powerful—and under-used —wealth-transfer strategies. In 2020, the annual gift limit is $15,000 - the amount that an individual can 
give someone each year, without any gift- or estate-tax implications. This limit can be used for gifts to an unlimited number of recipients. 
Spouses may combine their exclusions for a $30,000 gift. Gifts may be made directly to individuals or into trust for the benefit of others.

If you have more than enough assets to maintain your lifestyle, consider using all – or part – of your lifetime exclusion gift ($11,580,000 per 
person in 2020) to remove assets from your taxable estate. If you are not comfortable making large outright gifts or giving up significant 
assets, you may consider an estate compression strategy such as a Spousal Lifetime Access Trust (SLAT) or Grantor Trust to fulfill your 
legacy intentions and provide your beneficiaries with trust protection.

6. A Full Estate Planning Review

Your estate plan is a representation of your personal wealth protection & transfer objectives, based on the laws at the time of execution. 
Consideration should be given to the numerous legislative changes from the 2017 Tax Cuts and Jobs Act (TCJA), the 2019 SECURE Act, 
the 2020 CARES Act, and “Sunset” provisions after 2025 included in the TCJA. Given these changes, as well as the upcoming election and 
dramatic differences in tax policies for the two parties, it would be prudent to evaluate how well your estate plan addresses all of these 
factors.

First, does your estate plan address the “basics”? These include your Last Will & Testament, Revocable Trust(s), Powers of Attorney, 
Healthcare Directives, and Living Will(s). Second, old language and formulas may result in unintended consequences and should be 
reviewed and updated as appropriate. Your estate plan should be about more than just tax planning. 

7. Philanthropic Planning

Among the provisions of the CARES Act are two important charitable benefits in 2020. Whether a taxpayer itemizes their deductions or 
not, the Act provides a $300 “above the line” deduction for cash contributions to charitable organizations and churches. In addition, the 
60% adjusted gross income (AGI) limit for individual charitable deductions has been suspended for 2020 for gifts made outright to public 
charities. For individuals with large tax gains on 2020, this can be extremely meaningful for both tax-planning and one’s philanthropic 
intentions. Subject to different AGI limitations, charitable planning may also be facilitated by a donor-advised fund, through a charitable 
trust, or through a foundation strategy.

8. Leverage of Low Interest Rates (Private Financing)

IRS issued interest rates are currently at historical lows. Leverage of these rates through privately financing a transaction may allow you 
to sell an asset, such as closely held business stock, with a reduced cash flow commitment. Further, private financing strategies may be 
utilized in conjunction with gifting (see #5 above) to implement a liquidity strategy, such as the purchase of life insurance to hedge future 
federal estate taxation, fund a buy-sell agreement, or provide wealth equalization between siblings.

9. Discounted Valuation (as identified through a Qualified, Defensible Valuation)

While the Covid-19 pandemic has provided uncertainty for business owners wishing to value their business for sale, the current 
environment has also created an opportunity to potentially increase discounts taken on gifts of closely-held stock (and other “harder 
to value” assets) for lack of marketability, lack of control, and other recognized discounts. Guidance from legal counsel and a valuation 
strategist are highly recommended to ensure the proper implementation of this strategy.
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10. Creation of a Family (and Business) Mission Statement

This year has been challenging in numerous and different ways for individuals, families, and businesses. Using the remainder of 2020 
to memorialize family history, purpose, and intentions may provide not only a means to reflect on the past year but also to provide a 
framework of hope for the days, months, and years ahead. A mission statement may be tailored to be your “true legacy” and allow for future 
generations to understand your values and intentions as we continue to adapt and evolve in the future.

Conclusion

Hindsight may be considered “20-20”, but a frequent, proactive review and updating of your strategic wealth plan may prevent the need to 
look back with regret. Your Regions Wealth Advisor looks forward to discussing these and other ideas to maximize your wealth strategic plan.


