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Overview

In review of 2020, there were not a lot of meaningful tax-related legislative developments. However, the Biden
administration and the new Congress are expected to address various pieces of tax legislation in 2021. For
now, this memorandum highlights many of the standard IRS inflation adjustments that already apply during

2021 until new tax legislation is advanced.

Key Income, Net Investment Tax, AMT Exemptions and Rates

The standard deduction for single taxpayers that do not itemize is $12,550. Married couples filing joint
returns that do not itemize will have a standard deduction of $25,100. For itemizers, state and local tax
(SALT) deductions continue to remain capped at $10,000. The following tables reflect applicable ordinary
income, long and short-term capital gains, qualifying dividends and net investment income tax brackets for
2021 compared to 2020.

2020 and 2021 Top Federal Income Tax Rates

Ordinary earned income, not including short-term capital gains or passive income ! 37.0%
Ordinary income including net investment income (interest, short-term capital gains, non-qualified dividends and other

passive income) 2 40.8%
Long-term capital gains 8 23.8%
Qualified dividends * 23.8%

Notes:

1 Medicare surcharge of 0.9% applied to wages and self-employment income that exceeds $200K for singles and $250K for couples
2 Includes interest, dividends, royalties, net rental income and other passive income

3 Includes 3.8% surtax on net investment income over $200K for singles and over $250K for couples
4 Includes 3.8% surtax on net investment income over $200K for singles and over $250K for couples

2020 Federal Income Tax Brackets

Single Married Filing Jointly Married Filing Separate Head of Household Estates & Trusts Marginal Rate
Up to $9,875 Up to $19,750 Up to $9,875 Up to $14,100 Up to $2,600 10%
$9,876 to $40,125 $19,751 to $80,250 $9,876 to $40,125 $14,101 to $53,700 NA 12%
$40,126 to $85,525 $80,251 to $171,050 $40,126 to $85,525 $53,701 to $85,500 NA 22%
$85,526 to $163,300 $171,051 to $326,600 $85,526 to $163,300 $85,501 to $163,300 $2,601 to $9,450 24%
$163,301 to 207,350 $326,601 to $414,700 $163,301 to $207,350 $163,301 to $207,350 NA 32%
$207,351 to $518,400 $414,701 to $622,050 $207,351 to $311,025 $207,351 to $518,400 $9,451 to $12,950 35%
Over $518,400 Over $622,050 Over $311,025 Over $518,400 Over $12,950 37%

2021 Federal Income Tax Brackets

Single Married Filing Jointly Married Filing Separate Head of Household Estates & Trusts Marginal Rate
Up to $9,950 Up to $19,900 Up to $9,950 Up to $14,200 Up to $2,650 10%
$9,951 to $40,525 $19,901 to $81,050 $9,951 to $40,525 $14,201 to $54,200 NA 12%
$40,526 to $86,375 $81,051 to $172,750 $40,526 to $86,375 $54,201 to $86,350 NA 22%
$86,376 to $164,925 $172,751 to $329,850 $86,376 to $164,925 $86,351 to $164,900 $2,651 to $9,550 24%
$164,926 to $209,425 $329,851 to $418,850 $164,926 to $209,425 $164,901 to $209,400 NA 32%
$209,426 to $523,600 $418,851 to $ 628,300 $209,426 to $314,150 $209,401 to $523,600 $9,551 to $13,050 35%
Over $523,600 Over $628,300 Over $314,150 Over $523,600 Over $13,050 37%
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2020 Total Income 2021 Total Income ETETEE
Single Filers Married Filing Joint Single Filers Married Filing Joint 20 e
Up to $40,000 Up to $80,000 Up to $40,400 Up to $80,800 0%
$40,001 to $441,450 $80,001 to $496,600 $40,401 to $445,850 $80,801 to $501,600 15%
More than $441,550 More than $496,600 More than $445,850 More than $501,600 20%

2020 Net Investment Income Tax (MAGI Thresholds) 2021 Net Investment Income Tax (MAGI Thresholds)

Single Filers Married Filing Joint Single Filers Married Filing Joint

Over $200,000 Over $250,000 Over $200,000 Over $250,000

Alternative Minimum Tax (AMT)

The AMT is a separate tax calculation that requires individual taxpayers, estates and trusts to add back
certain deductions that would otherwise be deductible against their regular tax calculation. The AMT tax
rate is generally lower than the highest regular income tax rate, but the base upon which the tax is applied
is higher due to the addback of various deductions. While there are several factors that could contribute to
a taxpayer being subject to AMT, a combination of the following preferences typically will trigger an AMT
liability since the deduction for state and local taxes is capped at $10,000:

= Significant long-term capital gains
= Exercise of incentive stock options
= Accelerated depreciation deductions

Alternative Minimum Tax (AMT) 2020 2021
. . Married Filing Joint $113,400 Married Filing Joint $114,600
M AMT ’ ’
aximum AMT exemption amount Single $72,900 Single $73,600
Exemption phaseout threshold Married Filing Joint $1,036,800 Married Filing Joint $1,047,200
ption p Single $518,400 Single $523,600
269 li AMT i AMTI
6% rate applies to AMT income (AMTI) | 1~ e 4 Fiing Joint $197,900 Married Filing Joint $199,900
at or below this amount (28% rate Single $98.950 Single $99.950
applies to AMTI above this amount) g ’ g '

To the extent that a taxpayer is subject to AMT, a common practice is to consider deferring certain
deductions (preference items) into the subsequent year and/or accelerating income into the current year if
doing so is favorable when factoring in the lower AMT tax rates versus the higher regular ordinary income
tax rates.

Estate, Gift and Generation-Skipping Adjustments

The exemption amounts for the estate, gift and generation-skipping taxes increase to $11.7 million in 2021.
($23.40 million per couple). The annual exclusion amount for gifts will remain $15,000 per year. These
changes provide high net worth individuals a significant planning window to make gifts, set up irrevocable
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trusts and analyze strategies to swap high basis assets included in their taxable estate with low basis assets

currently titled in irrevocable trusts.

Retirement Plan and IRA Key Numbers

The following tables reflect IRS elective deferral limits, IRA contribution limits and income phase-out ranges

for traditional and Roth IRAs.

Elective Deferral Limits

401(k), 403(b), 457(b), Profit-Sharing Plans

2020

Lesser of $19,500 or 100% of
participant's compensation ($26,000
if age 50 or older)?

2021

Lesser of $19,500 or 100% of
participant's compensation ($26,000
if age 50 or older)?

Defined Contribution Plans, SEPs

Lesser of $57,000 or 25% of
participant's compensation

Lesser of $58,000 or 25% of
participant's compensation

SIMPLE 401(k) plans and SIMPLE IRA plans1

Lesser of $13,500 or 100% of
participant's compensation ($16,500
if age 50 or older)

Lesser of $13,500 or 100% of
participant's compensation ($16,500
if age 50 or older)

1 Must aggregate employee deferrals to all 401(k), 403(b) and SIMPLE plans of all employers; 457(b) contributions are not aggregated.
2 Special catch-up limits may also apply to 403(b) and 457(b) plan participants.

The chart below compares the 2020 and 2021 IRA contribution limits.

IRA contribution limits

Traditional and Roth IRAs

Lesser of $6,000 or 100% of earned
income ($7,000 if age 50 or older)

Lesser of $6,000 or 100% of earned
income ($7,000 if age 50 or older)

Income phaseout range for determining deductibility of
traditional IRA contributions for taxpayers:
1. Covered by an employer-sponsored plan and filing as:

Single/Head of household

$65,000 - $75,000

$66,000 - $76,000

Married filing jointly

$104,000 - $124,000

$105,000 - $125,000

Married filing separately

$0 - $10,000

$0 - $10,000

2. Not covered by an employer-sponsored retirement plan,
but filing joint return with a spouse who is covered by a plan

$196,000 - $206,000

$198,000 - $208,000

Income phaseout range for determining ability to fund a Roth

IRA for taxpayers filing as:
Single/Head of household

$124,000 - $139,000

$125,000 - $140,000

Married filing jointly

$196,000 to $206,000

$198,000 to $208,000

Source: Internal Revenue Service

Spousal IRA Planning

A contribution to a Traditional or Roth IRA is allowed only if the taxpayer has earned income. An exception
exists for non-working spouses as long as the couple has at least $12,000 of combined earned income.
This allows the working spouse to contribute $6,000 to their own IRA and $6,000 to their spouse’s IRA.
Deductible contributions for 2020 are allowed until the return due date (April 2021 plus extensions).
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Disclaimer

This material is furnished for informational purposes only and does not constitute investment, legal or tax advice and
should not be used as a substitute for the advice of a professional legal or tax advisor. This material does not constitute
an offer to sell, or a solicitation of an offer to buy, any interest in any investment vehicle, and should not be relied on
as such.

Colony Family Offices does not accept any responsibility or liability arising from the use of this material. No
representation or warranty, express or implied, is being given or made that the information presented herein is
accurate, current or complete, and such information is at all times subject to change without notice. This material may
not be copied, reproduced or distributed without prior written consent of Colony Family Offices. Information was
obtained from third party sources which we believe to be reliable but are not guaranteed as to their accuracy or
completeness.

This information is limited in scope and is not intended to provide an exhaustive analysis. Colony Family Offices and
its directors, officers, agents and employees are not permitted to render tax or legal advice. Please consult with your
tax and legal advisors prior to entering into or implementing any financial transactions. Specific tax strategies may or
may not have been applied to your portfolio and/or accounts. Please reach out to Colony Family Offices for more
information regarding strategies implemented during 2020 specific to your situation.

Unless otherwise specifically indicated, any tax advice contained in this presentation (including attachments) has not
been prepared to be used, and cannot be used, by any person for the purpose of avoiding any penalties that may be
imposed by the Internal Revenue Service.

Colony Family Offices is a registered investment advisor. Registration does not imply a certain level of skill or training.
More information about the firm, including its investment strategies and objectives, can be found in our ADV Part 2,
which is available, without charge, upon request. Our Form ADV contains information regarding our Firm’s business
practices and the backgrounds of our key personnel.

Colony Trust Company is an independent, publicly chartered state trust company regulated by the North Carolina
Commissioner of Banks, and is an affiliate of Colony Family Offices.

Colony reserves the right to modify its current investment strategies and techniques based on changing market

dynamics or client needs. There is no assurance that any securities, sectors or industries discussed herein will be
included in or excluded from an account's portfolio. CFO-21-14
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