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Hi Everyone,
Slightly warmer days and a little more sunshine means Spring is not far off. Let's hope as we turn the corner toward summer
that we have also turned the corner on COVID. 2020 was a year that we will probably all remember for various reasons, but
let's hope we never repeat it. I look forward to in-person meetings again instead of the glitchy Zoom meetings!
Please do not hesitate to reach out if there is anything at all I can help you with. Thank you.
Steve

More People Delay Claiming Social Security
The average age for claiming Social Security retirement benefits has been steadily rising. Older Americans are
working longer, in part because full retirement age is increasing incrementally from 66 to 67. A worker may begin
receiving Social Security retirement benefits as early as age 62, but monthly benefits will be permanently
reduced by as much as 30% if claimed before full retirement age — a strong incentive to wait.

Source: Social Security Administration, 2020
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Due Date Approaches for 2020 Federal Income Tax Returns
Tax filing season is here again. If you haven't done so
already, you'll want to start pulling things together —
that includes getting your hands on a copy of your
2019 tax return and gathering W-2s, 1099s, and
deduction records. You'll need these records whether
you're preparing your own return or paying someone
else to prepare your tax return for you.
Don't procrastinate. The filing deadline for individuals
is generally Thursday, April 15, 2021.

Filing for an Extension
If you don't think you're going to be able to file your
federal income tax return by the due date, you can file
for and obtain an extension using IRS Form 4868,
Application for Automatic Extension of Time to File
U.S. Individual Income Tax Return. Filing this
extension gives you an additional six months (to
October 15, 2021) to file your federal income tax
return. You can also file for an extension electronically
— instructions on how to do so can be found in the
Form 4868 instructions.

Due Dates for 2020 Tax Returns

Filing for an automatic extension does not provide any
additional time to pay your tax. When you file for an
extension, you have to estimate the amount of tax you
will owe and pay this amount by the April filing due
date. If you don't pay the amount you've estimated,
you may owe interest and penalties. In fact, if the IRS
believes that your estimate was not reasonable, it may
void your extension.
Note: Special rules apply if you're living outside the
country or serving in the military and on duty outside
the United States. In these circumstances, you are
generally allowed an automatic two-month extension
(to June 15, 2021) without filing Form 4868, though
interest will be owed on any taxes due that are paid
after the April filing due date. If you served in a combat
zone or qualified hazardous duty area, you may be
eligible for a longer extension of time to file.

What If You Owe?
One of the biggest mistakes you can make is not filing
your return because you owe money. If your return
shows a balance due, file and pay the amount due in
full by the due date if possible.
If there's no way that you can pay what you owe, file
the return and pay as much as you can afford. You'll
owe interest and possibly penalties on the unpaid tax,
but you'll limit the penalties assessed by filing your
return on time, and you may be able to work with the
IRS to pay the remaining balance (options can include
paying the unpaid balance in installments).

Expecting a Refund?
The IRS has stepped up efforts to combat identity theft
and tax refund fraud. More aggressive filters that are
intended to curtail fraudulent refunds may
inadvertently delay some legitimate refund requests. In
fact, the IRS is required to hold refunds on all tax
returns claiming the earned income tax credit or the
additional child tax credit until at least February 15.
Most filers, though, can expect a refund check to be
issued within 21 days of the IRS receiving a tax return.
However, note that in 2020 the IRS experienced
delays in processing 2019 paper tax returns due to
limited staffing during the coronavirus pandemic.
So if you are expecting a refund on your 2020 tax
return, consider filing as soon as possible and filing
electronically.
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Should You Convert Your Term Life to Permanent Life Insurance?
Term life insurance provides life insurance coverage
for a specific time period (the term). The face amount
of the policy is paid if you die during the term of the
policy. When you live longer than the term of
coverage, nothing is paid, as there is no cash
surrender value. Permanent life insurance provides
protection for your entire life, regardless of your age or
health, as long as you pay the premium to keep the
policy in force.
Usually, term life insurance costs less than permanent
life insurance for the same amount of death benefit.
Term policies often offer the opportunity to convert to
permanent insurance. Here are some reasons why
you might consider converting your term life insurance
to permanent life insurance.

Your Health Has Changed
Since term life insurance is temporary coverage that
will end after a number of years, your circumstances
may have changed, warranting life insurance coverage
for the rest of your life. Converting term life insurance
to permanent life insurance does not require additional
underwriting. This allows you to extend your life
insurance coverage for the rest of your life without
going through a medical exam. This fact is particularly
important if your health has changed since the time
you purchased the term policy.

Your Financial Circumstances Have
Changed
You may have purchased term life insurance because
it fit better into your budget. Now you may be able to
afford the higher premium cost of a permanent life
insurance policy that better fits your insurance needs.

You May Want Cash Value
Most permanent life insurance provides for the
accumulation of cash value. Part of the premium goes
toward the cost of the death benefit and related policy
costs; another part goes toward building cash value.
The interest and earnings grow tax deferred until you
withdraw the funds and may be part of the
income-tax-free death benefit when you die. With most
cash-value life insurance, you can borrow against or
take withdrawals from your cash-value account,
although policy loans and withdrawals can reduce the
death benefit.

You Want Funds to Pay for Final Expenses
Final expenses of a last illness and memorial and
funeral costs could take quite a bite out of your assets,
or worse, the assets of the loved ones you leave
behind. You may want to convert some or all of your
term life insurance to permanent insurance that can be
used to pay for final expenses.

Questions to Ask
If you're thinking about converting your term life insurance to
permanent, here are some questions to ask your insurer:

You Want to Leave a Legacy
The tax-free death benefit of a life insurance policy
may be a cost-effective way to leave an inheritance to
your loved ones. Permanent life insurance can be
available no matter when you die, as long as you've
kept up with the premium payments.

You May Owe Estate Taxes
Federal estate taxes are owed on estate assets that
exceed the federal estate tax exclusion ($11.7 million
in 2021). In addition, several states have their own
separate estate taxes and exemptions. Those you
leave behind can use the death benefit of your life
insurance to pay some or all of any applicable estate
taxes after your death.
The cost and availability of life insurance depend on
factors such as age, health, and the type and amount
of insurance purchased. As with most financial
decisions, there are expenses associated with the
purchase of life insurance. Policies commonly have
mortality and expense charges. In addition, if a policy
is surrendered prematurely, there may be surrender
charges and income tax implications. Withdrawals of
the accumulated cash value, up to the amount of the
premiums paid, are not subject to income tax. Loans
are also free of income tax as long as they are repaid.
Loans and withdrawals from a permanent life
insurance policy will reduce the policy's cash value
and death benefit, and could increase the chance that
the policy will lapse, and might result in a tax liability if
the policy terminates before the death of the insured.
Additional out-of-pocket payments may be needed if
actual dividends or investment returns decrease, if you
withdraw policy cash values, or if current charges
increase. Any guarantees are contingent on the
financial strength and claims-paying ability of the
issuing insurance company.
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Tax Filing Information for Coronavirus Distributions
In March 2020, Congress passed the Coronavirus Aid,
Relief, and Economic Security (CARES) Act. The
legislation included a provision that allowed qualified
retirement plan participants and IRA account holders
to take penalty-free early distributions totaling no more
than $100,000 between January 1 and December 31,
2020. If you took advantage of this measure, here's
what you need to know for tax filing.

What Is a Coronavirus Distribution?
In order for a distribution to be qualified under the
CARES Act, it must have been made to a qualifying
individual before December 31, 2020. You qualify if
you, your spouse, or dependents were diagnosed with
the virus, or if you, your spouse, or someone who
shares your principal residence experienced a
pandemic-related financial setback as a result of:
•
•
•
•
•

A quarantine, furlough, layoff, or reduced work hours
An inability to work due to lack of child care
Owning a business forced to close or reduce hours
Reduced pay or self-employment income
A rescinded job offer or delayed start date for a job

The Three-Year Rules
A key provision in the Act allows the distribution(s) to
be spread "ratably" over three years for purposes of
calculating tax payments. In other words, the total can
be reported in equal amounts on your 2020, 2021, and
2022 tax returns. For example, if you received a

$15,000 distribution, you could report $5,000 in
income for each of the three years. However, if you
prefer, you can generally report the entire distribution
in your 2020 tax filing.
Another provision allows you to repay all or a part of
your coronavirus distribution to an eligible retirement
plan within three years from the day after the date the
distribution was received. Repayments will be treated
as if you enacted a trustee-to-trustee transfer, and no
federal income taxes will be owed. (A repayment to an
IRA is not considered a rollover for purposes of the
one-rollover-per-year rule.)
If you pay your income taxes prior to repaying the
distribution, your repayment will reduce the amount of
the distribution income you report in a subsequent
year. Or instead, you may file an amended return,
depending on your specific situation.
Consider speaking with a tax professional before
making any final decisions.

How to Report Distribution Income
If you received a coronavirus distribution(s) in 2020,
you should use Form 8915-E, Qualified Disaster
Retirement Plan Distributions and Repayments, to
report the income as part of your 2020 federal income
tax filing. You can also use this form to report any
recontributed amounts.
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