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CERTIFIED PUBLIC ACCOUNTANTS 

“You see the numbers, we look for the opportunities.” 

Dedicated to helping our clients keep the money that belongs to them through a focus on tax. 

How Much Will the Next Disaster Recovery Cost You? 
When a natural disaster, or other emergency, strikes, you may have a week to prepare or moments 
to react. In those critical moments your thoughts will rightly be on your family’s safety. Once the 

threat has passed, having some critical information at your disposal may aid in the recovery pro-
cess. 
 

Plan today so that you will be able to make smart decisions managing your resources and spending 
your money in an emergency. 
 

Disasters and emergencies, by their very nature, bring on unexpected expenses for you and your 
family. You’ll need an idea of the costs you might face from a disaster to ensure that you have 

enough funds to cover at least three months of expenses. Saving money today is the best way to 
avoid relying on debt to help you rebuild your life after an emergency.  
 

The nonprofit organization Operation HOPE, Inc. in partnership with the Federal Emergency Man-

agement Agency (FEMA), has created the Emergency Financial First Aid Kit (EFFAK) to help indi-
viduals and families collect and organize critical financial, medical, and household contact infor-

mation. 
 

The EFFAK contains four simple steps to financial preparedness. 
 

1. Assess and compile important financial documents and contacts. 

• Consider enrolling in direct deposit for all government and payroll checks. 

• Download statements for any bills you automatically pay, such as rent, mortgage, 

utilities, loan payments, etc. 

• Download any banking or bill pay app to your smart phone or device. 

• Take photographs or videos of the rooms in your house and any valuable belongings. 

• Keep some cash in a safe location in case ATMs are not functioning or banks are 

closed. 

2. Review your insurance policies and financial paperwork to be sure they are still accurate and 
current. 

• Ensure that your homeowner’s (or renter’s) and auto insurance coverage is enough to 

support you in an emergency. 

• Make sure your will, living will, life insurance, and health insurance information are 

current. 
3. Store paper and electronic copies of all files in safe locations. 

• Consider storing paper copies of important documents at home in a fireproof and 

waterproof safe, in a bank safe deposit box, or with a trusted friend or relative. 

• For electronic copies of important documents, store them in a password protected 

format on a removable flash drive in your fireproof and waterproof safe or use a se-

cure offsite storage service. 
4. Revisit and update your EFFAK regularly. Updates are especially important when significant 

changes in your life occur. 

• Suggested times to review your EFFAK are during tax preparation time, around your 

birthday, and at the start of the new year. 

• You will need to change your EFFAK when you change your insurance provider, move, 

open or close a bank account, get married or divorced, have a child, etc. 
 

Planning for a natural disaster may be overwhelming, and that creates a natural tendency for some 
to just hope it never happens to them. Unfortunately, the COVID-19 pandemic provided a dramatic 

reminder about the impact of unexpected events. Often, the most difficult part of an important pro-
ject is the first step – just getting started.  

https://www.ready.gov/sites/default/files/2020-03/ready_emergency-financial-first-aid-toolkit.pdf
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Retirement Plan Options for the Self-employed 

Self-employed individuals can adopt a qualified retirement 
plan (sometimes referred to as a Keogh plan), a simplified 
employee pension (SEP) plan, an individual retirement ac-
count (IRA), or a savings incentive match plan for employees 
(SIMPLE IRA plan). These plans offer self-employed individu-
als the same opportunity to accumulate retirement savings in 
tax-deferred accounts as individuals covered by corporate 
retirement plans.  
 
Caution: Businesses under common control must be aggre-
gated in applying Section 415 contribution limits.  

One-person 401(k) Plans 

One-person 401(k) plans are becoming increasingly popular 
for a business that employs only the owner. Given the right 
circumstances, these plans can allow a large amount to be 
contributed on behalf of the owner while maintaining flexi-
bility in making contributions in future years. The cost of 
preparing the annual return (Form 5500-EZ or Form 5500-SF 
required after plan assets exceed $250,000) is nominal in 
comparison to the additional funding a one-person 401(k) 
plan allows. Also, because the plan has no employees other 
than the owner, it is not subject to the complicated nondis-
crimination tests normally applicable to 401(k) plans. 
 
For 2020, a business owner can make an elective deferral 
contribution of up to $19,500 ($25,000 if he is age 50 or old-
er) plus an employer contribution of up to 20% of SE income 
or 25% of compensation. In calculating the allowable employ-
er contribution, the owner's SE income or compensation is 
not reduced by the owner's elective deferral. 
 
Note: Catch-up contributions can be made by individuals age 
50 and over if the plan allows. Catch-up contributions are 
not subject to any other contribution limits. For 2020, the 
catch-up limit is $6,500 for qualified plans and $3,000 for 
SIMPLE plans. 
 

SEPs Offer Simplicity but Less Flexibility 

In a SEP plan, the employer makes annual contributions on 
the employee's behalf to an IRA established for the employee 
(referred to as SEP IRAs). A SEP is generally easy to adopt, 
and the rules governing participation are straightforward. An 
advantage of establishing a SEP (rather than a self-employed 
qualified retirement plan) is that reporting, recordkeeping, 
and funding requirements are minimal. A taxpayer who is 
self-employed and files a Schedule C or F also has the ability 
to adopt a SEP plan after year-end, and to make contributions 
up to the due date of their personal tax return. 
 
An employer is not required to make SEP contributions every 
year or to maintain a particular contribution level. However, 
contributions may not discriminate in favor of highly com-
pensated employees. This means contributions for all eligible 
employees must generally bear a uniform relationship to 
compensation to be includable. 
 
Despite a SEP's simplicity and ease of adoption, SEP plans do 
have a disadvantage: all eligible employees must be covered.  

 
Contribution Limit 
 
For 2020, the contribution limit for a SEP is the lesser of (a) 
25% of up to $285,000 of compensation or (b) $57,000. For 
self-employed individuals, the contribution limit is based on 
net self-employment (SE) income earned in the business that 
established the SEP. Net SE income is calculated after the SEP 
contribution deduction and the SE tax deduction. This first 
reduction results in a simultaneous equation that effectively 
reduces the self-employed participant's maximum contribu-
tion percentage (based on pre-contribution earned income).  

SIMPLE IRA Plans 

SIMPLE IRA plans are available to employers with 100 or few-
er employees receiving at least $5,000 of compensation in 
the prior calendar year. Self-employed individuals are also 
eligible to participate in a SIMPLE IRA plan. The employer 
may not currently maintain any other qualified retirement 
plans while making contributions to a SIMPLE IRA plan. 
 
Contribution Limits 
 
SIMPLE IRA plans allow employee elective contributions and 
require employer matching contributions or nonelective con-
tributions. For 2020, employee elective contributions are lim-
ited to $13,500. 
 
SIMPLE IRA plans can also allow catch-up contributions for 
taxpayers age 50 or older by the end of the applicable year. 
The catch-up contribution for 2020 is an additional $3,000. 
 

Choosing between a SIMPLE IRA, SEP, and One-person 401
(k) 

Deciding whether to recommend a SEP, SIMPLE IRA, or one-
person 401(k) is often a difficult decision, influenced by sub-
jective assumptions about future profitability, compensation 
levels, and similar unknowns. Other factors include afforda-
bility, type of eligible contributors (employer, employee, or 
both), number of eligible contributors, turnover and vesting, 
contribution limits, administrative requirements, operational 
aspects, withdrawal limits and timings, and third-party ad-
ministrator requirements. However, it is possible to make 
some generalizations. For example, a SIMPLE IRA plan can be 
an excellent choice for business owners who have few or no 
employees and relatively low net income or compensation. 
But, since employer contributions are required each year un-
der a SIMPLE IRA plan (assuming employees elect to make 
deferrals), problems can arise if the business has no profits. 
For employers that are not consistently profitable, this is a 
major disadvantage over a SEP where employer contributions 
are discretionary and need not be determined until the ex-
tended due date of the employer's return for the year to 
which the contribution relates. One-person 401(k) plans, on 
the other hand, may be advantageous when the business 
owner is age 50 or older, the sole proprietorship's income is 
high (or his compensation is high, if the business is incorpo-
rated), and the only employee is the business owner (or if 
there are other employees, they are family members).  
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PPP Behind the Scenes: Why Relationships Matter 

Businesses without a lending relationship with a bank were less likely to obtain early Paycheck Protection Program (PPP) loans. 

 

New York Federal Reserve Bank economists Desi Volker, Ph.D., and Haoyang Liu, Ph.D., wrote in the Liberty Street Economics blog, 

that they found a correlation between the number of small businesses receiving PP funds through April 16 and those that had bank fi-

nancing before the coronavirus pandemic. The Liberty Street blog is written by New York Fed economists but does not represent the 

views of the New York Fed. 

 

Congress established the PPP to provide relief to small businesses as part of the Coronavirus Aid, Relief, and Economic Security 

(CARES) Act. The Act made $349 billion in forgivable loans available to small businesses including not-for-profits, veteran’s organiza-

tions, Tribal concerns, self-employed individuals, sole proprietorships, and independent contractors.  

 

The first round of PPP funding was exhausted in less than two weeks. Congress then approved another $410 billion for PPP use. 

 

According to Volker and Liu, the data showed that a greater number of small businesses in states that had a higher percentage of those 

businesses using bank financing in 2019. “Banks are quicker to accept loan applications from existing customers, sine they already have 

much of the relevant information and screening is faster.”  

 

For example, in Minnesota, one of six states in the continental United States with more than 50% of small businesses having bank financ-

ing in 2019, more than 32% of small businesses received early loan approval. By contrast, in Arizona, one of five states with the lowest 

percentage of 2019 bank-financed small businesses, less than 20% of businesses received early PPP loans. 

 

Building strong ties with lenders is sort of like professional networking – if you wait to do it until you suddenly need to do it, in can be too 

late. Having an established relationship with a lender is a hallmark of good business.  

What’s New That Affects You? 
 
Important to check 
 
Long-term capital gain (LTCG) rates: 

 
Single up to $39,375; Married filing jointly up to 
$77,200; Head of Household up to $51,700 

 
Single $39,375 - $434,550; Married filing jointly 
$78,751 - $488,850; Head of Household $52,751 - 
$461,700 
 
Single $434,550+; Married filing jointly $488,850+; 
Head of Household $461,700+ 

 
Estate and gift tax: 
 

• Gift tax exclusion: $15,000 

• Estate tax lifetime exemption: $11.4 million 

Looking for Someone You Can Rely On? 

We really believe in the process of referrals, so part of the  
service we provide is to be sure to refer our clients and  

associates to other qualified businesspeople in the community. 
 

Below, you’ll find a list of areas in which we know very  
credible, ethical, and outstanding professionals. If you’re  

looking for a professional in a specific area we’ve listed, please 
feel free to contact us. We will be glad to put you in touch 

with the people we know who provide these services. 

 Mosquito Control 
 Banker 
 Medicare Supplements 
 Financial Advisor 
 Your Next Chapter Coach 
 Payroll Processor 
 Realtor 
 Auto /Home /Life Insurance 
 Veterinarian 
 Printer 
 Mortgage Broker 
 Identity Theft Protection and Restoration 
 Bathroom Remodeling 
 Home Repair 
 Executive Coach 
 Attorney 
 Custom Monogramming 
 Chiropractor 

15% 

20% 

0% 

This month’s special Member-Only call-
in times for Lindsey’s Insider’s Circle 

will be 7/27/20 from 2:00 to 4:00 pm.  
 

To schedule your appointment,  
contact Kristen at (251) 633-4070.  

 
Not a member yet?  

Find out how to become one TODAY! 



What I’m Reading… 
 

NOW 
Global Strike by Andrew Watts 

The Crimson Cowboy by Sherman Williams 
 

RECENTLY 
The Black Echo by Michael Connelly 

The Go-Giver Leader by Bob Burg and John David Mann 

1050 Hillcrest Road, Suite A 

Mobile, AL 36695 

(251) 633-4070—phone 

(251) 633-4071—fax 

www.CPAMobileAL.com 

If and only to the extent that this publica-
tion contains contributions from tax 

professionals who are subject to the rules 
of professional conduct set forth in Circu-

lar 230, as promulgated by the United 
States Department of the Treasury, the 
publisher, on behalf, of those contribu-
tors, hereby states that any U.S. federal 
tax advice that is contained in such con-
tributions was not intended or written to 
be used by any taxpayer for the purpose 

of avoiding penalties that may be im-
posed on the taxpayer by the Internal 

Revenue Service, and it cannot be used 
by any taxpayer for such purposes. 

To be removed from our mailing list, call/email us: 
(251) 633-4070 or info@CPAMobileAL.com. 
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***REMINDER*** 
The tax filing deadline 
is quickly approaching. 
Your tax returns need 
to be filed by July 15, 
2020, or an extension 

must be prepared.  
Don’t delay!! 


