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A NEWSLETTER TO INFORM OUR CLIENTS ON THE CURRENT
ISSUES AFFECTING THE TAX AND ACCOUNTING WORLD
MAY 17TH IS COMING!!! STOP PUTTING IT OFF!
Individual taxpayers can also postpone federal income
tax payments for the 2020 tax year due on May 15,
2021, to May 17, 2021, without penalties and interest,
regardless of the amount owed. This postponement
applies to individual taxpayers, including individuals
who pay self-employment tax. Penalties, interest and
additions to tax will begin to accrue on any remaining
unpaid balances as of May 17, 2021. Individual
taxpayers will automatically avoid interest and penalties
on the taxes paid by May 17.

1040 TAX DEADLINE NOW MAY 17TH!

IThe Treasury Department and Internal Revenue Service
announced that the federal income tax filing due date
for individuals for the 2020 tax year will be automatically
extended from May 15, 2021, to May 17, 2021. The IRS
will be providing formal guidance in the coming days.
“This continues to be a tough time for many people,
and the IRS wants to continue to do everything
possible to help taxpayers navigate the unusual
circumstances related to the pandemic, while
also working on important tax administration
responsibilities,” said IRS Commissioner Chuck
Rettig. “Even with the new deadline, we urge
taxpayers to consider filing as soon as possible,
especially those who are owed refunds. Filing
electronically with direct deposit is the quickest way
to get refunds, and it can help some taxpayers more
quickly receive any remaining stimulus payments they
may be entitled to.” - IRS Website

COLORADO STATE TAX DEADLINE ALSO EXTENDED
The individual income tax payment and filing deadline
has been extended by 32 days to May 17, 2021,
without penalties and interest, regardless of the amount
owed. This extension will be similar to the Internal
Revenue Service (IRS) extension.
Individuals will have the option to pay any 2020 income
tax payments that would normally be due on May 15,
2021, by May 17, 2021, without penalty or interest. This
extension applies to money owed by individual taxpayers
only for the 2020 income tax year.
Individual taxpayers do not need to file any forms or call
the Colorado Department of Revenue to qualify for this
automatic state tax payment relief. Individual taxpayers
who need additional time to file beyond the May 17
deadline are automatically granted a filing extension until
Oct. 15, but that does not grant an extension of time
to pay taxes due. Individual taxpayers should pay their
state income tax due by May 17, 2021, to avoid interest
and penalties.
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DEPRECIATION

What Is Depreciation?

•

Depreciation is an accounting method of allocating the cost of a tangible or physical asset over its useful life
or life expectancy. Depreciation represents how much of an asset’s value has been used up. Depreciating
assets helps companies earn revenue from an asset while expensing a portion of its cost each year the asset
is in use. If not taken into account, it can greatly affect profits.

•

Businesses can depreciate long-term assets for both tax and accounting purposes. For example,
companies can take a tax deduction for the cost of the asset, meaning it reduces taxable income. However,
the Internal Revenue Service (IRS) states that when depreciating assets, companies must spread the cost
out over time. The IRS also has rules for when companies can take a deduction.

Tax Extensions
•
•
•

Per the matching principle of accounting,
depreciation ties the cost of using a tangible asset
with the benefit gained over its useful life.
There are many types of depreciation, including
straight-line and various forms of accelerated
depreciation.
Accumulated depreciation refers to the sum of

•
•

all depreciation recorded on an asset to a specific
date.
The carrying value of an asset on the balance
sheet is its historical cost minus all accumulated
depreciation.
The carrying value of an asset after all
depreciation has been taken is referred to as its
salvage value.

Each company might set its own threshold amounts for when to begin depreciating a fixed asset–or
property, plant, and equipment. For example, a small company may set a $500 threshold, over which it
depreciates an asset. On the other hand, a larger company may set a $10,000 threshold, under which all
purchases are expensed immediately.
The entire cash outlay might be paid initially when an asset is purchased, but the expense is recorded
incrementally for financial reporting purposes because assets provide a benefit to the company over a
lengthy period of time. Therefore, depreciation is considered a non-cash charge since it doesn’t represent
an actual cash outflow. However, the depreciation charges still reduce a company’s earnings, which is
helpful for tax purposes.
The matching principle under generally accepted accounting principles (GAAP) is an accrual accounting
concept that dictates that expenses must be matched to the same period in which the related revenue
is generated. Depreciation helps to tie the cost of an asset with the benefit of its use over time. In other
words, each year, the asset is put to use and generates revenue, the incremental expense associated with
using up the asset is also recorded.
The total amount that’s depreciated each year, represented as a percentage, is called the depreciation
rate. For example, if a company had $100,000 in total depreciation over the asset’s expected life, and the
annual depreciation was $15,000; the rate would 15% per year.
Courtesy of Investopedia
Want to know More?
Call Us WITH QUESTIONS!
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What is a self-directed IRA?

A self-directed IRA is a type of traditional or Roth IRA, which means it allows you to save for retirement on
a tax-advantaged basis and has the same IRA contribution limits. The difference between self-directed and
other IRAs is solely the types of assets you own in the account.

Understanding a self-directed IRA (SDIRA)

Regular IRAs typically house only stocks, bonds, mutual funds and other relatively common investments.
Self-directed IRAs offer many more possibilities. For example, you could invest in real estate or a privately
held company. If you can find a custodian to agree to the deal, you’re good to go. (With any IRA, you need a
custodian or trustee to hold the account for you.)

How to open a self-directed IRA
•
•

•
•
•

Brokerage firms act as custodians for many types of IRAs, but most household-name brokers don’t offer
self-directed IRAs.
Custodians of self-directed IRAs are often companies that specialize in them, including some banks and
trust companies. They can differ from each other in the types of investments they’ll agree to handle,
so you’ll have to shop around. (If that sounds like too much of a hassle, here are our picks for the best
regular IRA brokers.)
Given the complexity of self-directed IRAs — more on this below — you might want a financial advisor
with experience managing investment deals for self-directed IRAs to help you with due diligence on the
investments. A custodian generally won’t offer this.
Also, keep in mind that the IRS still forbids some types of investments in self-directed IRAs, including
collectibles and life insurance.
Once you find a custodian, you’ll open an account and contribute money to it, just as you would with
any other IRA.

Advantages of a self-directed IRA

The two main reasons investors take on the risks of self-directed IRAs are to seek higher returns and greater
diversification.
“If you understand investments, particularly in certain segments, you can take advantage of higher yields
and maybe less volatility,” says John O. McManus, who has invested in real estate and other assets through
a self-directed IRA for about 15 years. McManus founded the estate-planning firm McManus & Associates in
New York and New Providence, New Jersey.
His self-directed IRA also lets McManus invest in companies that aren’t publicly traded, which “a mutual
fund will not allow you to do,” he says. But, he warns, “This is not a game for the unsophisticated.”
“You’re using $5,000 to make $20,000 to $40,000,” Chisholm says. “You may not be able to do that at
scale but certainly some people have done things like that. There are ways to make quite sizable returns if
you’re creative and knowledgeable enough to use self-directed IRAs in the right way. That’s not to say that
everybody should do this.”

PROHIBITED TRANSACTIONS

The IRA tax benefit evaporates if you don’t follow the rules, and you might end up owing penalties and
interest, too. It’s up to you to understand the investments you make in a self-directed IRA. The custodian
and administrators are not allowed to provide financial advice. There are other pitfalls as well: Lack of
Liquidity, Lack of Transparency, Fees, Fraud, Concentrated Portfolios... Learn more at
https://www.nerdwallet.com/article/investing/self-directed-ira
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EVENTS ARE HAPPENING!!!

As more folks are
getting vaccinated,
the social calendar is
starting to open up
again! From Colorado Rockies games
to concerts at Red Rocks, plenty
of outdoors events, etc are BACK!
Visit www.Denver.org for a full list of
Denver/Colorado activities!
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