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Tips to Lessen 2020 Tax Liability After
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Amid all the changes to society caused by e�orts to slow the spread of Coronavirus,
there are a few tips you can share with your clients to save them money on taxes for
the 2020 �ling year (next year). Our advice to our clients is to keep records ...
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Amid all the changes to society caused by efforts to slow the spread of Coronavirus,
there are a few tips you can share with your clients to save them money on taxes for
the 2020 �ling year (next year). Our advice to our clients is to keep records — in the
simplest format for them, like a one-line reminder in a notebook, an email �agged
important, a personal calendar event record, et cetera.

Understandably, they will have a million things to worry about during this crisis,
but the objective here is to lessen their tax liability for next year. Unless the IRS
makes changes to the tax code for next year, they should be able to lower their tax bill
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by taking medical deductions, claiming any capital losses and accounting for any
signi�cant time spent working from home.

Capital Losses 

While there is uncertainty about market performance throughout the remainder of
the year, it is a good idea for your clients to keep records of their trades and holdings
in stocks, cryptocurrencies, commodities and other assets. These capital losses (or
gains) when realized at the time of a trade or sale, will need to be reported for 2020
taxes. 

Fortunately, capital losses do lessen tax liability, off-setting their 2020 tax bill next
year. The risk is that if they lose access to transaction records, you will have a hard
time helping them piece together their trade history and report their aggregate
capital losses accurately. My �rm specializes in cryptocurrencies, so we advise our
clients to save their trade data regularly in case of an exchange closure from which
they cannot recover their data. While it is possible to try to piece together their
transactions (from email con�rmations, screen shots, etc.), it is easier to have the
complete records in a useful format.

Additionally, we advise clients to look at their portfolio again in December 2020
before the close of the 2020 tax year. If the value of their assets signi�cantly declined
and did not recover by year-end 2020, they may want to evaluate if they want to
realize these losses for tax purposes. Each individual client’s situation is unique, but
our approach has been to help clients harvest their losses with the assistance of our
software that aggregates gains and losses.

Medical Deductions

Naturally, all clients should keep records of any expenses related to medical care,
even when there is no global pandemic. It may be easiest for them to use credit card
statements to track their expenses, and a simple folder that they can throw medical
receipts and billing statements in will help keep their records in one place. Of course
we hope none of your clients fall ill, but having a designated spot to keep any papers
beforehand will help them save money later on. 

Some clients forget that their health insurance premiums through the Healthcare
marketplace, COBRA or other individual insurance are included in their medical
deduction, so it can be helpful to remind them to have this amount on hand.
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Similarly, it’s useful for them to keep their doctors’ addresses, so they can look up
mileage traveled next year.

Working From Home Of�ces

Another important point to bring up with your clients is that working from home
can lower their tax bill for next year under certain (rather strict) conditions. Many of
our clients are cryptocurrency day traders, so we have some experience providing
check lists on working from home. A good catch-all list for the current situation is
below:

1. Have clients keep track of days worked from home. Amid all the confusion, it’s hard
for most people to remember exactly when their company decided to have
employees work from home. It’s useful to keep track in a calendar or the typical
“WFH” email to the team if some are still at the of�ce. For tax purposes, it doesn’t
need to be perfectly organized because all they are documenting is the number of
days worked from home out of the year.

2. Remind them that a home of�ce needs to be a separate area from the rest of their
residence, and they can only use it for work. 

3. Have them keep records of any work-related expenses. If they are working from
home for an extended period of time, you can discuss with them the implications
of deducting a portion of their mortgage interest, property taxes, homeowners
insurance and utilities. 

4. In the cryptocurrency space, many of our clients travel for conferences or work at
different of�ces around the world throughout the year, so we always start a
conversation with them about their place of residence and place of work. In the
current situation, you may want to ask your clients if they recently moved and if
they live and work in the same states that you can advise them on their state
income taxes and W2 forms. For prolonged work from home situations, their W2
may need to re�ect their state of residence, instead of the state of their company’s
of�ce.

Considerations for 2019 Taxes

The U.S. Federal government and State governments are continuously updating their
approach to handling the Coronavirus crisis, so it is important to listen to
government announcements. For reference, the IRS is providing updates on their
of�cial IRS Coronavirus page.
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Wharton School.

Barrett Strickland (Barrett@tokentax.co): Head of Analytics and Research at
TokenTax, Barrett built her career as a lead analyst modeling structured �nance deals
and portfolios at Moody’s and in investment banking. As an MIT-trained economist,
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Digital Currency

CPA Practice Advisor is registered with the National Association of State Boards of Accountancy
(NASBA) as a sponsor of continuing professional education on the National Registry of CPE
Sponsors.

© 2024 Firmworks, LLC. All rights reserved

Hello. It looks like you’re using an ad blocker that may prevent our website from
working properly. To receive the best experience possible, please make sure any blockers
are switched off and refresh the page.

If you have any questions or need help you can email us

mailto:Zac@tokentax.co
https://tokentax.co/
mailto:Barrett@tokentax.co
https://tokentax.co/
https://www.cpapracticeadvisor.com/section/digital-currency/
mailto:info@cpapracticeadvisor.com

