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About the Author

Vincent J. O’Brien, CPA is a renowned lecturer and author, and has instructed tax professionals in New 
York and the Northeast for decades.  As a practicing CPA, he provides the rare combination of expertise, 
practical experience, and the ability to teach.

Mr. O’Brien is the principal lecturer and president of M + O = CPE, Inc. co-founded by Mr. O'Brien and 
Eugene T. Maccarrone, CPA, Esq., in 1995.  The company is a registered CPE sponsor in New York, 
New Jersey and Pennsylvania, as well as an IRS-approved continuing education sponsor.  

Since its inception in 1995, Mr. O’Brien has authored annual CPE textbooks for M + O = CPE, Inc.  He 
is also a regular contributor to CCH/Wolters Kluwer Federal Tax Weekly, and other CCH/Wolters 
Kluwer books and publications, which address new tax laws and planning issues and are used by tens of 
thousands of professionals nationwide.  

He has additionally taught advanced accounting at Hofstra University, CPE for the former Chaykin CPE 
program, and review courses for candidates preparing to take the Uniform CPA Examination.

Mr. O’Brien founded his accounting firm, Vincent J. O’Brien, CPA, P.C., in 1993, and as its president, 
provides accounting, tax and consulting services to businesses and individuals across the country and 
serves as a technical consultant for numerous CPA firms.  Prior to founding his own firm, he was a 
Senior Accountant at KPMG.

Mr. O'Brien graduated as Valedictorian of Hofstra University, and was awarded the prestigious Elijah 
Watt Sells Award for scoring one of the highest grades in the nation on the CPA Exam.

Mr. O'Brien is available for consultations; for fees and scheduling, call 516-594-9273.
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IMPORTANT NOTICE

The information provided herein and in the associated CPE seminar is for the purpose of conduct of the 
seminar only, and should NOT be used as specific guidance in any particular actual client situation.  Each and 
every professional engagement is unique, and the practitioner must exercise his or her own professional 
competence and judgement on each engagement.  M + O = CPE, Inc. and its seminar session leaders disclaim 
any responsibility or liability for the professional information supplied herein or in the related seminar, or the 
application of said information.  No recording devices of any kind are permitted in our seminars.
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Introduction

As with all tax law, the provisions discussed in this seminar are subject to further interpretation 
and guidance to be issued by the Treasury Department and the IRS and may be changed by 
future laws.

We will discuss newly-effective federal and New York laws and interpretations that affect 
individual income taxation in M + O = CPE, Inc.’s Individual Tax Year-End Workshop,
which will be presented on December 3, 2020 and repeated on December 10, 2020, January 
7, 2021, and January 14, 2021. Please enroll as soon as possible to ensure your seat.

More Changes to Form 1040

Background

The IRS has issued a draft of Form 1040 for the 2019 tax year, and while it includes 
significant changes from the 2018 version of the form, it retains the same general format that 
began with the 2018 version of the form (i.e., a Form 1040  that is reduced in size with 
supporting schedules to report items that no longer fit on the form itself).

The draft form and its supporting schedules appear in the Rates and Amounts section of the 
text.

Three Schedules Instead of Six

Pages 1 and 2 of Form 1040

Instead of having six separate supporting schedules as was the case in 2018, the 2019 
version of Form 1040 has only three supporting schedules.

The 2019 version of the form itself is longer in size than was the 2018 version.  While the 
form is still not a full page, it is longer than the postcard size that was used for the 2018 
version.

The amounts of income are now listed beginning on page 1, whereas the 2018 version 
only included income amounts on page 2 of the form.

There are separate lines for IRA withdrawals and pension income.  These lines had been 
combined on the 2018 version of the form, after having been separately listed on earlier 
versions of the form in 2017 and prior years.

The 2019 version has a line for capital gains or losses.  The 2018 version reported this 
income or loss on Schedule 1.  
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Form 1040-SR

Beginning with the 2019 tax year, taxpayers who are age 65 or older are permitted, but not 
required, to file Form 1040-SR, U.S. Tax Return for Seniors3.

With the exception of the larger font and the standard deduction chart that appears at the 
bottom of page 1, the draft version of Form 1040-SR follows the same format as the draft 
version of Form 1040.

While not specifically addressed in the draft instructions for the 2019 version of Form 1040, 
it appears that if one spouse is age 65 or older and the other spouse is not, the couple would 
still be permitted to use form 1040-SR to file a joint return.  

Virtual Currency Question

For the first time, the 2019 version of Form 1040, Schedule 1, asks taxpayers a yes or no 
question as to whether they have received, sold, sent, exchanged or otherwise acquired any 
financial interest in any virtual currency4. (Sometimes the term cryptocurrency is used 
instead of virtual currency.)

3 The Bipartisan Budget Act of 2018, enacted on February 9, 2018, required the Treasury Department to create a 
simplified income tax return for those who are 65 years or older. 
4 Virtual currency is a digital representation of value that is not issued by a government; rather, the currency exists 
on a network of computers and is transferred among users through that network.  Virtual currency can be purchased 
with or sold for U.S. dollars or the currency of other nations.  The most commonly known virtual currency is 
Bitcoin, but others exist, such as Litecoin and Ethereum.  

In Notice 2014-21, the IRS took the position that virtual currency represents property.  As a result, the tax rules 
related to acquiring or disposing of virtual currency mirror those rules for acquiring or disposing of any other type of 
noncash property.  Therefore, if a taxpayer acquires virtual currency, that taxpayer’s adjusted basis in the currency 
will equal the amount paid for it in U.S. dollars on the date of acquisition.  When the taxpayer disposes of the virtual 
currency, the taxpayer recognizes a gain or loss on the disposition, by comparing the value in U.S. dollars on the 
date of disposition to the adjusted basis.  Often, the virtual currency is treated as a capital asset in the hands of a 
taxpayer; however, to the extent that the virtual currency represents inventory held for sale to customers in the 
course of a trade or business, the virtual currency would be ordinary income property.

If a taxpayer receives virtual currency as payment for services, the taxpayer must recognize income from the 
payment based on the value of the virtual currency in U.S. dollars on the date of the transaction.  This amount 
becomes the taxpayer’s basis of the virtual currency and is used to determine the gain or loss on disposition, when 
the taxpayer disposes of the virtual currency in the future.  If a taxpayer receives virtual currency in exchange for 
other property, the other property is treated as having been sold on the date of the exchange for the value of the 
virtual currency in U.S. dollars on that date, and the taxpayer recognizes gain or loss on the disposal of the other 
noncash property based on the value received.  

In Revenue Ruling 2019-24, the IRS provided additional guidance on virtual currency transactions where the 
protocol of the currency changes (referred to as a “hard fork”).  The IRS also provides additional information about 
the tax rules related to virtual currency on its website at: https://www.irs.gov/individuals/international-
taxpayers/frequently-asked-questions-on-virtual-currency-transactions.
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Major Changes to Form W-4

Background

Effective for the 2020 tax year, the IRS has redesigned Form W-4, Employee’s Withholding 
Certificate, to reflect the changes made by the Tax Cuts and Jobs Act.

In conjunction with the change in Form W-4, the IRS has also redesigned the withholding 
tables to be used for employers for employees who submit the new Form W-4.

Employees who have submitted a Form W-4 in any year before 2020 will not be required to 
submit a new form solely because of the redesign of Form W-46.

For the 2020 and later tax years, the IRS will publish two sets of withholding tables for use 
by employers.  

The first set will be for use with the new format of Form W-4.

The second will be for use with the old version of Form W-4 (as it existed for tax years 
before 2020) and will continue to use the old withholding format.

Practitioners must carefully review the payroll software used by their business clients and 
their own firms to familiarize themselves with the way that payroll information will be 
entered for those employees who submit the new version of Form W-4.

A draft of the 2020 version for Form W-4 appears on the next page.

Computations Under the New System

Information Used in the Old Versus the New System

The old system of withholding used the following information to compute withholding 
for an employee:

1. The employee’s compensation per period,

2. The employee’s filing status (with a choice of either single or married)

3. The number of allowances selected by the employee, and

4. An optional additional amount of withholding per period, if the employee indicates 
that he or she wishes to have such additional withholding.

6 However, existing employees who wish to change their withholding level or new employees who are hired in 2020 
or later years must use the new version of Form W-4.
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1. For this purpose, the commonly-controlled trade or business must be conducted by a
partnership, LLC or S corporation.

2. A trade or business conducted by a commonly-controlled C corporation would not 
cause the rental activity to be treated as a trade or business, if it did not otherwise 
qualify as such.

Safe Harbor

Background

1. On September 24, 2019, the IRS issued Revenue Procedure 2019-3832, which
contains a safe harbor that taxpayer may use to treat a real estate rental activity as 
rising to the level of a trade or business for the purpose of the qualified business 
income deduction.

2. A rental real estate activity that does not meet the safe harbor can still rise to the level 
of a trade or business for the purpose of the qualified business income deduction.

Rental Real Estate Enterprise

1. The safe harbor applies to rental real estate enterprises.  

2. A rental real estate enterprise can consist of one property or more than one property, 
where multiple properties are eligible to be combined for the purposes of the safe 
harbor.  (The rules for combining properties are discussed in the next section.) 

Requirements to Meet the Safe Harbor (Must Meet All Four)

Requirement 1: Separate books and records are maintained to reflect income and 
expenses for each rental real estate enterprise33.

Requirement 2: For rental real estate enterprises that have been in existence less than four 
years, 250 or more hours of rental services must be performed per year with respect to the 
rental real estate enterprise. These services can be performed by owners, employees 

entitled to vote or more than 50 percent of the total value of shares of all classes of stock of at least one of the other 
corporations, excluding, in computing such voting power or value, stock owned directly by such other corporations.  
(2) Brother-sister controlled group: Two or more corporations if 5 or fewer persons who are individuals, estates, or 
trusts own stock possessing more than 50 percent of the total combined voting power of all classes of stock entitled 
to vote or more than 50 percent of the total value of shares of all classes of stock of each corporation, taking into 
account the stock ownership of each such person only to the extent such stock ownership is identical with respect to 
each such corporation.  (3) Combined group: Three or more corporations each of which is a member of a group of 
corporations described in (1) or (2), above, and one of which: (A) is a common parent corporation included in a 
group of corporations described in (1), above, and also (B) is included in a group of corporations described in (2), 
above.
32 As noted in an earlier footnote, on January 18, 2019, the IRS had previously issued these rules on a proposed and 
interim basis in Notice 2019-7.  Taxpayers were permitted to rely on the rules in the notice when preparing income 
tax returns for the 2018 tax year.
33 If a rental real estate enterprise contains more than one property, this requirement may be satisfied if income and 
expense information statements for each property are maintained and then consolidated.


