Crypto Taxes
AMA #32
A weekly report clarifying your main doubts
and questions about crypto taxes in the US
by a crypto expert CPA.
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Disclaimer
The information contained on this report is provided for general information purposes only. It is not
intended nor should it be used as a substitute for tax, audit, accounting, investment, legal or other
professional advice on any subject matter.
Please consult your tax/financial/legal advisor before making any decision or taking any action on
accounting, tax, financial, and legal related matters and issues. All answers are based on simple
situations with assumptions to serve as an educational purpose.
The information provided in this report is subject to change without notice. All information on this
report is provided "as is," and based on current rules, which can change at any time.

Question #1

#1| How do you pay taxes on crypto trades?
In the US, every crypto-to-crypto and crypto-to-FIAT (USD) transactions are taxable events.
Each of these trades are subject to capital gains taxes. You need to determine the gain/loss for
each trade and report it on your tax return every year.
You need to track the cost basis (your purchase price) when you acquire any crypto, and
calculate the sales proceeds when you sell it. The difference between the two is your gain/loss.
Depending on your holding period and personal situation, you may be subject to a capital gains
tax rate which is long-term (0% to 20%) or short-term (10% to 37%).

Learn all the tax implications of crypto
trades.
3

#2| Is is taxable to buy an NFT with a crypto that
gained in value?
In the US, yes. Let’s imagine you bought 1 BTC at 30K. A couple of months later, the same BTC
is worth $50K but you haven't sold it yet. If you don’t sell, there is no taxable event, and no
taxes. If you sell it for USD (FIAT) or another crypto, including NFT, then you will have a gain of
$20K ($50K-$30K), subject to capital gains taxes, where the rate can depend on your personal
situation and holding period.
If you use the BTC to buy a series of NFTs, you’ll have a taxable event resulting in the same
$20K gain. Then the $50K will become the basis of your NFTs and you can use it to calculate
your gain/loss for future transactions.

Check this ultimate guide about NFTs.
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#3| Do NFT resales (with an LLC) count as earned
income for retirement contributions?
It depends on the nature of your NFT resales. If you are doing resale as a business, then yes,
your profit from the resale will most likely qualify as earned income and you can use it to make
retirement contributions. But if you are doing the resale only as a hobby, then you can’t treat
your resale profit as earned income. Using an LLC (in the US) does not automatically change
the nature of your resale from hobby to business. We recommend that you consult your tax
advisor for further guidance.
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#4| Can I write off gas fees?
In the US, transaction (gas) fees related to the exchange between two different coins can be
used to offset part of the deemed sales proceeds of the coin that is being swapped out.
However, if the gas fee is related to transferring a coin from one exchange to another (or
to/from a wallet), it is considered investment expense and under the current tax law it is not
deductible for individual investors.
For businesses, gas fees can be deducted as an investment expense. Unlike for individual
investors, businesses are allowed to deduct investment expenses.

Learn about taxes when transferring crypto
between wallets.
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#5| Do I pay taxes if I convert DOGE to ETH to
buy NFTs?
Yes, in the US, if you convert your DOGE to ETH or for NFTs, it will be a taxable event, subject
to capital gains taxes. The cost basis is the fair market value of the DOGE you bought at the
time you acquired it. The sales proceeds is the total amount received when you end up selling
your DOGE. The gain/loss will be the difference between the two, for which you are subject to
capital gains taxes. The capital gains tax rate depends on your personal situation, holding
period, etc.
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Answers by our expert
CPA, Sharon Yip
Sharon has 20+ years of experience in tax and accounting at Big
4 accounting firms and Fortune 500 companies. In 2017, Sharon
became a crypto investor and one of the top crypto tax experts in
the United States. Sharon is the founder of Crypto Tax Advisors,
LLC and the co-founder of Polygon Advisory Group LLC, the
service provider for CoinTracking Full-Service (a dedicated service
for US-based CT users to help them with transaction import,
reconciliation, classification, tax report review, etc).

SIGN UP FOR FULL-SERVICE
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Want to submit a question?
Our tax expert is happy to help you in a future edition of our weekly
AMAs on Twitter for US taxpayers.
Follow us there and tweet at us your question/doubt regarding
#cryptotaxes.

Dm us on Twitter

