Crypto Taxes
AMA #35
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 will the unrealized gains proposal affect
crypto investors?
The proposal seems to only have an impact on billionaires, so the majority of crypto investors
should not be impacted. However, we believe the proposal is problematic, because if it passes,
it will set a bad precedent for giving the government unlimited power to target a specific group
of people. Also, it requires the re-writing of tax law to create a tax treatment that does not
seem to make sense from a logical perspective.

Check this tax guide on crypto trading.
3

#2| I claimed an airdrop with no value when it got
to my account. Now, it is worth $0.4. Which taxes
do I pay?
According to the IRS guidance (US), you need to report income for airdrop tokens at the time of
your receipt. In your example, that’s when the token landed in your account. If the token has no
value when it arrives at your account, you will recognize a zero income. If the token didn’t
arrive in your account until its value became $0.40 each, then you will need to recognize
income in the amount of $0.40 times the number of tokens you received.

Learn all the tax implications of crypto
airdrops.
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#3| Can I use a 1031 exchange for crypto?
Under the current tax law in the US, IRC section 1031 exchange only applies to real property.
You cannot use it to defer gains on sale of your crypto assets.
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#4| How are NFTs taxed for creators? Can I
deduct NFTs as business expense if I gift them in
a marketing action?
In the US, if you are an NFT creator, you’ll have to report the sales proceeds of your NFT as
ordinary income. If you’re an NFT investor, you're entering a capital gains setting based on the
profit generated from buying and selling NFTs. If you’re an NFT creator, you can write-off your
cost related to the creation of the NFT as deductible expense if you are running an NFT
business. This is not possible if you’re doing it as a hobby.

Check this ultimate guide about NFT taxes.
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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

