Crypto Taxes
AMA #11
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 does the IRS know my purchases from a
Bitcoin ATM and the determination of the cost
basis?
In the US, all crypto-to-crypto and crypto-to-FIAT transactions are taxable and need to be
reported to the IRS. The IRS has many ways of knowing you, as a US Taxpayer, that you own
and trade crypto (e.g., getting information from crypto exchanges such as Coinbase and using
blockchain forensic companies like Chainanalysis).
Also, if you get an IRS audit, you will need to provide evidence about your cost basis and
holding period (i.e., when you purchased the crypto). If you don’t have the evidence, the IRS can
disallow you any basis and treat capital gain from the sale as short term.
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#2| How are NFTs taxed in the US?
In the US, if you’re an investor, tax rule that applies to art and to crypto is pretty much the
same. Art is considered a property, and crypto is determined to be property by the IRS (in the
United States) as well.
When you purchase an NFT, the amount you paid is your cost basis. When you sell an NFT,
you need to calculate gain/loss based on the difference between your sales proceeds and your
cost basis, as well as your holding period for the property you sold.

Check our NFT guide with tax scenario as
an investor and creator.
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#3| Do I have to pay taxes if I loan Bitcoin to
someone and received 0 interest?
In the US, lending crypto to someone is not a taxable event, just like lending fiat to someone.
Receiving a loan repayment without any interest is also not a taxable event. Therefore,
providing a crypto loan and receiving a repayment of the loan itself are not taxable.

Check our tax guide for crypto loans.
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#4| How is staking taxed (US) and are ongoing
costs tax-deductible?
In the U.S., if you have a staking business, you'll need to pay income tax on your staking
income. However, costs like electricity can be tax-deductible, lowering your tax bill in the end. It
is also possible to deduct large upfront costs like staking equipment.
If you are doing the mining or staking as a hobby though, you cannot deduct the costs as
hobby expenses are no longer deductible under the current tax law.

Learn about the tax implications of mining
Bitcoin.
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#5| Is lending a token taxable if you receive back
a "claim" token when the loan is made?
In the US, it depends how the loan is structured and whether the “claim” token is listed on
exchange for trade and whether you can use the “claim” token to do anything you want.
If you are able to sell the “claim” toke for fiat or another crypto, then most likely you will need to
treat the receipt of the “claim” token as an exchange with the coin you use for lending, which
will create a taxable event just like a regular trade.
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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

