Crypto Taxes
AMA #4
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 can I reduce my crypto taxes? Does
using a crypto card and paying with USDT work?
If you are a U.S. citizen, you need to report all your taxable transactions, no matter where in the
world you are or which country your debit card company is located in.
Regarding using a USDT debit card, since USDT is a stable coin and it’s value is pegged to
(same as) USD, there is no gain or loss when you make a payment with USDT debit card,
although technically you are still supposed to report the transaction because USDT is a
cryptocurrency.
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#2| How does the IRS know the crypto trades I
make in a decentralized exchange?
Many people still think that crypto is anonymous and the IRS cannot catch them if they don’t
report. That’s not true.
In the US, the IRS has a lot of tools and resources (e.g. they have been using Chainalysis to
scrub the blockchain to find people who are trying to hide their crypto transactions and avoid
reporting their crypto taxes). They will be able to catch you, it’s just a matter of time.

Import your DEX transactions using
CoinTracking
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#3| How is crypto interest (paid in crypto or USD)
taxed in the US?
In the US, interest income earned from a crypto but paid in USD (or crypto) should be reported
as interest income.

Learn more on how report your crypto
interest on taxes.
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#4| How am I taxed if I receive crypto interest in
BTC and then sell that BTC for USD at a profit?
In the US, when receiving interest in BTC, you have to recognize that amount in USD, based on
the price of BTC at that time, as interest income, which is liable to income tax.
If BTC gains in price and you sell for USD or another crypto, you’ll be liable to pay capital gains
tax.
If you hold that BTC for more than 1 year before selling, you’ll be able to get a more favorable
long term capital gain tax rate (range from 0% to 20% in the US), depending on your taxable
income level.
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#5| How are purchases with a crypto debit card
taxed in the US?
In the US, you’re taxed for each purchase you make with a crypto debit card. Each debit card
transaction is treated as a two-step transaction:
(1) you sell crypto for fiat, which creates a capital gain or loss and is a taxable event, and
(2) you use the fiat to pay for goods or services, which is usually not a taxable event.

Learn about taxes when spending crypto
for products.
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#6| How are NFTs taxed in the US as an investor
and as a creator?
When you sell an art for crypto, the tax rule that applies to the 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.
If you're trading NFTs, 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. In
other words, you should treat the NFT sales as a trade.
If you created the NFT yourself, you will need to recognize ordinary income (possibly subject to
self-employment tax) when you sell it. Self-created art has no basis, although you may be able
to deduct expenses related to the creation of the art as business expenses.
Check our NTF guide (2021).
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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

