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4 Learning Objectives )
* Identify more complex taxable events involving
@ — digital assets.
V = * Apply tax law to less common DA transactions.
v - * C(Calculate income, gains, and losses associated
\ with complex DA transactions. /
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Sulolit “Raj” Mukherjee Seth Wilks

Executive Director, Executive Director,
Compliance & Implementation Strategy & Development
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fis Digital Assets at the IRS
% The Office of Digital Asset Initiative (ODAI) advises and drives success
: towards the agency's Strategic Plan by focusing on the following areas:
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o Create an engaging Enhance Compliance Embrace
taxpayer experience & Enforcement Innovation
]
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Develop Partnerships
with Intgrnal & Extell')nal E?I'g?: ﬁo?g;?/

Stakeholders




Fundamentals of

Digital Asset Taxation




i Taxable Transactions

Taxable Income

/\H DA Transactions Impacting

Selling digital assets  Exchanging different

Notice 2014-21, as for US dollars

. . types of digital assets
modified by Notice P
H = b
2023-34, states that —[] —_—
digital assets should Sending or receiving Mining or staking
be treated as digital assets for services digital assets

property for federal
s rposes (:)X P
ax purp . A



https://www.irs.gov/irb/2014-16_IRB#NOT-2014-21
https://www.irs.gov/irb/2023-19_IRB#NOT-2023-34
https://www.irs.gov/irb/2023-19_IRB#NOT-2023-34
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Reporting Requirements

The IRS expects individual
taxpayers to report on the
following forms, regarding
digital assets:

A AR A 4
Form 1040 Schedule D Form 1040 Form 1040

& Form Schedule C Schedule 1
8949
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E 1 0 40 Department of the Treasiry=Internal Revenue Senvice
i U, Indivdual Income Tax
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Retum

2@22 OMB No. 1545-0074

040 DA Ouestio

RS Use Only~Do not write ar staple in this space.

Filing Status ] Sngle ] Marietfing joinl "] e fing sepertey (WFS) ] Headof household (HOH) [ Qulfyng suming

Check only

spouse (59)

onebor.  fyou checked the MFS box, enter the name of your spouse. f you checked the HOH or QSS box,enter the chid's name i the qualfying

person s chid but ot your dependent:

Yourfirst name and middle infial

Last name

Your social security number

I joint rfum, Spouse's frt name and middle el

Last name

Spouse’s social security number

Home address (number and stree. f you have 2 P.0. bor, seg instructions. Aot no. Presidential Election Campaign
Check here f you, or your
' . ” spouse f flng jonty, want §3
City, fonn, o post ofiice. I you have & foreiqn adcress, also complete spaces below. Stafe 1IP code tngtotis . g
bok below will ot change
Foreign courtry name Foreign province/state/oourty Foviq postal e | Your ax o refunc.

[¥ou | JSpouse

Digital ~ Ateny time curing 2022, i you: o) receive (s e, award,orpayment o propetyor senigsl

Assets  exchange, git,or othenvise cispose of a dighal asset (or & financial merest n & el asse

Standard  Someone canclaim: | | Youasa dependent | | Yourspouse as a dependent

Deduction | Spouse femizes ona sepaateretim

0ryou were & dualstatus alien

AgefBindness You || Were bombefore Januay 2, 1958 || Aretlind  Spouse: [ ] Wesbom

LEARN MORE

v/

Check “Yes”

Taxpayers must generally check the "Yes"
box if they transacted in digital assets during
the year.

Check “No”

Taxpayers may check “No” when their DA

activity consists only of the following:

* Held in a wallet or account.

* Transferred between accounts or
addresses controlled by taxpayer.

* Purchased using fiat currency,
including through electronic platforms
(i.e., PayPal, Venmo).



Common Questions
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Q: Do I have to check “yes”if I E Q: Do I have to check ‘yes’ if I
only transfer DAs between dispose of my interests in an
wallets but incur a transaction Exchange Traded Fund (ETP)?

()
fee: A: No, because the digital
A: Yes, if the transaction fee asset would still be classified
is paid in digital assets as a security at that time.

i & Q Q: Do I have to check ‘yes’ if | 9 Q: Are Venmo/Zelle

am gifting a digital asset? transactions reportable?

A: Yes, because you are A: No, not unless it is an
disposing a financial interest actual digital asset being
in a digital asset. transacted.
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Must-Have Records for Form 1040 &
Form 1040-SR Reporting

e Calculation ChecKklist
X Timestamp (§) USD Value at Time

of Transaction

E Transaction Type
E Transaction Fees

Asset Description
Adjusted Basis of
Assets Sold

Note: Any specific logos or resources displayed or mentioned are not endorsements or investment recommendations.

# Amount Transacted
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Calculation Checklist Example

Transaction Type Unit/Amount Asset
Ea

= | # | @

Calculation Checklist

X Timestamp 0 USD Value at Time
- of Transaction

T lon T
ransaction lype BB Transaction Fees

&Y Asset Description . |
E Adjusted Basis of

H  Amount Transacted Assets Sold

Note: Any specific logos or resources displayed or mentioned are not endorsements or investment recommendations.



Sample 1: Complex
DA Transactions




Calculation Checklist

Transaction ID AssetCode Amount Description Time

625349114 usDT -0.298184 Fee Mon Sep 20 23:30:04 UTC 2021
625349114 uUsDT 298.1835 Buy Mon Sep 20 23:30:04 UTC 2021
625349114 ATOM -8.901 Sell Mon Sep 20 23:30:04 UTC 2021

'Basis of 8.901 ATOM is $250 purchased on 2/15/21.

Calculation ChecKklist

+ Transaction Timestamp X USD Value at Time of
Transaction
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v Transaction Type
v Transaction Fees

 Asset Description
v Adjusted Basis of Assets Sold

v/ Amount Transacted

Note: Any specific logos or resources displayed or mentioned are not endorsements or investment recommendations.
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Calculation Checklist

Transaction ID AssetCode Price Per Unit Amount  USD Value Description Time

625349114 uspDT $1 -0.298184 (-) $0.3 Fee Mon Sep 20 23:30:04 UTC 2021
625349114 uspT S1 298.1835 $298.18 Buy Mon Sep 20 23:30:04 UTC 2021
625349114 ATOM $33.49 -8.901 (-) $298.18 Sell Man Sep 20 23:30:04 UTC 2021

'Basis of 8.901 ATOM is $250 purchased on 2/15/21.

Calculation ChecKklist
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v/ Transaction Timestamp v USD Value at Time of

+ Transaction Type Transaction

v Transaction Fees
v Adjusted Basis of Assets Sold

v/ Asset Description
v/ Amount Transacted

Note: Any specific logos or resources displayed or mentioned are not endorsements or investment recommendations.
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fi Calculating Capital Gain/Loss

§ Transaction ID AssetCode Price Per Unit Amount  USD Value Description Time

= 625349114 usDT $1 -0.298184 (-) S0.3 Fee Mon Sep 20 23:30:04 UTC 2021

625349114 uUsDT S1 298.1835 $298.18 Buy Mon Sep 20 23:30:04 UTC 2021

» 625349114 ATOM $33.49 -8.901 (-) $298.18 Sell Mon Sep 20 23:30:04 UTC 2021
©

2_|_0 Basis of 8.901 ATOM is $250 purchased on 2/15/21.

24

Capital Gain/Loss
Amount Realized = $298.18 Adj. Amount Realized = $297.88

(-) Transaction Fee = $0.30 -) Adiusted Basis = $250
Adj. Amount Realized = $297.88 Capital Gain = $47.88

Note: Any specific logos or resources displayed or mentioned are not endorsements or investment recommendations.



Sample 2: Complex
DA Transactions




i Calculation Checklist
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pair type price cost fee amount timestamp
ETH/BTC buy 0.01872 3.93039 0.00629 210 Mon Feb 20 23:30:04 UTC 2021

Calculation Checklist
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X Timestamp USD Value at Time

. of Transaction
E Transaction Type e

’IA\‘ . . E——
Asset Description

E Adjusted Basis of
H  Amount Transacted Assets Sold

Transaction Fees

Note: Any specific logos or resources displayed or mentioned are not endorsements or investment recommendations.
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S Decoding the Ledger

_ pair type price cost fee amount 'timestam
% ETH/BTC buy 0.01872 3.93039 0.00629 210 Mon Feb 20 23:30:04 UTC 2021
©

Lol

20

24 What Do We Know?

Unit

Mon Feb 20 23:30:04 UTC
2021

Mon Feb 20 23:30:04 UTC
2021

Note: Any specific logos or resources displayed or mentioned are not endorsements or investment recommendations.
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fi Decoding the Ledger

: pair guzg ‘M cost fee amount timestamp
% ETH/BTC buy 0.01872 3.93039 0.00629 210 Mon Feb 20 23:30:04 UTC 2021
©

Lol

20

24 What Do We Know?

Unit

Mon Feb 20 23:30:04 UTC Sell
2021

Mon Feb 20 23:30:04 UTC Buy
2021

Note: Any specific logos or resources displayed or mentioned are not endorsements or investment recommendations.
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fi Decoding the Ledger

_ 'llir type price cost fee amount timestamp
% ETH/BTC buy 0.01872 3.93039 0.00629 210 Mon Feb 20 23:30:04 UTC 2021
x|

Ll

20

2 What Do We Know?

Unit

Mon Feb 20 23:30:04 UTC Sell BT
2021

Mon Feb 20 23:30:04 UTC Buy ETH
2021

Note: Any specific logos or resources displayed or mentioned are not endorsements or investment recommendations.
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fi Decoding the Ledger

: pair type price cust .fee —amuunt timestamp
% ETH/BTC buy 0.01872 13.93039 0.00629 | 210 Mon Feb 20 23:30:04 UTC 2021
©

Lol

20

24 What Do We Know"

Unit

Mon Feb 20 23:30:04 UTC Sell BTC
2021

Mon Feb 20 23:30:04 UTC Buy ETH 210
2021

Note: Any specific logos or resources displayed or mentioned are not endorsements or investment recommendations.
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Decoding the Ledger

pair type ru: cost fee amount timestamp
ETH/BTC buy 0.01872 3.93039 0.00629 210 Mon Feb 20 23:30:04 UTC 2021

What Do We Know"

Unit

Mon Feb 20 23:30:04 UTC Sell BTC 93 $56,378.00 $221,633.19
2021

Mon Feb 20 23:30:04 UTC Buy ETH 210 0.01872 BTC $221,633.19
2021 or $1,055.40

Note: Any specific logos or resources displayed or mentioned are not endorsements or investment recommendations.
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Decoding the Ledger

pair type price cost ‘fee amount timestamp
ETH/BTC buy 0.01872 3.93039 0.00629 210 Mon Feb 20 23:30:04 UTC 2021

What Do We Know"

BTC

Mon Feb 20 23:30:04 UTC 2021 Sell $56,378.00 $221,633.19

Mon Feb 20 23:30:04 UTC 2021 Buy ETH 210 0.01872 BTC $221,633.19
or $1,055.40

Mon Feb 20 23:30:04 UTC 2021 Fee ETH 0.00629  $1,055.40 $6.64

Note: Any specific logos or resources displayed or mentioned are not endorsements or investment recommendations.
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Decoding the Ledger

pair type price cost fee amount timestamp
ETH/BTC buy 0.01872 3.93039 0.00629 210 Mon Feb 20 23:30:04 UTC 2021

Basis of 3.93039 BTC 1s $225.000 purchased on 1/15/20.
What Do We Know?

BTC

Mon Feb 20 23:30:04 UTC 2021  Sell $56,378.00 $221,633.19

Mon Feb 20 23:30:04 UTC 2021 Buy ETH 210 0.01872 BTC $221,633.19
or $1,055.40

Mon Feb 20 23:30:04 UTC 2021 Fee ETH 0.00629  $1,055.40 $6.64

Note: Any specific logos or resources displayed or mentioned are not endorsements or investment recommendations.



Calculating Capital Gain/Loss
BTC

Mon Feb 20 23:30:04 UTC 2021  Sell $56,378.00 $221,633.19

Mon Feb 20 23:30:04 UTC 2021 Buy ETH 210 0.01872 BTC $221,633.19
or $1,055.40

IRS Nationwide

Mon Feb 20 23:30:04 UTC 2021  Fee ETH 0.00629  §$1,055.40 $6.64

Basis 01 3.93039 BTC 1s $225.000 purchased on 1/15/20.

@ Capital Gain/Loss

Amount Realized= $221,633.19 Adj. Amount Realized = $221,626.55
(-) Transaction Fee = $6.64 (-) Adjusted Basis = $225,000.00
Adj. Amount Realized = $221,626.55 Capital Loss = $3,373.45
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Note: Any specific logos or resources displayed or mentioned are not endorsements or investment recommendations.



What’s Next?




Questions?
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