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How to get on a list at the IRS

● Digital money transferred from 
one person’s private electronic 
wallet to another’s

● Not chump change:
○ 2116 different cryptocurrencies
○ Market value: $120 BILLION 
○ $16 billion traded yesterday

What are cryptocurrencies?

“All Cryptocurrencies,” Coinmarketcap.com, accessed 1/20/2019



Getting/disposing of coins
● “Mine” them 
● Offer/accept for goods or services
● Buy/sell on an exchange
● Receive/give as a gift
● Trade for other coins

Where are coins stored?
● Privately hosted wallets

○ Online (internet connected device)
○ Offline (paper)

● Third-party hosted wallets 



IRS guidance
● IRS Notice 2014-21
● �*shrug emoji*

IRS Notice 2014-21, paraphrased

Q-1: Who won the bet on currency vs. 
commodity vs. property treatment?

A-1: Team Property. For federal tax purposes, 
virtual currency is treated as property. 

IRS Notice 2014-21, paraphrased

Q-3: When you said I have to include in gross 
income “all income from whatever source 
derived,” did you really mean all income? 

A-3: Yes. Include the FMV of the virtual 
currency as of the date that the virtual 
currency was received.



IRS Notice 2014-21: FMV
“If a virtual currency is listed on an exchange 
and the exchange rate is established by 
market supply and demand, the fair market 
value of the virtual currency is determined 
by converting the virtual currency into U.S. 
dollars (or into another real currency which 
in turn can be converted into U.S. dollars) at 
the exchange rate, in a reasonable manner 
that is consistently applied.”

24 hours on 1 of 230+ exchanges

IRS Notice 2014-21, paraphrased

● “Mine” them: self-employment 
income

● Offer/accept for goods or services: 
wages, self-employment income, 
information reporting of payments 
with backup withholding



IRS Notice 2014-21, paraphrased

● Buy/sell on an exchange: ST/LT 
capital gain/loss if held for 
investment

● Receive/give as a gift: silent - track 
your basis 

● Trade for other coins: …...�*shrug emoji*

Shade from IRPAC  
“While we acknowledge 

and thank the IRS 
for publishing 

Notice 2014-21…
many industry and tax 

practitioners still 
question other tax 
consequences of 
cryptocurrency 
transactions.” 

Unanswered Questions
● Could crypto be a specified 

foreign financial asset? 
● Does broker reporting apply?
● Can crypto be held in an IRA?
● Is crypto a security subject to 

wash sale rules or mark to market 
accounting?



Unanswered Questions
● Can users determine basis/gain 

with LIFO or FIFO?
● Is crypto for crypto a like-kind 

exchange?
● HOW AM I SUPPOSED TO TRACK 

THIS STUFF?
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