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Digital Assets

"What's the thing?”

Defined under GENIUS Act

e.g., DAI

: Decentralized crypto-assets
CryptocurrenCIeS e.g., BTC, ETH (Layer 1)
. Payment Stablecoins General asset backed Algorithmic stablecoin
Stablecoins @ e.g., Tether @

Digital financial

Tokens instruments

Equity tokens
Digital representation
of equity

®

Security tokens
Expected return;
debt instrument

Derivative tokens
Oil rights; derivative of traditional
security or digital asset

Governance tokens

Utility tokens

\ NFTs
Utility and other @ e.g., Uniswap, e.g., ZRX, BAT e.g., Beeple, BAYC
Balancer, Makr (dApps)
Central Bank Digital
8 @ China Yuan P | Russia Ruble €  Digital Euro

Currency (CBDQ)
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Using Crypto in the Business
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Counterparty to
Financial Product

Key

Stablecoin

* Revenue/ Expense Recognition
 Barter Transactions

* Yield Generating Activities / Staking / Node
operations

* Basis Tracking / wallet structures / tax methods
e Character
* Indirect Tax
 Withholding and remittance
* Information Reporting
e International Tax Lens:
* Application of treaties
e GILTlvs. SubpartF
 FDII
* Transfer Pricing
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Character Matters
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e 1221(a)(1) — held for sale in the ordinary course of

business
* Asset type and uses
e Various business lines
* Within an entity and across entities
* Wallet Structures

» Basis tracking

Counterparty to
Financial Product
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Using Crypto in the Business

 Gaingenerated in barter transaction
e Character
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Using Crypto in the Business
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Key

Denominated in fiat vs. crypto
Settled in fiat vs. crypto

Gain/ Loss

Timing of income / deduction
Characterization (ex. borrow fee)
Sourcing of borrow fee

Transfer Pricing
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Using Crypto in the Business
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Character

Source

Residency

Permanent Establishment
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Funds

US Non-US
Investor Investor

Validator

Ethereum
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Staking

* |IRS position—Rev. Rul. 2023-14

* Character and source are unaddressed
— Not interest
— Services, rent, “other”
— Source by analogy

— Withholding and reporting depends upon
recipient

» Consider
— Trade or business
— Effectively connected income
— Basis tracking
— Timing of revenue recognition
— Indirect tax implications
Trading
— Application of 864(b)



Deloitte.

This presentation contains general information only and Deloitte is not, by
means of this presentation, rendering accounting, business, financial,
investment, legal, tax, or other professional advice or services. This
presentation is not a substitute for such professional advice or services,
nor should it be used as a basis for any decision or action that may affect
your business. Before making any decision or taking any action that may
affect your business, you should consult a qualified professional advisor.
Deloitte shall not be responsible for any loss sustained by any person who
relies on this presentation.
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