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How to Handle Crypto Assets on Your Tax Return

You've probably heard a lot by now about crypto, the virtual currency that seems to make head-
way every week for being incredibly valuable or incredibly worthless.

The IRS has heard about it, too — and they want to know more.

This evolving headline asset is an evolving tax question, too — and a potential headache if you
disclose crypto info incorrectly on your upcoming federal tax return. To that end, the IRS has a
new question for you to answer.

SPECIAL POINTS OF
INTEREST:

“A person doesn 't know how much he
has to be thankful for until he has to pay
taxes on it.” — Ann Landers

. Crypto currency
One answer, please

. Irish Friendship Wish

Taxpayers must again answer a digital asset ques-

e Isstudentloan debt tion when they file their federal income tax return, as we’ve all had to do for a few years. Right on
“beneficial’”? the top of 2023 Form 1040 return you’ll see:
. Service change reminders

“At any time during 2023, did you: (a) receive (as a reward, award, or payment for property or services);
or (b) sell, exchange, or otherwise dispose of a digital asset (or a financial interest in a digital asset)?”

The question is also on Form 1040-SR, “U.S. Tax Return for Seniors” and on the 1040-NR, “U.S.
Nonresident Alien Income Tax Return.” On all forms, there’s a box to tick Yes and a box to tick
No.

INSIDE THIS ISSUE: . )
You cannot hit the Pass button on this one: Everybody answers.

Is It Really Just Irish Luck?

His name was Fleming, and be was a poor
Scottish farmer. One day, while trying to make
a living for bis family, be beard a cry for belp
coming from a nearby bog. He dropped his tools  “Is that gour son?” the nobleman asked.
and ran to the bog.

Continued on page 2 =~

How to Handle
Crypto Assets on 1

that moment, the farmer's own son came to the
door of the familyg bovel.
Your Tax Return

Is It Really Just Irish “Yes.” The farmer replied proudly.

1 Chere, mired to his waist in black muck, was a

Lucld terrified boy, screaming and struggling to free “T'll make gou a deal. Let me provide him with
bimself. Farmer Fleming saved the lad from the level of education my own son will enjoy. If
what could have been a slow, and tetrifying, the lad is anything like bis fatber, be'll no doubt

S Banzenon=y death. grow to be a man we both will be proud of.”

Financial Strategy
That Isn’t So

2 /And that he did.
Che next day, a fancy carriage pulled up to the

Dangerous

Exciting Service
Changes (Revisited)

Scotsman's sparse surroundings. An elegantly
dressed nobleman stepped out and introduced
bimself as the father of the boy Farmer Fleming
bad saved.

‘T want to repay you," said the nobleman. “You
saved my son's life.”

“No, I can't accept payment for what I did,” the
Scottish farmer replied waiving off the offer. At

Farmer Fleming's son attended the very best
schools and in time graduated from St. Mary's
Hospital Medical School in London. He went on
to become known throughout the world as the
noted Sir Alexander Fleming, the discoverer of
Penicillin.

Years afterward, the same nobleman's son who
was saved from the bog was stricken with
pneumonia. Continued on page G =
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How to Handle Crypto Assets on Your Tax Return—continued from page 1

The term “digital assets” has replaced “virtual currencies,” a
term the IRS used in previous years. (For example, the question
in 2021 was, “At any time during 2021, did you receive, sell, ex-
change, or otherwise dispose of any financial interest in any vir-
tual currency?”)

They also made the new instructions clear-
er — a big improvement over previous
years’ returns, when even yes or no was a
hard answer to be sure of.

So, did you, or didn’t you?

It can be hard to know if you dealt in 9 °
something without being certain what that s
something is. What’s a “digital asset”? Ea-

ger to help, the IRS says:

“A digital asset is a digital representation

of value which is recorded on a crypto-

graphically secured, distributed ledger.

Common digital assets include convertible virtual currency and
cryptocurrency, stablecoins, and non-fungible tokens (NFTs).”

You can check “No” if you just owned digital assets during 2023,
and didn’t engage in any transactions involving them during the
year. (Of course, check “No” if you had nothing to do with digital
assets, too.)

Also, check the “No” box if your activities were limited to:

e Holding digital assets in a wallet or account;

o Transferring digital assets from one wallet or account you
own or control to another wallet or account you own or
control; or...

e Purchasing digital assets using U.S., or other real curren-
cy, including through online platforms such as PayPal
and Venmo.

“Normally” (whatever the IRS means by that), you must tick

the “Yes” box if you:

o Received digital assets as payment for property or ser-
vices;

e Transferred digital assets for free as a bona fide gift;

e Received digital assets as a reward or award; or...

e Received new digital assets resulting from
“mining” (crypto creation), “staking” (passive crypto in-
come similar to a stock dividend), and similar activities.

Also check “Yes” if you received digital assets from a hard fork
(a branching of a cryptocurrency's blockchain that splits a single
cryptocurrency into two, kind of like a stock split); disposed of
digital assets in exchange for property or services or in exchange
or trade for another digital asset; sold a digital asset; or
“otherwise disposed” of any other financial interest in a digital
asset.
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Don’t forget to report

Uncle Sam isn’t done with you just because you checked “Yes.”
Now you must report any income from digital assets.

The IRS treats cryptocurrency as
“property” for tax purposes, not unlike a
share of stock. When you sell virtual cur-
rency, you recognize capital gain or loss on
the sale. You file IRS Form 8949, Sales and
oo other Dispositions of Capital Assets, to
& figure your capital gain or loss, then report
II it either on your Schedule D or Form 709
for a gift. If you were paid with digital as-
# sets, you report that money as wages.
e C’mon, the IRS can’t even process all the pa-
per tax returns it gets in a year. You mean to

say they’re going to come after me and my
Bitcoin?

Yeah, pretty much. You might have heard the IRS got a ton of
new funding from Capitol Hill over in 2022 — and they’ve
pledged that a big chunk of that money is going toward enforce-
ment of crypto abuse. Don’t fool around with this question that’s
suddenly a fixture on your tax return.

A “Dangerous” Financial Strategy
That Isn't So Dangerous

As a general rule, most debt isn't helpful to you. In fact, | could
probably state that more clearly: debt can be a massive load on
your financial future.

And, of course, that is especially true of student loans.

Now, much can be written about the explosion of student loan
debt over the last decade (and has), but today | wanted to posit
an idea to you if you carry these kinds of loans. It's perhaps a
"dangerous" idea, but it is the kind of financial thinking that, when
followed, can build habits of wise investment and careful risk-
taking that often mark a wealthy, successful life.

The media is certainly good for this: bringing awareness to the
rising, crushing wave of student debt. Average student loan debt
is around $30,000. And while this is a big number, it doesn't have
to cripple your financial future.

In fact, some students may be better off not taking their parents'
advice on how to get out of debt. Because unlike many other
forms of debt, student loans are usually best when paid as
slowly as possible.

Yes, as | said previously, almost all debt is bad. But, there are two
areas in which this general rule is not as hard-and-fast: home
mortgages and student loans. Wise financial stewards can, in fact,
use these types of debt to their advantage.

Graduated students are often told that they need to discharge
their student loan debts as early ~ Continued on page 3 ~
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s It Really Just Irish Luck’? - continued from page 1

‘What saved bis life this time? Penicillin.

The name of the nobleman? Lord Randolph Churchill... His son's
name’?

Sir Winston Churchill
Someone once said: What goes around comes around.
Worl like you don't need the money.

Love like gou've never been burt.
Dance like nobody's watching.
Sing like nobody's listening.

Live like it's Heaven on Garth.

/And should you decide to pass this on to a friend, bere's...

/n Irish Friendship Wish:
(I hope it works...

May there always be work for gour hands to do;
May gour purse always hold a coin or two;
May the sun always shine on your windowpane;
May a rainbow be certain to follow each raip;
May the band of a friend always be near you;
May God fill your beart with gladness to cheer you;
And may gou be in beaven a
balf bour before the devil knows you're dead.

Author Upknown

A "Dangerous” Financial Strategy That Isn't So Dangerous—continued from page 2

as possible so that they can start building real wealth. Make extra
payments, and the process accelerates. So, is that always the best
strategy?

Well, it depends. You see, if you're careful, you can take ad-
vantage of a financial principle that can help you make later finan-
cial decisions: "the spread".

You see, the lower the rate of interest on your loan and the higher
the average market return (as now, when the market is, in fact
providing excellent returns), the more it makes sense to invest
your extra dollars instead of paying down on your loan. The dif-
ference between a debt and investment rate is known as the
"spread." for example, if market rate of return is 11% and the in-
terest on your student loan is 4%, then, the "spread" is 7% (11%
minus 4%).

Let's look at this in the real world. Madison and Tim each have
$20,000 in student loans which are to be paid over 10 years at 4%
interest. Tim pays his monthly payments of $202 plus an extra
payment of $100 so he can clear that debt ASAP. Which, because
he makes those extra payments, he's out of debt in six years, in-
stead of ten. No more debt now, and Tim actually invests the full
$302 per month that he had been putting towards his debt. Ten
years after graduating, Tim has paid off his school debt and his
investments have grown to $16,728.

Madison does it differently. Instead of paying extra on her loans,
Madison pays only the minimum amount of $202. And now, she
ALSO puts $100 per month (that she could have used to make
extra payments) and she wisely invests it. She does this for ten
years. But, when you look at the math, her investments have
grown to $21,700, beating Tim's return by $4,972.

I've written before about "the time value of money", and this is a
sterling example. That's because, in Madison's case, instead of
making extra payments as Tim did, she invested her money
for a longer period of time. Tim's four years of investment (even
with a larger sum), can't beat Madison's TEN years of (smaller)
investments, because she harnessed the power of compounding
interest.

Oh, and there is one additional reason students might consider
this: Student loan interest, like home mortgage interest, is still
tax deductible (which of course, you KNOW | love). Even under
the new tax law, there is a tax deduction of up to $2,500 for stu-
dent loan interest (as long as you meet some basic requirements).
The tax code is, in effect, helping to subsidize the cost of your
loan. The faster you pay down principle, the faster you lose your
tax deduction, which is one more reason that paying just the mini-
mum may be the best option for some. And, with the savings
from your tax deduction, you have more money to invest at high-
er rates of return.

The monthly payment for a student loan is included into the bor-
rower's debt to income ratio when applying for a loan such as a
mortgage. “If there is no payment being reported, such as they
are still in school or in deferment, then a (presumed) payment
must be calculated,” according to Renee Kemmeter of Kemmeter
Lending. “Some loans require a presumed payment of one-half of
one percent of the loan balance, others use one percent.”

So, yes, this is a "dangerous" strategy. And you should look at the
numbers for YOUR situation. The smaller the spread between
your loan interest rate and the average market return, the less
appealing this strategy becomes.

Plus, there are other important cases to be made, of course, for
working to be debt-free as quickly as possible, especially from a
mental standpoint.

Here's the critical component of this strategy: you must save and
invest your money. If you don't invest the extra money (and you
simply spend it), you would have obviously been better off put-
ting your extra dollars toward the repayment of your loan.

So, consider this carefully. Research your loans, your rates. Make
sure you have an emergency fund, don't get saddled by credit
card debt, and make sure you are handling other financial basics.

But remember: one of the greatest strategies to building
wealth is TIME. Start investing as early as possible, do it
smart ... and don't get scared by "conventional wisdom". %
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Exciting Service Changes (Revisited)

You asked and we listened! In an effort to better serve you and stream-
line our processes, we’ve made a few changes to our systems and proce-
cepted online pay-

dures.
ments using CPA- AN AFFINI OLUTION

Charge. We’re moving to utilize this system for more of our invoicing
and billing procedures.

CPACharge
For several years
now, we have ac-

CPACharge Card Vault:

For our clients who choose to
have us retain their payment in-
formation on file, we will be
sending an email requesting your
payment information to be added o=
to CPACharge’s secure “Card
Vault”. This will prevent your
information from being stored on e

any paper format. The email will look similar to the graphic to the right:
=

Extornal] Please provids your payment information
° dooy 89 . & -

LINDSEY & W

wa nesd rovide # nformation. A3

o are roquasting, warneed you 0 provida your payment infor
Wil b sately storac. anct no charges wil ba made without rotyng you of any

CPACharge Email Invoices:

Many of you have requested to receive your invoices via email. In the
past, we have sent the emails through CPACharge, but sometimes they
get overlooked. We have then mailed a paper copy of the invoice, or
emailed through alternate channels. In order to streamline our process,
we will be sending invoices through CPACharge exclusively, unless you
specifically request a paper copy to be mailed. If you would still like to
mail a paper check to our office, but receive invoices via email, that is
still an option. The email will look similar to this graphic to the above
right, and will contain a link to the invoice and payment button.

External] Invice from Lindsey & Waldo, LLC
Q= R

Lindsey & Waldo LLC

Pioasa find Invoics JOUOOUK attached for taianeounsng sonices. Out irm accopts onling paymaents
ihcugh ths secure portal, You can st mai a chec t our o, I you prater.  you have any quesicas,
e problams with Fra attachasd fa, pibass kit ma know.

Thark you
Kristen Davis:

**Pleast nol - our offios has Moved! Our new address is: 4328 Boulevard Park S Motsle. AL 38608

- Lindsay 8 Walkdo LLC

Aachment
mecsce 107 - 193023 pel

$100.00
[

CPACharge Payments:

We like CPACharge because it offers you the flexibility to pay how and
when you would like for all of our services. When you utilize the online
payment portal, the screen
will look similar to the
graphic to the right: &

Payment Method

Card

eheck

. n
As you can seg, it offers

Card, eCheck, and Pay @ Pt

Later options. If you need ... ..., .
to make payments for our
services, the Pay Later
option is the way to go.

i
affirm!

a1, The process b quick, secure, and you will receive & reak-time decision. Begin by

comgleting tese falds

Again, all of these changes
are designed to make tax
time, and every time, easier for YOU. If you have any questions about
the changes mentioned here, feel free to reach out to our office. You can
also submit suggestions for improvements any time.

We look forward to working with you again this year, and hope you find
these upgrades favorable. >

If and only to the extent that this publication contains contributions from tax professionals who are subject to the rules of professional conduct set forth in Circular 230, as promulgated by
the United States Department of the Treasury, the publisher, on behalf, of those contributors, hereby states that any U.S. federal tax advice that is contained in such contributions was not
intended or written to be used by any taxpayer for the purpose of avoiding penalties that may be imposed on the taxpayer by the Internal Revenue Service, and it cannot be used by any

taxpayer for such purposes. %




