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Disclosure:

Options involve risk and are not suitable for all investors. For information on the uses and risks of options, you can obtain a copy of the Options Clearing Corporation risk
disclosure document titled Characteristics and Risks of Standardized Options by visiting ibkr.com/occ. Multiple leg strategies, including spreads, will incur multiple transaction
costs.

Futures are not suitable for all investors. The amount you may lose may be greater than your initial investment. Before trading futures, please read the
CFTC Risk Disclosure. For a copy visit your local Interactive Brokers Website.

Any discussion or mention of an ETF is not to be construed as recommendation, promotion or salicitation. All investors should review and consider associated investment risks,
charges and expenses of the investment company or fund prior to investing. Before acting on this material, you should consider whether it is suitable for your particular
circumstances and, as necessary, seek professional advice.

Trading in digital assets, including cryptocurrencies, is especially risky and is only for individuals with a high risk tolerance and the financial ability to sustain losses. Eligibility to
trade in digital asset products may vary based on jurisdiction.

TRADING IN BITCOIN FUTURES IS ESPECIALLY RISKY AND IS ONLY FOR CLIENTS WITH A HIGH RISK TOLERANCE AND THE FINANCIAL ABILITY TO SUSTAIN LOSSES. More
information about the risk of trading Bitcoin products can be found on the IBKR website. If you're new to bitcoin, or futures in general, see Introduction to Bitcoin Futures.

Security futures involve a high degree of risk and are not suitable for all investors. The amount you may lose may be greater than your initial investment.
Before trading security futures, please read the Security Futures Risk Disclosure Statement. For a visit copy your local Interactive Brokers Website.

There is a substantial risk of loss in foreign exchange trading. The settlement date of foreign exchange trades can vary due to time zone differences and bank holidays. When
trading across foreign exchange markets, this may necessitate borrowing funds to settle foreign exchange trades. The interest rate on borrowed funds must be considered when
computing the cost of trades across multiple markets.

The Order types available through Interactive Brokers Trader Workstation are designed to help you limit your loss and/or lock in a profit. Market conditions and other factors may
affect execution. In general, orders guarantee afill or guarantee a price, but not both. In extreme market conditions, an order may either be executed at a different price than
anticipated or may not be filled in the marketplace.

There is a substantial risk of loss in trading futures and options. Past performance is not indicative of future results.
Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray recommendations.

IRS Circular 230 Notice: These statements are provided for information purposes only, are not intended to constitute tax advice which may be relied upon to avoid penalties under
any federal, state, local or other tax statutes or regulations, and do not resolve any tax issues in your favor.

Interactive Brokers LLC is a member of NYSE FINRA SIPC

Interactive Brokers Canada Inc - Is a member of the Canadian Investment Regulatory Organization (CIRO) and Member - Canadian Investor Protection Fund
Interactive Brokers (U.K.) Limited is authorised and regulated by the Financial Conduct Authority. FCA Register Entry Number 208159

Interactive Brokers Ireland Limited is regulated by the Central Bank of Ireland. CBI, reference number C423427

Interactive Brokers Australia Pty. Ltd. - ABN 98 166 929 568 is licensed and regulated by the Australian Securities and Investments Commission AFSL: 453554
Interactive Brokers Singapore Pte. Ltd. - Is licensed and regulated by the Monetary Authority of Singapore. MAS, Licence No. CMS100917

Interactive Brokers Hong Kong Limited is regulated by the Hong Kong Securities and Futures Commission, and is a member of the SEHK and the HKFE
Interactive Brokers India Pvt. Ltd. member: NSE, BSE, SEBI. Regn. No. SEBI Registration No. INZ000217730; NSDL: IN-DP-NSDL-301-2008

Capital you invest is at risk
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Disclaimer

- This information is educational.

- Where specific tax advice is necessary or appropriate, consider a consultation
with a qualified tax advisor.

- Robert A. Green and GreenTraderTax are not affiliated with Interactive Brokers
(IBKR).

- IRS Circular 230 Notice: These statements are provided for information
purposes only, are not intended to constitute tax advice that may be relied
upon to avoid penalties under any federal, state, local, or other tax statutes or
regulations, and do not resolve any tax issues in your favor.
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Description

Join Robert A. Green, CPA, for an in-depth webinar on crypto and digital asset
taxation in 2025. This 60-minute session will cover the latest IRS rules and legislation
impacting investors and traders, including spot cryptocurrencies, Bitcoin and Ether
futures, options on futures, crypto ETFs, stablecoins under the GENIUS Act, tokenized
assets, and NFTs. You'll learn:

- Which digital assets are taxed as property and which qualify for Section 1256’s favorable 60/40
tax rates.

- How wash sale rules may apply to tokenized securities.
- What to expect from the new Form 1099-DA reporting requirements.

- The webinar will also highlight Trader Tax Status strategies, tax accounting methods
for digital assets, and leading accounting software solutions—equipping participants
with the knowledge to stay compliant and optimize tax outcomes in 2025.



DIGITALASSETS TAX TREATMENT
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Spot Cryptocurrencies

- Direct ownership of coins like Bitcoin (BTC) or Ethereum (ETH), purchased via
exchanges or wallets, is taxed as property under IRS Notice 2014-21.

- Capital gains/losses are realized upon sale or exchange.

- Not subject to wash sale rules, enabling immediate repurchase for tax-loss
harvesting.

- The Section 475 MTM election is not available, even for trader tax status
(TTS), as Section 475 only applies to securities and/or commodities (futures).


https://www.irs.gov/individuals/international-taxpayers/frequently-asked-questions-on-virtual-currency-transactions
https://www.irs.gov/individuals/international-taxpayers/frequently-asked-questions-on-virtual-currency-transactions
https://www.irs.gov/individuals/international-taxpayers/frequently-asked-questions-on-virtual-currency-transactions
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Bitcoin & Crypto Futures (CME)

- CME Bitcoin (BTC) and Ether (ETH) futures are regulated, cash-settled
futures contracts (RFCs) traded on a U.S. Qualified Board or Exchange (CME
Group). They settle in cash, not the actual digital asset.

- Qualify for Section 1256 tax treatment — 60% long-term / 40% short-term
capital gains, MTM annually on Form 6781 — and are exempt from wash sale
rules.

- Example: $100,000 of gains on futures taxed at a 26.8% (top 60/40 blended
tax rate) vs. 37% (top ordinary tax rate) results in a savings of $10,200
(10.2%).
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Bitcoin & Crypto Options on Futures (CME)

- Options on CME-listed Bitcoin/Ether futures (including Micro BTC and Micro
ETH) qualify for Section 1256 as non-equity options listed on a QBE:

- 60/40 capital gains, MTM annually, no wash sale rules.

- Only options traded on a QBE in the U.S., like the CME, qualify for Section
1256 treatment.

- Options traded on offshore platforms or non-regulated exchanges do not.
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Bitcoin Futures ETFs (e.g., BITO) (1/2)

- Structured as Regulated Investment Companies (RICs), these ETFs invest
primarily in CME Bitcoin futures.

- Investors hold ETF RIC shares (securities) rather than direct futures positions.

- The ETF itself marks to market under Section 1256, resulting in a 60/40 gain
split at the fund level.

- The investor indirectly benefits from the lower 60/40 tax treatment in the 1099-
DIV’s allocation of short-term and long-term capital gains.

- The investor doesn’t file Form 6781 on these RIC shares.
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Bitcoin Futures ETFs (e.g., BITO) (2/2)

- Bitcoin futures ETFs, structured as RICs (e.g., BITO), are securities for tax
purposes and, therefore, are subject to wash sale loss rules, which can
disallow losses when repurchased within 30 days.

- While the underlying CME Bitcoin futures are regulated futures contracts on a
QBE, the ETF RIC “wrapper” changes the classification to RIC, a security.
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Spot Bitcoin ETFs (e.g., IBIT, FBTC)

- Structured as exchange-traded grantor trusts, it's a look-through vehicle.

- The underlying asset is considered property, so capital gains/losses are
realized upon sale, with no wash sale rule or application of Section 475.

- This means that when you own shares in these exchange-traded grantor
trusts, you hold a direct, proportionate interest in the underlying asset—bitcoin
held in custody by the trust.

- Tax-wise, it's similar to buying and selling spot Bitcoin (property).
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Tokenized Assets

- Digital representations of real-world assets (such as stocks, bonds, real estate, or
commodities) issued and tracked on a blockchain.

- The legal and tax treatment of these assets depends on whether they qualify as
regulated securities under U.S. law.

- SEC-registered tokenized securities are subject to wash sale rules (or Section 475 for
TTS traders only).

- In contrast, unregulated tokens are treated as property and not subject to wash sale
rules or Section 475.

- The 2025 Form 1099-DA includes guidance on tokenized securities and wash sale
tracking.
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Tokenized digital assets in real estate

St. Regis Aspen Resort — Colorado, USA

In 2018, the St. Regis Aspen Resort launched a tokenized real estate offering
through Aspen Digital, selling security tokens backed by equity in the luxury
hotel.

Investors could purchase digital shares via blockchain rather than traditional
real estate shares.

Aspen Digital Token (“Aspen Coin”)
Ticker: ASPD

Represents ownership in the St. Regis Aspen Resort via an asset-backed
security token on platforms like tZERO and Tezos.
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Stablecoins

- Stablecoins are a category of digital assets designed to maintain a stable

value by pegging to an external reference, most commonly the U.S. dollar
(USD).

- Unlike cryptocurrencies such as Bitcoin or Ether, which can be highly volatile,
stablecoins aim to provide price stability—making them useful for payments,
remittances, and as a bridge between digital assets and fiat currency.

- They are treated as property for tax purposes.
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Examples of Stablecoins

- Tether — USDT

- USD Coin — USDC

- DAI — DA

- Ethena USD — USDE

- PayPal USD - PYUSD

- These stablecoins are widely used for trading, payments, and liquidity across
DeFi and traditional platforms.

- Many are backed by U.S. dollars or high-quality collateral, offering relative
stability in volatile markets.
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The GENIUS Act Affects Stablecoins

- The GENIUS Act, signed into law on July 18, 2025, creates the first federal
framework for U.S. payment stablecoins.

- It limits issuance to approved banks and regulated entities, requires a 1:1
reserve in dollars or Treasuries, and mandates AML/KYC compliance.

- Holders gain bankruptcy protections, while compliant stablecoins are
expressly excluded from being treated as securities or commodities.

- Full implementation awaits further Treasury and OCC rulemaking, but the Act
delivers long-awaited clarity for stablecoin markets.
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Staking, Mining, Airdrops, Hard Forks

- Staking earns rewards for validating proof-of-stake
- Mining earns coins for proof-of-work
- Airdrops distribute free tokens

- Hard forks create new coins

- Ordinary income at FMV when received and when the taxpayer has dominion
and control.

- Later sales produce capital gains and losses.
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Crypto Lending & Interest

- Lending via DeFi or centralized platforms generates ordinary income when
received.

- Repayment in crypto may result in capital gains or losses if the value changes.
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Pypenary Table

Spot
Cryptocurrency

Bitcoin/Crypto
Futures

Bitcoin Futures
ETFs

Spot Bitcoin
ETFs

Tokenized
Assets

CME Options

Stablecoins

Example(s)

BTC, ETH

CME BTC,
CME ETH

BITO

IBIT, FBTC

Tokenized
stocks, bonds

CME BTC/ETH
options

USDC, USDT
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Structure

Direct
ownership

Regulated
futures on QBE

RIC investing
in CME futures

Grantor trust

Depends on
regulation

Non-equity
options on
QBE

Pegged to Fiat

Tax Treatment

Property — cap
gains/losses

60/40, MTM,
Form 6781

Fund-level
60/40 / 1099-
DIV

Property —
gains/losses

Securities:
wash sale;
Property:
capital
gains/losses

60/40, MTM,
Form 6781

Property —
gains/losses

Wash Sale
Rules

No

No

Yes (security)

No

Varies

No

No

Section 1256
Eligible

No

Yes

Indirect only

No

Varies

Yes

No



COMPLIANCE HIGHLIGHTS
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Compliance Highlights

- Section 60501 $10K Receipt Reporting: Implementation delayed.

- Tax Return Question: Required on Forms 1040 and 1120-S. Whether they
received (as a reward, award, or payment for property or services), or sold,
exchanged, or otherwise disposed of a digital asset (or a financial interest in a
digital asset).

- Worthless/Abandonment Losses: Must have a sale or abandonment for
deduction. Section 165 is for securities only, not property.



2025 IRS FORM 1099-DA
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Broker Reporting (Form 1099-DA)

- IRS/Treasury finalized digital-asset broker rules in mid- and late-2024.

- Brokers must report gross proceeds for 2025 transactions on the 2026 Forms
and the cost basis for 2026 transactions on the 2027 Forms.

- These rules apply to custodial platforms, specific hosted wallets, kiosks, and
PDAPs

- Non-custodial broker rules will be addressed separately.
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IRS Form 1099-DA

- Box 1i addresses wash sale loss disallowed on securities, and WSL rules
currently do not apply to property.

- If the asset is a tokenized security that meets the definition of a “security”
under Section 1091, then wash sale losses may be applicable.

- WSL also applies to Bitcoin Futures ETFs taxed as RICs, a security.
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TRADER TAX STATUS
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Trader Tax Status & Section 475

- Digital asset traders are eligible for Trader Tax Status (TTS), which allows business expense
treatment.

- A Section 475 ordinary gain or loss election is available to TTS traders in securities and
commodities (Section 1256 contracts). Most futures traders prefer to retain lower 60/40 tax
rates without Section 475.

- Section 475 is not available on property, which includes spot cryptocurrencies, spot
cryptocurrency ETFs, and stablecoins.

- Section 475 is helpful for securities to avoid wash sale losses, the capital loss limitation, and
QBI deductions.

- Some digital assets are securities, including Bitcoin futures ETFs structured as RICs. Certain
tokenized assets may also be classified as securities if they meet SEC criteria.
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Green’s Trader Tax Status Qualification App

green)
Trader Tax Status Qualification App

[] Do you make 60+ trades per month?

[ Do you trade 4+ cays per week (75% frequency)?

[ i your average hoiging period under 31 days?

["] [ Do you intend to operate 8 business and make a living from trading?
Did you trade for most of the year?

Do you spend 4+ hours per trading day an your trading business?

Do you avaid lonq breaks in your trading throughaut the year?

| Do you maintain business opesations (office, tools, education)?

Do you maintain an account balance of $25,000+ in a 1axable account? (POT rule)
& Disqualitying Critaria
| Do you rely on an outsige-developed avtomated trading system?
Do you rely on @ trade copying service?

Do you rely on @ money manager to make irades far you?

| Do you trade mastly in reficement accounts?

ey -

Explore Trader Tax Status

1B Trading Business Expenses

1B Teader Tax Status: How To Qualdy

B Tracer Tax Status Guaification App

B Section 475 MTM Acsounting

B Health insurance & Aetirement Plan

Cantributions

Explore Trader Tax Status

1B Traging Business Expanses

B Trader Tax Status: tow To Qusiily

1B Trader Tax Status Gualification App

1B Section 475 MTM Accounting

1B Healh Insurance & Reticemest Plan
Contributions

& Related Blog Posts

Trader Tax Staties Domystied: Quality, Save,
and Sueceed
B o

By: Mokt Giean On: 01,0928

How Ta Be Eligitie For independent Contractor
Tax Status

B More

O oo

O

=

Trader Tax Status
Qualification App

About L

18 Do you make 60+ trades per month?
18 Do you trade 4+ days per week (T5% frequency)?
[ Is your average holding period under 31 days?

Do you intend 1o operate & business and make a
living from trading?

Did yau trade for most of the year?

Do you spend 4+ hours per trading day on your trading
business?

Do you avaid lang breaks in your Wading ihroughout
the year?

Do you maintain business aperaftions (office, tools,
education)?

Do you maintain an account balance of $25,000+ ina
taxable account? (POT rule)

® Disqualifying Criteria

Do you rely an an outside-developed aulomated
trading system?


https://greentradertax.com/trader-tax-center/trader-tax-status/trader-tax-status-qualification-app/
https://greentradertax.com/trader-tax-center/trader-tax-status/trader-tax-status-qualification-app/

DIGITALASSET TAXACCOUNTING
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Taxable Events for Digital Assets (1/2)

Taxable income, gains, or losses can result from:

- Selling for fiat currency (e.g., Bitcoin for U.S. dollars)
- Exchanging for property, goods, or services (e.g., buying a car with Bitcoin)
- Swapping one digital asset for another (e.g., Bitcoin for Ether)

- Receiving digital assets as payment (e.g., selling consulting services for
Bitcoin)
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Taxable Events for Digital Assets (2/2)

- Acquiring new assets through hard forks (e.g., Bitcoin Cash). Note: a hard fork
alone, without an airdrop, does not trigger income recognition.

- Earning through mining or staking (e.g., staking rewards for proof-of-stake;
mining coins for proof-of-work)

- Receiving assets via an airdrop (e.g., distribution of free tokens)

- Any other disposal of a digital asset interest.
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Determining Basis & Amount Realized For Digital Assets

- Determining Basis

The basis of purchased or exchanged digital assets is generally the amount paid or
the FMV of property received, plus any allocable transaction costs.

- Assets received for services have a basis equal to the FMV of those services.

- Amount Realized
The amount realized includes cash received, FMV of property or debt instruments
received, and FMV of services received, less allocable transaction costs.

- Using digital assets to pay these costs is an additional taxable disposition.

- FMV is measured at the date and time of the exchange or disposition.
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Digital Asset Transaction Costs

- Transaction costs—fees, transfer taxes, commissions, and similar amounts—
add to the basis when acquiring an asset and reduce the amount realized
upon disposition.

- For asset-for-asset trades, all costs are allocated to the disposed asset.
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Accounting Method For Digital Assets

- Specific identification is allowed if you can substantiate the basis of units sold.

- |dentification can be made using unique digital identifiers or detailed transaction
records showing acquisition and disposition dates, basis, FMV, and proceeds.

* FIFO (first-in, first-out) and LIFO (last-in, first-out) are also acceptable if applied
consistently.

- Changing an accounting method typically requires consent from the IRS, which can be
obtained by filing Form 3115.
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Wash Sale Losses On Securities

- Cryptocurrencies and other digital assets are generally exempt from wash sale
(WS) loss rules on securities because they are treated as property.

- With WS on secuirities, there can be deferred losses if a substantially identical
security is repurchased within 30 days before or after the sale date.

- However, tokenized securities regulated by the SEC, as well as Bitcoin
Futures ETFs structured as Registered Investment Companies (RICs), are
securities subject to wash sale rules.

- Digital asset futures and options on those futures listed on the CME are
Section 1256 contracts with MTM built in, so there are no wash sales.



8/20/25 Copyright 2025 @ GreenTraderTax.com

Like-Kind Exchanges (Pre-2018)

- IRS Legal Memorandum 202124008 concluded that bitcoin, ether, and litecoin
are not like-kind property under IRC Sec. 1031.

- After 2017, like-kind exchange rules apply only to real property.

- Our firm warned against using like-kind exchanges for crypto—and we were
correct.
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Nonfungible Tokens (NFTs)

- NFTs, representing items like collectibles, art, or in-game assets, are generally
taxed as property, with gains or losses recognized at sale or exchange.

- Some NFTs may be subject to the 28% collectibles rate.

- Active trading by professional traders is rare, but tracking basis, holding
period, and applicable rates is essential.
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No Loss Deduction for Cryptocurrency’s Substantial
Decline in Value

- Cryptocurrencies do not qualify as securities under IRC Sec. 165(g)(2), so the
capital loss deduction for worthless securities does not apply.

- In CCA 202302011, the IRS addressed this issue for crypto with substantial
value declines.
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IRS Resources

The IRS provides a dedicated Digital Assets page with reporting guidance and
FAQs.

Visit www.irs.gov and search for “digital assets.”



https://www.irs.gov/
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Using Software for Compliance

- Tax-compliant accounting software for U.S. taxes can help traders and
investors download transactions from all wallets, exchanges, and other
iIntermediaries, ensuring complete and accurate reporting.

- See our blog post Digital Asset Tax Accounting and scroll down to:.

- Digital Asset Tax Accounting Software Solutions

- Comparing Digital Asset Tax Accounting Software Solutions

- Practical Tips for Importing Digital Asset Transactions

- Best Practices for Digital Asset Data Reconciliation and Audit Preparation
- Digital Asset Audit Readiness: Preparing Before the IRS Knocks


https://greentradertax.com/digital-asset-tax-accounting/
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Contactus: GNM

GREEMN, NEUSCHWANDER & MANNING, LLC

- Thank you for attending this Webinar or watching the recording. Visit
www.GreenTraderTax.com for additional information.

- Sign up for Special Content and Invitations!

- Please email your questions to info@gnmtradertax.com.

- For consultations, tax compliance (preparation) services, and trade
accounting, consider Green, Neuschwander & Manning, LLC.
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—

N Magagzine-style paperback and e-guide
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We guarantee this guide will save you lots of tax money
and/or help you avoid pitfalls and errors in your tax filings.

More >

WWW.GREENTRAD By ROBERT A. GREEN, CPA

Learn more and purchase the guide.
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