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Cryptoassets and Tax

Tax – Basic Treatment
HMRC considers cryptoassets to be a capital asset held for 
investment purposes, meaning that sales or disposals of 
cryptoassets will usually generate a capital gain or loss for 
tax purposes. Capital gains are subject to Capital Gains Tax 
(“CGT”).

Capital gains may occur when you:

• sell cryptoasset tokens

• exchange cryptoasset tokens for a different type of 
cryptoasset token

• use cryptoasset tokens to pay for goods or services

• give cryptoasset tokens away to another person 
(excluding a spouse or civil partner).

The gain on the disposal of cryptoassets are typically the 
cryptoasset value at disposal in £GBP less:

• the cost of purchase

• transaction fees

• advertising for a purchaser or a vendor

Purchases and sales of cryptoassets are “pooled” for tax 
purposes. This removes the need to track gains or losses 
for every transaction individually, as acquisition costs are 
effectively averaged out when calculating the gain or loss 
on each. Each type of cryptoasset must however be kept in 
its own pool.

The specific method of taxation and the amount chargeable 
depends on whether the investment is held by an individual 
or within a structure such as a limited company.

Whether you are looking to purchase your first cryptoasset, or you have already made a jump into cryptoasset investments, 
it is important to understand the quantum and timing of your tax exposure as well as what records you need to keep.

CGT on exchanges
Capital gains chargable to tax can occur not only when 
you “cash in” cryptoassets but also within a cryptoasset 
investment portfolio. Exchanging Bitcoin for Ethereum for 
example, will not avoid a capital gain becoming chargeable 
to tax even though no cash has been withdrawn. 

Moving tokens between wallets however does not 
constitute a disposal where there is no change in beneficial 
ownership.

Individuals
Net cryptoasset gains after the utilisation of any available 
capital losses in the tax year to 5 April should be reported 
on a self-assessment tax return, with any tax due becoming 
payable by 31 January following that tax year end. 

Each individual in the UK is also entitled to an Annual 
Exemption (“AE”) from CGT, the amount of which is £12,300 
for the 2021/22 tax year. Those with smaller cryptoasset 
portfolios might not therefore owe any tax but it may still be 
necessary to report disposals. 
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The AE applies to all net gains (cryptoassets and non-
cryptoassets) however, so this will need to be considered in 
conjunction with any other investments that are disposed 
of in the same tax year.

Once the AE has been exhausted, CGT will be charged on the 
balance of net gains. In the 2021/22, the CGT rate is 10% for 
any amount falling underneath the higher rate tax threshold 
and 20% for amounts above it.

Companies
Disposals of cryptoassets within a company structure will 
be reported on the company’s corporation tax return, and 
any resulting tax will fall due 9 months and 1 day after the 
end of the company’s accounting period.

The gain is chargeable to corporation tax, currently at a rate 
of 19%. Losses from previous sales or from elsewhere within 
the business may be available to offset against the gain and 
reduce the tax. The AE is not available to companies. 

Traders
In some exceptional cases HMRC may consider cryptoassets 
activity to be a trade. Whether the buying and selling of 
cryptoassets amounts to a trade will depend on a range of 
factors including:

• frequency

• level of organisation

• intention

Where activities do amount to a trade, the receipts and 
expenses will form part of the calculation of the individual 
or company’s trading profit and will potentially be subject 
to different types of tax at higher rates and more complex 
compliance issues.

Losses, Lost Keys and Fraud
Where losses arise on disposal of cryptoassets, these may 
be offset against other chargeable gains. Relief may also 
be available by way of a negligible value claim should the 
cryptoasset lose all of its value, or access to it become 
permanently lost as a result of error or fraud.

Record keeping
HMRC state that it is the taxpayer’s responsibility to keep 
separate records for each cryptoasset transaction.

Cryptoasset exchanges may only keep records of 
transactions for a short period, or the exchange may no 
longer be in existence by the time the taxpayer needs to 
report events or calculate tax, therefore it is important to 
keep suitable records of your cryptoasset transactions.

Such records include:

• the type of cryptoasset

• the dates of transactions

• whether they were bought or sold

• the number of units involved

• the value of the transactions £GBP (at the date of the 
transactions)

• the cumulative total of the investment units held

• bank statements and wallet addresses, which may be 
needed in the event of an enquiry or review.

How we can help
If you have a lot of cryptoasset transactions, it might be 
advisable to make use of cryptoasset-tracking software to 
record your gains. A lot of software packages are geared 
towards the US market therefore you must ensure that the 
software you choose is UK-tax compliant.

If you need professional tax advice in connection with a 
cryptocurrency asset, please get in touch with our friendly 
team of advisers.Information correct as of June 2021.


