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The IRS has published long-awaited guidance on the tax treatment of virtual currency
transactions, five years after the agency issued its first official pronouncement on
cryptocurrency taxation. 

The October 9 release of Rev. Rul. 2019-24, 2019-44 IRB 1, and FAQ follows IRS
Commissioner Charles Rettig’s recent comments to lawmakers and conference attendees that
they should soon expect guidance addressing the tax treatment of forks as well as specifying
acceptable methods for calculating and assigning cost basis. IRS Chief Counsel Michael
Desmond reiterated the prediction of imminent guidance October 4 at the American Bar
Association Section of Taxation meeting in San Francisco.

Stakeholder groups had urged the IRS to issue new guidance, explaining that many questions
remained unanswered by Notice 2014-21, 2014-16 IRB 938.  

In that March 2014 notice, the agency’s first formal piece of guidance on the topic, the IRS said
that virtual currencies such as bitcoin should be treated as property — rather than as currency —
for federal income tax purposes and that general tax principles regarding property transactions
apply to transactions using virtual currency. 

Despite the lack of comprehensive guidance, the IRS has made enforcement of virtual currency
taxation a priority, including by issuing public reminders on the need to report income from
virtual currency transactions and creating a compliance campaign around the issue. The IRS
has also used its John Doe summons authority to obtain the records of U.S. taxpayers who
conducted virtual currency transactions with Coinbase Inc., the largest U.S.-based bitcoin
exchange. 

The IRS Criminal Investigation division has also ramped up its scrutiny of taxpayers who may
be using virtual currency to commit tax fraud, evasion, and other financial crimes. 
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