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CURRENT PROBLEMS OF TAXATION OF CRYPTOCURRENCY TRANSACTIONS

Anomauisa.

Y cmammi 30iticneno ananiz mischapoono2o 00ceidy onodamkysanis onepayitl 3 kpunmoganiomoro. Ha npu-
xknaoi Jlanii, Ecmonii, [llseiyapii, Beauxoopumanii, CIIIA ma inwux kpain 3 8UCOKUM Pi6HEM eKOHOMIUHO20 PO-
36UMKY NPOAHANIZ08AHO OCHOBHI NIOX00U 00 NPABOBO20 Pe2yN08AHHA ONEPayill 3 KPURMOBAII0MoI0 ma ix onooa-
MKY8auHs. Po32/siHymo nepcnekmusu 8pezyno8ants npago8o20 Cmamycy Kpunmoeantom 6 Ykpaiuni ma oCHOBHI
8UOU onepayill 3 KPUNMOBATIOMOI0, 00X00U 8i0 AKUX MOAICYMb CMAMU 00 €Kmom onooamxysans. 30ilicHeno
aHAi3 NPOEKMIB 3aKOHO0ABUUX AKMI8 NPo 6Hecentsl smin 00 Tlodamkosoco kodekcy Yipainu woodo onodamxy-
BAHHs Onepayili 3 GIpMYanbHUMU AKMUBAMU.

Abstract.

The article analyzes international experience of taxation of cryptocurrency transactions. The main ap-
proaches to the legal regulation of cryptocurrency transactions and their taxation are analyzed on the example of
Denmark, Estonia, Switzerland, Great Britain, the USA and other countries having a high level of economic de-
velopment. Prospects for regulating the legal status of cryptocurrencies in Ukraine and the main types of crypto-
currency transactions, the income from which may be subject to taxation, are considered. Analysis of draft legis-
lative acts on amendments to the Tax Code of Ukraine on the taxation of transactions with virtual assets is carried
out.



http://www.irbis-nbuv.gov.ua/cgi-bin/irbis_nbuv/cgiirbis_64.exe?Z21ID=&I21DBN=UJRN&P21DBN=UJRN&S21STN=1&S21REF=10&S21FMT=JUU_all&C21COM=S&S21CNR=20&S21P01=0&S21P02=0&S21P03=IJ=&S21COLORTERMS=1&S21STR=EJ000145
http://www.irbis-nbuv.gov.ua/cgi-bin/irbis_nbuv/cgiirbis_64.exe?Z21ID=&I21DBN=UJRN&P21DBN=UJRN&S21STN=1&S21REF=10&S21FMT=JUU_all&C21COM=S&S21CNR=20&S21P01=0&S21P02=0&S21P03=IJ=&S21COLORTERMS=1&S21STR=EJ000145
https://zakon.rada.gov.ua/laws/show/436-15#Text
https://zakon.rada.gov.ua/laws/show/436-15#Text
https://doi.org/10.24412/2520-6990-2021-693-30-37

«COLLOQUIUM=JOURNAL» #4(93), 2021 / ECONOMIC SCIENCES 31

Knrwuosi cnosa. Bipmyansui akmugu, 00xoou, Kpunmoseanioma, onepayii 3 Kpunmosairomoro, nooamox, ono-

0amKy8aHHs.

Keywords. Virtual assets, income, cryptocurrency, cryptocurrency transactions, tax, taxation.

In modern tax law, the problem of taxation of in-
come from cryptocurrency transactions remains one of
the most controversial issues among the domestic sci-
entists as well as in the international community. The
popularity of cryptocurrency is growing rapidly, de-
spite the fact that the legal status of cryptocurrency re-
mains uncertain not only in Ukraine but in the world as
well. At the same time, production, purchase and sale,
circulation, storage of cryptocurrency are not prohib-
ited by law. The state is interested in the legal regula-
tion of the cryptocurrency market, because it generates
income that can be taxed and bring tax revenues to the
state and local budgets.

The emergence of cryptocurrency requires a revi-
sion of organizing money circulation, which radically
changes the attitude to taxes in their classical doctrinal
sense, because the functioning of cryptocurrency is
based on a decentralized mechanism of issuance and
circulation. Therefore, the question of the moment of
emergence of the object of taxation under decentralized
cryptocurrency issue is relevant: immediately after cre-
ation or postponed under the subsequent exchange or
payment for goods and services. All of the above deter-
mines the urgency of solving problems related to the
taxation of cryptocurrency transactions.

The science of financial law lacks comprehensive
research on the problem of taxation of cryptocurrency
transactions. Some issues of cryptocurrency taxation
have been studied by the domestic researchers V. Vo-
robets, D. Kobylnik, O. Kreminskyi, A. Ovcharenko, S.
Prokopenko, A. Tymoshenko, P. Fenenko and others.
Considering the active formation of cryptocurrency
markets, development of cryptocurrencies, growth of
transactions for the purchase and sale of cryptocurren-
cies in Ukraine as well as the lack of legislation, the
problem of cryptocurrency taxation is relevant and
needs a detailed study.

The market of virtual assets in Ukraine is quite de-
veloped and has significant turnover even on a global
scale, but it is mostly concentrated in the grey area,
which creates potential risks for both the state and for
business as well as ordinary citizens. It is obvious that
our budget loses a significant part of revenues from the
crypto industry. After all, according to the Ministry of
Digital Transformation, Ukraine has very high perfor-
mance indices in the market of virtual assets, and the
Ukrainian community of block chain developers is one
of the largest in the world. The Ministry of Digital
Transformation and the international crypto company
Binance signed a memorandum of cooperation in No-
vember 2019. The parties agreed to work together to
create a comfortable environment for the development
of the crypto industry in Ukraine. One of the steps was
the opening of an account in one of the Ukrainian banks
for the world’s largest crypto trading platforms Binance
in January 2020. According to the Ministry of Digital
Transformation, the next step of the state is to regulate
the issue of taxation of cryptocurrency transactions

[17]. The relevant draft law was submitted to the par-
liament by the parliamentary association Block-
chain4Ukraine. It has already been approved by the
Verkhovna Rada Committee on Digital Transformation
and is being considered by other parliamentary com-
mittees.

It is important to note that Ukraine does not re-
ceive significant funds at the level of the state and local
budgets due to the lack of legal regulation of taxation
of transactions with virtual assets and a significant ac-
tual number of such transactions. According to rather
approximate estimates, the citizens of Ukraine own
cryptocurrencies and other virtual assets that are nearly
UAH 98.7 billion worth. According to experts, legal
regulation of transactions with virtual assets and their
taxation would allow to attract at least UAH 1.27 bil-
lion annually to the state budget [24].

The main problem of taxation of cryptocurrency
transactions is the uncertainty of its legal status. Cur-
rently, income from cryptocurrency transactions is de-
clared, and it is indicated in the declaration in different
ways (funds, property), which causes difficulties with
taxation, accounting, abuse by regulatory authorities,
and creates opportunities for tax evasion.

Activities related to cryptocurrency include its ex-
traction (mining), storage, payment for goods and ser-
vices, exchange for fiat money. In the international
practice, there are no uniform approaches to determina-
tion of the content of these activities, its legal regulation
and taxation. The latter is carried out either on a general
basis (considering transactions for tax purposes with
“cryptocurrencies”, “tokens” as property transactions),
or they are subject to a regime equivalent to the taxation
of legal tender (for cryptocurrencies), financial instru-
ments, including securities (for token assets), if the
specified “virtual assets” fall under the regulation of
relevant special legislation (on electronic money, on se-
curities, etc.) by their characteristics.

As for the legalization of cryptocurrencies, differ-
ent countries have rather different attitude to this issue.
Nowadays, tax authorities of different countries are try-
ing to impose taxes on the transactions related to cryp-
tocurrencies, and the theoretical justification of tax
mechanisms, as a rule, “follows” the practice, and it is
going to be widely implemented only in the near future.
Cryptocurrency transactions are officially allowed in a
number of countries. They are usually considered as a
commodity or investment asset and regulated by rele-
vant laws.

Among the EU countries, Switzerland is the most
favorable one for the circulation of cryptocurrency in
terms of its legal regulation. In Switzerland, cryptocur-
rency transactions are legal. In August 2019, the Swiss
Federal Tax Administration (FTA) published a working
paper on the tax regime of cryptocurrencies and 1CO
for the purposes of wealth, personal income and corpo-
rate income tax, as well as for withholding tax and
stamp duty [7].
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Exemptions from VAT are applied to transactions
with payment tokens in Switzerland (purchase or sale).
The VAT regime for the sale of cryptocurrencies and
food tokens in Switzerland will generally correspond to
the VAT regime specific to the sale of an asset. For in-
dividuals, federal and almost all cantonal rates are pro-
gressive. The federal rate varies from 0 to 11.5%, while
the cantonal rate ranges within 0-34.5%

If an employee receives salary in cryptocurrency,
he receives taxable income from work. This income
from employment is considered to be realized at the
time of cryptocurrency receipt (i.e. not only at the time
of its exchange for fiat money). Capital gains on private
assets are not taxed. Capital gains on business assets are
subject to income tax (corporate) at standard tax rates,
depending on the canton/municipality [18].

Estonia remains one of the most attractive coun-
tries for the crypto industry. Under Estonian money
laundering and terrorist financing legislation, crypto-
currency means “a value presented in digital form that
can be digitally transmitted, stored or sold and which is
accepted by the individuals and legal entitites as a pay-
ment instrument, although it is not a legal tender”.

There is no special regime for cryptocurrency tax-
ation in Estonia. As in most countries of the world, and
in particular in the EU, income tax is not applied to any
transactions on cryptocurrency exchange. In Estonia,
corporate tax is paid only in the case of profit distribu-
tion and withholding tax, and the first financial report
is submitted within six months after the end of the first
full financial year [6].

The UK also does not have special UK tax laws.
Transactions with cryptocurrencies are taxed on a gen-
eral basis. Receiving a salary in cryptocurrencies will
be considered as “monetary value”. Income tax will be
paid according to the sterling value of the cryptocurren-
cies at the time of receipt. Income from trading on a
cryptocurrency exchange is subject to income tax.
Cryptocurrency mining is taxed as trading income or
“miscellaneous income” [5].

There is similar situation with the taxation of cryp-
tocurrency transactions in Denmark. Denmark does not
have a special law on cryptocurrencies, and income
from cryptocurrency transactions is taxed under the
Danish National Tax Law of 1922. According to the de-
cisions of the Danish Tax Council, the official clarifi-
cations on the taxation of virtual currencies were ap-
proved in 2017-2020. Thus, purchase/selling of virtual
currency is not taxed. Income from the sale of assets is
generally not taxed unless it is considered as the income
from speculation or professional trading in assets. The
individual who realizes income from virtual currencies
should include income as personal income that is sub-
ject to taxation at a marginal rate of approximately 52
percent. And vice versa, the losses incurred can be de-
ducted. However, the tax value of the loss will be sig-
nificantly lower (approximately 26 percent) than the
marginal tax rate applicable to income. If a Danish
company buys and sells virtual currencies, net income
will be taxed at the standard corporate income tax rate
of 22 percent.

Thus, according to the decision of the Danish Tax
Council of January 8, 2019, income from mining virtual

currencies as a hobby is taxed on each virtual currency
provided by mining. Income from the resale of virtual
currencies will also be taxed. Only the difference be-
tween the incurred expenses and the value of the pro-
vided virtual currency or the profit realized at resale
will be taxed. For example, mining is subject to Danish
corporate income tax at the rate of 22 percent of net in-
come. According to the decisions of the Danish Tax
Council, Denmark’s practical position is based on the
fact that income from the purchase and sale of bitcoins
is subject to Danish tax. If the investor is an individual,
the income is almost certainly income from specula-
tion, and hence it is subject to a marginal tax rate of
about 52 percent [1].

The US Internal Revenue Service (IRS) is the
most active tax regulator in the crypto industry in the
world. In 2014, the IRS published the instruction,
which defines cryptocurrency as property, and transac-
tions with it (including mining) must be taxed. Accord-
ing to this document, wages paid to employees in cryp-
tocurrency are subject to the Federal Income Tax With-
holding and Payroll Taxes; payments in digital
currency for the services of a counterparty under a civil
law contract are also taxed; the nature of the income or
loss on the sale or exchange of cryptocurrency depends
on whether the virtual currency is the taxpayer’s prin-
cipal asset. Information on payments in cryptocurrency
must be submitted to the appropriate authorities. In-
come received by the individual in cryptocurrency and
other objects of taxation must be declared in dollars
[21].

In July 2019, the IRS issued a report on tracking
traders who evade cryptocurrency income taxes. And
on October 10, 2019, the IRS published an updated in-
struction on calculating taxes for owners of cryptocur-
rency assets. Thus, the new instruction addressed the
issues of taxation of virtual currencies obtained as a re-
sult of hardforks; the issues of determining the basic
value of cryptocurrency as income; the issues of calcu-
lating taxable income when selling cryptocurrencies.
At the same time, the IRS issued an updated form of tax
return for US taxpayers, which included a mandatory
issue concerning cryptocurrency.

According to the experts, the IRS is actively work-
ing on tax regulation of the US cryptocurrency market,
“the approach chosen by the regulator can be described
as imperative, the regulator acts firmly and consist-
ently, while not allowing relaxations concerning a new
area of regulation. It should be noted that the practice
of the American tax regulator is probably observed in
many countries around the world. Models and practices
that are currently used in the US will probably soon be
applied in other countries” [21].

In Japan, after the amendments to the current tax
legislation in 2017, consumption tax cannot be levied
on cryptocurrency transactions if the relevant crypto-
currencies are legalized by the Japanese law (for exam-
ple, bitcoin). In addition, the National Tax Agency of
Japan has announced that profits from the sale or use of
cryptocurrencies will be treated as miscellaneous in-
come, so that profits from the sale or use of cryptocur-
rencies cannot be offset by the losses incurred else-
where [21].
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In Germany, cryptocurrency is equated to legal
tender if it is used by transaction participants as an al-
ternative contractual and immediate method of pay-
ment. In Israel, cryptocurrencies are subject to capital
gains tax paid by private investors at the rate of 25%;
value added tax of 17% is paid by the cryptocurrency
exchange; the activities of traders and miners are also
subject to value added tax of 17% [27, p. 7].

Thus, today in most countries having high eco-
nomic development, cryptocurrency is not subject to
VAT and sales tax. As a rule, operations with crypto-
currency are subject to capital gains tax, corporate tax,
and personal income tax. In some countries, when tax-
ing cryptocurrency transactions, full rates of general
taxation are applied while in others reduced rates or
partial taxation are applied, and special tax conditions
are established [9, p.60].

However, in general, there can be distinguished
the following approaches to the taxation of cryptocur-
rency transactions:

- mining or purchase/sale of cryptocurrency can be
recognized as the fact of obtaining taxable income,
which is measured at fair market value regardless of
sales (USA, Spain, Japan, Israel), with subsequent tax-
ation of capital gains;

- setting of a tax-free minimum for activities “for
personal purposes” (as, for example, in Sweden,
France, Australia);

- recognition of capital gains as an object of taxa-
tion only when exchanging cryptocurrencies for fiat
money and establishing benefits in the case of long-
term investment or a small volume of transactions (Ger-
many, Singapore, Brazil).

Ukraine has already taken a number of important
steps in order to determine the legal status of virtual as-
sets. Thus, on April 28, 2020, the Law of Ukraine “On
Prevention and Counteraction to Legalization (Laun-
dering) of Proceeds from Crime, Terrorism Financing
and Financing of Proliferation of Weapons of Mass De-
struction” came into force being an important COmpo-
nent of legalization of the virtual assets market. For the
first time, the concept of virtual assets has been defined
by this document at the legislative level. Thus, a virtual
asset is a digital expression of value that can be traded
in digital format or transferred, and which can be used
for payment or investment purposes [11].

The law also stipulates that virtual assets have be-
come the object of financial monitoring, and the thresh-
old of financial transactions in the form of virtual assets
has risen to UAH 400,000. In particular, control should
be exercised over any individual or legal entity (cryp-
tocurrency exchange offices, cryptocurrency ex-
changes, etc.) who provides services to another individ-
ual or legal entity on the exchange, transfer, storage
and/or administration of virtual assets or instruments
that enable to control virtual assets, as well as partici-
pate in the provision of financial services related to the
issuer’s offer and/or sale of virtual assets. Such service
providers are classified by law as specially designated
subjects of financial monitoring and, therefore, acquire
certain responsibilities, for non-fulfillment of which
they are to be fined [11].

Currently, the requirements of Law No 361-1X on
virtual assets are not met, because the basic law that
would determine the legal status of virtual assets and
the status of service providers related to the circulation
of virtual assets has not been adopted. Thus, the activi-
ties of service providers related to the circulation of vir-
tual assets are currently not regulated by law.

Another important step was the adoption in the
first reading of the Law of Ukraine “On Virtual Assets”
[25], which is to be applied to legal relations arising due
to the circulation of virtual assets in Ukraine. The law
defines the rights and obligations of participants of the
virtual assets market and the principles of state policy
in the field of virtual assets.

Legal regulation of relations arising in the field of
circulation of virtual assets; provision of legal mecha-
nisms for taxation of income received from transactions
with virtual assets; legal guarantees of protection of
property rights of crypto business participants; regula-
tion of the activities of professional participants of this
market; provision of the mechanisms for controlling the
circulation of virtual assets that can be used to legalize
(launder) proceeds of crime, terrorist financing and fi-
nancing the proliferation of weapons of mass destruc-
tion, attraction of foreign investment — these are the
main tasks of the legislator [23].

According to the Ministry of Digital Information,
the issue of income tax return will be resolved by
amending the Tax Code of Ukraine [17]. Currently, the
Verkhovna Rada has registered “Draft Law on Amend-
ments to the Tax Code of Ukraine and Some Other
Laws of Ukraine on Taxation of Transactions with
Crypto Assets” developed by the blockchain commu-
nity, Inter-Factional Deputies’ Association ‘Block-
chain4Ukraine’, and Office for Effective Regulation
‘BRDO’ [26]. According to the bill drafters, the with-
drawal from the shadow market of a large volume of
transactions related to virtual assets (including the most
common  cryptocurrencies  Bitcoin,  Lightcoin,
Ethereum, etc.) will replenish the state budget by at-
tracting a radically new type of income of individuals
and legal entities, namely the transactions with virtual
assets. The adoption of this law will provide conditions
for the operation of the virtual assets market in accord-
ance with the legislation of Ukraine taking into account
the balance of interests of entities engaged in transac-
tions with virtual assets and the state, which will re-
ceive additional tax revenues from transactions with
virtual assets.

The draft law contains definitions of basic terms
related to transactions with virtual assets. Thus, a vir-
tual asset is defined as a special type of property that is
a digital value created, accounted for and disposed of
electronically. Virtual assets include cryptocurrencies,
token assets, and other virtual assets.

Crypto asset is defined as a type of virtual asset in
the form of token that is created, accounted for and dis-
posed of in a distributed registry and does not certify
property and/or non-property rights of the crypto as-
set’s owner. And a cryptocurrency transaction is an op-
eration on the sale of cryptocurrencies, tokens and other
virtual assets (Article 1).
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The draft law defines the features of cryptocur-
rency taxation in Ukraine, in particular, the following
tax parameters are proposed:

- 5 percent — the rate of tax on income or income
of individuals from the investment income obtained
from the sale of cryptocurrencies, which is set for a
transitional period of 5 years (until 2025);

- investment income from cryptocurrency opera-
tions is calculated as a positive difference between the
income received by the taxpayer from the sale of the
cryptocurrency and its value, which is determined from
the amount of documented costs for the acquisition of
such cryptocurrency or for the creation of such crypto-
currency;

- operations on the sale of cryptocurrencies are not
subject to value added tax (including exemption from
import VAT of operations on import of mining equip-
ment into the customs territory of Ukraine);

- profits of enterprises from operations with virtual
assets will be taxed at the base rate of 18% since Janu-
ary 1, 2024,

- the tax is planned to be collected only in case of
withdrawal of funds in fiat money or when buying
goods and services. It will comprise 5% of the differ-
ence between the selling price of the token and the doc-
umented purchase price (or mining cost) [26].

The draft law provides a mechanism for determin-
ing the financial result of cryptocurrency transactions
(Article 3), and defines the system of calculating invest-
ment income from cryptocurrency transactions as a
positive difference between the income received by the
taxpayer from the sale of cryptocurrencies and its value.
Transactions on the exchange of crypto assets for other
objects of civil law, other than cryptocurrencies, “are
considered as transactions for the sale of crypto assets
at the cost that is equal to the contractual value of the
object (objects) of civil law, which are subject to ex-
change for crypto assets”. When determining the profit
from cryptocurrency transactions, it is proposed to take
into account the costs associated with their acquisition
and/or creation. In our opinion, it is necessary to deter-
mine the composition of these costs and the procedure
of their consideration when determining the object of
taxation by the type of activity.

According to Article 6, “the taxpayer takes indi-
vidual responsibility for calculating the profit from
cryptocurrency transactions and paying tax on such
profits” [26].

Considering the above-mentioned regulations, it
should be noted that none of them has a clear legal def-
inition of such concepts as “virtual asset”, “crypto as-
set”, “token asset”. This approach can create problems
when determining the object of taxation. After all, the
definition of a virtual asset as “a special type of prop-
erty that is a value in digital form, which is created, ac-
counted for and alienated electronically”, does not de-
scribe the content of the phenomenon, but only indi-
cates its form [8].

The proposal to assign the function of a tax agent
to the taxpayer (in terms of personal income tax) when
taxing income from transactions with virtual assets
seems to be controversial, so that, in our opinion, it may
need additional justification, including in the context of

application of the mechanisms of the Law of Ukraine
“On Prevention and Counteraction to Legalization
(Laundering) of Proceeds from Crime, Terrorism Fi-
nancing and Financing of Proliferation of Weapons of
Mass Destruction” to these operations.

According to the results of analysis of the above-
mentioned bill, it is quite logical that the issue of legal
regulation of taxation of the virtual assets market is pos-
sible only if it has been adopted. Currently, the problem
of taxation of cryptocurrency transactions remains un-
resolved, primarily because cryptocurrency is beyond
the scope of legal regulation. Discussions on whether
cryptocurrency is a commaodity/service or intangible as-
set are continuing. With regard to cryptocurrency trans-
actions, mining as well as buying and selling of crypto-
currencies should be considered first.

The official position of the State Tax Service of
Ukraine is set out in the individual tax consultations.
Thus, the State Tax Service clarified some issues of tax-
ation of cryptocurrency transactions and their declara-
tion for the taxation of income received by the taxpayer
from mining bitcoins on his crypto wallet in the indi-
vidual tax consultation No 4907/1PK/99-00-04-04-02-
09 of November 30, 2020. The State Tax Service ex-
plains that the individual-residents who receive income
from both the source of origin in Ukraine and foreign
income are payers of personal income tax and military
duty. The tax base is the total taxable income, i.e. any
income that is subject to taxation accrued (paid, pro-
vided) in favor of the taxpayer during the reporting tax
period. The legal tender that is obligatory for ac-
ceptance at face value throughout Ukraine is the cur-
rency of Ukraine, i.e. the hryvnia. Foreign currency
may be used in Ukraine in cases and in the manner pre-
scribed by law. The explanation states that cryptocur-
rency does not have a specific legal status in Ukraine,
in particular, there is no regulatory framework for its
classification and regulation of transactions with it.

It is also noted that the tax return provides for the
indication of the taxpayer’s income in hryvnias with
kopecks. According to the normative documents that
are in force today, the current legislation does not pro-
vide for the display of the taxpayer’s cryptocurrency in
the crypto wallet in the tax return. At the same time,
when receiving income from cryptocurrency transac-
tions, these incomes are reflected in Section Il of the
tax return [10].

In the individual tax consultation No
4928/IPK/99-00-04-05-03-06 of December 2, 2020, the
State Tax Service of Ukraine considered the application
concerning the taxation of income from the sale of
cryptocurrency, and it reports that the income received
by the individual-residents from the sale of cryptocur-
rency to another individual-resident is included in the
total monthly (annual) taxable income as another in-
come with appropriate taxation [20].

The opinion of O. Kobylnyk seems to be interest-
ing, since it proves that cryptocurrency is not a thing or
an object that is restricted in circulation by the legisla-
tor, or withdrawn from circulation, so it cannot be said
to be illegal. According to Article 92 of the Constitution
of Ukraine, the legal regime of ownership is established
exclusively by law and Article 178 of the Civil Code of
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Ukraine so that all things may be freely owned, used or
alienated, except those the circulation of which is pro-
hibited by law or limited by law and possible only un-
der the permission provided by law [13, p. 26].

Some researchers believe that cryptocurrency can-
not be considered an intangible asset, because it is not
an asset (resource) according to the Law of Ukraine
“On Accounting” No 996-XIV of July 16, 1999, it has
no nominal or real value and it does not even have a
tangible nature [13]. Thus, by its nature, cryptocurrency
is electronic information that is stored on information
carriers of computers. In addition, cryptocurrency can-
not be defined as a commodity, since paragraph
14.1.244 of Article 14 of the Tax Code of Ukraine con-
tains a full list of objects that fall under this definition
(intangible assets, land, land shares, securities and de-
rivatives) [21]. Thus, there is currently a legal conflict,
when due to the imperfection of the national tax legis-
lation and its inconsistency with modern realities, trans-
actions with cryptocurrencies cannot be subject to tax
regulation, and therefore they should be beyond the
scope of legal regulation.

At the same time, if in the case of operations on
mining, purchase and sale of cryptocurrencies (which
is not prohibited by the current legislation), income has
been received, then according to paragraph 1.164 of Ar-
ticle 164 of the Tax Code of Ukraine, such income is
any taxable income accrued (paid, provided) in favor of
the taxpayer during the reporting tax period. However,
Article 165 of the Tax Code of Ukraine contains a full
list of incomes that cannot be subject to general income
taxation, since there is no income from cryptocurrency
transactions [21].

The question of how to determine the tax base for
the purchase and sale of cryptocurrencies remains un-
resolved, in particular, whether to include only a posi-
tive delta in the database or all profits in the process of
withdrawing funds to fiat. It should also be kept in mind
that it is important for such income that there is an op-
portunity to establish the source of such income (do-
mestic or foreign).

It is recommended by the experts to classify cryp-
tocurrency mining and sales activities under heading
64.19 “Other monetary intermediation”, cryptocur-
rency trading (exchange) under heading 66.19 “Other
auxiliary activities in the field of financial services, ex-
cept insurance and pension funding”. A similar position
is expressed by the State Statistics Committee, which
states in its letter No 14.4-09/435-18 dated October 5,
2018, “According to NACE, the issue of classification
of cryptocurrency mining activities has been repeatedly
raised and discussed by experts of the Statistical Work-
ing Group of the European Commission (Eurostat) on
classifications [9, p.61].

Another important issue regarding taxation is ex-
change transactions, which can be considered as the
sale of one cryptocurrency and the purchase of another
or the exchange for fiat money. Under the absence of
direct legislation, the probability that taxpayers will in-
sist on the need to tax the transactions for the exchange
of one cryptocurrency for another is high. This risk is
significantly increased in the case of exchange of a

lower value cryptocurrency for a higher value crypto-
currency; therefore, the value by which the tax base will
be calculated remains an open question. The simplest
solution may be to abolish the taxation of exchange
transactions, or to establish a small percentage of taxa-
tion, which will be equated to the commission for the
transaction in such an exchange. In addition, if there
takes place the exchange for cryptocurrency, the value
of which increases in price, the tax consequences may
not arise until the sale of such cryptocurrency. Since the
sale is the point of fixation of the profitable component
that is subject to taxation [9, p.62].

According to Lohadiienko N., Volosiuk Y. “in the
situation of legally approved rules of taxation of cryp-
tocurrency transactions in Ukraine, only the amount of
remuneration received by the taxpayer in the process of
mining, purchase and sale operations should be subject
to taxation, since this activity can be defined as profit-
making, i.e. actually considered to be business activity.
It should be noted that the purchase of cryptocurrency
should not be taxed, because the fact of purchasing
cryptocurrency does not imply a profit. In addition, re-
searchers note that it should be determined at the legis-
lative level what quotations of cryptocurrencies from
the existing ones should be used for tax purposes [16,
p. 132].

In our opinion, tax legislation should clearly de-
fine:

- what digital financial assets for tax purposes are;

- what operations can be performed using digital
assets;

- rules for conversion or determination of rules for
transferring the value of cryptocurrency into the state
currency;

- the procedure for recognizing income and ex-
penses for tax accounting purposes from transactions
with digital financial assets;

- the taxation procedure for cryptocurrency min-
ing, for one’s own purposes or for resale or business;

- the procedure for taxation of digital financial as-
sets in the case of payment by the employer as remu-
neration for the employee’s services;

- taxation procedure for the individuals who make
payments in virtual currency on behalf of sellers who
accept cryptocurrency from their customers;

- the procedure for determining sanctions for tax
violations in the field of cryptocurrency circulation.

The results of the study enable to draw conclu-
sions concerning general approaches to building tax re-
gimes for cryptocurrency transactions in the countries
having high levels of economic development. In the in-
ternational practice, there are no uniform approaches to
determining the content of cryptocurrency transactions,
its legal regulation and taxation. This is usually mining,
storage, payment for goods and services, exchange for
fiat money. Taxation of such transactions is carried out
either on a general basis, or they are subject to regimes
equivalent to the taxation of legal tender, financial in-
struments, including securities, if these virtual assets by
their characteristics fall under the regulation of relevant
special legislation. It can also be concluded that, as a
rule, cryptocurrencies are not subject to value added tax



36 ECONOMIC SCIENCES / «COLLOQUIUM=JOURNAL » #&(93), 2021

and sales tax. In some countries, lower tax rates or par-
tial taxation are applied, or special tax conditions are
set.

In our opinion, the problem of taxation of crypto-
currency transactions in Ukraine can be solved through
the adoption of appropriate amendments to the Tax
Code of Ukraine as well as the adoption of the Law of
Ukraine “On Virtual Assets”, which will provide con-
ditions for the functioning of the virtual asset market in
accordance with Ukrainian legislation considering the
balance of interests of the entities engaged in crypto-
currency transactions and the state that will receive ad-
ditional tax revenues from these transactions. Ukraine
must create a system of liberal taxation with the bal-
anced interests of all participants of the cryptocurrency
market, taking into account its high volatility and the
fact that at the present stage of the world economy cryp-
tocurrency is not legal tender of any state. As shown by
the international practice, regulation of the legal status
of cryptocurrencies will be important for the develop-
ment of the cryptocurrency market, while legalization
of exchange, purchase and mining operations will in-
crease additional tax revenues.
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