Bitcoin hits $10,000,
what about cryptocurrency
and taxes?
Is it a bubble or is this the future? You may have asked this yourself at one point. The
discussion that divides the believers from those who remain sceptic goes on every
single day. In the meantime however, the believers have yet another milestone to
celebrate: Bitcoin has reached $10,000.
After a small dip in September (China wanted out), the rates have been climbing at a rapid pace. On October 12th, Bitcoin
broke the $5,000 barrier and within two months, its price has doubled. Also, it is not just the general public who are aware of
the potential importance of cryptocurrencies, even banks and a lot of big companies are entering the market. But what exactly
are cryptocurrencies? And also important: which taxes could be due on cryptocurrencies?

What are cryptocurrencies and how
do they work?
Cryptocurrency is a form of digital money that is designed
to be secure and, in many cases, anonymous.
Cryptocurrencies use decentralised technology to let
users make secure payments and store money without
the need to use their name or go through a bank. They
run on a distributed public ledger called blockchain, which
is a record of all transactions updated and held by
currency holders. So when a transaction gets requested,
it gets broadcast into a network where computers validate
the transaction. When validated, the block gets added to
the existing blockchain and can no longer be altered and
the transaction gets completed.
The biggest and most well-known cryptocurrency is the
Bitcoin, which was designed in 2009. However, there are
over 1.300 different types of cryptocurrencies currently
available on coin market cap, the most popular place to
discover and track cryptocurrency prices. Among the
many choices available, different cryptocurrencies
provide different benefits over others. Some
cryptocurrencies such as Litecoin provide faster
confirmation times than Bitcoin. Newer cryptocurrencies
such as ether, refer to themselves as crypto assets and
use their native token ether to power a decentralized
virtual machine that can execute peer-to-peer smart
contracts. Just like when shopping for a new smartphone,
the best cryptocurrency is the one that fits your specific
need that you intend to use it for.

Cryptocurrency and (Dutch) taxes
Cryptocurrency is still relatively new, developing at a rapid
pace. This makes it incredibly challenging for legislators to
keep their regulation up to date.
Personal income taxes
For personal income taxes cryptocurrency are considered
assets and are to be declared in box 3 of the personal
income tax as such, which is the box for income from
savings and investments. This means you have to take its
value on January 1st of the year and declare this value.
From 2001 till 2016 the percentage of the fictitious profit was
4%. So until 2016 the tax to be paid was 4% * 30% = 1.2%
of the taxable assets. As of 2017 this is changed, there are
now 3 brackets. The more savings and investments you
have, the higher the percentage will be. A part of the assets
is taxed based on a fictitious profit of 1.63% and a part (or all
the assets if you fall in the 3rd bracket) are taxed based on a
fictitious profit of 5.39%. The tax rate is still 30%.
Bracket

Your (share of)
savings and
investments

Percentage
1.63%

Percentage
5.39%

1

Up to € 75,000

67%

33%

2

From € 75,000 to
€ 975,000

21%

79%

3

From € 975,000

0%

100%
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An interesting question would be how cryptocurrencies
would be taxed in the personal income tax in case someone
actively trades in cryptocurrencies. The tax-authorities could
say that this goes beyond passive management of funds,
meaning your profits would be taxed in box 1 instead of box
3. The facts and circumstances of a situation would be of
great importance in such cases.
VAT
Cryptocurrencies are not seen as a legal currency. This
means that VAT would in principle be due if they were seen
as goods. However, the European Court of Justice has ruled
that Bitcoins serve no other purpose than the fulfilling of
payments and that there is no VAT due on the purchase or
sale of Bitcoins (within Europe), despite not having the legal
status of a currency.

Contact
Should you have any queries in this regard, please feel free
to contact us to discuss your specific issue in further detail.

Monique Pisters
Senior Manager International Tax
E: monique.pisters@nl.gt.com
T: +31 88 67 69 29

Concluding remarks
Considering cryptocurrencies are still relatively new, its fiscal
treatment is far from fully established. Currently, some
clarification has been given, but it seems almost certain
more legislation and jurisprudence will follow. If you have
any questions in this respect, please contact the
professionals of the Dutch International Tax Services team
of Grant Thornton.
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