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Presentat ion 
Main Points

✔ What is a digital  
payment?

✔ How is it  taxed?

✔ What is digital  
currency?

✔ How is it  taxed?



What is a digital 
payment?

A digital payment, sometimes called an 
electr onic payment, is the tr ansfer  of value fr om 
one payment account to another  using a digital 
device such as a cell phone, POS (Point of Sales) 

or  computer ,  or  a digital channel 
communications such as mobile wir eless data.

I t is USD cur r ency.







Here are Some Stats : 

33 35
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% MERCHANTS ACCEPTING 
DIGITAL PAYMENTS

% PEOPLE USING DIGITAL 
PAYMENTS

2018 2022



Why Pay Digi t al ly?

The t ransit ion to digital payments and receipts has some clear 
benefits, especially for small businesses. 
Consumers and businesses now expect  the digital payments to be 
made available for faster and more secure payments with lit t le r isk 
and minimal charges compared to t radit ional debit / credit  card 
processing.

The payer has a cell phone which provides addit ional 
authent icat ion via fingerpr int  or other ver ificat ion or biometr ic 
method, minimizing r isk.



Cash management  is 
eliminated.

Digital payments are 
often quicker  
transactions.

A clear  trail is 
available for  easier  

accounting.

L ower  r isk of theft 
and reducing the 

cost of secur ity and 
storage.

Shorter  lines and 
customer ’s in- shop 

exper ience is 
enhanced.

Simplifies 
operations and tax 

compliance.

Benefits to business for  going cashless



Payment  companies, beginning in 2023, will be required to send a 10 99- K to any 
merchant/ person receiving more than $60 0  worth of payments through their  service.  
T axpayers who have received payment for  goods and/ or  services filing a Schedule C  will 
include that amount on L ine 1 “G ross Receipts or  Sales.”

Any personal transactions will not need to be included in that amount.

How ar e digi t al  payments t axed?







A cr yptocur r ency, cr ypto- cur r ency, or cr ypto is a digital cur r ency designed 
to wor k as a medium of exchange thr ough a computer  networ k that is not 
r eliant on any centr al author ity, such as a gover nment or bank, to uphold or  
maintain it.

Cr yptocur r ency



2014 IRS Not ice

• Vir tual C ur r ency – “A digital r epr esentation of value that 
functions as a medium of exchange, a unit of account, 
and/ or  a stor e of value.”

• C onver tible Vir tual C ur r ency – “Vir tual cur r ency that has 
an equivalent value in r eal cur r ency, or  that acts a 
substitute for  r eal cur r ency.”

• For  Feder al tax pur poses, conver tible vir tual cur r ency is 
tr eated as pr oper ty and not as cur r ency.



FedFederal Regulation of Digital Assets

• T he C ommodity Futur es 
T r ading C ommission 
(C FT C ) has taken the 
position that Bitcoin, 
E ther , L itecoin, T ether , 
and Binance ar e subject to 
the agency’s r egulator y 
author ity.

• T he Secur ities and 
E xchange C ommission 
(SE C ) has pending 
litigation and enfor cement 
actions r elated to digital 
assets that the SE C  has 
deter mined ar e secur ities 
subject to SE C  r egulation.



Arkansas Data Centers Act  of 2023 –
Act 851 of 20 23 - Definitions
• "Digital asset" means cryptocurrency, vir tual currency, and natively electronic 

assets, including without limitation stable coins, nonfungible tokens, and other  
digital- only assets, that confer  economic, propr ietary, or  access r ights or  powers; 

• "Digital asset miner" is an individual who mines for  digital assets; "Digital asset 
mining" means use of electr icity to power  a computer  for  the purpose of secur ing 
or  validating a blockchain network.

• "Digital asset mining business" means a group of computers working at a single site 
that consumes more than one megawatt (1 M W ) on an average annual basis for  the 
purpose of generating digital assets by secur ing a blockchain network.



Arkansas Data Centers Act  of 2023

• A digital asset mining business may operate in this state if the digital asset mining 
business complies with: 

• (1) State law concerning business guidelines and tax policies; 

• (2) Any ordinance concerning operations and safety; 

• (3) Any rule or  rate for  utility service provided by or  on behalf of a public entity; and 

• (4) State and federal employment laws. 

• A digital asset miner  shall: 

• (1) Pay applicable taxes and government fees in acceptable forms of currency; and 

• (2) Operate in a manner  that causes no stress on an electr ic public utility's generation 
capabilities or  transmission network. 



One cr yptocur r ency 
(Dogecoin) was actual ly 
cr eated as a joke and is 

st i l l  publ icly t r aded today.





IRS t reats crypto as an asset  subject  to its rules on capital gains and losses, 
like stocks or  income, like salar ies or  bonuses. W hen you buy 
cr yptocur r ency or  stocks, the or iginal pur chase pr ice of the asset becomes 
its cost basis. W hen you sell that asset, you’r e taxed based on the differ ence 
between the cost basis and the sales pr ice.



How 
C r yptocur r ency 

T r ansactions Ar e 
C lassified



Capi tal Gains/ Losses: 
• Selling cryptocurrency

• Anyt ime you sell cryptocurrency the gain or loss in value 
has tax implicat ions. This type of t ransact ion tends to be 
st raight forward, especially if you aren’t  frequent ly buying 
and selling crypto, and is classified under capital gains.

• Exchanging one cryptocurrency for  another

• A crypto swap is when you direct ly t rade one 
cryptocurrency for  another without  exchanging your crypto 
for  cash.

• Many people mistakenly over look this type of t ransact ion 
when it  comes to taxes because no cash was realized. If you 
exchange Bitcoin for  Litecoin or Ethereum for Bitcoin, it  is a 
taxable event .



Capi tal Gains/ Losses: (cont .) 
• Spending crypto for  goods or services

• Using crypto to buy goods or services has the same tax 
implicat ions as selling it . It  could be as lit t le as you’re going 
to Starbucks and spending a fract ion of a Bitcoin to buy 
something and that  could result  in a taxable gain.

• When you’re buying anything with crypto, the taxable gain 
or loss is based on what  you paid for  the cryptocurrency 
and its value at  the t ime of the t ransact ion.



Capital gains and capital losses are based on the net  total of all 
tr ansactions that year . I f you sold five differ ent assets for  a total gain of 
$10 ,0 0 0  and thr ee other  assets at a total loss of $15,0 0 0 , then you have 
$5,0 0 0  in capital losses.

You can claim up to $3,0 0 0  a year  in capital losses fr om your  taxable 
income and can car r y over losses exceeding that annual limit to futur e 
year s. For  example, if you had $5,0 0 0  in capital losses in 20 22, you could 
r educe your  taxable income by $3,0 0 0  in 20 22 and apply the r emaining 
$2,0 0 0  in losses to 20 23.

Calculat ing Gains/ Losses



A short - ter m capital gain r esults fr om the sale of an asset owned for  one year  or  less. W hile long- ter m 
capital gains ar e gener ally taxed at a mor e favor able r ate than salar y or  wages, shor t- ter m gains do not 
benefit fr om any special tax r ates. T hey ar e subject to taxation as or dinar y income.

As r egular  taxable income, shor t- ter m gains ar e subject to the tax appr opr iate for  your  mar ginal income 
tax br acket. T her e ar e cur r ently seven U .S. feder al tax br ackets, with r ates r anging fr om 10 % to 37%.

Net capital gains ar e calculated based on your  adjusted basis in an asset. T his is the amount that you 
paid to acquir e the asset, less depr eciation, plus any costs that you incur r ed dur ing the sale of the asset 
and the costs of any impr ovements that you made. I f an asset is given to you as a gift, then you inher it 
the donor ’s basis.

T he tax on a long- ter m capital gain is almost always lower  than that for  a shor t- ter m capital gain. 
Because of this differ ence in taxation, you can minimize your  capital gains tax by holding assets for  
mor e than a year .

Long Ter m vs. Shor t  Ter m



Income:  
• When you earn cryptocurrency

• When you earn cryptocurrency, it  is considered taxable 
income based on the value of the coins at  the t ime of 
receipt . This includes crypto earned from act ivit ies such as:

• Mining cryptocurrencies (Reported on Schedule C)

• Crypto staking income (Reported on OI and Schedule 1)
- similar  to interest  on a CD or savings account

• Yields on crypto accounts (Reported on OI and Schedule 1)
- similar  to dividends paid on stock ownership

• Crypto earned as regular pay or bonuses (Reported on OI or 
Schedule 1)

- figured on cash value at  the t ime of receipt



Income: (cont .)  
• When you receive free coins

• There are instances where you may receive free crypto and 
the value of the digital coins you receive is considered 
income.  Two common scenar ios where you may receive 
free crypto are airdrops and hard forks.

• An airdrop is when cryptocurrencies are given away for 
free, and it ’s typically used as a market ing tool for  new 
cryptocurrencies.

• A hard fork is a bit  more complicated but  to simplify it , it ’s 
essent ially when a cryptocurrency splits into two types of 
tokens or coins. When this happens, you’ll have your or iginal 
coin and a new coin, with a separate value. The value of the 
cryptocurrency you receive from a hard fork is taxable 
income.



Digital payments are when you exchange money in your bank or in a digital 
wallet for  goods and services.  I t is money that can be withdrawn physically 

and used as cash.  

Digital payments received as payments for  goods or  services are taxable 
income.

C ryptocurrency is not regulated by a bank and cannot be withdrawn in a 
physical form.  I t can increase and decrease in value, but a transaction must 

take place before it is taxable.

W hether  your  transaction is a gain or  loss is dependent on the cost basis at 
the time of accrual of the cryptocurrency and the value at the time of the 

transaction.

Summar y



“Suspended basis” ends when the or iginal owner dies if cryptocurrency is 
bequeathed.  I f there is a remaining carry- forward of loss, it cannot be 

claimed by the beneficiary of a will.

Federal Form 720 3 may be sent to show the cost basis for  cryptocurrency.

You cannot claim a loss bigger  than your  investment.

Since cryptocurrency is not regulated by the banks or  Federal Reserve, they 
are not covered by the FDIC  and can be hacked and stolen.

Summar y



Used to report  digital 
payments to r ecipient to 
claim as income for  goods 
and ser vices.

U sed to r epor t inter est 
earned on cryptocurrency 
investments.

U sed to r epor t income 
ear ned fr om mining of 
cr yptocur r ency.

U sed to r epor t C apital 
G ains from trading or  
selling of cr yptocur r ency, 
including using it to pay for  
goods/ ser vices.

1099- K 1099-
MISC

1099-
NEC

1099- B

10 99 Repor ting



dfa.arkansas.gov

Q uestions?

Individual Income T ax Section – (50 1) 682- 110 0

C or por ation Income T ax Section – (50 1) 682- 4775

Revenue Legal C ounsel – (50 1) 682- 70 30
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