
CRYPTOCURRENCY

INCOME 

HM Revenue & Customs (HMRC) considers

cryptocurrency transactions as taxable events.

Depending on the nature of the transaction, you may

be liable for Capital Gains Tax (CGT) or Income Tax. 

Understanding the type of transaction and

maintaining accurate records is essential for

compliance.

 1. Capital Gains Tax (CGT)

TAXABLE CRYPTOCURRENCY

ACTIVITIES
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Cryptocurrency transactions fall into two main tax

categories:

Disposals include selling cryptocurrency for fiat currency (e.g., GBP),

exchanging one cryptocurrency for another, or using cryptocurrency to

buy goods or services.

Gains or losses are calculated by deducting the acquisition cost and

associated fees from the disposal proceeds.

Allowable deductions include costs incurred during purchase, sale, and

transaction fees.

 2. Income Tax

Income Tax applies when cryptocurrency is received as payment for

services or employment.

Income from mining, staking, or airdrops may be considered taxable

income if these activities are undertaken as part of a business.

National Insurance contributions may also apply.



If you make a profit from selling or exchanging cryptocurrency, you may owe CGT. 

Here are some key points to know:

Annual Exempt Amount: For the 2025/26 tax year, the first £3,000 of gains is

tax-free (but only £1,500 for trusts and trustees).

Tax Rates: Basic rate taxpayers pay 10% on gains above the exempt amount,

while higher and additional rate taxpayers pay 20%.

Calculating Your Gain: The basic formula is:  

        Disposal Proceeds – (Acquisition Cost + Allowable Costs) = Gain

Record-Keeping: It’s essential to keep detailed records of all transactions,

including the dates, GBP values, fees, and any conversion rates used.

KEY CAPITAL GAINS TAX POINTS

If you receive cryptocurrency as payment for services or work, it is considered

income and should be reported on your Self-Assessment tax return. This applies to:

Employment or Freelance Work: Report this as earnings under employment or

self-employment income.

Mining and Staking: If done regularly with the intention of making a profit,

these activities are treated as trading income. For hobbyist or occasional

activities, HMRC may consider the gain as a capital gain when the crypto is sold.

Airdrops: If received as a reward or in exchange for services, these tokens are

generally subject to Income Tax at the time of receipt.

INCOME TAX SPECIFICS

Failing to report cryptocurrency transactions or providing inaccurate information

can lead to penalties, interest charges, and HMRC investigations. Accurate record-

keeping and full disclosure are key to avoiding fines.

PENALTIES & COMPLIANCE
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Please note, this fact sheet is for general guidance only and does not constitute tax or financial advice. Rules and
regulations may change, and individual circumstances vary. Please seek professional advice before making
decisions based on this information.

If you need advice and guidance on how

cryptocurrency should be treated in your

business, please do contact us.

SPECIAL CONSIDERATIONS

Gifts & Transfers

Gifting to a spouse or

civil partner is usually

tax-free. Other

transfers may still be

subject to CGT.

Losses & Thefts

HMRC does not offer

specific tax relief for lost or

stolen crypto. However,

some losses might be

claimed under negligible

value rules.

Foreign Transactions

If you use foreign

exchanges or hold crypto in

overseas wallets, you must

still report and calculate tax

based on GBP values at the

time of each transaction.

REPORTING & FILING

HMRC requires taxpayers to report cryptocurrency gains or

income through the Self-Assessment system. 

Self-Assessment Returns

For CGT - Complete the SA108 supplementary pages.

For Income - Report earnings in the SA100 main return

(or SA103 for self-employed individuals).

Deadlines

Paper returns - the 31 October after the tax year ends.

Online returns - the 31 January after the tax year ends.

Record-Keeping

Keep all records for at least 5 years. This includes wallet addresses, transaction dates,

values in GBP, and counterparty details.


