How to Report Crypto Sales to HMRC in the UK

As someone who has been involved in crypto trading for a few years, I've learned
that HMRC takes crypto reporting seriously. Even if you're trading small amounts or
gifting crypto, it needs to be reported. HMRC doesn't care if you're doing it as a

hobby or as a way to make extra income — if you're making money from it, you

have to tell them.

The last thing anyone wants is a surprise letter from HMRC asking about
unreported crypto gains. It can lead to penalties, and no one wants to deal with the
stress of fixing a tax mistake. So, if you're buying, selling, or trading crypto in the

UK, it's important to understand how to report it properly.



30-Second Summary

If you're involved in cryptocurrency transactions in the UK, you need to understand how to
report your crypto sales to HMRC to avoid penalties. In this article, I'll explain everything
you need to know about reporting crypto sales, calculating your tax obligations, and

avoiding common mistakes.

We'll cover how to figure out your taxable gains, what counts as a crypto sale, and when to
file. You'll also learn the importance of keeping accurate records and why hiring a crypto

accountant can save you time and stress.

What Counts as a Crypto Sale?

Now, the big question: What exactly does HMRC consider a crypto sale? You might be
thinking, "Well, | haven't sold my crypto for cash, so | don't need to report anything." But it's
not that simple. HMRC has a broader view of what counts as a sale, and if you're not

careful, you might overlook something that needs to be reported.
Definition of Crypto Sales According to HMRC

According to HMRC, cryptocurrency is treated as a "capital asset," not as actual money. This
means that any time you "dispose" of your crypto, HMRC views it as a sale. Disposal can

happen in several ways:

e Selling crypto for GBP or any fiat currency: This is the most obvious form of a
sale.

e Trading one crypto for another: Even if you never cashed out to GBP, swapping
Bitcoin for Ethereum, for example, is considered a sale.

e Using crypto to buy something: If you use Bitcoin to pay for a coffee or an online
purchase, that's a sale too.

e Gifting crypto: If you give someone crypto, that's also considered a sale, unless

you're gifting it to your spouse or civil partner.

| once made the mistake of thinking a trade between two types of crypto wasn't taxable

because | hadn't "cashed out." Turns out, HMRC sees it differently. When | traded Bitcoin



for another token, | was technically selling the Bitcoin and buying the other crypto, which

created a taxable event.
Common Crypto Transactions That Trigger Tax Liability
In my experience, many people overlook these key events that can trigger taxes:

e Exchanging one crypto for another: It's not just about selling for cash. Swapping
Bitcoin for Ethereum? That's a taxable event.

e Using crypto for purchases: Yes, even if you're buying a small item like a cup of
coffee with crypto, that counts.

e Gifting crypto: Most people don't realize that giving crypto to a friend or relative
(except a spouse or civil partner) counts as a sale. You'll have to report the value at

the time of the gift.

HMRC has made it clear that they expect you to report all of these activities. Ignoring small

transactions could lead to bigger issues later, so it's best to track everything.
Does Gifting or Trading Count as a Sale?

Yes, gifting or trading crypto does count as a sale. If you're swapping one coin for another,
that's a taxable event. And if you're giving crypto as a gift (to anyone other than your
spouse), it's also considered a sale. I've had friends who weren't aware of this and ended up
with unexpected tax bills. It's always better to know upfront rather than find out the hard

way.

Understanding HMRC's Crypto Tax Rules

Now that you know what counts as a sale, let's talk about how HMRC taxes these sales. It's

important to get this right because not all crypto transactions are taxed the same way.
Crypto Is Treated as Property, Not Currency

Here's something | wish | had known earlier — HMRC treats crypto like property, not
currency. This means that instead of paying Income Tax like you would with wages, most of

your crypto transactions will fall under Capital Gains Tax (CGT).



e Capital Gains Tax (CGT): This is the main tax you'll deal with when you sell or trade
crypto. CGT applies to the profit you make when you dispose of an asset (like crypto)
for more than you paid for it.

e Income Tax: This only applies in specific cases, like if you're being paid in crypto for

your work or if you're mining crypto as a business.

One thing that surprised me was how HMRC looks at crypto miners and businesses. If
you're mining or working in crypto as a full-time job, your crypto earnings might be subject
to Income Tax instead of CGT. That's why it's so important to keep good records and know

exactly how you're involved in the crypto space.
Capital Gains Tax (CGT) and Its Role in Crypto Sales

So, what exactly is CGT? Well, if you sell your crypto for more than you paid for it, the
difference is your capital gain, and that's what you'll pay tax on. The good news is that you
only pay CGT on the amount above your annual CGT allowance. For the 2023-2024 tax year,
that allowance is £6,000.

Let me explain how it works with an example:

e You bought Bitcoin for £5,000.
e Avyear later, you sold it for £10,000.
e Your gain is £5,000 (because £10,000 - £5,000 = £5,000).

Since your gain is under the annual £6,000 allowance, you wouldn't owe any CGT in this
case. But if your gains go above the allowance, you'll need to report it and pay tax. For

basic-rate taxpayers, CGT is 10%. For higher-rate taxpayers, it's 20%.
Allowances: Annual Exempt Amounts and Thresholds

The annual exempt amount is important because it gives you some breathing room. In
2023-2024, the allowance is £6,000. This means that if your total gains (from crypto and
other assets) are under £6,000, you don't have to pay CGT.

For those of us who trade regularly, it's important to note that the £6,000 allowance covers

all capital gains from all assets, not just crypto. If you sell stocks, property, or other assets,



those gains count toward the same allowance. If you go over the limit, you'll pay CGT on the

amount above £6,000.

Step-by-Step: How to Calculate Tax on Crypto Sales

When it's time to figure out how much tax you owe on your crypto sales, it helps to break it

down into steps. Let me walk you through how to do it.
How to Figure Out the Value of Your Crypto in GBP

The first thing you need to do is figure out how much your crypto was worth in GBP at the
time of the sale. HMRC wants you to use the fair market value on the day you disposed of

the asset.
For example:

e You sold 1 Bitcoin on July 1st for Ethereum.

e On that day, Bitcoin was worth £25,000.

e Even though you didn't sell it for GBP, you need to record the value of the Bitcoin in
GBP at the time of the trade.

Cost Basis: What It Is and How to Track It

Your cost basis is how much you originally paid for the crypto. If you bought Bitcoin for
£5,000 two years ago, that's your cost basis. When you sell or trade it, the difference

between your cost basis and the sale price is your capital gain.

Tracking your cost basis can get tricky if you're buying small amounts of crypto over time.
Many exchanges will let you export a CSV file with your transaction history, which makes it

easier to figure out how much you've spent on each coin.
Calculating Your Gains or Losses

Once you know the sale price and your cost basis, you can calculate your gains or losses.

Here's a simple formula:

e Capital Gain = Sale Price - Cost Basis.



Let’s say you bought Ethereum for £2,000 and later sold it for £3,000. Your capital gain
would be £1,000 (£3,000 - £2,000). If your total gains for the year are under £6,000, you

don't have to pay tax. But if your gains are more than £6,000, you'll owe CGT.

What to Do with Crypto Losses

If you've been trading crypto for a while, you've probably had some losses too. The good
news is that you can use those losses to reduce your tax bill. For example, if you lost £1,000
on one trade and gained £2,000 on another, your net gain is £1,000. You can only be taxed

on the net amount, so losses can help you reduce your overall tax liability.

HMRC lets you carry forward losses to future tax years, so if you have more losses than

gains in one year, you can use those losses to offset future gains.
Crypto Sales Reporting Process

So, now that you've calculated your gains or losses, how do you report them to HMRC? This

is where things get official.
How to Report Crypto Gains on Your Self Assessment

You'll need to file a Self Assessment tax return if your total gains (from crypto and other

assets) exceed £6,000, or if you made any crypto sales that HMRC considers taxable.

Filing a Self Assessment isn't as intimidating as it sounds. You just need to fill in the "Capital

Gains" section with your total gains, your cost basis, and any losses you're claiming.

I've been filing Self Assessments for a few years now, and the key is to be as detailed and
accurate as possible. Keep all your records handy, so you can refer to them if HMRC asks

any questions later.
Where to Find the Crypto Section on the Tax Return

There isn't a separate section specifically for crypto on the Self Assessment. Instead, you'll
report your crypto gains in the Capital Gains Summary section. When you get to this part of

the form, enter the details of your crypto sales along with any other assets you sold.



Make sure to include:

e Total gains.
e Your cost basis.

e Any losses you want to claim.

It's important to note that even if your total gains are below the CGT allowance, you should

still report them. That way, HMRC has a record in case there's ever an audit.
Important Dates and Deadlines for Tax Filings

The tax year runs from April 6th to April 5th, and the deadline to file your online tax return
is January 31st of the following year. So, for the tax year 2023-2024, you need to file by
January 31st, 2025.

I've found that it's always better to file early. It gives you plenty of time to fix any mistakes,

and if you owe tax, you'll know how much you need to pay well in advance of the deadline.

Avoiding Common Mistakes When Reporting Crypto Sales

There are a few common mistakes that people make when reporting crypto sales, and they
can lead to penalties or even an audit. Let me share a few that I've come across, so you can

avoid them.
Forgetting to Report Small Transactions

One of the biggest mistakes people make is thinking that small transactions don’t matter. |
used to think that if | only sold a small amount of crypto, | didn't need to report it. But

HMRC expects you to report every transaction, no matter how small.

Even if you're only trading small amounts or using crypto to buy a coffee, it's still a taxable
event. Keeping track of all these small transactions is a pain, but it's important to avoid

trouble later on.

Misreporting Airdrops and Staking Rewards



Another common mistake is misreporting airdrops and staking rewards. HMRC treats these
a bit differently from regular sales. If you receive an airdrop or staking reward, it might be

treated as income rather than a capital gain, depending on the situation.

When | first started staking, | didn't realize that the rewards were taxable as income.
Thankfully, | caught the mistake before filing my return, but it's something to watch out for.
If you're not sure how to report these kinds of rewards, it might be worth talking to a crypto

accountant.
Mixing Personal and Business Crypto Transactions

If you're trading crypto as part of a business, things get more complicated. You might be
liable for Income Tax or Corporation Tax instead of CGT. It's important to separate your

personal crypto activity from any business-related transactions.

For example, if you're running a crypto trading business, HMRC might consider your profits
as trading income, which means you'll owe Income Tax or Corporation Tax rather than CGT.
Keeping your personal and business crypto separate can help you avoid mixing up the tax
treatments.

Crypto Audit and Record Keeping

Proper record keeping is key when it comes to crypto reporting. If HMRC ever audits you,

having detailed records will save you a lot of time and stress.
Why Keeping Detailed Records Is Essential

HMRC recommends keeping records of all your crypto transactions for at least six years.

This includes:

e Dates of transactions.

e Types of transactions (buy/sell/trade).

e Amounts of crypto involved.

e Values in GBP at the time of each transaction.

e Any associated fees.



When | first started trading crypto, | wasn't keeping detailed records, and it made crypto

audit much harder when it was time to file my taxes. Now, | use a tracking tool that

connects to my exchanges and wallets, so | always know how much I've spent, earned, and

sold.
How to Prepare for a Potential Crypto Audit

If HMRC decides to audit you, they'll ask for all your transaction details. Having organized

records makes the process much smoother. You'll need to show:

e Your full transaction history.
e How you calculated your gains or losses.

e Any losses you're carrying forward.

One of my friends was audited last year, and because they had clear records, the audit was
resolved quickly. It's better to be prepared than to scramble for information if HMRC comes

knocking.
What Information Crypto Audit Companies Might Request

If you work with a crypto audit company or tax advisor, they'll likely ask for the same
information that HMRC would. This includes your transaction history from all exchanges,

wallet activity, and proof of cost basis calculations.

I've found that keeping everything in one place (like a spreadsheet or tax software) makes it

easier to provide the information they need.

Hiring a Crypto Accountant in the UK

If all of this sounds overwhelming, hiring a crypto accountant can make your life much

easier.
What a Crypto Tax Accountant Does

A crypto tax accountant UK is someone who specializes in handling taxes for people who

trade or invest in cryptocurrency. They can:
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e Calculate your crypto gains and losses.
e Ensure that your tax return is filled out correctly.
e Help you minimize your tax liability by taking advantage of allowances and

deductions.

| hired a crypto accountant last year, and it was a game-changer. They took care of all the
complicated calculations and made sure | was reporting everything correctly. It gave me

peace of mind knowing that | wasn’t missing anything important.
Benefits of Hiring a Specialist
Here are a few reasons why you should consider hiring a specialist:

e Expert knowledge: Crypto taxes are complicated, and a specialist knows all the
rules.

e Save time: Instead of spending hours trying to figure out your taxes, you can let
someone else handle it.

e Avoid mistakes: A specialist can help you avoid the common mistakes | mentioned

earlier, like misreporting airdrops or forgetting small transactions.
Hiring a specialist has saved me from a lot of headaches, and I've never looked back.
How to Find the Right Crypto Accountant UK Services

If you're ready to hire a crypto accountant, the best way to find one is to search for Crypto

Accountant UK online. Look for someone with experience in crypto taxes and a solid track

record of working with clients in the UK.

I'd recommend asking for references or reviews before making a decision. It's important to
work with someone who understands HMRC's rules and has experience dealing with crypto

transactions.

Conclusion

In conclusion, reporting your crypto sales to HMRC is essential if you want to avoid

penalties and ensure that you're fully compliant with UK tax laws. By understanding what
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counts as a crypto sale, how to calculate your gains, and how to file your Self Assessment,

you can stay on top of your tax obligations without stress.

I've learned from experience that staying organized and keeping detailed records is the key
to making tax season easier. And if you ever feel overwhelmed, hiring a crypto tax

accountant can save you a lot of time and hassle.

Make sure to stay on top of your reporting, file your taxes on time, and don't forget about

the important deadlines. It's always better to be prepared than to deal with an audit or late

filing penalties later.

If you need more guidance or help, feel free to check out our additional resources or reach

out to a crypto tax specialist for personalized advice.
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