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U.S. Government Accountability Office (“GAO”)

Report to the Ranking Member Committee on Ways and Means, 
House of Representatives (the “Report”)

February 2020

VIRTUAL CURRENCIES: Additional Information Reporting and

Clarified Guidance Could Improve Tax Compliance
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Agenda

• Introduction

• GAO Report highlights (GAO-20-188)
• Reasons for the Study
• Review areas
• Findings
• Recommendations
• IRS and FinCEN response

• The IRS Crypto Summit

• Panel Discussion:  GAO Report and IRS Crypto Summit

• Digital Assets and Blockchain News

• Q&A Session

• Membership Information
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Reasons for the Study

• Virtual Currency
• grown in popularity in recent years; and,

• gained wider adoption by the public;

• Individuals and business are using virtual currency as:
• investments; and,

• as payments for goods and services.

• The GAO was asked to review the IRS efforts to ensure tax reporting 
and compliance.

• This is the second Virtual Currency Report.  The original Report (GAO-
14-496) was issued in May of 2014. The Report addressed the emerging 
regulatory, law enforcement, and consumer protection challenges.
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Review Areas

• GAO Reviewed:
• virtual currency tax compliance environment;

• the Internal Revenue Service (the “IRS”) efforts to address virtual 
currency tax compliance risks;

• the extent to which IRS’s virtual currency guidance meets taxpayer 
needs; and,

• whether additional information reporting on virtual currency income 
could assist IRS in ensuring compliance. 
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Findings

• Taxpayers are required to report and pay taxes on income from virtual 
currency use; 

• The IRS has limited data on tax compliance for virtual currencies;

• Tax Forms and information returns filed by third parties are missing 
virtual currency transactions;

• IRS has taken steps to address virtual compliance risks;

• IRS issued virtual currency guidance that:
• Part of the guidance is NOT authoritative (not legally binding) and is subject to 

change; and, 

• That these facts were not made clear to the taxpayers.
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Findings (continued)

• Information reporting by third parties, such as financial institutions, on virtual 
currency is limited;

• It is difficult for taxpayers to comply and for IRS to address tax compliance 
risks;

• Many virtual currency transactions likely go unreported to IRS on information 
returns;

• Taking steps to increase reporting could help IRS provide taxpayers useful 
information for completing tax returns and give IRS an additional tool to address 
noncompliance; 

• Additional guidance is needed for reporting virtual currency held as a foreign 
asset.  
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Recommendations to IRS and FinCEN

• GAO provided the following general recommendations 
including four (4) specific executive action recommendations:
• To the IRS:

• clarify that part of the 2019 guidance is not authoritative;

• take steps to increase information reporting (third party reporting); and,

• clarify the application of reporting requirements under FATCA.

• To Financial Crimes Renforcement Network (“FinCEN”) and the IRS:
• address how foreign asset reporting laws, including FBAR, apply to virtual 

currency.
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IRS and FinCEN Response

• The IRS agreed with the recommendation on information 
reporting;

• The IRS disagreed with two recommendations stating that:
• a disclaimer statement is unnecessary; and, 
• that it is premature to address virtual currency foreign reporting. 

• FinCEN agreed with GAO’s recommendation

• GAO believes a disclaimer would increase transparency and 
that IRS can clarify foreign reporting without waiting for future 
developments in the industry.
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Question 1

• The GAO February Report was followed by IRS Crypto Summit in early 
March.  What are some key takeaways from the IRS Virtual Currency 
Summit?

• Overview of the event and its participants

• “Property” classification for crypto

• Concerns over central data repository system

• Tax calculators

• Schedule 1 crypto tax question
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Question 2

• What other discussion have taken place during the IRS Crypto Summit?

• Anonymity of crypto transactions

• Taxation of staking rewards

• Valuation for tax purposes

• Tax lot ID method and practical issues

• AICPA position and comments letter
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Question 3

• What are the key takeaways from the GAO Report on virtual 
currency?

• 2019 Crypto FAQs May Not Be Binding 

• Information Reporting Needs More Clarity

• Crypto Foreign Reporting Requirements Are Unclear 

• IRS guidance on foreign reporting to be delayed

• Expect guidance to come from FinCEN soon?
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Question 4

• We are experiencing a significant health crisis (COVID-19) with 
significant economic implications.  What’s the impact to the 
individuals with crypto assets with respect to 2019 tax year and how 
will the government relief efforts are helping the digital assets and 
blockchain space?

• Presidential proclamation on declaration a national emergency (Stafford Act):

• July 15th - deadline to file and pay - tax payments deferral

• State conformity with the federal deadline

• Informational returns

• Extended tax season
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Question 5

• Given that the IRS has disagreed with GAO conclusion on 
authoritative interpretation and foreign reporting issues, is that 
reasonable to assume that the new IRS guidance is coming 
sometime this year?
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Question 6

• The GAO Report put significant emphasis on information 
reporting, including Form 1099-K and 1099-B (Sections 6045 
and 6041).  Do you believe that the IRS will accelerate the 
1099-B and 1099-K enforcement efforts with respect to 
exchanges and third party settlement organizations in 2020 for 
2021 reporting season?
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Question 7

• The GAO interviewed officials from the Financial Crimes 
Enforcement Network (FinCEN), Commodity Futures Trading 
Commission (CFTC), and Securities and Exchange 
Commission (SEC) about coordination efforts.  Do you think it 
is time for a joint U.S. government virtual currency task force 
that could coordinate and facilitate compliance and regulatory 
reporting with the Internal Revenue Service?
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Question 8

• What actions do you want webinar participants to take after 
listening to the presentation?
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Digital Assets and Blockchain News

• Panelists to discuss recent news and events impacting the 
digital assets and blockchain space
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Audience Q&A
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Not a member? Join today!

Join the Accounting Blockchain Coalition to:

• Position yourself as a thought leader to our members and across our platforms 

• Attend local networking member meet-ups for industry professionals 

• Contribute to our working groups (Internal Controls, Audit & Accounting, Taxation)

• Get exclusive webinar and conference speaking opportunities
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Membership

Copyright © 2018 23

Special membership rates are 

available for Startups, Individual 

Practitioners, and Academic entities. 

Visit http://accountingblockchain.net

to learn more about becoming a 

member of ABC today! 

http://accountingblockchain.net/


Today’s Presentation:
Dmitri Alexeev – DAlexeev@bpmcpa.com

Roger Brown – roger.brown@lukka.tech

Shehan Chandrasekera – shehan@cointracker.io

David Deputy – david.deputy@vertexinc.com

Membership:
Email membership@accountingblockchain.net

or visit http://accountingblockchain.net
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Disclaimer
LEGAL NOTICE:

Copyright © 2018 Accounting Blockchain Coalition, Inc. ALL RIGHTS RESERVED.

This ABC Monthly Call document is proprietary to Accounting Blockchain Coalition, Inc. (also referred to as “ABC”) and/or its successors and assigns.

NOTICE TO USERS WHO ARE ABC MEMBERS: Members of ABC have the right to use and implement this ABC DOCUMENT NAME, however, to the Member’s

continued compliance with the ABC Intellectual Property Policy, Bylaws and Participation Agreement.

NOTICE TO NON-MEMBERS OF ABC: If you are not a Member of ABC and you have obtained a copy of this document, you only have a right to review this

document or make reference to or cite this document with permission from ABC. Any such references or citations to this document must acknowledge ABC copyright

ownership as follows: “© 2018 Accounting Blockchain Coalition, Inc. ALL RIGHTS RESERVED.” When making any such citations or references to this

document you are not permitted to revise, alter, modify, make any derivatives of, or otherwise amend the referenced portion of this document in any way without the

prior express written permission of ABC. Nothing contained in this document shall be deemed as granting you any kind of license to implement or use this document

or the specification described therein, or any of its contents, either expressly or impliedly, or to any intellectual property owned or controlled by ABC, including, without

limitation, any trademarks of ABC.

LEGAL DISCLAIMER:

THIS DOCUMENT AND THE INFORMATION CONTAINED HEREIN IS PROVIDED ON AN “AS IS” BASIS. TO THE MAXIMUM EXTENT PERMITTED BY

APPLICABLE LAW, NVM EXPRESS, INC. (ALONG WITH THE CONTRIBUTORS TO THIS DOCUMENT) HEREBY DISCLAIM ALL REPRESENTATIONS,

WARRANTIES AND/OR COVENANTS, EITHER EXPRESS OR IMPLIED, STATUTORY OR AT COMMON LAW, INCLUDING, BUT NOT LIMITED TO, THE

IMPLIED WARRANTIES OF MERCHANTABILITY, FITNESS FOR A PARTICULAR PURPOSE, TITLE, VALIDITY, AND/OR NONINFRINGEMENT.
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Thank you!

Copyright © 2018

26


