
 

Cryptocurrency Donations White Paper 1 

 

 

 

Cryptocurrency 

Donations 
White Paper 

 

 

 

 

 

 

 

 

 

 

CrossTower 

giving@crosstower.com 

  A woman and minority founded organization 

February 2022 

 

mailto:giving@crosstower.com


 

Cryptocurrency Donations White Paper 2 

Table of Contents 

1. Foreword 3 

2. Introduction 4 

3. Growing Interest in Crypto Giving 4 

4. Challenges to Crypto Giving: It’s Cumbersome 5 

5. Donor Lack of Education Regarding Tax Deductions 6 

6. Education: Basic Concepts Regarding Tax Deductions 8 

7. Education: Purchasing on the Open Market and Holding for More than One 

Year 8 

8. Education: Mining, Staking, Airdrops, or Compensation for Services 10 

9. Other Donor Considerations: Annual Limit and Topping Off 11 

10. Relevant Tax Forms and Qualified Appraisals 11 

11. Considerations for Charitable and Non-profit Organizations 12 

12. Conclusion 14 

 



 

Cryptocurrency Donations White Paper 3 

1. Foreword 

CrossTower is a global cryptocurrency 

exchange that recently launched the 

CrossTower Charitable Giving Arm, a 

program that facilitates the ability of non-

profits to accept donations in 

cryptocurrencies. There is increasing 

interest in donating crypto, however, 

research indicates that donors find it 

cumbersome to navigate the donation 

process1. CrossTower created a workflow 

that facilitates the ability of charitable 

organizations to easily receive and liquidate 

cryptocurrencies, eliminating complexities 

identified by both donors and charitable 

organizations. 

 

CrossTower is uniquely qualified to provide 

this service given its experience and 

expertise in the space. Specifically, (1) 

CrossTower operates a fully operational and 

highly respected cryptocurrency exchange, 

ranked #4 globally by CryptoCompare, that 

can accept and convert cryptocurrencies; 

(2) CrossTower has integrated with highly 

respected US banks and CrossTower 

regularly converts cryptocurrency to US 

dollars in the operation of its daily business;  

(3) CrossTower has a fully-developed, 

institutional-grade compliance department 

to on-board and screen both charitable 

organizations and donors, if required; (4) 

CrossTower has a “qualified appraisal” 

capability for the donor, as required by the 

IRS; and (5) CrossTower can generate IRS 

Form 8283 and IRS Form 8282 for both the 

donor and the charitable organization2. 
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2. Introduction 

Non-profits and other charitable organizations may find it useful to understand their donors’ tax 

considerations and their potential benefits by donating cryptocurrencies, such as Bitcoin or 

Ethereum, to a non-profit organization. Though such donations will help non-profits market and 

raise funds for their missions, ultimately, it is the donors, rather than the non-profits, that face 

any tax risks associated with donations.  Therefore, even if non-profits understand and educate 

donors about the benefits of donating cryptocurrencies, non-profits should also encourage 

donors to consult with their own accounting and tax advisors. 

 

 

3. Growing Interest in Crypto Giving 

There is a growing trend within younger 

generations towards gifting to charitable 

organizations, including with 

cryptocurrencies. Interestingly, younger 

generations are more likely than their older 

counterparts to give. A Fidelity Charitable 

report showed that nearly 90% of 

millennials felt that charitable giving is 

important, compared to 74% of the total 

population3. 

 

Younger people are also much more likely 

to hold cryptocurrencies. Gen Z and 

Millennial buyers make up nearly 94% of all 

crypto buyers — compared to just 6.14% 

across all other buyers over the age of 40. 

Millennial buyers outnumber Gen X buyers 

by 15.5X and Boomer buyers by 62.9X. Not 

only is crypto a young buyer’s game, it is by 

a considerable margin4. and this trend of 

adopting cryptocurrencies is unlikely to 

decline.  According to a recent study, fifty-

one percent of Millennials are considering 

investing into more cryptocurrency in 

2022.5  

 

The data firmly establishes that younger 

generations like to give and that they have 
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confidence in cryptocurrencies. While those 

factors alone are compelling, changing 

demographics offer non-profits yet another 

reason to consider receiving crypto as a 

donation. By 2030, all baby boomers (those 

born between 1946 and 1964) will be 65 

years and older, inevitably launching the 

greatest wealth transfer in the history of the 

United States. The “Great Wealth Transfer” 

– as it is called – is already well underway 

as an estimated 73 million baby boomers 

age into retirement, transferring up to $59 

trillion of wealth to the next generations 

through inheritances and assets6.A wealth 

transfer of this size and scale will have a 

significant impact on all aspects of 

charitable giving. We expect that it will have 

a particularly noticeable impact on 

donations by younger generations in crypto.

 

 

 

4. Challenges to Crypto Giving: It’s 

Cumbersome

Despite this obvious supply of natural 

donors, ironically, it’s extremely difficult to 

donate cryptocurrencies. Fidelity Charitable 

found that 44% of investors that donated 

cryptocurrencies found the process 

“cumbersome” and 46% stated it was 

difficult to find charities that accepted 

donations of cryptocurrencies7. 

Finding a solution to the cumbersome 

process of donating crypto could facilitate 

significant inflows of charitable giving to 

non-profits. It is in the interest of non-profits, 

then, to actively seek solutions to the 

obstacles presented to donors who wish to 

donate their crypto. 
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5. Donor Lack of Education Regarding 

Tax Deductions

One part of the challenge to donating in 

crypto is a lack of education.  Data 

suggests that donors do not understand or 

are not aware of the tax benefits for donors 

that give cryptocurrencies. 

For example, a Fidelity Charitable study 

found that 56% of investors were unsure if 

selling cryptocurrency after its price had 

appreciated would be classified as a taxable 

event8. 
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6. Education: Basic Concepts 

Regarding Tax Deductions 

In light of the lack of understanding in 

donating in crypto, one of the key messages 

that should be conveyed by non-profits to 

potential donors is that tax benefits accrue 

not just to the charity or non-profit, but also 

to the donor. Full fair market value tax 

deduction may be available to 

cryptocurrency investments held more than 

one year. This may provide an opportunity 

for donors to take a full fair market value tax 

deduction while achieving maximum impact 

with charitable giving. Any tax deductions 

are contingent upon the specific facts of 

how the cryptocurrency was obtained. For 

example, a donor who purchased the 

cryptocurrency in the open market and then 

donated it in-kind to a charity, and a donor 

who received cryptocurrency as 

compensation for validating the blockchain 

while staking or mining, as an airdrop, or as 

compensation for services may receive 

different tax treatment. 

 

 

 

7. Education: Purchasing on the Open 

Market and Holding for More than 

One Year 

A donor who has purchased cryptocurrency 

in the open market and held it for over one 

year9 may avoid capital gains. Consider a 

taxpayer who purchased one bitcoin in early 

2019 for $5,000 to hold as an investment. 

The taxpayer who sold this bitcoin in 2022 

for $50,000, would owe capital gains taxes 

on the $45,000 gain. Because the taxpayer 

held this bitcoin for over one year, the gain 

would be taxed at long-term capital gains 

rates. This could mean as much as $6,750 

in federal income taxes, assuming the donor 

qualifies for a 15% capital gains tax rate, as 

further described in the example below. 

Mikki Obreja, Sr. Tax Manager at CBM P.C. 

- CPAs & Business Advisors notes that 

"depending on the donor’s taxable income 

and filing status, the long-term capital gains 

tax rate can be as low as 0% and as high as 

20%. If the taxpayer wanted to donate, the 
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taxpayer-donor may also owe an additional 

$1,710 (or 3.8% of the $45,000 gain) of net 

investment tax, if the taxpayer-donor is a 

single filer with a modified adjusted gross 

income (MAGI) of more than $200,000 or a 

married couple with a MAGI of more than 

$250,000. Also, it is important to note that 

even though the effect on state income 

taxes is not analyzed here, these should not 

be ignored."10 

In contrast, a taxpayer who donated this 

bitcoin to a charity would not owe capital 

gains tax as a result of the donation. 

Further, the taxpayer could receive a 

charitable contribution deduction that could 

reduce federal income tax liability on the fair 

market value of the asset. The charity would 

receive the maximum amount of the 

donation, which is the fair market value of 

the asset. It’s also important to note that the 

security wash-sale rules do not apply, so in 

theory, a donor that is bullish on the 

particular asset can donate the asset, reap 

the fair market value benefit for tax 

planning, and then immediately repurchase 

the asset in her portfolio. 

 

Section 170(a)(1) governs the deduction of 

charitable contributions that occurred in the 

taxable year and explains the differences in 

possible tax outcomes.  Crypto is treated as 

property under the US tax code. When a gift 

is made in property, not money, the amount 

that is reported on the donor’s tax return is 

the property's “fair market value” at the time 

it is made. 
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8. Education: Mining, Staking, 

Airdrops, or Compensation for 

Services 

If a cryptocurrency donation was acquired 

through mining, staking, an airdrop, or as 

compensation for services, then a different 

analysis may apply. Mining crypto involves 

verifying transactions on a blockchain by 

using computer power to solve complex 

mathematical problems as part of proof-of-

work consensus. Cryptocurrencies earned 

through mining are subject to ordinary 

income tax. 11Donations of ordinary income 

property, including cryptocurrencies in such 

cases, may be lowered to the donor’s basis 

in such property before claiming the 

charitable contribution deduction. 

 

Revenue Ruling 2019-24 states that an 

“airdrop” of new cryptocurrency after a 

hard-fork is considered as income if the 

taxpayer has the ability to sell the new units 

of cryptocurrency at the time of the 

airdrop.12Airdrops are used as a method to 

reward users and distribute new tokens to 

community members. Airdrops will likely be 

treated the same as mining rewards and 

therefore will likely be considered ordinary 

income. 

 

Blockchains that use a proof-of-stake 

consensus mechanism require entities, 

called validators, to make sure each 

transaction on the blockchain network is 

valid. Validators can receive block rewards 

as well as rewards for their staking activity.  

These staking rewards currently are not 

subject to specific IRS guidelines. There are 

two schools of thought regarding staking: 

one believes that these rewards should fall 

under ordinary income, similar to rewards 

from mining, while the other believes these 

are not taxable until they are exchanged, 

disposed, or sold. 

 

Donors will need to consult their tax 

advisers in order to determine the 

appropriate tax treatment of their donations. 



 

Cryptocurrency Donations White Paper 11 

9. Other Donor Considerations: Annual 

Limit and Topping Off 

A donor must consider if the annual 

limitation on gifts will impact their capacity 

to take the tax deduction for the fair market 

value of the gift. As stated above, the IRS 

classifies cryptocurrencies as property for 

federal tax purposes, which faces the same 

limits on contribution as they do for other 

property types. Although IRS FAQ #34 

states that a donor gifting a cryptocurrency 

to a charity, as mentioned in Internal 

Revenue Section 170(C), will not recognize 

income, gain, or loss for the donation, it 

does not provide details regarding annual 

limitations. Consequently, donors should be 

sure to keep this issue in mind to see how it 

applies to their situation. 

If a charity chooses not to convert the 

cryptocurrency immediately, it could choose 

to include a “topping off” provision within 

the donors' agreement. A “topping off” 

provision allows a donor to increase or “top 

off” their donation to the required USD 

value, if the donation fails to meet the 

specified USD value upon conversion. Such 

a “topping off” could be classified as two 

separate donations, the first one being a 

property donation and the second being 

seen as a cash donation.  

 

 

 

10. Relevant Tax Forms and Qualified 

Appraisals 

Under Section 170(f)(11)(C) of the Internal 

Revenue Code, any property donation over 

$5,000 in value requires the donor to obtain 

a valuation of the property through an 

independent party. Accordingly, taxpayers 

who used cryptocurrencies for charitable 

property donations need their donations to 

be valued by a “qualified appraiser”.13 

A pivotal step is finding a qualified appraiser 

for the valuation of the charitable donation 

of cryptocurrencies, which may not be 

straight forward. An appraiser must earn a 

recognized designation or meet certain 

educational requirements, and would need 

experience of at least two years of 

appraising the type of property they are 
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valuing. 14In addition to the difficulty of 

finding a qualified appraiser, the cost of 

appraisals could also discourage some 

donors from donating. 

CrossTower offers a charitable donation 

platform that provides a qualified appraisal 

service and provides all tax forms for the 

donor and the charity. We note that this 

level of experience in valuing 

cryptocurrencies is a niche requirement. 

 

Donations above the $5,000 threshold also 

require a donor to complete Form 8283, 

Noncash Charitable Contributions, and 

attach it to their tax return. For donations of 

this size, the charity (donee) must sign the 

form to acknowledge receipt of the donation 

as well as that it understands it needs to file 

Form 8282, Donee Information Return, if it 

sells, exchanges, or otherwise disposes of 

the donated property within three years of 

the date it was contributed. The form is 

intended to notify the IRS of situations in 

which the claimed donation value of 

property significantly exceeds the actual 

value when the donee disposes of it and 

could prompt the IRS to examine the 

original appraised value. 

 

 

 

11. Considerations for Charitable and 

Non-profit Organizations

Charities may want to consider tax risks 

when accepting cryptocurrency donations. 

For example, private college and university 

endowments could face an endowment tax 

if they exceed a threshold of $500,000 per 

student. This does not apply to pledges, but 

rather the assets owned by the charity. 

Thus, once a cryptocurrency is gifted to a 
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covered educational organization, they 

must determine its valuation to compute 

payments or thresholds with regards to the 

endowment tax. Valuation may be simple if 

the cryptocurrency is readily exchanged to 

cash. 

 

Charities accepting cryptocurrency may 

also need to enact compliance procedures 

that include anti-money laundering (“AML”) 

and know your customer (“KYC”) 

obligations. While implementing and 

maintaining an AML program in connection 

with donations is not required for either 

cash or crypto, there may be risks to a 

charity that lacks such a program. For 

instance, if a donation is made by a bad 

actor, whether in cash or crypto, there are 

potential reputational risks to a charity if the 

source of the donation is made public. This 

risk may relatively low, but a charity must 

weigh such a risk. 

 

Another risk charities face relates to 

charities' banking relationships and 

cryptocurrencies. Financial entities, such as 

banks, apply a “risk-based approach” on a 

charity's controls when conducting due 

diligence. If a charity implements a 

cryptocurrency program without an AML 

program, it’s possible that charities could 

have their bank accounts closed 

unexpectedly and without explanation, 

depending upon its bank’s policies on 

cryptocurrencies. Consequently, it would be 

prudent for a charity to engage in a 

dialogue with its bank to ensure that no 

adverse impact will occur if it accepts 

crypto as a donation.15 

 

Charities must also be aware of obligations 

under regulations promulgated by the Office 

of Foreign Assets Control (“OFAC”). US 

persons or entities are also obligated to 

comply with OFAC sanctions.  Regulations 

promulgated by OFAC require that US 

persons will not engage in transactions or 

trade with persons on OFAC's Specially 

Designated Nationals (SDN) list or entities 

owned 50% by 1+ blocked persons.16The 

consequences of an OFAC violation are 

unclear and should be explored by the 

charitable organization and its advisors. 
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12. Conclusion 

Given younger generations increased access to wealth and the growing acceptance of 

cryptocurrency, it is increasingly likely that more donors will seek to donate cryptocurrencies to 

charities and non-profits over other traditional assets. While donations in cryptocurrencies 

present unique tax implications to both donors and non-profits, both donors and charities can 

benefit and achieve their goals in making and receiving donations. Charities and non-profits that 

adapt to accept cryptocurrencies will be poised for future benefit as Millennials and Generation 

Z occupy an increasingly larger share of the charitable giving population.
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