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WHAT ARE AIRDROPS? 4

Airdrops are a marketing strategy where new crypto
are given/ airdropped to people in their digital
wallets free of cost.

It is just like a newly launched product
offered for free by FMCG companies
to lure customers.

N

The objective of airdrops is to raise
awareness about the newly launched
cryptos, attract investors and gain a

wider network of crypto users.
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HOW ARE AIRDROPS TAXED? K
VAT

We have discussed in our previous post on ‘Classifying
Cryptos for Tax' that cryptos are akin to a fiat currency
under VAT.

For Company giving free cryptos (airdrops)
There may not be any tax impact when a Company is

giving cryptos for free, as it would be treated as a
transaction in money and outside the scope of VAT.
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For Crypto recipient

For any transaction to be taxable under VAT, there has to
be a supply. Since the crypto recipient is not providing any
taxable supply in exchange for the airdropped cryptos, it
may be outside the scope of VAT.

The VAT treatment could differ where the crypto recipient
provides any service (say posting on social media
platforms as marketing support) in exchange for
airdropped cryptos. This may be treated as if the crypto
recipient is providing taxable service (marketing support).
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INCOME TAX

Although airdrops may be free
cryptos, this may be considered
as income in the hands of those
who are either reqgularly dealing in
cryptos or have provided service
to earn airdrops.
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4 In the absence of a business or provision

of service, airdrops may be considered as
outside the ambit of income tax.

There is also a possibility to consider
receipt of airdropped cryptos as winnings/
lotteries and not consider these as
taxable income.

Subsequent disposals of airdropped
cryptos may be considered as disposal of

an asset, potentially giving rise to a capital
gains tax.
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Disclaimer: Content posted is for informational and knowledge-sharing purposes only and is not intended to be a substitute for professional advice related to
tax, finance or accounting. This in no way constitute a tax opinion. This do not constitute an investment advice or any other advice on financial services,
financial instruments, or digital assets. The view/interpretation is based on the guidelines and information available in the public domain (including OECD
report). The tax authority in the UAE has not yet published any guidance on the transactions involving crypto. Each reader should take due professional care
before he/she acts after reading the contents DTF such article. No warranty whatsoever is made that any of the articles are accurate. Before acting on any
matters contained herein, reference should be made to subject matter experts and professional judgment needs to be exercised. W T S Dhruva Consultants will
not accept any responsibility for loss occasioned to any person acting or refraining from action as a result of any material in this publication.
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