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What is a crypto wallet?
A crypto wallet is a secured way to digitally access your 
cryptos or digital tokens. 

Though technically it is called a wallet, in practice a crypto 
wallet does not store crypto or digital tokens. The cryptos 
are always on the blockchain, but to access them you need 
keys (or passwords) which are stored in the crypto wallets.

Once the encrypted password or key is provided, one can 
buy or dispose cryptos.

Swipe



Various crypto wallets are available in the form of 
software (online wallets) and hardware (offline wallets).

The software or the online wallets allow users to store 
their private keys on the apps which are protected using 
encryption.

The hardware or the offline wallets typically come in the 
form of USB or a hard disk which is kept physically in a 
safe place.



Services provided by 
digital walletS providers
•   Buy or sell cryptos

•   Store cryptos 

•   Manage cryptos

•   Exchange for fiat currencies



For crypto wallet service provider

VAT impact would be determined whether the services are 
provided for a fee or without any charges.

If fee is charged, taxability would be determined as per 
country-specific VAT laws. It may be treated as exempt 
being the transaction directly concerning currency, or 
taxable since services are provided for an explicit fee.

No obligation to charge VAT may arise where services are 
provided free of charge. 

VAT

Wallet service providers should 
evaluate the implication of electronic 
financial services and place of supply



For crypto holder

As holding crypto or digital 
tokens in a wallet does not 
involve any supply, there may 
not be any VAT impact on the 
person holding cryptos. 

VAT



Income Tax

Like VAT, the income tax impact may 
arise on the wallet service provider 

only when there is a fee charged.

The fee charged may be considered 
as part of its taxable business 

income.



Is there any tax on moving crypto 
from one wallet to another?

For crypto wallet service provider
Generally, when closing a wallet, service provider does not 
charge any fee. If fee is charged, then tax implication 
discussed earlier may apply.

For crypto holder
Movement of crypto from one wallet to another should not 
be taxed on the basis that there is no disposal of assets.

The assets merely move their destination but continue to 
be in the ownership of the person transferring them from 
one wallet to another.



Authors

Our TeamContacT us

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 of 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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