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KIN16S held >1M in LUNC at drop date.

Initally received 6.+ LUNA 2.0 for airdrop. Since this is the initial airdrop, the cost base
NEWS > TERRA » is $nil (in line with ATO treatment).

Tokens Any further airdrops may have tax consequences.

How the LUNA 2.0 airdrop will be distributed on May 28

Information, including examples, has been released regarding the LUNA 2.0 airdrop scheduled to
happened on May 27, 2022

a Liam ‘Akiba’ Wright
May. 26, 2022 at 5:00 pm UTC

Terraform Labs has released information regarding the LUNA 2.0 airdrop scheduled for May 27, 2022.
UPDATE May 27 08:50 GMT: Airdrop time now pushed to May 28th, 2022 at 06:00:00 GMT

The current LUNA token will be renamed LUNC, while the new LUNA 2.0 token will assume the ticker
LUNA. Holders of LUNC (Luna Classic), USTC (UST Classic), and aUST (staked UST) will be airdropped
LUNA tokens from the new chain.

LUNA Airdrop
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How the LUNA 2.0 airdrop will be distributed on May 28

AD The Right Place to Buy, Exchange and Borrow against Your Crypto.  Get Started
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mainnet goes live, the airdrop will begin. According

to a Terraform Labs verified Medium post, you will

be eligible for the airdrop if:

At the Pre-Attack snapshot, hold:

= LUNA (including staking derivatives)

= Lessthan 500k aUST (UST deposited in

Anchor)

And/or at the Post-Attack snapshot, hold:

= LUNA (including staking derivatives)

= UST

Secure your crypto earnings with Haru Invest

Total number of
earning paid-outs

Rate of members
who continue to use us

Countries with members
who use our platform

Zero security breaches

ADVERTISEMENT

The snapshot timings used in the above criteria are shown below:

Snapshot Asset Type Quantity in wallet Vesting
< 10k Luna 30% unlocked at genesis; 70% vested over 2 years with 6 month cliff
P LUNA (Including staking derivatives) < 1M Luna 1 year cliff, 2 year vesting thereafter
| > 1M Luna 1 year cliff, 4 year vesting thereafter |

aUST (UST deposited in Anchor) | Capped at 500k (whale cap)

LUNA (Including staking derivatives)

Post-attack
ost-attac| UST

N.A.

30% unlocked at genesis; 70% vested over 2 years thereafter with 6 month cliff

Source: Medium

When will the airdrop happen?

The genesis block of LUNA 2.0 will occur on May 27, 2022, at which time 309 of the LUNA airdrop will be
issued, with the remaining 70% to be issued over two years with a six-month cliff. The cliff means users

will start to receive the rest of their airdrop after 6-months at around 3.9% per month.

“At Genesis, 30% of the LUNA airdrop will be immediately available to Pre-
Attack users with wallets that had less than 10k LUNA (including staking

derivatives) or deposited UST in Anchor, and Post-Attack users with any

quantity of LUNA (including staking derivatives), UST, or both.”
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However, it does appear that investors will still be able to claim their rewards at any point.

“Users will earn staking rewards on their vesting LUNA starting from the point

at which it is staked, and can claim these rewards at any point.”

Regarding vested LUNA, “if a user would like liquid LUNA as soon as their cliff hits, they’ll need to
undelegate their staked, vested LUNA at least 21 days before the first day of their cliff.” However,
information in Table 4 of the Medium posts suggests that bridged LUNA will be “distributed at a later
date’”

LUNA tokens that will not be included in LUNA 2.0

Any LUNA currently held in the bridge contract will be set aside “as part of the community pool for

distribution after the chain launches.”

Therefore, it may be prudent for investors who hold LUNA bridged off of Terra, such as Wormhole or

WLUNA, may wish to convert into LUNA tokens before the snapshot.

The Medium post outlines the following scenarios where the airdrop will not be available.

UST or LUNA bridged off of Terra

= Users with bridged UST or LUNA who would like to be included in the Post-Attack

snapshot need to bridge back to Terra before the snapshot is taken.

UST or LUNA on Terra protocols that cannot be easily identified

= Allprotocols listed on DeFi Llama here will be covered, in addition to a few others that are

known.

UST or LUNA on CW3 multi-sig contracts

= Most UST and LUNA in CW3 multi-sig contracts will be accounted for, but

there could be edge cases that may not be included.
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The below table gives a comprehensive breakdown of what will be included in the LUNA 2.0 airdrop.
Investors who held LUNA before the snapshot or hold through the May 26 snapshot will receive airdrops
on Binance, Huobi, Bybit, Bitrue, Bitfinex, Kraken, FTX, Gate.io, OKX, and Bitget.

Other exchanges may also support the airdrop but are not currently confirmed by Terraform Labs. For
example, Swissborg recently notified its users that they are working on distributing the LUNA 2.0

airdrop to users even though it does not list LUNC.

Swissborg lists UST as a token and will likely receive a LUNA 2.0 airdrop on behalf of its users. The

technical complexity of solving this issue is one facing many exchanges around the world.

Terra Native (Staking Derivatives) Supported at Genesis Eligible. To be allocated to ity pool and distributed at a later date
bLUNA Chain Protocol / Chain For LUNA and UST only
stLUNA Anchor Chain Bridge
nLUNA Risk Harbour Shuttle
cLUNA Astroport Ethereum Wormhole
PLUNA Terraswap Axelar
LUNAX Mars Axelar
STEAK Spectrum Wormbhole

Pylon Solana Wormhole
CEXs Aperture Kurora Allbridge
Binance White Whale Wormhole
Hun-bi Kujira BSC Shuttle
Bybit Nexus Wormhole
Bitrue INK Harmony Shuttle
Bitfinex Loop Finance Wormbhole

Fantom

Kraken Apclio DAO Axelar
FTX Terra Edge Polygon Wormbhole
Gate.io Starterra Axelar
OKX Lido Moonbeam Axelar
Bitget Angel Protocol Axelar

Stader Secret

PRISM Kava

Steak Juno 1BC

Mirror Sifchain

Valkyrie Injective

Alice Cosmos

Suberra Cronos

Kinetic Thorchain N.A

Apollo Safe/CW3 Solana renBridge

LoTerra Ethereum

TerraFloki Arbitrum

Bc Crescent Metis Synapse
Osmosis Optimism

Source: Medium

UPDATE May 27 08:50 GMT: Revised airdrop and mainnet timings to meet new release times from

Terraform Labs

AUTHOR
. 7] Liam Akiba’ Wright
.  Editorand Producer at CryptoSlate
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predicts the next 10 years will bring in a dawn of a new age of technological innovation.

POSTED IN: TERRA, ICOS, STABLECOINS, TOKENS

Read Our Latest Market Report

Analyzing the current state of Ethereum, DeFi,
stablecoins, NFTs post-FTX fallout

Market report covering Ethereum, NFTSs, stablecoins, usage and
losses

James Van Straten - 3 days ago

Connect your wallet, trade with Orion Swap Widget.

Directly from this Widget: the top CEXs + DEXs aggregated through Orion.

No account, global access.
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Staking rewards and airdrops

How tax applies to crypto rewards and new tokens from staking crypto assets.

On this page

Staking_and the role of forgers

Staking rewards and income tax treatment

Airdrops and income tax treatment

Initial allocation airdrops

Staking and the role of forgers

Feedback

Staking involves locking your existing crypto asset tokens to validate transactions on
the blockchain and create new blocks. The users who create new blocks in this system
are known as forgers.

Proof of stake is a consensus mechanism, where forgers (similar to miners) hold units
of a crypto asset to validate transactions and create new blocks. When a transaction is
verified on the network as valid there is a consensus.

Example: staking existing crypto assets

Anastasia holds 50,000 Coin A tokens, which she stakes to a Coin A pool as
a premium staker.

Anastasia receives additional Coin A tokens when her pool participates in

consensus. Anastasia also receives a small payment of Coin A tokens from the
node leader for supporting their node.
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The money value of the additional Coin A tokens that Anastasia receives is
included in her ordinary assessable income at the time she receives the tokens.

The cost base of Anastasia’s additional Coin A tokens is their market value at
the time she receives them.

Staking rewards and income tax treatment

As a forger who creates a new block, you'll usually receive a reward in the form of
additional tokens from holding the original tokens. The money value of additional
tokens is ordinary income at the time you receive the tokens. You need to declare the
income in your tax return as other income (/Individuals/myTax/2022/In-detail/Other-

incomey).

Other consensus mechanisms that reward existing token holders for their role in
maintaining the network have the same tax outcome. This includes rewards you receive
through:

e proof of authority and proof of credit mechanisms by validators
e agent nodes and guardian nodes

e premium stakers and other entities performing comparable roles.

You also receive ordinary income equal to the money value of the tokens if you
receive as a reward for either:

e participating in 'proxy staking'

e voting your tokens in a consensus mechanism.

You also need to declare this income in your tax return as other income
(/Individuals/myTax/2022/In-detail/Other-income/).

When you dispose of crypto assets you earn through staking, you will need to work out
if you make a capital gain or loss (/individuals/Investments-and-assets/crypto-asset-
investments/how-to-work-out-and-report-cgt-on-cryptoy/).

Airdrops and income tax treatment

Airdrops are a marketing tool that distribute crypto assets through a group of people to
build their use and popularity. Some projects 'airdrop' new tokens to existing token
holders as a way of increasing the supply of tokens.
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The money value of an established token you receive by airdrop is ordinary income at
the time you receive it. You need to declare this in your tax return as other income
(/Individuals/myTax/2022/In-detail/Other-income/).

Example: airdrop tokens and market value

Merindah has held Coin A tokens since December 2020, entitling her to receive
monthly BTT airdrops from February 2021.

The money value of the Coin B tokens that Merindah receives for holding her
Coin A tokens is ordinary assessable income.

The cost base of Coin B tokens that Merindah receives by airdrop is their
market value at the time she receives them.

Initial allocation airdrops

A crypto project may make an initial airdrop of tokens that is the very first distribution of
its tokens. These tokens are the initial allocation, if there has been no trading in the
project's tokens prior to the airdrop.

If you receive tokens distributed in an initial airdrop you do not derive ordinary income
or make a capital gain at the time you receive them.

Where the project issues these tokens for free (without any payment made for the
tokens), they have a cost base of zero ($0). These tokens don't have a market value at
the time of the initial airdrop because they have not previously been traded.

Where these tokens are not free, that is you have made a payment in return for
receiving the token, the cost base of the tokens will be amount that you pay to acquire
them.

A CGT event (/individuals/capital-gains-tax/cgt-events/) happens when you dispose of
the tokens. If you hold your tokens for 12 months or more, you may be entitled to the
CGT discount.

Example: capital gain and CGT discount on initial airdrop token
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Cswap launched its own native protocol token, CX through a community
airdrop.

Josh is an eligible account holder of the Cswap protocol and received an initial
allocation of 800 CX tokens on 16 September 2021.

Josh does not derive ordinary income or make a capital gain as a result of the
receipt of the 800 CX.

On 25 May 2023, Josh sold the 800 CX for $4,000. Because the cost base of
the CX tokens was zero, Josh makes a total capital gain of $4,000 in the 2022—
23 income year from the sale of the CX.

Josh is also eligible to reduce his total capital gain using the CGT discount, as
he held his CX for more than 12 months.

Example: capital gain on an initial airdrop token that requires payment
TXP launched its own native protocol token, HXP through an initial airdrop.

TXP distributed the new HXP to participants who paid an amount for the new
token.

Calista pays $1 for each token and receives an initial allocation of 1000 HXP
tokens.

Calista does not derive ordinary income or make a capital gain as a result of
receiving the 1000 HXP.

Calista later sells the 1000 HXP for $4,000. Because the cost base of the CX
was $1,000, Calista makes a capital gain of $3,000 from the sale of the HXP.

Authorised by the Australian Government, Canberra.
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Our commitment to you

We are committed to providing you with accurate, consistent and clear information to help
you understand your rights and entitlements and meet your obligations.

If you follow our information and it turns out to be incorrect, or it is misleading and you make
a mistake as a result, we will take that into account when determining what action, if any, we
should take.

Some of the information on this website applies to a specific financial year. This is clearly
marked. Make sure you have the information for the right year before making decisions

based on that information.

If you feel that our information does not fully cover your circumstances, or you are unsure
how it applies to you, contact us or seek professional advice.

Copyright notice
© Australian Taxation Office for the Commmonwealth of Australia
You are free to copy, adapt, modify, transmit and distribute this material as you wish (but not

in any way that suggests the ATO or the Commonwealth endorses you or any of your
services or products).
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