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IFRS to Address Accounting for Cryptocurrency

The IFRS (International Financial Reporting Standards Foundation) has been ruminating on the challenges
of accounting for cryptocurrency for some time now. The IFRS Interpretations Committee is holding a
meeting in London with crypto on the agenda listed as one of the items with a decision to finalise.

A staff paper outlines a prior meeting discussion that tackled crypto:

In March 2019 the IFRS Interpretations Committee (Committee) published a tentative agenda decision on
holdings of cryptocurrencies. For the purposes of its discussion, the Committee considered
cryptocurrencies with all the following characteristics:

a. a cryptocurrency that is a digital or virtual currency recorded on a distributed ledger and uses
cryptography for security.
a cryptocurrency that is not issued by a jurisdictional authority or other party.

c. aholding of a cryptocurrency that does not give rise to a contract between the holder and another

party.

The paper references 20 comment letters submitted by interested parties from around the world. The
comments included the opinion of staunch crypto proponents the Chamber of Digital Commerce which told
IFRS that:

“...itis important to understand that digital assets may not fit neatly into simply one characterization.”

According to the paper, 16 respondents said the Board should consider undertaking standard-setting for
holdings of cryptocurrencies either instead of, or in addition to, the Committee finalizing the agenda
decision.

The exercise is part of a step-stone procedure in disseminating agreed upon standards but also shows the
challenges, and disparity of opinion, when accounting for diverse digital assets.

[tis interesting to note that back in December, IASB Chair (part of the [FRS) Hans Hoogervorst, was quoted
predicting that cryptocurrencies will be gone in the amount of time it takes to establish a standard - about
5 years.

What is Cryptocurrency?

A cryptocurrency (or crypto currency) is a digital asset designed to work as a medium of exchange that
uses strong cryptography to secure financial transactions, control the creation of additional units, and
verify the transfer of assets. Cryptocurrencies use decentralized control as opposed to centralized digital
currency and central banking systems.

The decentralized control of each cryptocurrency works through distributed ledger technology, typically
a blockchain, that serves as a public financial transaction database.
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Bitcoin, first released as open-source software in 2009, is generally considered the first decentralized
cryptocurrency. Since the release of bitcoin, over 4,000 altcoins (alternative variants of bitcoin, or other
cryptocurrencies) have been created.

- Source: crowdfundinsider.com/ Wikipedia/ IASB

Please feel free to contact us at contact@xactitude.in for any further queries.




