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FASB Directs Staff to Draft Final
Standard on Crypto Assets

Overview

At its September 6, 2023, meeting, the FASB discussed feedback on its proposed ASU' on the
accounting for and disclosure of certain crypto assets. On the basis of comments received on
the proposal, the Board directed its staff to draft a final standard. Under the new guidance,
an entity would be required to subsequently measure certain crypto assets at fair value, with
changes in fair value included in net income in each reporting period.

Background

Currently, an entity must account for crypto assets as indefinite-lived intangible assets

in accordance with ASC 3507 (i.e., the assets must be measured at historical cost less
impairment) unless the entity is within the scope of the investment-company guidance in ASC
946° or is a certain type of broker-dealer. Stakeholders have raised concerns that, among
other factors, this traditional intangible asset model (1) does not faithfully represent the
economics of crypto assets and (2) makes the recognition of impairments needlessly complex
by requiring entities to use a crypto asset's lowest observable fair value within a reporting
period. Accordingly, the FASB proposed amendments that would better reflect the economics
of crypto assets held by entities as well as reduce the complexity and cost of complying with a
historical-cost-less-impairment model under the existing requirements in ASC 350.

" FASB Proposed Accounting Standards Update (ASU), Intangibles — Goodwill and Other — Crypto Assets (Subtopic 350-60).
2 FASB Accounting Standards Codification (ASC) Topic 350, Intangibles — Goodwill and Other.
3 FASB Accounting Standards Codification Topic 946, Financial Services — Investment Companies.


https://www.fasb.org/Page/PageContent?pageId=/meetings/pastmeetings/09-06-23.html&bcpath=tff
https://fasb.org/Page/ShowPdf?path=Prop+ASU%E2%80%94Intangibles%E2%80%94Goodwill+and+Other%E2%80%94Crypto+Assets+%28Subtopic+350-60%29%E2%80%94Accounting+for+and+Disclosure+of+Crypto+Assets.pdf&title=Proposed+Accounting+Standards+Update%E2%80%94Intangibles%E2%80%94Goodwill+and+Other%E2%80%94Crypto+Assets+%28Subtopic+350-60%29%3A+Accounting+for+and+Disclosure+of+Crypto+Assets&acceptedDisclaimer=true&IsIOS=false&Submit=

Key Tentative Board Decisions

At the meeting, the FASB reaffirmed a majority of the proposed ASU's requirements. Key
tentative decisions are highlighted below.

Scope

The guidance in the proposed ASU applies to crypto assets that, among other things,* reside
on “a distributed ledger based on blockchain technology.” In response to feedback from
constituents, the Board decided to extend the scope of that guidance to add crypto assets
that reside on a distributed ledger that is based on technology that is similar to a blockchain.

Although some stakeholders suggested that the guidance should apply to certain assets that
provide rights to other crypto assets (e.g., “wrapped tokens"), the Board ultimately decided not
to include such assets within the scope of the final standard.

Measurement

The Board reaffirmed the proposed ASU's requirement that an entity must subsequently
measure crypto assets that are within the scope of the guidance (as amended) at fair value,
with changes in fair value included in net income for each reporting period.

Presentation

The Board reaffirmed its proposed guidance on the presentation of crypto assets. Accordingly,
under the final standard, an entity would be required to:

« Present on the balance sheet the aggregate amount of “crypto assets measured at fair
value separately from other intangible assets” that are not measured at fair value.

+ Presentin netincome changes in the fair value of crypto assets separately from
changes in the carrying amount (e.g., impairments and amortization) of other
intangible assets, including other crypto assets that are not measured at fair value.

« (lassify as cash flows from operating activities those cash receipts from the nearly
immediate sale of crypto assets that were “received as noncash consideration in the
ordinary course of business (for example, in exchange for the transfer of goods and
services to a customer).”

Disclosures

The Board reaffirmed its proposed guidance on annual and interim disclosures related to
significant holdings of crypto assets, restrictions on crypto assets, and an annual reconciliation
of activities for the entity’s crypto holdings. However, on the basis of feedback from
stakeholders, the Board decided to exclude from the annual reconciliation “activity related

to crypto assets received as noncash consideration in the ordinary course of business and
converted nearly immediately into cash.” An entity that does not include this activity in its
annual reconciliation would be required under the final guidance to separately disclose where
it has presented such activity in its income statement.

4 The proposed ASU would apply only to a crypto asset that meets the definition of an intangible asset, is fungible, is secured by
cryptography, does not provide the holder with “enforceable rights to, or claims on, underlying goods, services, or other assets,”
resides on “a distributed ledger based on blockchain technology, [and is] not created or issued by the reporting entity or its related
parties.”



Effective Date and Transition

Effective Date

The Board decided that the final standard would be effective for all entities in fiscal years
beginning after December 15, 2024, including interim periods within those years. Early
adoption would be permitted.

Transition

When adopting the final standard, an entity would be required to record a cumulative-effect
adjustment to retained earnings (or other appropriate components of equity or net assets) as
of the beginning of the annual period of adoption. Retrospective restatement would not be
required for prior periods.

Next Steps

The Board directed the staff to move forward with drafting a final ASU for approval by ballot.
Issuance of a final ASU is expected during the fourth quarter of 2023.

Contacts

Stephen McKinney Bob Bell

Audit & Assurance . Audit & Assurance
Managing Director ' Senior Manager
Deloitte & Touche LLP Deloitte & Touche LLP
+1203 761 3579 +1 312 486 0031
smckinney@deloitte.com robbell@deloitte.com



mailto:smckinney%40deloitte.com?subject=
mailto:robbell%40deloitte.com?subject=

Dbriefs for Financial Executives

We invite you to participate in Dbriefs, Deloitte’s live webcasts that give you valuable insights into important
developments affecting your business. Topics covered in the Dbriefs for Financial Executives series include financial
reporting, tax accounting, business strategy, governance, and risk. Dbriefs also provide a convenient and flexible way to
earn CPE credit — right at your desk.

Subscriptions

To subscribe to Dbriefs, or to receive accounting publications issued by Deloitte's Accounting and Reporting Services
Department, please register at My.Deloitte.com.

The Deloitte Accounting Research Tool

Put a wealth of information at your fingertips. The Deloitte Accounting Research Tool (DART) is a comprehensive online
library of accounting and financial disclosure literature. It contains material from the FASB, EITF, AICPA, PCAOB, and SEC,
in addition to Deloitte’s own accounting manuals and other interpretive guidance and publications.

Updated every business day, DART has an intuitive design and navigation system that, together with its powerful search
and personalization features, enable users to quickly locate information anytime, from any device and any browser.
While much of the content on DART is available at no cost, subscribers have access to premium content, such as
Deloitte's FASB Accounting Standards Codification Manual. DART subscribers and others can also subscribe to Weekly
Accounting Roundup, which provides links to recent news articles, publications, and other additions to DART. For more
information, or to sign up for a free 30-day trial of premium DART content, visit dart.deloitte.com.

Heads Up is prepared by members of Deloitte’s National Office as developments warrant. This publication
contains general information only and Deloitte is not, by means of this publication, rendering accounting,
business, financial, investment, legal, tax, or other professional advice or services. This publication is not a
substitute for such professional advice or services, nor should it be used as a basis for any decision or action
that may affect your business. Before making any decision or taking any action that may affect your business,
you should consult a qualified professional advisor. Deloitte shall not be responsible for any loss sustained by
any person who relies on this publication.

The services described herein are illustrative in nature and are intended to demonstrate our experience
and capabilities in these areas; however, due to independence restrictions that may apply to audit clients
(including affiliates) of Deloitte & Touche LLP, we may be unable to provide certain services based on
individual facts and circumstances.
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Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by
guarantee ("DTTL"), its network of member firms, and their related entities. DTTL and each of its member firms
are legally separate and independent entities. DTTL (also referred to as “Deloitte Global”) does not provide
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related entities that operate using the “Deloitte” name in the United States and their respective affiliates.
Certain services may not be available to attest clients under the rules and regulations of public accounting.
Please see www.deloitte.com/us/about to learn more about our global network of member firms.

Copyright © 2023 Deloitte Development LLC. All rights reserved. ’ Follow us @DeloitteAcctg


http://www.deloitte.com/us/about
https://www2.deloitte.com/us/en/pages/dbriefs-webcasts/series.html
https://www2.deloitte.com/us/en/pages/dbriefs-webcasts/series/financial-executives.html?icid=nav2_financial-executives
http://My.Deloitte.com
http://my.deloitte.com/
http://dart.deloitte.com
https://twitter.com/DeloitteAcctg

