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Node n

Node 3

Node 2

1) What is a block?

2) What is a blockchain or distributedledger?

What is blockchain?

Connection points
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Participants in the ‘crypto space’

Buyer/ seller

Exchange 
platform

Custodian

Miner

Creator/ 
issuer

Service providers that offer computing 

power to validate & confirm 

transactions between wallets

Safekeeping of token/coins  

through high-security

computer hard- & software

Facilitation of exchange between  

buyer/seller; often exchanges act as  

custodian/wallet for both sides too

Programmer(s) to define

token purpose, role and 

features as well as coding 

language & platform
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Stable coins vs not—fiat backed vs algorithm

Source: 

https://coinmarketcap.com/currencies/terra-luna/

https://coinmarketcap.com/currencies/tether/

What happened to            when             collapsed…

13 May 2022

USD0.0001

5 Apr 2022

USD117.95
5 Apr 2022

USD1.0003

11 May 2022

USD0.9959

https://coinmarketcap.com/currencies/terra-luna/
https://coinmarketcap.com/currencies/tether/


6Document Classification: KPMG Public/Confidential© 2022 KPMG, a Hong Kong (SAR) partnership and a member firm of the KPMG global organisation of independent member firms affi liated with KPMG International Limited, 

a private English company limited by guarantee. All rights reserved. Printed in Hong Kong (SAR).

Benefits and challenges of crypto

 High security

Quick settlement

 Low transaction cost

 Portfolio diversification

 Cross-border payment


Uncertainty over legal 

rights and how law applies

 Regulatory risk


Limited liquidity for some 

crypto


High price volatility and 

liquidity volatility (e.g. 

weekend and holidays)

Source: 

https://fortune.com/2022/05/06/bitcoin-isnt-inflation-hedge-gold-bank-of-america/

https://www.hkma.gov.hk/media/eng/doc/key-information/press-release/2022/20220112e3a1.pdf

https://fortune.com/2022/05/06/bitcoin-isnt-inflation-hedge-gold-bank-of-america/
https://www.hkma.gov.hk/media/eng/doc/key-information/press-release/2022/20220112e3a1.pdf


Accounting for 
crypto-assets
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Accounting for ‘crypto’: How does it fit in…?

Crypto-assets

‘Cryptocurrency’

Inventory
IAS 38 type 

intangible

Crypto-liabilities

Financial asset

Cash
IFRS 9 

type FA

FV

LCS

LOC

NRV

CL

CAI

FVL

CAI

FV

PL
AC

FV

OCI

Contracts over crypto-assets

Financial 

instrument

Net cash 

settled &

≠ ‘own use’

Executory 

contract

Financial 

liability

Contract 

liability

IAS 37 type 

liability

FV

PL
AC

↔ RR in 

IFRS 15

‘Best esti-

mate’ PV

Equity

IFRS 9 

type FL

Other liabilities

Employee 

benefits

Models in 

IAS 19
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Practical challenges: What is ‘cost’?

0.00000001 BTC 

purchased at USD0.00035

another 0.00000001 BTC 

purchased at USD0.0006

1

2

Unit of account: 1 BTC / 0.00000001 BTC / others…

Basis: Specific identification / FIFO / weighted average 

0. 000001 BTC 

purchased at USD0.04

Operational 

challenges!

IAS 38 intangible assets IAS 2 inventories

Cost model Revaluation model Cost model Broker-trader

Subsequent 

measurement

Lower of cost and 

recoverable amount

Revalued amount 

above cost goes to OCI whereas 

below cost goes to PL

Lower of cost and 

net realisable value

Fair value less costs to 

sell

Derecognition Derecognition gain/loss

= Net disposal proceeds minus carrying amount of the disposed asset

Net profit 

= Revenue minus carrying amount of inventories sold

How to determine the 

cost / carrying amount?

Potential questions…
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Customer fund assets: On-book or off-book?

So-called ‘client assets’ accounting

→Development in the secondary literature

▪ IAS 2: where is the recognition section…?

▪ IAS 38: economic benefits…?

▪ IFRS 15: notion of control—but context of 

seller & buyer…

▪ …?

Financial or 

non-financial?

Financial assets, e.g. 

fiat currencies, some 

other crypto assets

Non-financial assets,

e.g. Bitcoins, other 

cryptocurrencies

Analogies to IFRSs—but how…? 
Reference to the definition of an asset in 

the Conceptual Framework

The nature of the customer fund assets and whether they are recognised on the balance 

sheet will affect how the related amounts are presented in profit or loss
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The analyses of financial vs. non-financial items are different

Borrowing from one customer and lending to another one:

Crypto lending & borrowing

IntermediaryLender Borrower

Borrow crypto-assets Lend crypto-assets

Pay fee (‘interest’) Receive fee (‘interest’)

Same accounting treatment as a bank…?

IFRIC agenda decision in March 2017: https://www.ifrs.org/content/dam/ifrs/supporting-implementation/agenda-

decisions/2017/ias-1-ias-2-ias-8-ias-39-ifrs-9-commodity-loans-march-2017.pdf

IFRIC agenda decision on commodity loans: diversity in practice

https://www.ifrs.org/content/dam/ifrs/supporting-implementation/agenda-decisions/2017/ias-1-ias-2-ias-8-ias-39-ifrs-9-commodity-loans-march-2017.pdf
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Resources

IFRS Interpretations Committee Agenda Decision 

June 2019 – Holdings of Cryptocurrencies

KPMG Hong Kong Tax Alert Issue 8, April 2020 –

Taxation of digital assets in Hong Kong

https://home.kpmg/cn/en/home/insights/2020/04/tax-alert-8-hk-taxation-of-digital-assets-in-hk.html
https://www.ifrs.org/content/dam/ifrs/supporting-implementation/agenda-decisions/2019/holdings-of-cryptocurrencies-june-2019.pdf
https://www.ifrs.org/content/dam/ifrs/supporting-implementation/agenda-decisions/2019/holdings-of-cryptocurrencies-june-2019.pdf
https://home.kpmg/cn/en/home/insights/2020/04/tax-alert-8-hk-taxation-of-digital-assets-in-hk.html


13Document Classification: KPMG Public/Confidential© 2022 KPMG, a Hong Kong (SAR) partnership and a member firm of the KPMG global organisation of independent member firms affi liated with KPMG International Limited, 

a private English company limited by guarantee. All rights reserved. Printed in Hong Kong (SAR).

Webinar dates and topics for 2022

For more details and access to our webinar series:

https://home.kpmg/cn/en/home/services/audit/ifrs-news/financial-reporting-webinar-series.html

o 26 January – HKEX Listing Rules Update

o 18 March – IFRS Sustainability Standards – The climate-related and general disclosure prototypes

o 20 May – Get ready for 2022 Interim Reporting season

o 10 June – Closing the gap between climate risk and climate strategy

o 15 July – Crypto-assets – tax and financial reporting considerations

o 2 September – IASB projects update

o 18 November – ESG update/TCFD/Climate-risk on financial reports

o 16 December – Year-end reporting reminders

https://home.kpmg/cn/en/home/services/audit/ifrs-news/financial-reporting-webinar-series.html
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