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Report Introduction
Accounting for cryptocurrency has been a challenge. The discussion of accounting
for holdings of cryptocurrencies under IFRS started fromDec 2016 and concluded
with the release of an agenda decision by IFRS Interpretations Committee (IFRIC) in
June 2019. ISCA released a Financial ReportingGuidance inMarch 2020 to further
guide preparers of financial statements with cryptocurrency holdings.

Elven reviewed financial statements of 9MAS licensed blockchain entities for FYE 31
December 2023. 7 entities had theMPI licensewhile 2 entities had the RMO /CMS
license.

Key Findings:

1. Out of the 9 entities, only Blockchain.com and Independent Reserve had
customer crypto assets on their balance sheet.

2. Crypto.comholds customer crypto assets with its related parties.

3. Many exchanges do not have cryptocurrency on their balance sheet.
Metacomp accounts for BTC/ETH as Intangible asset andUSDC andUSDT as
inventory.

4. Coinmarketcap.com is a popular pricing sourcewith Blockchain.com and
Metacomp referring to them.

5. Whilemost entities account for FV changes of their crypto fair value in profit
and loss statement, Metacomp and IX Swap have revaluation of Intangible
Asset as their accounting policy and hence account for change of their crypto
fair value inOCI for gains.
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ResearchMethodology
In this report, Elven reviewed financial statements of 9MAS licensed blockchain
entities for FYE 31 December 2023. 7 entities had theMPI licensewhile 2 entities
had the RMO /CMS license. The financial statements were retrieved frombizfile.

Publications referred to

1. In June 2019, IFRS Interpretations Committee (IFRIC) released an agenda
decision on holdings of crypto currencies.

2. In December 2019, PwC released a report <<Cryptographic assets and
related transactions: accounting considerations under IFRS>>

3. InMarch 2020, ISCA , through its Financial Reporting Committee (FRC) and
FRCCore Sub-Committee, issued the Financial ReportingGuidance (FRG) to
guide preparers, who report under Singapore Financial Reporting Standards
(International) (SFRS(I)s), International Financial Reporting Standards (IFRSs)
or Financial Reporting Standards issued by the Accounting Standards Council
(FRSs), on the accounting for holdings of cryptocurrencies.
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CryptoAssets Accounting Standards (IFRS)

Accounting Policy
- How to account for crypto on balance sheet

Other than cryptocurrencies, cryptoassets include other types of cryptoassets such
as utility tokens, asset tokens and security tokens.

Figure 1: Cryptocurrencies, compiled by elven research
Source: ISCA

Cryptocurrencies: A digital or virtual currency that uses cryptography for security. A
cryptocurrency is difficult to counterfeit because of this security feature. A defining
feature of a cryptocurrency, and arguably itsmost endearing allure, is its organic
nature; it is not issued by any central authority, rendering it theoretically immune to
government interference ormanipulation.” Cryptocurrencies are used as payment
for acquiring goods or services or transfer of funds. BTC and ETH are examples of
cryptocurrencies.
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Utility tokens: Utility tokens provide the holder with rights to access a product or
service.

Asset tokens: Asset tokens provide the holder with rights to an asset. Rights to
assetsmay be split amongmany holders by “tokenising” them. In this way, the issued
tokens, called asset tokens, indicate rights over a stake in these underlying assets.
Examples of assets which could be “tokenised” range from real estate, rare
collectibles like paintings, to intellectual property (which could, for example,
represent rights over licenses and automate distribution of royalties). USDC is an
example of an Asset Token.

Security tokens: Security tokens provide the holder with rights to a security. Security
tokens are similar in nature to an interest in the debt or equity of the issuer by, for
instance, giving the holder the right to a share of future profits or cash flows.

Under IFRS, cryptocurrencies is classified into Inventories and Intangible Assets:

Figure 2: Cryptocurrencies applicable FRS, compiled by elven research
Source: ISCA

Are customer crypto asset on the balance sheet?

i) Many times crypto entities will have customer asset held with them. The question
is amatter of judgement andwe take reference from IAS 32

The two basic requirements of IAS 32 are that offsetting is applied if, and only if, an
entity:

a. currently has a legally enforceable right to set-off the recognised amounts; and
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b. intends either to settle on a net basis, or to realise the asset and settle the liability
simultaneously.

ii) Inmany instances, it will be clear with little or no analysis that the offsetting criteria
are notmet. In other cases,more analysismight be required.

iii) PWC took reference from IAS 8, ‘Accounting Policies, Changes in Accounting
Estimates and Errors’ and concluded that cryptographic assets held on behalf of the
customers should be on or off balance sheet is amatter of judgement, and itmight
vary depending on the facts and circumstances listed above. As a result, there is not
a ‘one size fits all’ answer.
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Key Findings fromMAS licensed audit reports

We reviewed financial statements of 9MAS licensed crypto entities and present our
findings below.

1. Are customer crypto asset on the balance sheet?

Out of the 9 entities, only Blockchain.com and Independent Reserve had customer
crypto asset on their balance sheet.

Figure 3: Customer Crypto Asset on Blockchain.comFS, compiled by elven research
Source: Blockchain.comFS
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2. How to account for crypto held under custody?

Crypto.comholds customer crypto asset with its related parties.

Figure 4: Crypto held under custody onCrypto.comFS, compiled by elven research
Source: Crypto.comFS

DeepDive into Singapore Crypto Financial Reporting 9
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3. Initial Recognition of Crypto

Many exchanges do not have cryptocurrency on their Balance sheet. Metacomp
accounts for BTC/ETH as Intangible asset while USDC andUSDT are inventory.

Company License Main Business Initial Recognition of Crypto

Blockchain
SGMPI
Licensed

OTCTrading Inventory, changes in P/L

METACOMP
SGMPI
Licensed

OTC trading BTC and ETH - Intangible
asset, Revaluationmodel

USDC andUSDT - Inventory

Circle

SGMPI
Licensed

Stablecoin Issuer Crypto - Intangible Asset at
Cost

USDC - Financial Asset

FOMOPay

SGMPI
Licensed

Payment
Services

Inventory, changes in P/L

Coinbase

SGMPI
Licensed

Exchange Nil

Crypto

SGMPI
Licensed

Exchange Nil

Independent
Reserve

SGMPI
Licensed

Exchange Nil

DigiFT

SGCMS/
RMO

Licensed

Exchange Inventory, At Cost

IX Swap

SGCMS/
RMO

Licensed

Exchange Intangible Asset, Revaluation
Model

Figure 5: Table showingCrypto accounting policy, compiled by elven research
Source: LicensedCrypto Entity FS
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4. SubsequentMeasurement

Figure 6: Inventorymeasured at cost onDigiFT FS, compiled by elven research
Source: DigiFT FS
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Figure 7: Inventorymeasured at FV on Blockchain.comFS, compiled by elven
research
Source: Blockchain.comFS
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5. Pricing

Coinmarketcap.com is a popular pricing sourcewith Blockchain.com andMetacomp
referring to them.

Figure 8: Independent Reserve pricing on Independent Reserve FS, compiled by
elven research
Source: Independent Reserve FS

Figure 9: Coinmarketcap.comon Blockchain.comFS, compiled by elven research
Source: Blockchain.comFS
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Figure 10: Coinmarketcap.comonMetacomp FS, compiled by elven research
Source: Metacomp FS

Figure 11: Activemarkets on IX Swap FS, compiled by elven research
Source: IX Swap FS

6. P/L /OCI

Whilemost entities account for FV changes of their crypto fair value in profit and
loss statement, Metacomp and IX Swap have revaluation of Intangible Asset as their
accounting policy and hence account for change of their crypto fair value inOCI for
gains.

DeepDive into Singapore Crypto Financial Reporting
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Figure 12: OCI onMetacomp FS, compiled by elven research
Source: Metacomp FS
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Conclusion
Under the IFRS, the financial reporting issues are diverse and highly dependent on
entity specific facts and circumstances. No uniform or definitive answers currently
exist as the technology and regulations evolve constantly.

In December 2023, the Financial Accounting Standards Board (FASB) issued
Accounting Standards Update (ASU) 2023-08, Intangibles—Goodwill and
Other—Crypto Assets (Subtopic 350-60): Accounting for andDisclosure of Crypto
Assets. This updatemandates that crypto assets be accounted for at fair value, with
changes recognized in profit or loss. Several U.S.-listed entities, including Core
Scientific, MarathonDigital Holdings, Block, and Riot Platforms, have already
adopted the ASU.

While a standardized accountingmethodmay lead tomore consistent and useful
financial statements, the industry will need towait for IFRS to incorporate new
standards or guidance. Preparers of financial statements will need to ensure that the
related accounting and disclosures are appropriate and adequate.

DeepDive into Singapore Crypto Financial Reporting
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About Elven

Professional crypto accounting software

Elven is a professional crypto accounting software designed forOTC, payment,
exchanges, andWeb3 projects, facilitating regulatory compliance, audit readiness,
and accounting automation. Elven has received SOC2 Type 1 & Type 2 and SOC 1
Type 2 audit reports from Insight Assurance, we are firmly committed and invested
in data security and information privacywith our clients.

Trusted bymore than 800 industry-leading enterprises in theWeb3 sphere,
includingHashkey andCoinhako, Elven provides comprehensive solutions such as
integrated fiat and crypto accounting, streamlined technical support, 24/7 advisory
assistance, and SOC2 audited security.

Customers

DeepDive into Singapore Crypto Financial Reporting
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HowElven can help to prepare for audit?
1. Original CurrencyAccounting for Asset and Liability
Accounts:
In Elven, both asset and liability accounts support accounting in their original
currencies. To reflect customer assets in financial statements, corresponding asset
and liability accounts can be created and set to original currency accounting.

Using automation rules, when generating journal entries, you can choose to record
value changes to these specific accounts.

DeepDive into Singapore Crypto Financial Reporting
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2. Initial Measurement of Cryptocurrency:
Based on accounting requirements, various types of asset accounts can be created
in Elven.

Using automation rules for accounting for cryptocurrency transactions, crypto
assets are recorded in the appropriate accounts based on data platforms,
counterparty, and currency.

3. SubsequentMeasurement:
Elven allows for automatic adjustment calculations based on the price changes of
crypto assets, including the calculation of the fair value of assets and the realized
gain or loss on disposed assets.

DeepDive into Singapore Crypto Financial Reporting
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It supports configuration of cost pricingmethods according to financial needs for
calculating realized gains and losses.

DeepDive into Singapore Crypto Financial Reporting
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4. PricingConfiguration:
The default price source used for calculating asset fair value is Coingecko, but users
can also upload customprice sources.

5. Accounting for Fair ValueChanges:
When accounting for adjustments in fair value, different accounting accounts can be
configured based on the account and auxiliary accounting settings.
The fair value changes can be recorded in the profit and loss accounts or other
comprehensive income (OCI).

DeepDive into Singapore Crypto Financial Reporting
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CaseStudy

Case Study - Exchanges

Case intro: Coinhako
Coinhako is a leading Singapore-based cryptocurrency exchange, it enables users to
trade various cryptocurrencies like Bitcoin, Ethereum, and Ripple. The platform
focuses onmaking cryptocurrency trading easy for Asian users, offering a
user-friendly interface andmultiple payment options such as bank transfers and
credit/debit cards.
OfficialWebsite: https://www.coinhako.com

Customers' pain points
● Automated daily regulatory required reconciliation report

● Managing numerous financial data sources and handling large volumes of
data in the hundreds ofmillions

● Manual reconciliation and accounting tasks present significant challenges for
the finance team

WeProvide
➔ Segregation of client funds, real-time access to batchwallet balances, and

daily balance reconciliation.
➔ Import client order data and reconcile transactions with bank andwallet flows.
➔ Data support and accounting for derivatives (margin, perpetuals, options)

trading.
➔ Aggregate orders according to defined business dimensions and automate

accounting.
➔ Integrate the crypto sub-ledger with ERP.

DeepDive into Singapore Crypto Financial Reporting
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Case Study -OTC&Payment

Case intro: Hashkey
HashKeyOTC is a service byHashKeyGroupwhich is a leading global fintech
company that specializes in blockchain and digital assetmanagement. HashKey
OTCgot approval from theMonetary Authority of Singapore for its payment service
license, allowing it to operate legally in Singaporewhile offering these trading
services.
Official website: https://www.hashkey.com

Customers' pain points
● Exhaustivemanual reconciliation process

● Time-consuming financial report preparation for auditing purposes

● Segregation of client funds

WeProvide
➔ Mixed accounting for fiat and cryptocurrencies, import wallets, custody,

exchanges, payment channels, and bank accounts, and import client order
data.

➔ Accurately calculate income, cost, and expenses for each transaction, and
calculate profit by order, client, and business dimensions.

➔ Matching hedging transactions with client orders.
➔ Reconcile client orders with fund flows.
➔ Provide clear transaction sources, relationships, and accounting rules for

individual orders for auditing purposes.

DeepDive into Singapore Crypto Financial Reporting
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Case Study -Web3 Projects

Case intro: Bitlayer
Bitlayer is the first Layer 2 solution offering Bitcoin-equivalent security and Turing
completeness. It is also the first built on BitVM. Bitlayer aims to bring secure
scalability to the Bitcoin ecosystem, promoting asset diversity and surring
innovation for a faster, safer, andmore flexible user experience
Official website: https://bitlayer.org

Customers' pain points
● Difficult to provide real-time updates of investor funds and treasury

dashboards

● Hard to track gains and losses for on-chain and cross-chain bridge
transactions

● Difficult to integrate with the Lark system tomonitor expensemanagement
for audit trails

WeProvide
➔ Import core companywallets, business wallets (Layer 1 and Layer 2).
➔ Achieve real-timemonitoring of corresponding account balances and Proof of

Reserves (POR), automatically import and update historical transaction data.
➔ Automate accounting and reconciliation processes to generatemonthly

financial reports: financing, revenue, expenses, profit, funds, etc.
➔ Automate daily reconciliation of funds in bridge operations: reconciliation of

Layer 1 and Layer 2 fund balances.

DeepDive into Singapore Crypto Financial Reporting
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Global Strategic Compliance for Crypto
Market Series
Elven understand the key issues that CFOs andCCOs are concerned about and
focused our research on:

● Licensing/Registration
● Record Keeping/ComplianceDocuments
● Client Asset Custody Requirements

DeepDive into Singapore Crypto Financial Reporting
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Professional Crypto Accounting Software

hi@elven.com
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