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Cryptocurrency seems to be the financial flavor of  recent 
months, and the IRS is expected to soon release guidance on 
the topic for the first time since 2014. CalCPA Accounting 
Principles and Assurance Services (AP&AS) Committee 
Chair Nancy Rix has been tracking the topic (https://
finance.yahoo.com/news/california-cpas-push-crypto-
accounting-183051114.html), pushing for clarity and 
disclosure rules in the absence of  cryptocurrency guidance in 
US GAAP. We delved a bit deeper with Rix to find out what 
more CPAs need to know about this hot topic. 

Are cryptocurrencies here to stay?
No one can say for sure, but, with regard to the accounting, 
CalCPA’s AP&AS Committee believes that formal U.S. 
GAAP hasn’t yet caught up the expected near term use of  
cryptocurrencies.

What problems do cryptocurrencies create when it comes to 
financial reporting?
The fundamental problem is whether one views a 
cryptocurrency as a medium of  exchange or as a store 
of  value—an investment. An entity also may view its 
cryptocurrencies as inventory, because its holdings resulted 
from its activities as a dealer—or a “miner” or manufacturer. 
Entities do not use resources the same way or have the same 
purpose in holding them.

For example, if  an entity acquires 
a currency in a business transaction 
as a medium of  exchange, under IFRS the 
entity would apply IAS 21, and since cryptocurrencies are not 
generally accepted as a medium of  exchange, any payment 
received would be treated as a transaction in a foreign exchange.

In another example, if  the entity holds a cryptocurrency 
as a speculative asset, a fair-value model might be appropriate. 
The primary difference between the fair value and foreign 
currency examples is one of  geography; that is, the location of  
the reported re-measurement gain or loss. Under the f/x model 
it would be within net income, under the fair-value method it 
could be within comprehensive income. Neither of  these views 
is gaining widespread traction under U.S. GAAP or IFRS.

A third view of  the appropriate accounting holds that 
cryptocurrency is not a medium of  exchange because a store 
of  value doesn’t fit the definition of  a financial asset since no 
corresponding financial liability is created. In this case, the asset 
would be treated as an intangible at historical cost and then 
tested periodically for impairment. This impairment model is 
the accounting that’s emerging in the U.S. 

There’s a final option: the “inventory” view. For a dealer in 
cryptoassets, the inventory view probably gives the same result 
as the financial investment approach; however, for the miner, 
this view probably involves a cost accounting. These are the 
threshold problems for financial reporting.
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How would you like to see 
regulation shaped surrounding 
cryptocurrencies?
CalCPA’s AP&AS Committee 
recently sent a letter (calcpa.org/
APASCrypto) to the technical 
director of  the FASB requesting that 
it consider adding the accounting for 
cryptocurrencies to the agenda of  the 
Emerging Issues Task Force (EITF).

What are the benefits of 
cryptocurrency?
Well, it depends on the intended 
purpose. The digital transfer of  
value—a medium of  exchange—
in a direct, peer-to-peer and trustless way is transformative in 
nature. Transferring value to a friend or a business can become as 
frictionless, costless and instantaneous as sending them a picture.

Failings (besides the regulatory issues mentioned above)?
Lack of  understanding, volatility, illiquidity, susceptibility to 
market manipulation, etc.

What issues do cryptocurrencies introduce into auditing  
and attest?
This is a really important point. Today, popular cryptocurrencies 
are largely a byproduct of  Blockchain technologies. The audit 
issues around cryptocurrencies involve the entities selection 
of  accounting methods, as well as its control over valuations, 
estimations, disclosures and judgments. Auditing in a blockchain 
environment can be orders of  magnitude more difficult. The 
AICPA has been working on this for at least a few years now, 
and the Big Four firms have put out numerous white papers and 
guides on the topic. It appears that the necessary skill sets of  CPA 
auditors may change as blockchain ecosystems emerge.

For example, there may be different methods for obtaining 
audit evidence that will require education and training, but also 
may provide opportunities for efficiency and standardization 
in the extraction of  useful evidence. In a nutshell, since most 
cryptocurrencies are using distributed ledgers that are immutable, 
independently verifiable and accessible, they actually offer a 
more desirable environment for an auditor. A lack of  general 
understanding of  the technology (for now) stands in the way of  
the profession fully embracing this new technology and using it 
to its full potential. For more, check out this blog post: https://
blog.armaninollp.com/financial-advisory/2019/03/06/auditing-
misconceptions-digital-assets/.

What’s your opinion on a company like Facebook getting into the 
cryptocurrency game?
Some believe that Facebook—along with Visa, Mastercard, 
PayPal, Spotify, Uber and others before them (JP Morgan 
Chase)—using this technology will further accelerate adoption, 
which in turn will enable new business use cases.

How important is it for CPAs to know about cryptocurrencies and 
Blockchain?
The topic has been pretty hyped, but at a minimum, there is 
a trickle-down impact on all of  us. As a result, CPAs should 

at least be aware of  train coming 
down the track. For example, the skills 
required of  the CPA to audit in a 
Blockchain environment may require 
a concentration of  knowledge and 
experience. This additional training 
and specialization can be expected to 
divert otherwise available resources into 
technology based services and away 
from more traditional service lines.

What do you think the positives and 
negatives are surrounding Blockchain?
The biggest negative would be a 
scenario where, as a profession, we 
invest our intellectual capital in a 

technology that doesn’t have a life span long enough to have 
justified our investment in training, education, etc. Also, as with 
any new technology, some actors could use this technology in 
the wrong way. As dystopian as it sounds, a rogue government 
or state that would want to have full visibility on the financial 
transaction of  its citizens could use Blockchain technology 
to track and record every transaction very efficiently. On 
the positive side, a technology that reduces fraud, enhances 
efficiencies and lowers overall audit risk is a good thing.

Are CPAs hopping aboard the Blockchain train? What hesitancies 
might they have?
General lack of  understanding or taking a “this will pass” 
mentality.

Besides grappling with the evolving regulation, what do CPAs 
need to be wary of as cryptocurrency becomes part of the 
economy?
As a profession, understanding the technology well enough to 
evaluate audit risk will be key.

Do you use cryptocurrency? Why or why not?
No. I’ve not had any opportunity yet, but never say never.

wantmore?
Emerging Technologies Webcast Series
Blockchain and cryptocurrencies are covered at length in 
the CalCPA Education Foundation’s Emerging Technologies 
webcast series. Just type “cryptocurrency” in the search field 
at calcpa.org/rsvp.

Oct. 24-25: Accounting & Auditing Conference
Emerging technologies and their impact on the CPA 
profession will be just one of the highlights discussed during 
this two-day conference, where Nancy Rix will be a featured 
speaker. Find more information at calcpa.org/conferences.
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