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Abstract 
 

CU\SWRcXUUeQcieV aQd blRckchaiQ WechQRlRg\ aUe diVUXSWiYe iQQRYaWiRQV aW Whe YaQgXaUd          
Rf a QeZ ZaYe Rf Whe digiWal UeYRlXWiRQ. The faU-UeachiQg aSSeal, glRbal Ueach, XQSUecedeQWed              
PRbiliW\ Rf caSiWal aQd PXlWiWXde Rf WUadiQg YeQXeV haV cUeaWed a PaUkeWSlace like QR RWheU. The                
ecRQRPic fXQdaPeQWalV XQdeUl\iQg WhiV PaUkeW aUe \eW WR be fXll\ cRPSUeheQded, aV eYideQced             
b\ Whe RfWeQ cRQWUadicWiQg gXideliQeV UecRPPeQded b\ accRXQWiQg fiUPV, gRYeUQPeQW ageQcieV           
aQd VWaQdaUd VeWWeUV. MaQ\ Rf Whe defiQiWiRQV aQd PRdelV XVed fRU claVVical PaUkeWV caQQRW be               
aSSlied diUecWl\ WR cU\SWRcXUUeQc\. BaVic cRQceSWV PXVW be UeiQWeUSUeWed, aQd PRdelV PXVW be             
PRdified WR fiW Whe PechaQicV Rf WheVe PaUkeWV. IQ WhiV SaSeU Ze fRcXV RQ RQe VXch cRQceSW: WhaW                  
Rf ​fair value. ​We aUgXe WhaW iQ lighW Rf Whe fUagPeQWaWiRQ Rf cU\SWRcXUUeQc\ PaUkeWV aQd Whe                
glRbal diVSeUViRQ Rf WUadiQg YeQXeV, a SUiQciSal PaUkeW Pa\ be difficXlW WR ideQWif\. The SUiPaU\               
RbjecWiYe Rf WhiV SaSeU iV WR SUeVeQW a PeWhRdRlRg\ WR d\QaPicall\ deVigQaWe SUiQciSal PaUkeWV              
aQd deUiYe faiU YalXe SUiceV fRU fiQaQcial UeSRUWiQg XViQg WhiV deVigQaWiRQ. 

 



Fair Value in Fragmented Markets: 
Cr\ptocurrenc\ Valuation for Financial Reporting 

 
1. Introduction 

 
The PaUkeW fRU cU\SWRcXUUeQcieV iV VigQificaQW aQd iV e[SecWed WR e[SaQd UaSidl\ RYeU Whe              

Qe[W feZ \eaUV. IQ eaUl\ 2019, PaUkeW caSiWali]aWiRQ Rf cU\SWR aVVeWV ZaV RYeU $90 billiRQ ​1​. The                
e[SaQViRQ Rf cU\SWRcXUUeQc\ PaUkeWV aQd e[chaQgeV, alRQg ZiWh Whe VRShiVWicaWiRQ Rf blRckchaiQ            
WechQRlRg\, cUeaWeV Whe Qeed fRU cleaU accRXQWiQg aQd UeSRUWiQg gXidaQce. HRZeYeU, aV aQ             
ecRQRPic SheQRPeQRQ, cU\SWRcXUUeQc\ iV QRW Zell XQdeUVWRRd, aV eYideQced b\ Whe gXidaQce            
SURYided WR Whe SUeSaUeUV Rf fiQaQcial VWaWePeQWV b\ SXblic accRXQWiQg fiUPV aQd VWaQdaUd VeWWeUV.              
OQe Rf Whe VRXUceV fRU WhiV lack Rf claUiW\ iV Wied WR Whe YalXaWiRQ Rf aQd Whe SURSeU accRXQWiQg fRU                    
cU\SWRcXUUeQc\. The SUiPaU\ iVVXe iV ZheWheU WR XVe faiU YalXe WR PeaVXUe aQd accRXQW fRU               
cU\SWRcXUUeQc\ held b\ aQ eQWiW\ RQ iWV RZQ behalf. 

 
WheQ faiU YalXe PeaVXUePeQW ZaV fiUVW XVed, Whe PeWhRdRlRg\ ZaV TXiWe cleaU. AVVeWV             

WUadiQg iQ a PaUkeW ZRXld be YalXed b\ Whe clRViQg SUice iQ Whe PaUkeW aW Whe PeaVXUePeQW daWe.                  
AW Whe WiPe, eTXiWieV ZeUe Wied WR a ViQgle e[chaQge aQd WhXV lefW liWWle aPbigXiW\ aV WR Whe PaUkeW                   
SUice. The WUade iQ fRUeigQ e[chaQge aQd SUeciRXV PeWalV, Zhich ZeUe alVR iPSRUWaQW caUUieUV Rf               
YalXe dXUiQg WhiV SeUiRd, ZeUe dRPiQaWed b\ a feZ laUge baQkV Zhich baVicall\ VeW Whe PaUkeW                
SUiceV. AV PaUkeWV eYRlYed aQd Whe WUadiQg Rf iQcUeaViQgl\ VRShiVWicaWed aVVeWV iQcUeaVed, iW             
becaPe eYideQW WheUe ZaV a Qeed fRU cleaU gXidaQce UegaUdiQg faiU YalXe PeaVXUePeQW. ASC 820               
aQd IFRS 13, aUe Whe PRVW UeceQW gXideliQeV deVigQed WR eVWabliVh a XQifRUP defiQiWiRQ Rf "faiU                
YalXe" aQd SURYide a cRQViVWeQW fUaPeZRUk fRU iWV aSSlicaWiRQ. 

 
TRda\, aV Ze PRYe iQWR cU\SWRcXUUeQc\ PaUkeWV, Ze RQce agaiQ face a ViWXaWiRQ ZheUe Whe               

e[iVWiQg faiU YalXe gXideliQeV Pa\ QR lRQgeU UeflecW PaUkeW UealiWieV. IQ SaUWicXlaU, Whe ​principal              
e[change ​aQd ​most advantageous markets ​aUe difficXlW WR eVWabliVh iQ fUagPeQWed, glRball\            
diVSeUVed PaUkeWV. The RbjecWiYe Rf WhiV SaSeU iV WR RffeU a QeZ jXVWificaWiRQ fRU Whe faiU YalXe                 
PeWhRd iQ Whe cRQWe[W Rf cU\SWRcXUUeQc\ PaUkeWV iQ a PaQQeU WhaW ZRXld be cRQViVWeQW ZiWh               
cXUUeQW cRQceSWXal fUaPeZRUk, aQd deYelRS a PeWhRdRlRg\ WR ideQWif\ SUiQciSal PaUkeWV WR be             
XVed fRU SURSeU PeaVXUePeQW, claVVificaWiRQ, aQd diVclRVXUe Rf iQYeVWPeQWV iQ cU\SWRcXUUeQcieV. 

 
ThiV SaSeU iV RUgaQi]ed aV fRllRZV. FRllRZiQg Whe IQWURdXcWiRQ, SecWiRQ 2 UeYieZV Whe             

UeleYaQW liWeUaWXUe RQ faiU YalXe accRXQWiQg. SecWiRQ 3 e[aPiQeV Whe cXUUeQW gXidaQce aYailable             
fURP SXblic accRXQWiQg fiUPV aQd VWaQdaUd VeWWeUV aQd jXVWif\ Whe XVe Rf Whe faiU YalXe PRdel. OXU                 
SURSRVed PRdel iV deYelRSed aQd diVcXVVed iQ SecWiRQ 4 aQd e[SliciWl\ illXVWUaWed iQ Whe              
ASSeQdi[. ​1 

1 See EXURSeaQ CeQWUal BaQk (ECB) OccaViRQal PaSeU NR. 223 ​Cr\pto-Assets: Implications for financial stabilit\, monetar\ 
polic\, and pa\ments and market infrastructures ​, Ma\ 2019. AYailable aW: 
hWWSV://ZZZ.ecb.eXURSa.eX/SXb/Sdf/VcSRSV/ecb.RS223a3ce14e986c.eQ.Sdf?a31360223fb32f0e50a82ce649a8b7fc 
 

https://www.ecb.europa.eu/pub/pdf/scpops/ecb.op223~3ce14e986c.en.pdf?a31360223fb32f0e50a82ce649a8b7fc


2. Literature RevieZ 
 

FaiU YalXe PeaVXUeV caQ eQhaQce deciViRQ XVefXlQeVV UegaUdleVV Rf Whe W\Se Rf aVVeW             
beiQg PeaVXUed. BaUWh aQd LaQdVPaQ (1995) VWaWe WhaW ³Whe PRVW iPSRUWaQW aWWUibXWe Rf aQ              
aVVeW aV iW UelaWeV WR faiU YalXe accRXQWiQg iV ZheWheU aQ eVWiPaWe Rf iWV YalXe iV eaVil\                 
RbWaiQable, eiWheU becaXVe acWiYe PaUkeWV e[iVW fRU iW RU WheUe aUe acceSWed WechQiTXeV fRU              
eVWiPaWiQg iWV faiU YalXe, aQd QRW ZheWheU iW iV a fiQaQcial RU QRQ-fiQaQcial aVVeW.´ 

 
IQ heU SaSeU diVcXVViQg VWaQdaUd-VeWWiQg PeaVXUePeQW iVVXeV, BaUWh (2007) SURYideV aQ           

RYeUYieZ aQd Whe WheRUeWical aUgXPeQWV fRU aQd agaiQVW WhUee accRXQWiQg PeaVXUePeQW baVeV;            
faiU YalXe, hiVWRUical cRVW aQd YalXe iQ XVe. The WheRUeWical aUgXPeQWV ZeUe deYelRSed b\              
UefeUUiQg WR Whe FASB aQd IASBV cRQceSWXal fUaPeZRUkV. The TXaliWaWiYe chaUacWeUiVWicV Rf            
XVefXl accRXQWiQg iQfRUPaWiRQ iQclXded iQ Whe diVcXVViRQ ZeUe UeleYaQce, faiWhfXl          
UeSUeVeQWaWiRQ, cRPSaUabiliW\, aQd XQdeUVWaQdabiliW\. RegaUdiQg Whe XVe Rf faiU YalXe, BaUWh           
(2007) cRQclXded WhaW faiU YalXeV aUe UeleYaQW becaXVe Whe\ beWWeU UeflecW SUeVeQW ecRQRPic             
cRQdiWiRQV UelaWiQg WR UeVRXUceV aQd RbligaWiRQV. IQ addiWiRQ, faiU YalXeV caQ faiWhfXll\            
UeSUeVeQW Whe PeaVXUePeQW Rf aVVeWV aQd RbligaWiRQV aV defiQed iQ Whe fUaPeZRUk becaXVe             
Whe\ UeflecW UiVkV  aQd  SURbabiliW\-  ZeighWed aVVeVVPeQWV Rf fXWXUe caVh flRZV. 

 
LaQdVPaQ (2007) UeYieZed Whe e[WaQW caSiWal PaUkeW liWeUaWXUe diVcXVViQg Whe          

XVefXlQeVV Rf faiU YalXe accRXQWiQg iQfRUPaWiRQ WR iQYeVWRUV. The aXWhRU iQdicaWed WhaW PXch Rf              
Whe US-baVed UeVeaUch PaiQl\ fRcXVed RQ Whe YalXe UeleYaQce Rf faiU YalXe iQfRUPaWiRQ:             
UeleYaQce aQd UeliabiliW\. CRQYeUVel\, iQWeUQaWiRQal UeVeaUch cRQceQWUaWed RQ Whe YalXe          
UeleYaQce Rf aVVeW UeYalXaWiRQV fURP Whe XVe Rf Whe IFRS UeYalXaWiRQ PRdel aV aQ alWeUQaWiYe WR                
Whe cRVW PRdel. The aXWhRU cRQclXded WhaW diVclRVXUe aQd UecRgQiWiRQ Rf faiU YalXe PeaVXUeV              
aUe iQfRUPaWiYe WR iQYeVWRUV, bXW WhaW Whe leYel Rf iQfRUPaWiYeQeVV iV affecWed b\ Whe aPRXQW Rf                
PeaVXUePeQW eUURU aQd VRXUce Rf Whe eVWiPaWeV. E[WeUQal RbVeUYable iQSXWV aUe PRVW Ueliable.             
TheUefRUe, faiU YalXe PeaVXUeV SURYided b\ e[WeUQal aSSUaiVeUV aUe PRUe Ueliable WhaQ faiU             
YalXeV deYelRSed b\ PaQagePeQW PRdelV. FaiU YalXeV aUe PRVW XVefXl fRU Whe UeadeU Rf              
fiQaQcial VWaWePeQWV ZheQ WheUe aUe LeYel 1 PeaVXUeV deWeUPiQed b\ XViQg TXRWed PaUkeW             
SUiceV ​2​. 

 
HiW] (2007) SURYided a cRPSUeheQViYe ecRQRPic aQal\ViV aQd diVcXVViRQ RQ Whe           

VelecWiRQ Rf a PeaVXUePeQW baViV. SXSSRUW fRU faiU YalXe accRXQWiQg UeVWV RQ Whe deciViRQ              
XVefXlQeVV PRdel. DeciViRQ XVefXlQeVV iV Whe RbjecWiYe Rf fiQaQcial UeSRUWiQg XQdeU FASB            
CRQceSWV SWaWePeQW NR. 8 (FASB 2010b). UQdeU Whe cRQceSWXal fUaPeZRUk, iQfRUPaWiRQ iV            
SURYided WR XVeUV WR eQable WheP WR aVVeVV Whe aPRXQW, WiPiQg, aQd XQceUWaiQW\ Rf fXWXUe caVh                
flRZV fURP aQ iQYeVWPeQW. The XVe Rf faiU YalXeV beWWeU iQcRUSRUaWeV fXWXUe caVh flRZV aQd               
beWWeU aligQV fiQaQcial VWaWePeQWV ZiWh Whe fXWXUe WhaQ Whe XVe Rf hiVWRUical cRVWV. FaiU YalXeV aUe                
belieYed WR giYe aQ XQbiaVed aVVeVVPeQW Rf Whe SUeVeQW YalXeV Rf caVh flRZ fRUecaVWV iQ aQ                
efficieQW PaQQeU. ThiV aWWUibXWe Rf faiU YalXe accRXQWiQg PakeV Whe fiQaQcial iQfRUPaWiRQ            
UeSRUWed iQ Whe VWaWePeQWV PRUe UeleYaQW (SiQgh 2017). 

 
The PRVW cXUUeQW UeYiViRQV fRXQd iQ Whe cRQceSWXal fUaPeZRUkV Rf bRWh Whe FASB aQd ​2 

2 The faiU YalXe hieUaUch\ Zill be diVcXVVed bUiefl\ iQ SecWiRQ 3.1 Rf WhiV SaSeU. 
 



IASB iQcUeaVed Whe iPSRUWaQce Rf faiWhfXl UeSUeVeQWaWiRQ aV a TXaliW\ Rf XVefXl            
accRXQWiQg iQfRUPaWiRQ ​3​. SiQgh (2017) QRWeV WhaW faiWhfXl UeSUeVeQWaWiRQ UeSlaced UeliabiliW\          
iQ Whe cRQceSWXal fUaPeZRUk aQd WheUe iV a diffeUeQce iQ ePShaViV. BaUWh (2007) gReV RQ WR                
Va\ WhaW UeliabiliW\ iV QRZ iQcRUSRUaWed iQ Whe cRQceSW Rf UeleYaQce. BaUWh (2007) alVR VWaWeV               
WhaW ³jXVW becaXVe aQ aPRXQW caQ be calcXlaWed SUeciVel\, iW iV QRW QeceVVaUil\ a faiWhfXl               
UeSUeVeQWaWiRQ Rf Whe Ueal-ZRUld ecRQRPic SheQRPeQa iW SXUSRUWV WR UeSUeVeQW.´ TheUefRUe,           
ZiWh Whe cXUUeQW cRQceSWXal fUaPeZRUk, Ze fiUVW RbWaiQ a YalXaWiRQ WhaW faiWhfXll\ UeSUeVeQWV             
Whe ecRQRPic SheQRPeQRQ Ze aUe aWWePSWiQg WR PeaVXUe. TheQ, Ze aVVeVV Whe UeliabiliW\ Rf              
Whe iQSXWV XVed WR YalXe Whe aVVeW RU liabiliW\ aQd Whe leYel Rf UeliabiliW\ iV diVclRVed iQ Whe faiU                   
YalXe hieUaUch\ ​4​. 

 
FaiWhfXl UeSUeVeQWaWiRQ UeVXlWV if faiU YalXeV aUe baVed RQ Whe ecRQRPic behaYiRU Rf             

PaUkeW SaUWiciSaQWV UaWheU WhaQ eQWiW\ VSecific PRdelV. We e[SecW faiWhfXl UeSUeVeQWaWiRQ WR            
e[iVW iQ PaUkeWV WhaW aUe efficieQW aQd cRPSleWe ​5​. PRZeU (2010) QRWed WhaW XVefXlQeVV Rf faiU               
YalXe cRPeV fURP Whe cRllecWiYe acWiRQV Rf Whe PaUkeW UaWheU WhaQ Whe YieZV Rf Whe 

 
AddiWiRQal VXSSRUW fRU Whe XVe Rf faiU YalXe UeVXlWV fURP Whe facW WhaW iQcRPe              

UecRgQiWiRQ baVed RQ PaUkeW YalXeV iV PRUe WiPel\ iQfRUPaWiRQ aQd caQ liPiW RSSRUWXQiWieV             
fRU eaUQiQgV PaQagePeQW (e.g., CFA 2007; BaUleY aQd Haddad 2003). LaQdVPaQ (2007)            
alVR QRWed WhaW Whe XVe Rf faiU YalXe accRXQWiQg VigQificaQWl\ UedXceV iQceQWiYeV fRU fiUPV WR               
WiPe aVVeW ValeV WR PaQage eaUQiQgV. If gaiQV aQd lRVVeV aUe UecRgQi]ed iQ iQcRPe ZheQ               
aVVeWV aUe UeYalXed aQd gaiQV RQ Vale aUe baVed RQ faiU YalXe UaWheU WhaQ hiVWRUical cRVW, WheQ                 
Whe iQceQWiYe WR WiPe aVVeW ValeV fRU eaUQiQgV PaQagePeQW SXUSRVeV iV UedXced RU eliPiQaWed.              
FaiU YalXeV alVR eliPiQaWe hiddeQ UeVeUYeV fRU UecRgQi]ed aVVeWV aQd bUiQg aQ eQWiW\¶V bRRk              
YalXe clRVeU WR iWV PaUkeW YalXe (HiW] 2007). HiW] (2007) addV WhaW faiU YalXe iQcRPe               
iQcRUSRUaWeV PRUe iQfRUPaWiRQ WhaQ WUaQVacWiRQ-baVed iQcRPe, ZhRVe VWabiliW\ Pa\ be          
deceSWiYe. AccRUdiQg WR HiW] (2007), Whe SeUViVWeQce Rf hiVWRUical cRVW iQcRPe Pa\ aSSeaU             
faU PRUe ³aUWificial´ WhaQ Whe ³YRlaWiliW\´ Rf faiU YalXe iQcRPe. 

 
The UeYieZ Rf Whe e[WaQW liWeUaWXUe SUiPaUil\ SURYideV VXSSRUW fRU claVVif\iQg           

cU\SWRcXUUeQcieV held b\ aQ eQWiW\ RQ iWV RZQ behalf aV aQ aVVeW held fRU WUadiQg SXUSRVeV. IQ                 
addiWiRQ, Ze fiQd cRQVideUable VXSSRUW fRU Whe XVe Rf faiU YalXe iQ WeUPV Rf eQhaQced               
deciViRQ XVefXlQeVV. FaiU YalXeV aUe PRUe UeleYaQW iQ WhaW Whe\ Zill SURYide PRUe WiPel\              
iQfRUPaWiRQ WR fiQaQcial VWaWePeQW XVeUV PakiQg a PRUe VigQificaQW diffeUeQce iQ deciViRQ            
PakiQg. 

 
PUeYiRXV UeVeaUch alVR SURYideV VXSSRUW fRU Whe XVefXlQeVV Rf faiU YalXe PeaVXUeV iQ             

Whe fiQaQcial VWaWePeQWV. BUaWWeQ, CaXVhRlli, aQd KhaQ (2016) e[aPiQed ZheWheU Whe faiU            
YalXe adjXVWPeQWV iQclXded iQ RWheU cRPSUeheQViYe iQcRPe aUe XVefXl fRU SUedicWiQg Whe            
fXWXUe SeUfRUPaQce Rf baQkV. The aWWUibXWeV UelaWed WR Whe UeliabiliW\ Rf faiU YalXe aUe alVR               
cRQVideUed iQ WeUPV Rf WheiU iPSacW RQ SUedicWiYe YalXe. The aXWhRUV fRcXVed RQ Whe              
SUedicWiYe abiliW\ Rf faiU YalXe PeaVXUeV WR deWeUPiQe iWV deciViRQ XVefXlQeVV aV defiQed b\              
Whe cRQceSWXal fUaPeZRUk. BaVed RQ ePSiUical aQal\ViV Rf SXblic aQd SUiYaWe baQkV, Whe             
aXWhRUV cRQclXded WhaW if faiU YalXe caQ be Ueliabl\ PeaVXUed, Whe SUedicWiYe YalXe Rf VXch               

3 IQ iWV 2018 UeYiViRQ WR Whe cRQceSWXal fUaPeZRUk, Whe IASB iQdicaWeV WhaW faiWhfXl UeSUeVeQWaWiRQ iV eQhaQced b\ 
PeaVXUePeQW cRQViVWeQc\ aQd cRPSaUabiliW\ aQd iV decUeaVed b\ PeaVXUePeQW XQceUWaiQW\. 
4 We bUiefl\ diVcXVV Whe faiU YalXe hieUaUch\ iQ SecWiRQ 3.1 Rf WhiV SaSeU. 
5 See FRRWQRWe 2 fRU Whe facWRUV WhaW haYe iQcUeaVed Whe efficieQc\ Rf Whe BiWcRiQ e[chaQgeV. 
 



PeaVXUeV ePbedded iQ RWheU cRPSUeheQViYe iQcRPe Zill be iQcUeaVed. 
 

KRRQce, NelVRQ aQd ShakeVSeaUe (2011) iQYeVWigaWe ZheWheU aQd hRZ iQYeVWRUV¶          
jXdgPeQWV Rf faiU YalXe UeleYaQce fRU fiQaQcial iQVWUXPeQWV aUe VeQViWiYe WR WhUee cRQWe[WV: if              
faiU YalXeV lead WR gaiQV RU lRVVeV; if faiU YalXeV aUe aSSlied WR aVVeWV YeUVXV liabiliWieV; aQd if                  
PaQagePeQW iQWeQdV WR diVSRVe RU VeWWle RU hRld a fiQaQcial iQVWUXPeQW WR PaWXUiW\. The              
aXWhRUV UeSRUWed WhaW iQYeVWRUV fRXQd WhaW Whe diffeUeQce beWZeeQ hiVWRUical cRVW aQd faiU             
YalXe had PRUe UeleYaQce fRU Whe YalXaWiRQ Rf iQYeVWPeQWV iQ debW UaWheU WhaQ fRU PeaVXUiQg               
a debW RbligaWiRQ. IQ addiWiRQ, iQYeVWRUV iQdicaWed WhaW faiU YalXeV aUe PRUe UeleYaQW ZheQ aQ               
aVVeW iV iQWeQded WR be VRld RU a liabiliW\ VeWWled YeUVXV beiQg held WR PaWXUiW\. IQ RWheU                 
ZRUdV, Whe XVe Rf faiU YalXe ZaV leVV UeleYaQW if iQYeVWRUV aUe WRld WhaW Whe debW iQYeVWPeQW iV                  
gRiQg WR be held WR PaWXUiW\ b\ Whe eQWiW\. TheUefRUe, faiU YalXe iV Whe PRUe UeleYaQW baViV Rf                  
PeaVXUePeQW fRU aVVeWV held fRU Vale RU e[chaQge YeUVXV aVVeWV held fRU aQ e[WeQded SeUiRd               
Rf WiPe. 

 
TheUe aUe VeYeUal VWXdieV diVcXVViQg Whe Qeed fRU accRXQWiQg gXidaQce fRU BiWcRiQ            

aQd RWheU cU\SWRcXUUeQcieV. IQ hiV SaSeU, PURcha]ka (2018) VXggeVWV, cRPSaUeV aQd aVVeVVeV            
VeYeUal accRXQWiQg PRdelV XQdeU IFRS. SSecificall\, PURcha]ka (2018) aQal\]ed VeYeUal          
SRVVible accRXQWiQg WUeaWPeQWV fRU PeaVXUiQg aQd UeSRUWiQg cU\SWRcXUUeQcieV: hiVWRUical         
cRVW, faiU YalXe WhURXgh SURfiW aQd lRVV aQd faiU YalXe WhURXgh RWheU cRPSUeheQViYe iQcRPe. 

 
The fXQdaPeQWal aUgXPeQW iV WhaW Whe SURSeU accRXQWiQg WUeaWPeQW VhRXld be           

deWeUPiQed b\ cRQVideUiQg PaQagePeQWV¶ iQWeQWiRQ fRU hRldiQg Whe cU\SWRcXUUeQc\,         
iQclXdiQg hRldiQg aV a PeaQV Rf Sa\PeQW, fRU SURfiW-WUadiQg, RU SURdXcWiRQ (PiQiQg). The             
aXWhRU VWUeVVeV Whe iPSRUWaQce Rf ecRQRPic VXbVWaQce RYeU legal fRUP. ThiV iV iQheUeQW iQ              
Whe accRXQWiQg TXaliW\ Rf faiWhfXl UeSUeVeQWaWiRQ. TheUe aUe PaQ\ SRVVible fiQaQcial           
VWaWePeQW claVVificaWiRQV fRU cU\SWRcXUUeQc\ iQclXdiQg caVh, fiQaQcial aVVeWV, QRQ-fiQaQcial         
iQYeVWPeQWV, iQYeQWRU\, leaVeV, aQd iQWaQgible aVVeWV. HRZeYeU, Whe PRVW Zidel\ acceSWed           
claVVificaWiRQ Rf cU\SWRcXUUeQc\ aV iQdefiQiWe-liYed iQWaQgible aVVeWV iV QRW VXSSRUWed          
becaXVe cU\SWRcXUUeQcieV caQQRW be XWili]ed iQ RSeUaWiRQV aV RWheU iQWaQgibleV VXch aV            
SaWeQWV, liceQVeV, WUadePaUkV, eWc. MiQed UaWheU WhaQ SXUchaVed cU\SWRcXUUeQcieV ZRXld be           
WUeaWed aV iQWeUQall\ geQeUaWed iQWaQgibleV aQd VhRXld be e[SeQVed. FiQall\, PURcha]ka           
(2018) VXggeVWV WhaW faiU YalXe accRXQWiQg iV Whe PRVW UeleYaQW VRXUce Rf XVefXl iQfRUPaWiRQ              
fRU XVeUV Rf fiQaQcial VWaWePeQWV ZheQ cU\SWRcXUUeQcieV aUe acTXiUed fRU iQYeVWPeQW           
(SURfiW-WUadiQg) SXUSRVeV. 

 
TaQ aQd LRZ (2017) aUgXe WhaW Whe cRQceSWXal fUaPeZRUk VhRXld SURYide Whe baViV             

fRU accRXQWaQWV WR Pake a jXdgePeQW RQ aSSURSUiaWe accRXQWiQg WUeaWPeQW fRU hRldiQgV Rf             
cU\SWRcXUUeQc\ RQ Whe baViV Rf ecRQRPic VXbVWaQce. The aXWhRUV fXUWheU aUgXe WhaW WheUe aUe              
WZR caVeV WR cRQVideU. AccRXQWaQWV PXVW begiQ WR XQdeUVWaQd Whe ecRQRPicV Rf PRQe\,             
BiWcRiQ aQd iWV ecRV\VWeP, aQd Whe accRXQWiQg SUiQciSle Rf faiWhfXl UeSUeVeQWaWiRQ ePbRdied            
iQ Whe cRQceSWXal fUaPeZRUk. TaQ aQd LRZ (2017) claVVified BiWcRiQ RZQeUV iQWR WhUee             
caWegRUieV: iQdiYidXalV, WUadiQg fiUPV, aQd digiWal cXUUeQc\ e[chaQgeV. The\ aUgXe WhaW iQ            
Whe WUadiQg fiUP eQYiURQPeQW, BiWcRiQ iV XVed aV aQ alWeUQaWe PRde Rf UeceiYiQg Sa\PeQW              
aQd iV TXickl\ cRQYeUWed WR lRcal cXUUeQcieV WhURXgh a digiWal cXUUeQc\ e[chaQge. AV a              
UeVXlW, WheVe fiUPV XVe BiWcRiQ aV a PediXP Rf e[chaQge aQd VhRXld RQl\ UecRgQi]e              
UeYeQXeV aQd e[SeQVeV RQ Whe WUaQVacWiRQ daWe XViQg Whe e[chaQge UaWe (i.e., faiU YalXe) RQ               
WhaW daWe. AV a UeVXlW, Whe aXWhRUV SURSRVe WhaW WheUe iV QR Qeed WR UecRgQi]e BiWcRiQ aV                 

 



aVVeWV RQ cRUSRUaWe balaQce VheeWV. TaQ aQd LRZ cRQWiQXe Whe aUgXPeQW b\ iQdicaWiQg WhaW              
ZheQeYeU iW becRPeV QeceVVaU\ fRU eQWiWieV WR UeSRUW cU\SWRcXUUeQcieV RQ WheiU balaQce            
VheeWV, a WePSRUaU\ hRldiQg Rf BiWcRiQ VhRXld be claVVified aV caVh RU caVh eTXiYaleQW. ThiV               
cRQclXViRQ iV baVed RQ Whe ecRQRPic VXbVWaQce aVVXPSWiRQ WhaW cU\SWRcXUUeQcieV SUiPaUil\           
VeUYe aV a PediXP Rf e[chaQge. FRU digiWal cXUUeQc\ e[chaQgeV Whe aXWhRUV iQdicaWe WhaW Whe               
bXViQeVV PRdel Rf a digiWal cXUUeQc\ e[chaQge iV QR diffeUeQW fURP a WUadeU Rf gRRdV aQd                
WheUefRUe, BiWcRiQ iV a WUaded gRRd. If cU\SWRcXUUeQc\ iV YieZed aV a WUaded gRRd fRU digiWal                
cXUUeQc\ e[chaQgeV, WheQ Whe aVVeW VhRXld be accRXQWed fRU aV iQYeQWRU\. ThiV WUeaWPeQW iV              
cRQViVWeQW ZiWh Wa[ UeSRUWiQg. The aXWhRUV cRQclXded WhaW QR QeZ accRXQWiQg VWaQdaUd iV             
Qeeded fRU Whe fiQaQcial UeSRUWiQg Rf BiWcRiQ. HRZeYeU, TaQ aQd LRZ (2017) call fRU aQ               
aXWhRUiWaWiYe iQWeUSUeWaWiRQ be iVVXed b\ Whe IASB¶V IQWeUSUeWaWiRQV CRPPiWWee ​6​. 

 
RaibRUQ aQd SiYiWaQideV (2015) ideQWified Vi[ iVVXeV WR be addUeVVed ZheQ           

accRXQWiQg fRU BiWcRiQ, iQclXdiQg aVVeW claVVificaWiRQ, PiQiQg acWiYiW\, iQYeVWPeQW hRldiQgV,          
e[chaQgeV, PeUgeU aQd acTXiViWiRQ WUaQVacWiRQV, aQd diVclRVXUe. The aXWhRUV QRWed WhaW           
cU\SWRcXUUeQcieV VhRXld QRW be claVVified aV caVh. MRUeRYeU, cU\SWRcXUUeQcieV cRXld QRW be            
claVVified aV caVh eTXiYaleQWV becaXVe VRPe cU\SWRcXUUeQcieV Pa\ QeiWheU haYe a highl\            
liTXid WUaQVacWiRQ PaUkeW QRU be cRQYeUWed iQWR a kQRZQ aPRXQW Rf caVh. The aXWhRUV alVR               
cRQclXded WhaW aQ iQWaQgible aVVeW claVVificaWiRQ iV alVR QRW UeleYaQW fRU cU\SWRcXUUeQcieV            
eYeQ WhRXgh Whe\ dR QRW haYe Sh\Vical VXbVWaQce aQd WheUefRUe, SRVVeVV aQ iQWaQgible             
TXaliW\. FXUWheUPRUe, Whe VcRSe Rf iQWaQgible aVVeWV e[clXdeV fiQaQcial aVVeWV (IASB 2001c).            
HRZeYeU, RaibRUQ aQd SiYiWaQideV (2015) VWaWe WhaW cU\SWRcXUUeQcieV caQQRW be igQRUed aV a             
fiQaQcial e[chaQge PediXP. The aXWhRUV cRQclXded WhaW Whe RQl\ UeaVRQable aVVeW           
claVVificaWiRQ fRU cU\SWRcXUUeQc\ hRldiQgV iV eiWheU a VhRUW- RU lRQg-WeUP iQYeVWPeQW. 

6 ​The IASB¶V IQWeUSUeWaWiRQV CRPPiWWee UeleaVed iWV SRViWiRQ RQ accRXQWiQg fRU cU\SWRcXUUeQcieV iQ MaUch 2019. The 
SRViWiRQ cRQWiQXeV WR VXSSRUW Whe claVVificaWiRQ Rf cU\SWRcXUUeQc\ aV aQ iQdefiQiWe-liYed iQWaQgible aVVeW (IASB 2019). 

 



3. An Economic-based Approach to the Valuation and Accounting for 
Cr\ptocurrencies: A Fair Value Proposal 

 
The Conceptual FrameZork 

The RbjecWiYe Rf fiQaQcial UeSRUWiQg aQd Whe TXaliWaWiYe chaUacWeUiVWicV Rf XVefXl           
accRXQWiQg iQfRUPaWiRQ aUe aUWicXlaWed iQ Whe FASB¶V CRQceSWV SWaWePeQW NR. 8, ​Conceptual            
Framework for Financial Reporting ​(FASB 2010b) ​7 UQdeU Whe cRQceSWXal fUaPeZRUk, Whe           
fXQdaPeQWal TXaliWaWiYe chaUacWeUiVWicV WhaW Pake accRXQWiQg iQfRUPaWiRQ XVefXl aUe ​relevance          
aQd ​faithful representation ​. 

 
AccRXQWiQg iQfRUPaWiRQ iV UeleYaQW if iW iV caSable Rf PakiQg a diffeUeQce iQ a deciViRQ.               

FRU iQfRUPaWiRQ WR be UeleYaQW, iW VhRXld haYe SUedicWiYe YalXe (cUiWical fRU Whe cRQceSW Rf               
eaUQiQgV TXaliW\), cRQfiUPaWRU\ YalXe aQd iW PXVW be PaWeUial WR Whe eQWiW\¶V fiQaQcial SRViWiRQ,              
RSeUaWiQg UeVXlWV aQd caVh flRZV ​8​. 

 
FaiWhfXl UeSUeVeQWaWiRQ e[iVWV ZheQ WheUe iV aQ agUeePeQW beWZeeQ accRXQWiQg iQfRUPaWiRQ           

aQd Whe ecRQRPic eYeQW RU eYeQWV WhaW Whe accRXQWiQg iQfRUPaWiRQ SXUSRUWV WR UeSUeVeQW. FRU              
accRXQWiQg iQfRUPaWiRQ WR haYe faiWhfXl UeSUeVeQWaWiRQ, iW VhRXld be cRPSleWe, QeXWUal aQd fUee             
fURP PaWeUial eUURU. 

 
IQ addiWiRQ WR Whe fXQdaPeQWal TXaliWaWiYe chaUacWeUiVWicV, WheUe aUe eQhaQciQg TXaliWaWiYe           

chaUacWeUiVWicV. The eQhaQciQg TXaliWaWiYe chaUacWeUiVWicV aUe cRPSaUabiliW\, YeUifiabiliW\,        
WiPeliQeVV, aQd XQdeUVWaQdabiliW\. 

 
A WUade Rff e[iVWV ZheQ decidiQg RQ Whe aSSURSUiaWe baViV Rf PeaVXUePeQW WR ePSlR\ iQ               

fiQaQcial UeSRUWiQg: hiVWRUical cRVW, faiU YalXe RU a Pi[ed aWWUibXWeV PRdel. IQ PRVW caVeV, aQd aV                
QRWed iQ RXU liWeUaWXUe UeYieZ, WheUe iV agUeePeQW WhaW Whe XVe Rf faiU YalXeV iQ Whe fiQaQcial                 
VWaWePeQWV beWWeU UeflecWV Whe ecRQRPic YalXe Rf aQ eQWiW\¶V UeVRXUceV aQd RbligaWiRQV. IQ addiWiRQ,              
faiU YalXe PeaVXUeV aUe geQeUall\ PRUe UeleYaQW WhaQ hiVWRUical cRVW fRU fiQaQcial VWaWePeQW XVeUV.              
The IASB¶V UeYiVed cRQceSWXal fUaPeZRUk addV WhaW XVefXl iQfRUPaWiRQ eQhaQceV VhaUehRldeU           
abiliW\ WR aVVeVV PaQagePeQW VWeZaUdVhiS ​9​. HRZeYeU, Whe XVe Rf faiU YalXe Pa\ be YieZed aV               
haYiQg leVV faiWhfXl UeSUeVeQWaWiRQ WhaQ hiVWRUical cRVW. AV a UeVXlW, Whe diVclRVXUe Rf Whe faiU YalXe                
hieUaUch\ iV a cUiWical diVclRVXUe XQdeU bRWh Whe FASB aQd IAS faiU YalXe VWaQdaUdV. 

 
The diVclRVXUe Rf Whe faiU YalXe hieUaUch\ SURYideV Whe UeadeU Rf Whe fiQaQcial VWaWePeQWV              

VRPe addiWiRQal aVVXUaQce UegaUdiQg Whe UeliabiliW\ Rf Whe iQSXWV XVed iQ Whe faiU YalXe              
PeaVXUePeQW SURceVV. EQhaQced diVclRVXUeV Rf faiU YalXe PeaVXUeV Zill iQcUeaVe XVeU cRQfideQce            
iQ Whe iQfRUPaWiRQ SURYided. HeUe, Whe ePShaViV iV RQ RbVeUYable iQSXWV, Zhich eQhaQce faiWhfXl              
UeSUeVeQWaWiRQ. 

 
The faiU YalXe hieUaUch\ UaQkV Whe iQSXWV XVed iQ PeaVXUiQg faiU YalXe fURP Whe PRVW WR                

Whe leaVW Ueliable. LeYel 1 iQSXWV aUe Whe PRVW Ueliable aQd UeSUeVeQW Whe XVe Rf RbVeUYable iQSXWV                 
iQ aQ 

7 ​The IASB¶V RbjecWiYe aQd TXaliWaWiYe chaUacWeUiVWicV aUe ideQWical WR U.S. GAAP. HRZeYeU, Whe\ diffeU iQ Whe deVcUiSWiRQV Rf 
elePeQWV Rf fiQaQcial UeSRUWiQg aQd SUiQciSleV Rf UecRgQiWiRQ aQd PeaVXUePeQW iQ fiQaQcial UeSRUWiQg. 
8 ​We aQWiciSaWe WhaW hRldiQgV Rf cU\SWR aVVeWV Zill becRPe VigQificaQW aQd PRUe PaWeUial iQ Whe QeaU fXWXUe. 
9 ​BaUWh, GRPe]-BiVcaUUi aQd LRSe]-EVSiQR]a (2012) alVR aUgXe WhaW faiU YalXe accRXQWiQg iPSURYeV PRQiWRUiQg Rf Whe VWeZaUdVhiS 
fXQcWiRQ. 

 



acWiYe PaUkeW. ThiV iQclXdeV TXRWed PaUkeW SUiceV iQ aQ acWiYe PaUkeW. LeYel 2 iQSXWV, Whe Qe[W                
PRVW Ueliable, iQclXde PaUkeW cRPSaUable SUiceV RU SUiceV RbWaiQed fRU Whe aVVeW iQ a PaUkeW WhaW                
iV QRW acWiYe. LeYel 3 iQSXWV, RU Whe leaVW Ueliable, aUe SUiPaUil\ XQRbVeUYable iQSXWV aQd iQclXde                
PaQagePeQWV¶ YalXaWiRQ PRdelV. CleaUl\, a LeYel 1 PeaVXUe Rf faiU YalXe caQ haYe VigQificaQW              
faiWhfXl UeSUeVeQWaWiRQ, cRPSaUable WR hiVWRUical cRVW. HRZeYeU, faiU YalXe ZRXld be Rf gUeaWeU             
UeleYaQce iQ Whe ecRQRPic YalXaWiRQ Rf aQ aVVeW WhaQ hiVWRUical cRVW. The UeliabiliW\ Rf Whe faiU                
YalXe eVWiPaWeV decliQeV aV WheVe eVWiPaWeV becRPe PRUe deSeQdeQW RQ PaQageUial aVVXPSWiRQV.            
IQ WheVe caVeV, Whe faiU YalXe iQfRUPaWiRQ Pa\ SRVVeVV decUeaVed XVefXlQeVV ​10​10​. 

 
Applicabilit\ to Cr\ptocurrencies 

The cRQceSWXal fUaPeZRUk VXSSRUWV Whe XVe Rf faiU YalXe WhURXgh SURfiW aQd lRVV fRU              
cU\SWRcXUUeQcieV becaXVe WheVe aUe aVVeWV WhaW aUe TXiWe VeQViWiYe WR PaUkeW UiVk aQd e[SeUieQce              
VigQificaQW YRlaWiliW\ iQ faiU YalXe. FaiU YalXe accRXQWiQg iV PRUe UeleYaQW aQd SURYideV PRUe              
XVefXl iQfRUPaWiRQ WhaQ hiVWRUical cRVW baVed RU Pi[ed aWWUibXWeV PRdelV XVed iQ accRXQWiQg fRU              
iQYeVWPeQWV iQ iQWaQgible aVVeWV. HiVWRUical cRVW iQfRUPaWiRQ iV QRW cXUUeQW (QRW WiPel\) aQd Whe              
iQfRUPaWiRQ SURYided b\ Pi[ed aWWUibXWeV PRdelV iV aV\PPeWUical ZiWh UeVSecW WR Whe WUeaWPeQW Rf              
XQUeali]ed gaiQV aQd lRVVeV aQd iV iQcRQViVWeQW. CRPSaUabiliW\ aPRQg fiUPV iV diPiQiVhed XQdeU             
IFRS if RQe eQWiW\ accRXQWV fRU cU\SWRcXUUeQcieV XViQg Whe cRVW-baVed iQdefiQiWe-liYed iQWaQgible            
aSSURach aQd aQRWheU ePSlR\V Whe UeYalXaWiRQ PRdel ​11​. 

 
We alVR belieYe WhaW Whe WUade-Rff beWZeeQ UeleYaQce aQd faiWhfXl UeSUeVeQWaWiRQ iV QRW aV              

VigQificaQW aV VRPe Pa\ SeUceiYe. ThiV iV becaXVe Whe faiU YalXe Rf a cU\SWRcXUUeQc\ caQ               
geQeUall\ be PeaVXUed RQ e[chaQgeV aQd SURdXce RbVeUYable TXRWed SUiceV ​12​. SR, Whe XVe Rf              
RbVeUYable iQSXWV caQ eQhaQce Whe faiWhfXl UeSUeVeQWaWiRQ aQd XVefXlQeVV Rf Whe faiU YalXe             
PeaVXUeV XVed fRU cU\SWRcXUUeQcieV. IQ addiWiRQ, Whe faiU YalXe hieUaUch\ SURYideV Whe fiQaQcial             
VWaWePeQW XVeU ZiWh VXfficieQW iQfRUPaWiRQ WR aVVeVV Whe UeliabiliW\ Rf Whe iQSXWV XVed WR deWeUPiQe               
Whe faiU YalXe Rf Whe cU\SWRcXUUeQc\ UeSRUWed iQ Whe fiQaQcial VWaWePeQWV. GiYeQ Whe e[iVWeQce Rf               
cU\SWRcXUUeQc\ e[chaQgeV, Whe YalXaWiRQ Rf cU\SWRcXUUeQcieV Pa\ SRVVibl\ be baVed RQ iQSXWV            
claVVified aV eiWheU LeYel 1 RU LeYel 2 UeliabiliW\. HRZeYeU, iQ Whe eYeQW WhaW PaQagePeQW               
aVVXPSWiRQV aUe XVed iQ Whe YalXaWiRQ Rf cU\SWRcXUUeQc\, Whe LeYel 3 diVclRVXUeV Zill VWill SURYide               
XVefXl iQfRUPaWiRQ fRU Whe UeadeU Rf Whe fiQaQcial VWaWePeQWV ​13​. NRW RQl\ Zill Whe fXQdaPeQWal              
TXaliWaWiYe chaUacWeUiVWicV Rf UeleYaQce aQd faiWhfXl UeSUeVeQWaWiRQ be VaWiVfied b\ Whe XVe Rf faiU              
YalXe accRXQWiQg, bXW Whe eQhaQciQg chaUacWeUiVWicV Zill alVR be beWWeU UeflecWed iQ WhiV YalXaWiRQ              
PRdel. 

 
The XVe Rf faiU YalXe accRXQWiQg Zill iPSURYe cRPSaUabiliW\ becaXVe, ZiWh Whe XVe Rf faiU               

YalXeV RbWaiQed fURP digiWal cXUUeQc\ e[chaQgeV, Whe fiQaQcial VWaWePeQW XVeU Zill be able WR              
beWWeU cRPSaUe Whe UeVXlWV Rf RSeUaWiRQV, fiQaQcial SRViWiRQ aQd caVh flRZV Rf diffeUeQW fiUPV.              
HeUe, Whe faiU YalXeV aUe baVed RQ WUaQVacWiRQV e[ecXWed b\ PaUkeW SaUWiciSaQWV. The YalXaWiRQ              
PeWhRdRlRg\ XVed WR PeaVXUe faiU YalXe VhRXld be cRPSaUable acURVV all fiUPV UaWheU WhaQ XViQg               
PeaVXUeV Wied 

10 ​IW VhRXld be QRWed if a YalXaWiRQ PRdel ePSlR\V PXlWiSle iQSXWV, Whe leYel Rf Whe iQSXW ZiWh Whe lRZeVW UeliabiliW\ dUiYeV Whe eQWiUe 
UaQkiQg iQ Whe diVclRVXUe Rf Whe hieUaUch\. FRU e[aPSle, Whe Black-SchRleV PRdel XVeV Whe UiVk-fUee iQWeUeVW UaWe aQd 
PaQagePeQW¶V eVWiPaWe Rf e[SecWed VWRck SUice YRlaWiliW\ aQd diYideQd \ield. The UiVk-fUee UaWe iV RbVeUYable aQd iV a LeYel 1 
iQSXW. The iQSXWV eVWiPaWed b\ PaQagePeQW aUe LeYel 3 iQSXWV. TheUefRUe, Whe eQWiUe faiU YalXe Rf Whe ePSlR\ee RSWiRQ iV 
cRQVideUed aV LeYel 3. 
11 ​CXUUeQW gXidaQce fRU accRXQWiQg fRU cU\SWRcXUUeQcieV iV bUiefl\ diVcXVVed iQ ASSeQdi[ B. 
12 ​See FRRWQRWe 2 fRU Whe facWRUV WhaW haYe iQcUeaVed Whe efficieQc\ Rf Whe BiWcRiQ e[chaQgeV. 
13 ​We Ueali]e WhaW Whe iPSRUWaQce Rf faiU YalXe hieUaUch\ diVclRVXUeV Zill iQcUeaVe ZiWh ecRQRPic dRZQWXUQV. 

 



WR a VSecific eQWiW\. The iQSXWV XVed WR PeaVXUe WheVe faiU YalXeV XVed caQ be RbVeUYable aQd                 
YeUifiable ZheQ RbWaiQed fURP a Ueliable e[chaQge. The facW WhaW Whe fiQaQcial VWaWePeQW XVeU haV               
Whe kQRZledge WhaW Whe faiU YalXeV aUe RbVeUYable aQd YeUifiable PakeV Whe UeSRUWed UeVXlWV PRUe               
XQdeUVWaQdable. 

 
FiQall\, Whe XVe Rf cXUUeQW faiU YalXeV iV PRUe WiPel\ WhaQ hiVWRUical cRVW RU a Pi[ed                

aWWUibXWeV PRdel. IQ bRWh Whe hiVWRUical cRVW aQd Pi[ed aWWUibXWeV PRdelV, iQcRPe effecWV aUe RfWeQ               
defeUUed XQWil Whe cU\SWRcXUUeQc\ iV VRld RU RWheUZiVe diVSRVed Rf. TheUefRUe, iQcUeaVed            
cRPSaUabiliW\ aPRQg eQWiWieV, aQd Whe YeUifiabiliW\ aQd WiPeliQeVV Rf Whe faiU YalXe PeaVXUePeQWV             
Zill iPSURYe XQdeUVWaQdabiliW\ aQd eQhaQce Whe UeleYaQce aQd faiWhfXl UeSUeVeQWaWiRQ Rf Whe            
iQfRUPaWiRQ SURYided b\ SUeSaUeUV Rf fiQaQcial VWaWePeQWV. OYeUall, iPSURYiQg WheVe          
chaUacWeUiVWicV UeVXlW iQ PRUe XVefXl iQfRUPaWiRQ fRU deciViRQ PakiQg. The XVe Rf faiU YalXe              
accRXQWiQg iV alVR VXSSRUWed b\ a cXUUeQW WUeQd iQ fiQaQcial UeSRUWiQg: Whe XVe Rf Whe aVVeW/liabiliW\                
aSSURach ​14​. 

 
Valuation Model for Financial Reporting 

The defiQiWiRQ Rf faiU YalXe fRU fiQaQcial UeSRUWiQg iV baVed RQ aQ e[iW SUice cRQceSW. The                
e[iW RU e[chaQge SUice iV defiQed aV Whe SUice WhaW caQ be RbWaiQed RQ Whe diVSRVal Rf aQ aVVeW RU                    
Whe aPRXQW Said fRU Whe WUaQVfeU Rf aQ RbligaWiRQ iQ aQ RUdeUl\ WUaQVacWiRQ beWZeeQ PaUkeW               
SaUWiciSaQWV aW Whe PeaVXUePeQW daWe. The cRQceSW Rf aQ RUdeUl\ WUaQVacWiRQ aVVXPeV WhaW Whe              
h\SRWheWical WUaQVacWiRQ XVed WR PeaVXUe faiU YalXe Zill be RQe iQ Zhich Whe VelleU Rf aQ aVVeW RU                  
Whe WUaQVfeURU Rf aQ RbligaWiRQ haV Whe XVXal acceVV WR PaUkeWV ZRXld QRW aVVXPe a fRUced Vale aV                  
iQ Whe caVe Rf a liTXidaWiRQ RU baQkUXSWc\. 

 
WheQ PeaVXUiQg aVVeWV WR be XVed iQ e[chaQge aW faiU YalXe, Ze PXVW ideQWif\ Whe               

principal market ​(FASB 2011; IASB 2011). OQl\ if a SUiQciSal PaUkeW caQQRW be ideQWified, WheQ               
Whe PRVW adYaQWageRXV PaUkeW VhRXld be XVed. AV iV Whe caVe Rf cU\SWRcXUUeQcieV, aVVeWV Pa\ be                
WUaded iQ diffeUeQW, acWiYe PaUkeWV aW diffeUeQW SUiceV. If aQ eQWiW\ eQWeUV iQWR WUaQVacWiRQV iQ               
PXlWiSle PaUkeWV aQd caQ acceVV SUiceV iQ WhRVe PaUkeWV fRU Whe aVVeW aW Whe PeaVXUePeQW daWe,                
WheQ WhRVe PaUkeWV caQ be aVVeVVed iQ WeUPV Rf YRlXPe aQd leYel Rf acWiYiW\. 

 
AccRUdiQg WR cXUUeQW accRXQWiQg VWaQdaUdV, Whe SUiQciSal PaUkeW iV Whe PaUkeW ZiWh Whe             

gUeaWeVW YRlXPe aQd leYel Rf acWiYiW\ fRU Whe aVVeW (FASB 2011; IASB 2011). The faiU YalXe Rf                 
Whe aVVeW ZRXld be PeaVXUed XViQg Whe SUice WhaW ZRXld be UeceiYed iQ WhaW PaUkeW. The PaiQ                 
RbjecWiYe Rf RXU PRdel iV WR d\QaPicall\ ideQWif\ Whe SUiQciSal PaUkeW aQd RQce WhaW PaUkeW iV                
RbWaiQed, VRXUce all SUice iQfRUPaWiRQ ePSlR\ed eiWheU aV a VSRW RU aV a beQchPaUk fURP WhaW                
e[chaQge​15​. 

14 ​The XVe Rf faiU YalXe accRXQWiQg fiQdV VXSSRUW fURP Whe VhifW WR aQ aVVeW/liabiliW\ aSSURach fURP aQ iQcRPe VWaWePeQW fRcXV. The 
aVVeW/liabiliW\ aSSURach iV a balaQce VheeW fRcXVed PeWhRd SlaciQg ePShaViV RQ SURSeU aVVeW aQd liabiliW\ PeaVXUePeQW ZheQ 
deYelRSiQg aQd iPSlePeQWiQg accRXQWiQg VWaQdaUdV. ThiV WUadeV Rff Whe SUiRU iQcRPe VPRRWhiQg ePShaViV Rf Whe VWaQdaUd VeWWeUV. 
PUeYiRXVl\, Whe fRcXV ZaV RQ SURSeU UeYeQXe aQd e[SeQVe UecRgQiWiRQ.  The gRal Rf faciliWaWiQg SURjecWiRQV ZaV achieYed b\ 
VPRRWhiQg iQcRPe. ThiV PiQdVeW allRZV fRU PRUe eaUQiQgV YRlaWiliW\ RQ Whe iQcRPe VWaWePeQW. EaUQiQgV YRlaWiliW\ iV SUiPaUil\ dXe 
WR Whe UecRgQiWiRQ Rf XQUeali]ed gaiQV aQd lRVVeV (SiQgh 2017; GZilliaP & JackVRQ 2008; BeQVWRQ 2006). PRZeU (2010) QRWed WhaW 
ZiWh Whe PRYe WR Whe aVVeW/liabiliW\ aSSURach, Whe QRWiRQ Rf WUaQVacWiRQV-baVed iQcRPe Ueali]aWiRQ QR lRQgeU haV Whe SURPiQeQce iW 
RQce had. ThiV iQcUeaVeV Whe VXSSRUW fRU PeaVXUiQg XQUeali]ed gaiQV aQd lRVVeV RQ faiU YalXe flXcWXaWiRQV fRU aVVeWV RU liabiliWieV 
held.  OXU SURSRVed XVe Rf faiU YalXe accRXQWiQg fRU cU\SWRcXUUeQcieV iV cRQViVWeQW ZiWh aQd VXSSRUWed b\ Whe aVVeW/liabiliW\ 
aSSURach. 
15 ​We XVe a VSRW SUice iQ RXU illXVWUaWiRQ fRXQd iQ SecWiRQ 4 Rf WhiV SaSeU. HRZeYeU, beQchPaUkiQg RU aQ aYeUagiQg WechQiTXe cRXld 
alVR be ePSlR\ed afWeU Ze deVigQaWe Whe SUiQciSal e[chaQge. 

 



SSecificall\, ASC 820 (FASB 2011) iQdicaWeV WhaW if WheUe iV a SUiQciSal PaUkeW fRU Whe               
aVVeW RU liabiliW\, Whe faiU YalXe PeaVXUePeQW Vhall UeSUeVeQW Whe SUice iQ WhaW PaUkeW (ZheWheU WhaW                
SUice iV diUecWl\ RbVeUYable RU eVWiPaWed XViQg aQRWheU YalXaWiRQ WechQiTXe), eYeQ if Whe SUice iQ a                
diffeUeQW PaUkeW iV SRWeQWiall\ PRUe adYaQWageRXV aW Whe PeaVXUePeQW daWe. MRUeRYeU, iQ RUdeU WR              
be UeleYaQW, Whe beQchPaUk SUice VhRXld be aW leaVW aSSUR[iPaWel\ WUadable RQ aQ acceVVible              
PaUkeW. 

 



4. The Fair Value Model for Financial Reporting: An Application of FASB ASC 820 
 

The faiU YalXe PRdel fRU fiQaQcial UeSRUWiQg UeTXiUeV WhaW Ze fRllRZ VeYeUal VWeSV iQ              
deWeUPiQiQg Whe faiU YalXe Rf aQ aVVeW RU RbligaWiRQ. IQ Whe caVe Rf cU\SWRcXUUeQc\, Whe XQiW Rf                 
accRXQW iV ViPSl\ RQe XQiW Rf Whe digiWal cXUUeQc\ PeaVXUed aV eiWheU a ViQgle digiWal cRiQ RU a                  
fUacWiRQ Rf a digiWal cRiQ. IQ addiWiRQ, becaXVe cU\SWRcXUUeQcieV caQQRW be XVed iQ SURdXcWiRQ RU iQ                
cRQjXQcWiRQ ZiWh RWheU aVVeWV, Whe higheVW aQd beVW XVe iV iQ e[chaQge. The YalXaWiRQ WechQiTXe               
XVed iQ Whe caVe Rf cU\SWRcXUUeQcieV iV Whe PaUkeW aSSURach. 

 
AV a UeVXlW, RXU fiUVW YalXaWiRQ iVVXe iV WR deWeUPiQe Whe SUiQciSal RU PRVW adYaQWageRXV               

PaUkeW aW a VSecific SRiQW iQ WiPe. WheQ Ze ideQWif\ a SUiQciSal RU PRVW adYaQWageRXV PaUkeW, Ze                 
Zill XVe a PaUkeW aSSURach WhaW ideQWifieV TXRWed e[chaQge SUiceV aW WhaW PRPeQW. HRZeYeU, Ze               
Zill XlWiPaWel\ Qeed WR jXVWif\ Whe leYel Rf UeliabiliW\ Rf Whe iQSXWV XVed iQ RXU faiU YalXe PeaVXUe                  
fRU diVclRVXUe iQ Whe faiU YalXe hieUaUch\. 

 
Determining the Principal Market and Fair Value 

A SUiPaU\ SXUSRVe Rf WhiV SaSeU iV WR deYelRS PeWhRdRlRg\ WhaW fiUVW, ideQWifieV Whe              
SUiQciSal PaUkeW aQd VecRQd, e[WUacWV a faiU YalXe fRU fiQaQcial UeSRUWiQg SXUSRVeV fURP WhaW              
SUiQciSal PaUkeW. AV Zill be diVcXVVed, Whe PaUkeWV fRU cU\SWRcXUUeQcieV aUe fUagPeQWed aQd Pa\              
haYe liPiWed aQd / RU iQaccXUaWe PeaVXUeV Rf YRlXPe. IQ addiWiRQ, Whe UeliabiliW\ Rf Whe daWa                
e[WUacWed fURP ceUWaiQ e[chaQgeV Pa\ haYe WR be XVed ZiWh caXWiRQ. HRZeYeU, Ze belieYe WhaW               
WheUe aUe VeYeUal facWRUV WhaW caQ be cRQVideUed WR iPSURYe Whe UeliabiliW\ Rf Whe YRlXPe aQd SUice                 
iQfRUPaWiRQ RbWaiQed fURP Whe cU\SWRcXUUeQc\ e[chaQgeV. TheVe facWRUV iQclXde Whe leYel Rf            
e[chaQge RYeUVighW, Whe PicURVWUXcWXUe efficieQc\, WUaQVSaUeQc\ aQd daWa iQWegUiW\. OXU SURSRVed           
PeWhRdRlRg\ Zill Wake WheVe aQd RWheU facWRUV iQWR accRXQW aQd allRZ fRU Whe efficieQW              
ideQWificaWiRQ Rf Whe SUiQciSal PaUkeW aQd Whe deWeUPiQaWiRQ Rf Whe faiU YalXe Rf Whe              
cU\SWRcXUUeQc\ aW Whe PeaVXUePeQW daWe ​16​. 

 
Market Fragmentation and the Challenge of Identif\ing the Principal Market 

OQe Rf Whe ke\ chaUacWeUiVWicV Rf Whe cU\SWRcXUUeQc\ PaUkeW iV iWV high leYel Rf              
fUagPeQWaWiRQ. The PaiQ cU\SWRcXUUeQcieV, BiWcRiQ aQd EWheUeXP, aUe WUaded RQ RYeU 100            
e[chaQgeV ZRUldZide, ZiWh a laUge YaUieW\ Rf XQdeUl\iQg PechaQiVPV. AV VXch, Whe SRVVibiliW\             
e[iVWV WhaW WheUe Pa\ be QR ViQgle e[chaQge WhaW iV dRPiQaQW iQ WeUPV Rf YRlXPe, SUice diVcRYeU\,                 
RU aQ\ RWheU aWWUibXWe WhaW ZRXld Pake iW aQ RbYiRXV SUiQciSal PaUkeW. 

 
MRUeRYeU, eiWheU dXe WR Whe diffeUeQce iQ WUadiQg UXleV, aQd/RU WR Whe lack Rf acWiYe               

aUbiWUageXUV aW Whe cXUUeQW ShaVe Rf PaUkeW deYelRSPeQW fRU PaQ\ e[chaQgeV, WheUe caQ be              
VigQificaQW diffeUeQceV iQ Whe SUiceV beWZeeQ Whe e[chaQgeV, aQd dXe WR geRgUaShic diVSaUiW\, a              
cRQVWaQW VhifW iQ Whe YRlXPe SURPiQeQce WhURXghRXW Whe da\. SRPe Rf Whe leVV-liTXid cXUUeQcieV              
aUe WUaded RYeU RQe RU WZR e[chaQgeV, iQ SaUWicXlaU Whe cXUUeQcieV WhaW aUe iVVXed b\ Whe                
e[chaQgeV WhePVelYeV. MRVW Rf Whe liTXid cXUUeQcieV aUe likeZiVe WUaded RYeU VeYeUal diffeUeQW             
e[chaQgeV ZiWh a likelihRRd WhaW QR ViQgle e[chaQge caQ be deVigQaWed aV Whe SUiQciSal PaUkeW. 

 
SeYeUal RWheU e[chaQge-WUaded aVVeWV haYe eiWheU a deVigQaWed SUiQciSal e[chaQge RU a de             

facWR SUiQciSal e[chaQge WhaW dRPiQaWeV all RWheU e[chaQgeV iQ WeUPV Rf YRlXPe RU YiVibiliW\ aQd               
VeUYeV aV a fRcal SRiQW iQ Whe SUice diVcRYeU\ SURceVV. The ViWXaWiRQ iV TXiWe diffeUeQW fRU 

16 ​The VaPe aSSURach WR deWeUPiQe a SUiQciSal PaUkeW caQ be XVed fRU bRWh fiQaQcial UeSRUWiQg aQd Wa[ SXUSRVeV. 

 



cU\SWRcXUUeQc\ ZheUe WheUe Pa\ QRW e[iVW a ViQgle dRPiQaQW e[chaQge iQ WeUPV Rf YRlXPe. 
 

TR illXVWUaWe, Table 1 VhRZV Whe aYeUage dail\ YRlXPe RYeU Whe fiUVW TXaUWeU Rf 2019, RQ                
fRXU h\SRWheWical e[chaQgeV. AV Ze caQ Vee, QRQe Rf WheVe e[chaQgeV cleaUl\ dRPiQaWeV Whe              
PaUkeW. AVVXPiQg WhaW RQl\ fRXU e[chaQgeV e[iVW, E[chaQge 1 cRQWURlV leVV WhaQ 50% Rf Whe               
PaUkeW aQd WhaW leYel Pa\ QRW be cRQVideUed VigQificaQW eQRXgh WR dRPiQaWe Whe eQWiUe PaUkeW.               
MRUeRYeU, Whe YRlXPe UeSRUWiQg dReV QRW fRllRZ aQ\ VWaQdaUd, aQd iW haV lRQg beeQ VXVSecWed WhaW                
VRPe Rf Whe QXPbeUV UeSRUWed b\ VRPe Rf Whe e[chaQgeV dR QRW UeflecW Ueal YRlXPe ​17​. 

 
TDEOH 1: BLWFRLQ-8S DROODU AYHUDJH DDLO\ 9ROXPHV (LQ PLOOLRQV RI 8S DROODUV)b

b

b
b

IW iV iPSRUWaQW WR QRWe WhaW Whe WiPe Rf da\ RYeU Zhich Ze PeaVXUe faiU YalXe iV alVR                  
cUiWical iQ deWeUPiQaWiRQ Rf a SUiQciSal e[chaQge. DeSeQdiQg RQ WiPe Rf da\ VRPe e[chaQgeV Pa\               
dRPiQaWe iQ ceUWaiQ hRXUV Zhile RWheU e[chaQgeV Pa\ be dRPiQaQW aW RWheUV. FigXUe 1 VhRZV Whe                
aYeUage iQWUa-da\ YRlXPe Rf BiWcRiQ-US DRllaU WUadeV iQ PilliRQV Rf dRllaUV iQ WUadeV SeU hRXU               
(WiPe Rf da\). The daWa SUeVeQWed iQ FigXUe 1 iQdicaWe WhaW dXUiQg ceUWaiQ hRXUV E[chaQge 4 iV                 
cleaUl\ dRPiQaQW Zhile dXUiQg RWheU WiPeV dXUiQg Whe da\ E[chaQgeV 1 aQd 2 haYe PRUe               
VigQificaQW WUadeV. 

FLJXUH 1: IQWUD-GD\ TUDGLQJ 9ROXPH E\ HRXUb
BLWFRLQ-8S DROODUV (LQ MLOOLRQV RI 8S DROODUV)b

b
b

GiYeQ Whe fUagPeQWed QaWXUe aQd YaUiabiliW\ QRWed RQ VRPe Rf Whe cU\SWRcXUUeQc\            
e[chaQgeV, iW Pa\ be difficXlW WR ideQWif\ a SUiQciSal PaUkeW. SR, caUefXl aWWeQWiRQ PXVW be giYeQ                
WR Whe accRXQWiQg gXideliQeV fRU YalXaWiRQ aW faiU YalXe, aQd SURSeU iQWeUSUeWaWiRQV PXVW be Pade               
fRU WhiV VeWWiQg. FRllRZiQg bRWh US GAAP aQd IASB UeTXiUePeQWV iQ VXch caVeV, ZheQ a               

17  ​AYailable aW: ​hWWSV://cRiQPaUkeWcaS.cRP/e[chaQgeV/YRlXPe/24-hRXU/​ ​HRZeYeU, aV QRWed b\ BiWZiVe iQ WheiU SUeVeQWaWiRQ WR Whe 
SEC, WheUe aUe cXUUeQWl\ 10 Ueliable e[chaQgeV fRU BiWcRiQ (BiWZiVe 2019). 
 

AYHUDJH DDLO\ BTC-8SD 9ROXPHb
(MLOOLRQV RI 8S DROODUV) Q1 2019b

E[change 1 78.6 

E[change 2 48.3 

E[change 3 36.5 
E[change 4 27.1 

https://coinmarketcap.com/exchanges/volume/24-hour/
https://coinmarketcap.com/exchanges/volume/24-hour/


SUiQciSal PaUkeW caQQRW be ideQWified, Ze PXVW cRQVideU Whe PRVW adYaQWageRXV PaUkeW fURP Whe              
SRiQW Rf YieZ Rf Whe hRldeU Rf Whe aVVeWV (i.e., Whe PaUkeW SaUWiciSaQW). AgaiQ, Whe PRVW                
adYaQWageRXV PaUkeW iV Whe PaUkeW ZheUe Whe eQWiW\ ZRXld \ield Whe higheVW QeW aPRXQW UeceiYed               
RQ Vale, afWeU dedXcWiQg eVWiPaWed WUaQVacWiRQV cRVWV. AlWhRXgh WUaQVacWiRQV cRVWV aUe XVed WR             
deWeUPiQe Whe PRVW adYaQWageRXV PaUkeW, Whe\ aUe QRW iQclXded iQ SUice XVed iQ deWeUPiQiQg Whe               
faiU YalXe. 

 
TheUe aUe YaUiRXV cRQVideUaWiRQV aV WR ZhaW ZRXld be Whe SUiQciSal RU PRVW adYaQWageRXV              

e[chaQge fRU a SaUWicXlaU cXUUeQc\ SaiU aQd a SaUWicXlaU iQYeVWRU, iQclXdiQg Whe jXUiVdicWiRQ XQdeU              
Zhich aQ e[chaQge RSeUaWeV, Whe leYel Rf UegXlaWiRQ aQd RWheU e[chaQge RYeUVighW, aV Zell aV               
liTXidiW\ aQd PechaQiVP deWailV. 

 
AV QRWed eaUlieU, RXU SURSRVed faiU YalXe PeaVXUePeQW PeWhRdRlRg\ fRU cU\SWRcXUUeQcieV           

iV a YalXaWiRQ WechQiTXe WhaW XWili]eV RbVeUYable iQSXWV, TXRWed SUiceV aQd RWheU UeleYaQW             
WUaQVacWiRQ daWa diUecWl\ fURP e[chaQgeV. TheUefRUe, a cUiWical VWeS iQ Whe YalXaWiRQ SURceVV iV WR               
ideQWif\ eiWheU Whe SUiQciSal RU Whe PRVW adYaQWageRXV PaUkeW. 

 
We belieYe WhaW Whe XVe Rf a SUiQciSal PaUkeW iV PRVW aSSURSUiaWe becaXVe a faiU YalXe                

PeaVXUePeQW geQeUall\ aVVXPeV WhaW WUaQVacWiRQV Wake Slace iQ a SUiQciSal PaUkeW. OQl\ iQ Whe              
abVeQce Rf a SUiQciSal PaUkeW VhRXld Whe PRVW adYaQWageRXV PaUkeW be XVed ​18​. 

 
DeWeUPiQaWiRQ Rf a SUiQciSal PaUkeW iV baVed RQ iQdeSeQdeQW aQal\VeV SeUfRUPed aW Whe             

RUgaQi]aWiRQal leYel aQd caQ YaU\ aPRQg eQWiWieV aQd bXViQeVVeV ZiWhiQ a ViQgle eQWiW\. SR, Whe               
ideQWificaWiRQ Rf a SUiQciSal PaUkeW iV eQWiW\ VSecific, aQd caQ YaU\ aPRQg VSecific eQWiWieV ZiWhiQ               
a cRQVRlidaWed gURXS. 

 
The VWaQdaUdV dR QRW SURYide VSecific gXidaQce UegaUdiQg hRZ aQ eQWiW\ VhRXld deVigQaWe             

a SUiQciSal PaUkeW. IQ addiWiRQ, Whe eQWiW\ iV QRW UeTXiUed WR eQgage iQ aQ e[WeQViYe VeaUch Rf all                  
PaUkeWV aQd VhRXld iQcRUSRUaWe Ueadil\ aYailable iQfRUPaWiRQ VXch aV YRlXPe. OYeUall, Whe            
SUiQciSal PaUkeW iV W\Sicall\ SUeVXPed WR be Whe PaUkeW RU PaUkeWV WhaW Whe eQWiW\ Zill QRUPall\                
XVe WR Vell aQ aVVeW RU WUaQVfeU a liabiliW\. IW iV likel\, SaUWicXlaUl\ iQ Whe caVe Rf cU\SWRcXUUeQcieV,                  
WhaW aQ eQWiW\ Zill Qeed WR UeaVVeVV iWV deVigQaWed SUiQciSal PaUkeW aV eYeQWV RU acWiYiWieV chaQge. 

 
IW iV alVR iPSRUWaQW WhaW Ze eQVXUe WhaW Whe daWa e[WUacWed fURP Whe deVigQaWed SUiQciSal               

PaUkeW aUe aV Ueliable aV SRVVible. DXe WR Whe UaSid VhifWV iQ WUadiQg YRlXPe QRWed eaUlieU aQd Whe                  
facW WhaW VRPe e[chaQgeV lack SURSeU RYeUVighW RU aUe XQUegXlaWed, Whe e[chaQge daWa UeSRUWed              
Pa\ QRW be highl\ Ueliable. AV a UeVXlW, Ze Qeed WR deYelRS a V\VWePaWic PeWhRdRlRg\ WhaW caQ be                  
XVed WR VcRUe aQd UaQk Whe e[chaQgeV aQd XlWiPaWel\ ideQWif\ Whe SUiQciSal PaUkeW. SSecificall\,              
Ze SURSRVe a PeWhRdRlRg\ WR deVigQaWe a SUiQciSal PaUkeW b\ cRQVideUiQg chaUacWeUiVWicV VXch aV              
e[chaQge RYeUVighW, PicURVWUXcWXUe efficieQc\, WUaQVSaUeQc\, daWa iQWegUiW\, fUeTXeQc\ Rf WUadeV          
aQd 

18 ​AV QRWed eaUlieU, Whe XVe Rf a SUiQciSal PaUkeW iV SUefeUUed XQdeU GAAP aQd Ze alVR belieYe WhaW a SUiQciSal PaUkeW VhRXld be 
ideQWified iQ Whe caVe Rf Whe cU\SWRcXUUeQc\ e[chaQgeV. The XVe Rf Whe alWeUQaWiYe, Whe PRVW adYaQWageRXV PaUkeW, iV TXeVWiRQable 
giYeQ Whe cXUUeQW VWage Rf deYelRSPeQW Rf Whe cU\SWRcXUUeQc\ e[chaQgeV. SSecificall\, Whe e[chaQge WhaW \ieldV Whe higheVW QeW 
aPRXQW RQ Vale Rf a cU\SWRcXUUeQc\ cRXld be aQ e[chaQge WhaW alWhRXgh acWiYe, cRXld lack SURSeU RYeUVighW RU geQeUaWe daWa WhaW iV 
XQceUWaiQ aV WR TXaliW\ RU iQWegUiW\. OQe ZRXld WeQd WR TXeVWiRQ ZheWheU aQ e[chaQge ZiWh WheVe chaUacWeUiVWicV iV iQ facW ³PRVW 
adYaQWageRXV´ fURP Whe VWaQdSRiQW Rf Whe PaUkeW SaUWiciSaQW. 

 



RYeUall YRlXPe. B\ WakiQg WheVe chaUacWeUiVWicV iQWR accRXQW, Whe daWa e[WUacWed fURP Whe             
deVigQaWed SUiQciSal PaUkeW Zill be PRUe Ueliable. 

 
The SURSRVed PeWhRdRlRg\ fRU deWeUPiQiQg a SUiQciSal PaUkeW iV SUeVeQWed iQ Whe Qe[W             

VecWiRQ Rf WhiV SaSeU. 
 

Proposed Methodolog\ to Determine a Principal Market and Measure the Spot Fair Value ​19 

OXU SURSRVed PeWhRdRlRg\ WR deVigQaWe a SUiQciSal PaUkeW fRU faiU YalXe PeaVXUePeQW            
XVeV a UaQkiQg aSSURach WhaW cRQVideUV VeYeUal e[chaQge chaUacWeUiVWicV, iQclXdiQg RYeUVighW, aQd            
Whe YRlXPe aQd fUeTXeQc\ Rf WUadeV. SSecificall\, iQ RUdeU WR UaQk Whe cUedibiliW\ aQd TXaliW\ Rf                
each e[chaQge, Ze d\QaPicall\ aVVigQ a VcRUe WR Whe ke\ chaUacWeUiVWicV fRU each e[chaQge b\               
ePSlR\iQg a fiYe-VWeS SURceVV. The fiYe-VWeS ZeighWiQg SURceVV fRU ideQWif\iQg a SUiQciSal            
e[chaQge aQd Whe laVW SUice RQ WhaW e[chaQge iV SUeVeQWed belRZ. 

 
SWHS 1 ​: ​AVVigQ each e[chaQge fRU each SaiU Rf cXUUeQcieV a BaVe E[chaQge ScRUe ​(BES)b               
UeflecWiQg VWaWic e[chaQge chaUacWeUiVWicV VXch aV RYeUVighW, PicURVWUXcWXUe aQd WechQRlRg\. 
SWHS 2 ​: ​AdjXVW Whe BES baVed RQ Whe UelaWiYe PRQWhl\ YRlXPe each e[chaQge VeUYiceV. ThiV QeZb                
VcRUe iV Whe VRlXPe AdjXVWed ScRUe ​(VAS). 
SWHS 3 ​: ​Deca\ Whe adjXVWed VcRUe baVed RQ Whe WiPe SaVVed ViQce laVW WUade RQ e[chaQge. HeUe, Zeb                  
aUe aVVeVViQg Whe leYel Rf acWiYiW\ iQ Whe PaUkeW b\ cRQVideUiQg Whe fUeTXeQc\ Rf WUadeV. The deca\                 
facWRU UeflecWV Whe WiPe ViQce Whe laVW WUade RQ Whe e[chaQge​20​. ThiV iV Whe fiQal Deca\ed VRlXPe                 
AdjXVWed ScRUe ​(DVAS). 
SWHS 4 ​: ​RaQk Whe e[chaQgeV b\ Whe ​DVAS ​VcRUe aQd deVigQaWe Whe higheVW-UaQkiQg e[chaQge aV Whe 
PULQFLSDO MDUNHW ​fRU WhaW SRiQW iQ WiPe. 
SWHS 5 ​: ​DeVigQaWe Whe SUice Rf Whe laVW WUaQVacWiRQ RQ Whe SUiQciSal PaUkeW aV Whe LXkka PUiPeb                 
VSRW SUice aW WhaW SRiQW Rf WiPe. 

 
ThaW iV, afWeU Ze deVigQaWe Whe SUiQciSal PaUkeW, Whe VSRW faiU YalXe aVVigQed WR Whe               

cU\SWRcXUUeQc\ iV PeaVXUed aW Whe WiPe aQd daWe Rf Whe fiQaQcial UeSRUW​21​. The PaWhePaWical              
VSecificaWiRQ Rf WhiV SURceVV, alRQg ZiWh illXVWUaWiRQV, aUe SUeVeQWed iQ Whe fRllRZiQg VecWiRQV. 

 
Base e[change score (BES). 
The BaVe E[chaQge ScRUe (BES) UeflecWV Whe fXQdaPeQWalV Rf aQ e[chaQge, giYeQ eTXal             

YRlXPe aQd eTXal deca\. The BES Zill deWeUPiQe Zhich e[chaQge VhRXld be deVigQaWed aV Whe               
SUiQciSal PaUkeW aW a giYeQ SRiQW Rf WiPe. ThiV VcRUe iV deWeUPiQed b\ cRPSXWiQg a ZeighWed                
aYeUage Rf Whe YalXeV aVVigQed WR fRXU diffeUeQW e[chaQge chaUacWeUiVWicV. TheVe chaUacWeUiVWicV            
aUe: 

1. E[FKDQJH OYHUVLJKWb
2. MLFURVWUXFWXUH EIILFLHQF\ RI WKH E[FKDQJHb
3. DDWD TUDQVSDUHQF\b
4. DDWD IQWHJULW\ H[FKDQJH RYHUVLJKW 

19 ​We aUe XViQg Whe VSRW SUice fRU illXVWUaWiYe SXUSRVeV bXW RWheU beQchPaUkV RU aYeUagiQg WechQiTXeV caQ be XVed WR deWeUPiQe Whe 
SUice RU faiU YalXe aW Whe UeSRUWiQg daWe. 
20 ​We call WhiV Whe ³fUeVhQeVV´ Rf Whe daWa. 
21 BecaXVe cU\SWRcXUUeQc\ PaUkeWV dR QRW clRVe, Ze XVe PidQighW RQ Whe fiQaQcial UeSRUWiQg daWe aV RXU e[chaQge ³clRVe.´ 
 



b
ThiV VcRUe UeflecWV Whe UXleV iQ Slace WR SURWecW aQd WR giYe acceVV WR Whe iQYeVWRU. The                 

VcRUe aVVigQed fRU e[chaQge RYeUVighW Zill deSeQd RQ SaUaPeWeUV VXch aV jXUiVdicWiRQ, UegXlaWiRQ,             
³KQRZ YRXU CXVWRPeU aQd AQWi-MRQe\ LaXQdeUiQg CRPSliaQce´ (KYC/AML), eWc. FRU          
e[aPSle, Ze accRXQW fRU ³jXUiVdicWiRQ´ b\ XViQg a baVic hieUaUch\. HeUe, a LeYel 1 jXUiVdicWiRQ iV                
aVVigQed a VcRUe Rf 100 aQd WhaW VcRUe iV UedXced b\ 20 SRiQWV fRU each VXbVeTXeQW leYel​22​. A                  
VaPSle jXUiVdicWiRQ hieUaUch\ iV SUeVeQWed iQ Table 2. 

 
TDEOH 2: E[FKDQJH OYHUVLJKW-JXULVGLFWLRQ HLHUDUFK\b

b
                    MLFURVWUXFWXUH HIILFLHQF\ RI WKH H[FKDQJH ​. 

The VecRQd e[chaQge chaUacWeUiVWic iV PicURVWUXcWXUe efficieQc\. BaVed RQ SUiRU UeVeaUch           
(RRll, 1984), Ze Wake Whe effecWiYe bid aVk VSUead aV a SUR[\ fRU efficieQc\. FRU each e[chaQge                 
aQd cXUUeQc\ SaiU Ze Wake aQ eVWiPaWe Rf Whe ³effecWiYe VSUead ​́23 UelaWiYe WR Whe SUice iQ ³SiSV ​́24​.                 
The VcRUe fRU e[chaQge ​𝑖 = 0, ª , 𝑛 ࡈiV cRPSXWed aV: 

 
 
 

 
 
 
 

 
WheUe  ​𝑠𝑝ࡈ0ࡈ, 𝑠𝑝ࡈ1ࡈ, ª , 𝑠𝑝ࡈ𝑛ࡈ  ࡈaUe  Whe  VSUeadV  Rf  Whe  UeleYaQW  e[chaQgeV  PeaVXUed  aV  SiSV 

(1/10,000) Rf Whe aVVeW SUice. 

22 The hieUaUch\ iV baVed RQ Whe S&P SRYeUeigQ FRUeigQ-CXUUeQc\ RaWiQgV, S&P IQVWiWXWiRQal aQd EcRQRPic aVVeVVPeQW aQd 
ZheWheU Whe lRcal cXUUeQc\ iV UeVWUicWed. 
23 ​AV Whe WickeU Vi]e iV YeU\ VPall fRU PRVW cU\SWRcXUUeQcieV RQ PRVW e[chaQgeV, Whe gaS beWZeeQ beVW bid aQd beVW aVk caQ alVR be 
YeU\ VPall. HRZeYeU, aV iV RfWeQ Whe caVe, WheUe aUe e[WUePel\ lRZ YRlXPeV RQ WheVe TXRWeV aQd, aV VXch, Whe VSUeadV dR QRW UeflecW 
acWXal WUaQVacWiRQV cRVWV RU efficieQc\. A beWWeU PeaVXUe ZRXld be Whe SUice RbWaiQed if \RX UXQ Whe bRRk iQ bRWh diUecWiRQV RQ a 
UeaVRQable Vi]e RUdeU (Va\ 1 BTC fRU a BTC-USD WUaQVacWiRQ). We UefeU WR WhiV VSUead aV Whe ​effective spread​. 
24 ​PiS iV Whe ³SeUceQWage iQ SRiQWV´ aQd UeSUeVeQWV Whe VPalleVW PRYe SRVVible baVed RQ e[chaQge cRQYeQWiRQV. 

 

Level Jurisdiction Oversight Score [​𝒔ࡈ𝒐𝒗ࡈ] 

Level 1​: US, EU, JaSaQ, SZiW]eUlaQd, AXVWUalia, NeZ ZealaQd, SiQgaSRUe 100 

Level 2​: UK, IVUael, SRXWh KRUea, HRQg KRQg 80 

Level 3​: LaWaP, ChiQa, IQdia, RXVVia, EaVWeUQ EXURSe 60 

Level 4​: SRXWh AfUica, SRXWh EaVW AVia 40 

Level 5: AfUica, Middle EaVW 20 



 
ತ

 
 
                    DDWD WUDQVSDUHQF\.b

TUaQVSaUeQc\ iV Whe WeUP XVed fRU a TXaliW\ VcRUe WhaW iV deWeUPiQed b\ Whe leYel Rf deWail 
Rf Whe daWa RffeUed b\ aQ e[chaQge aQd iV baVed RQ Whe hieUaUch\ SURYided iQ Table 3. 

 
TDEOH 3: TUDQVSDUHQF\ HLHUDUFK\b

 
 

SiPilaU WR Whe jXUiVdicWiRQ hieUaUch\, LeYel 1, Whe higheVW leYel iQ Whe WUaQVSaUeQc\             
hieUaUch\, iV aVVigQed 100 SRiQWV aQd iV UedXced b\ 20 SRiQWV fRU each VXbVeTXeQW lRZeU leYel.                
E[chaQgeV cRQVideUed ZiWhiQ Whe WUaQVSaUeQc\ hieUaUch\ aUe alVR eYalXaWed iQ WeUPV Rf daWa             
iQWegUiW\ b\ cRPSXWiQg a daWa iQWegUiW\ VcRUe WhaW iQclXdeV Whe iPSacW Rf RUdeU UecRQVWUXcWiRQ,              
PiQXWe YRlXPe PaWchiQg aQd dail\ YRlXPe PaWchiQg. The daWa iQWegUiW\ VcRUe iV diVcXVVed belRZ. 

 
                    DDWD LQWHJULW\ ​. 

IQWegUiW\ iV eYalXaWed RQ WhUee-WiPe VcaleV, RQ Wick leYel, VhRUW WeUP (PiQXWeV) aQd dail\,              
ZiWh Whe fRllRZiQg VcRUeV: 

 

𝑠ࡈ𝑜ᬏ𝑑ࡈ ࡈ- RUdeU UecRQVWUXcWiRQ 
𝑠ࡈ𝑚𝑖𝑛ᬒᬑ𝑒ࡈ ࡈ- PiQXWe YRlXPe PaWchiQg 
𝑠ࡈ𝑑𝑎ᬖࡈ ࡈ- dail\ YRlXPe PaWchiQg 

 
A ZeighWed aYeUage Rf WheVe VcRUeV Zill giYe Whe daWa iQWegUiW\ VcRUe. The ZeighWV aUe               

baVed RQ Whe UelaWiYe iPSRUWaQce Rf each facWRU aW a SRiQW iQ WiPe aV aVVeVVed b\ Whe eQWiW\. 
 

𝑠ࡈ𝑖𝑛ᬑ  ࡈ= ᶫࡈ
𝑜𝑟𝑑  ࡈ

ԫ 𝑠ࡈ
𝑜𝑟𝑑 ࡈ

+ ᶫࡈ
𝑚𝑖𝑛ᬒᬑ𝑒  ࡈ

ԫ 𝑠ࡈ
𝑚𝑖𝑛ᬒᬑ𝑒 ࡈ

+ ᶫࡈ
𝑑𝑎ᬖ  ࡈ

ԫ 𝑠ࡈ
𝑑𝑎ᬖ

(2) 

TheVe VcRUeV, ​𝑠ࡈ𝑜ᬏ𝑑ࡈ ࡈ, ​𝑠ࡈ𝑚𝑖𝑛ᬒᬑ𝑒ࡈ 𝑠ࡈ𝑑𝑎ᬖࡈ ࡈaUe defiQed aV iQ Whe fRllRZiQg VecWiRQV. 

25 ThiV iV a liPiW RUdeU bRRk RU Whe aggUegaWe iQVide TXRWe fRU each e[chaQge. 
 

Level Data Detail Score [​𝒔ࡈ𝒕𝒓𝒂𝒏ࡈ] 
1 Orders 100 
2 Order Book / TAQ​25 80 
3 Trades 60 
4 Candles 40 
5 None 20 



 

OUdeU UecRnVWUXcWiRn ​. 
E[chaQgeV ZiWh LeYel 1 WUaQVSaUeQc\ Zill SURYide fRU each WUaQVacWiRQ a cRUUeVSRQdiQg            

³OUdeU ID´ ZiWh Vi]e iQfRUPaWiRQ RQ Whe RUdeU. AQ RUdeU fRU Zhich Ze caQ ideQWif\ all                
WUaQVacWiRQV WhaW ZheUe cRPSleWed aV SaUW Rf Whe RUdeU (iQclXdiQg caQcelaWiRQ) iV cRQVideUed a              
³UecRQVWUXcWed RUdeU´. LeW Whe YRlXPe ZeighWed fUacWiRQ Rf UecRQVWUXcWed RUdeUV be ​𝑝ࡈ𝑜ᬏ𝑑 > 0 WheQ           ತࡈ ತ ತ  
Whe cRUUeVSRQdiQg VcRUe iV: 

 

𝑠ࡈ𝑜ᬏ𝑑100 = ࡈ ∗ (1 ì 𝑒ࡈìᶟ⋅𝑝ࡈᬌᬏ𝑑 ࡈ)  ࡈfRU ​ᶟ > 0ࡈ. (3) 

MinXWe YRlXme maWching. 
LeYel 3 WUaQVSaUeQc\ Zill SURYide Wick b\ Wick daWa fRU WUadeV, leYel 4 WUaQVSaUeQc\ Zill               

SURYide caQdle daWa. LeW ​𝑝ࡈ𝑚𝑖𝑛 > 0 beࡈ Whe fUacWiRQ Rf Whe YRlXPe RQ Whe WiPe baU accRXQWed b\    ತ ತ ತ             
iQdiYidXal WUadeV, WheQ Whe cRUUeVSRQdiQg VcRUe iV: 

 
𝑠ࡈ𝑚𝑖𝑛ᬒᬑ𝑒100 = ࡈ ∗ (1 ì 𝑒ࡈìᶟ⋅𝑝ࡈ𝑚𝑖𝑛 ࡈ)  ࡈfRU ​ᶟ > 0ࡈ. (4) 

 
Dail\ YRlXme maWching. 
Dail\ YRlXPe PaWchiQg iV Whe VaPe aV Whe PiQXWe YRlXPe PaWchiQg e[ceSW WhaW iW iV               

deWeUPiQed fRU dail\ YRlXPe. 

 



Mathematical Specification of the Principal Market Designation Process 
The cRPSXWaWiRQV belRZ aUe all dRQe SeU cXUUeQc\ aQd aV a UeVXlW, eYeQ Whe baVe e[chaQge                

VcRUe (BES) cRXld YaU\ fURP RQe cXUUeQc\ WR aQRWheU. AlWhRXgh WRS e[chaQgeV geQeUall\ WeQd WR               
be UaQked high RQ all Whe cXUUeQcieV Whe\ VeUYice. 

 

The PaWhePaWical VSecificaWiRQ Rf Whe SUiQciSal PaUkeW deVigQaWiRQ SURceVV iV SUeVeQWed 
belRZ. 

 

SWHS 1 ​: The baVe e[chaQge VcRUeV (BES) fRU e[chaQge ​𝑒ᬕ  :iV cRPSXWed aV fRllRZVࡈ ࡈ𝑛ࡈª , 𝑒ᬕ ,ࡈ1ࡈ
 
 

 
ತ

AgaiQ, Whe ZeighWV aUe baVed RQ Whe UelaWiYe iPSRUWaQce Rf each facWRU aQd WheiU diUecW               
iPSacW RQ Whe RYeUall TXaliW\ Rf Whe e[chaQge baVed RQ PaQagePeQWV¶ aVVeVVPeQW. FRU e[aPSle,              
iW iV likel\ WhaW RYeUVighW aQd efficieQc\ ZRXld W\Sicall\ haYe PRUe ZeighW WhaQ WUaQVSaUeQc\ aQd               
daWa iQWegUiW\. 

 
SWHS 2 ​: FRU cRPSXWiQg Whe YRlXPe adjXVWed VcRUeV (VAS) leW ​ᬓ𝑜𝑙ࡈ0ࡈ, ª , ᬓ𝑜𝑙  \be Whe PRQWhlࡈ ࡈ𝑛ࡈ
YRlXPeV Rf WheVe e[chaQgeV, Whe YRlXPe adjXVWed VcRUe iV WheQ: 
 

 
ತ

SWHS 3 ​: FRU cRPSXWiQg Whe deca\ed VcRUe (DVAS) aW WiPe ​𝑇  Whe WiPe VeUieV Rfࡈ {ᬑ > 0 :ࡈt​𝑒ᬕ𝑖ࡈ𝑝}​ leW ,ࡈ
SUiceV SURYided b\ e[chaQge ​𝑒ᬕࡈ𝑖ࡈ, aQd leW  ​ᬑ Whe WiPeVWaPS RQ Whe PRVW UeceQW WUade cRPiQg fURPತࡈ  𝑖ࡈ𝑒ᬕࡈ

Whe e[chaQge, QaPel\ ​ᬑࡈ𝑒ᬕࡈ𝑖  ࡈ= max { 0 < ᬑ < 𝑇: {𝑝  WheQ Whe deca\ed ZeighW iV ,ࡈ{∅ � { ᬑ < ᶦ < 𝑇 :ࡈt​𝑒ᬕ𝑖ࡈ
giYeQ b\: 

ತ ತ
ತ

ತ ತ
ತ

SWHS 4 ​: The SUiQciSal PaUkeW iV Whe e[chaQge ZiWh Whe higheVW deca\ed VcRUe (DVAS), 
 

 
SWHS 5 ​: LXkka PUiPe VSRW SUice iV Whe laVW SUice aV Rf WiPe ​𝑇 ࡈRQ Whe SUiQciSal e[chaQge: 

ತ

 



5. Conclusion 
 

ThiV SaSeU SUeVeQWV a WheRUeWical PRdel WR VXSSRUW Whe XVe Rf faiU YalXe accRXQWiQg fRU               
PeaVXUiQg aQd UeSRUWiQg cU\SWRcXUUeQcieV held b\ aQ eQWiW\ RQ iWV RZQ behalf. BaVed RQ Whe               
WheRUeWical PRdel Ze deYelRS a PeWhRdRlRg\ WR aVVeVV Whe TXaliW\ Rf digiWal cXUUeQc\ e[chaQgeV              
aQd deWeUPiQe a SUiQciSal PaUkeW. WiWh a SUiQciSal PaUkeW ideQWified, a faiU YalXe iV RbWaiQed WR                
SUice Whe iQYeVWPeQW iQ cU\SWRcXUUeQcieV. 

 
FiUVW, Ze SURYide a deWailed diVcXVViRQ Rf Whe deficieQcieV Rf Whe cRPPRQ aSSURach XVed              

iQ accRXQWiQg fRU cU\SWRcXUUeQcieV: claVVificaWiRQ aV aQ iQdefiQiWe life iQWaQgible aVVeW. TheQ, Ze             
deYelRS RXU aUgXPeQW fRU Whe XVe Rf faiU YalXe accRXQWiQg b\ RbWaiQiQg VXbVWaQWial VXSSRUW iQ Whe                
cRQceSWXal fUaPeZRUk, accRXQWiQg WheRU\ aQd SUecedeQW accRXQWiQg SUacWice. 

 
UQdeU Whe faiU YalXe PRdel, cU\SWRcXUUeQcieV aUe caUUied RQ Whe balaQce VheeW aW faiU YalXe               

ZiWh all XQUeali]ed gaiQV aQd lRVVeV UeSRUWed iQ cXUUeQW eaUQiQgV. HRZeYeU, Ze ackQRZledge Whe              
difficXlW\ Rf deWeUPiQiQg a SUiQciSal e[chaQge Qeeded WR e[WUacW a ³WUXe´ SUice iQ a fUagPeQWed               
PaUkeW. IQ UeVSRQVe, Ze deYelRS a d\QaPic V\VWeP WR aVVeVV Whe cUedibiliW\ Rf Whe e[chaQge b\                
cRQVideUiQg chaUacWeUiVWicV VXch aV jXUiVdicWiRQ, UegXlaWiRQ, RYeUVighW, YRlXPe aQd fUeTXeQc\ Rf           
WUadeV. The PeWhRdRlRg\ iV VWUXcWXUed aV a balaQce beWZeeQ Whe abiliW\ WR RbWaiQ daWa fURP               
Ueliable VRXUceV, W\Sicall\ Whe PRUe highl\ cUediWed e[chaQgeV, aQd Whe WiPeliQeVV Rf Whe daWa. 

 
We begiQ RXU aVVeVVPeQW Rf Whe e[chaQgeV b\ aVVigQiQg a baVe e[chaQge VcRUe WhaW              

iQclXdeV YalXeV fRU Whe chaUacWeUiVWicV VXch aV UegXlaWiRQ, e[chaQge PicURVWUXcWXUe, daWa TXaliW\,            
WUaQVSaUeQc\, cRYeUage, YRlaWiliW\ aQd RWheU PechaQiVPV, VXch aV WUadiQg UXleV. TheQ, Ze ZeighW             
Whe baVe VcRUe fRU YRlXPe aQd fiQall\, UedXce Whe VcRUe fRU iQfUeTXeQW WUadeV RU deca\. 

 
OXU ZeighWiQg PeWhRdRlRg\ RSeUaWeV RQ WZR-WiPe VcaleV. OQ Whe lRQgeU PRQWhl\ WiPe 

Vcale, Ze adjXVW a VeW Rf iQiWial ZeighWV b\ Whe YRlXPe each e[chaQge WUaded RYeU Whe SUeYiRXV 
PRQWh, aQd RQ Whe VhRUWeU WiPe Vcale Ze deca\ Whe iQiWial ZeighW baVed RQ Whe WiPe SaVVed ViQce 
laVW WUade. 

 
WiWh a fiQal RU ³deca\-ZeighWed´ VcRUe, Whe SUiQciSal e[chaQge iV VelecWed. The SRiQW iQ              

WiPe SUice Qeeded fRU fiQaQcial UeSRUWiQg aQd Wa[ caQ WheQ be e[WUacWed fURP Whe SUiQciSal               
e[chaQge. GiYeQ WhaW Whe SUice iV RbVeUYable aQd TXRWed RQ aQ e[chaQge, Whe faiU YalXe Zill QRW                 
RQl\ be UeleYaQW bXW Zill faiWhfXll\ UeSUeVeQW Whe aVVeWV ecRQRPic YalXe. 
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Appendi[ A 
Illustration: Identification of the Principal Market and Assigning a Fair Value 

 
We dePRQVWUaWe hRZ WR ideQWif\ a SUiQciSal e[chaQge aQd aVVigQ a faiU YalXe fRU fiQaQcial               

UeSRUWiQg b\ RXU PeWhRdRlRg\ iQ WhiV VecWiRQ. 
We aVVXPe Whe PaUkeW iV Pade XS Rf fRXU e[chaQgeV RSeUaWiQg iQ diffeUeQW lRcaWiRQV              

ZRUldZide. The QXPbeUV aQd VcRUeV aWWUibXWed WR WheVe e[chaQgeV aUe fRU illXVWUaWiYe SXUSRVeV             
RQl\ ​26​. We alVR aVVXPe WhaW Ze Zill PeaVXUe a VSRW SUice Rf a cU\SWRcXUUeQc\ aW Whe eQd Rf Whe                   
fiUVW TXaUWeU. The fRllRZiQg illXVWUaWiRQ Zill fRllRZ RXU fiYe-VWeS PeWhRdRlRg\ XViQg daWa cUeaWed             
fRU Whe fRXU h\SRWheWical e[chaQgeV. The PeWhRdRlRg\ Zill be XVed WR deWeUPiQe Whe SUiQciSal              
PaUkeW aQd deVigQaWe Whe VSRW SUice RQ Whe PeaVXUePeQW daWe fRU fiQaQcial UeSRUWiQg. 

 
SWHS 1 ​: AVVigQ each e[chaQge fRU each SaiU Rf cXUUeQcieV a BaVe E[chaQge ScRUe (BES) UeflecWiQg 
VWaWic e[chaQge chaUacWeUiVWicV VXch aV RYeUVighW, PicURVWUXcWXUe aQd WechQRlRg\. 

The BES PeaVXUeV fRU RXU h\SRWheWical e[chaQgeV aUe SUeVeQWed iQ Table 4. 
 

TDEOH 4: BDVH E[FKDQJH SFRUHVb

b
AV QRWed iQ Table 4, Whe e[chaQge ZiWh Whe higheVW BES iV E[chaQge 3. The BES iV Whe                  

ZeighWed aYeUage Rf Whe fRXU, ke\ e[chaQge chaUacWeUiVWicV: OYeUVighW, EfficieQc\, DaWa IQWegUiW\            
aQd TUaQVSaUeQc\ The ZeighWV XVed iQ WhiV cRPSXWaWiRQ aUe QRWed belRZ Whe e[chaQge             
chaUacWeUiVWic cRlXPQ RQ Whe Wable. IQ RXU e[aPSle, Whe BES fRU E[chaQge 1 ZRXld be cRPSXWed                
aV fRllRZV: 

BES ​E[change 1 ​= (35% [ 100) + (30% [ 0) + (25% [ 84.19) + (10% [ 100) = ​66.05​. 
 

ThiV VcRUe PXVW QRZ be adjXVWed fRU YRlXPe. ThiV iV dRQe iQ SWeS 2. 
 

SWHS 2 ​: AdjXVW Whe BES baVed RQ Whe UelaWiYe PRQWhl\ YRlXPe each e[chaQge VeUYiceV. ThiV QeZ 
VcRUe iV Whe VRlXPe AdjXVWed ScRUe (VAS). 

The YRlXPe adjXVWed BES aPRXQWV fRU VaPSle e[chaQgeV aUe SUeVeQWed iQ Table 5. 
 
 
 
 
 
 
 
 

 

26 ​AQ\ UeVePblaQce WR e[iVWiQg e[chaQgeV iV b\ cRiQcideQce. 

 

b
b

E[change 

b
Location 

b
1. Oversight 

35% 

b
Effective 
Spread 

2. 
Efficienc\ 

30% 

Order Reconstruction 
b

Tick Minute Da\ 

3. 
Integrit
\ 25% 

b
4. Transparenc\ 

10% 

b
BES 

E[change 1 AQWZeUS 100 18 0.00 73 92 100 84.19 RUdeU bRRk 100 66.05 

E[change 2 SeRXl 60 3 93.75 63 78 98 81.35 RUdeU bRRk 100 79.46 

E[change 3 Tel AYiY 80 2 100.00 82 97 100 85.29 RUdeU bRRk 100 89.32 

E[change 4 NeZ YRUk 100 9 56.25 81 98 100 85.33 RUdeU bRRk 100 83.21 



TDEOH 5: 9ROXPH AGMXVWHG SFRUHV (9AS)b

b
b

IQ RXU illXVWUaWiRQ, Whe VAS fRU E[chaQge 1 ZRXld be deWeUPiQed aV fRllRZV: 

VAS = ​(% Volume X BES) = (26.9% [ 66.05) ​= ​17.77 

AW WhiV SRiQW iQ iPSlePeQWiQg RXU PeWhRdRlRg\, E[chaQge 4 haV Whe higheVW VAS aW              
21.70. ThiV illXVWUaWeV Whe facW WhaW aQ e[chaQge ZiWh a high BES caQ be leVV dRPiQaQW dXe WR                  
lRZeU YRlXPe. IQ WhiV caVe, Whe SUiQciSal e[chaQge VhifWed fURP E[chaQge 3 WR E[chaQge 4.               
HRZeYeU, WhaW VcRUe iV WR be adjXVWed fRU Whe SRWeQWial deca\ RU WiPe lag beWZeeQ WUadeV. The                 
deca\ed YRlXPe adjXVWed VcRUeV RU DVAS aUe cRPSXWed iQ SWeS 3. 

 
SWHS 3 ​: Deca\ Whe adjXVWed VcRUe baVed RQ Whe WiPe SaVVed ViQce laVW WUade RQ e[chaQge. HeUe, Zeb                  
aUe aVVeVViQg Whe leYel Rf acWiYiW\ iQ Whe PaUkeW b\ cRQVideUiQg Whe fUeTXeQc\ Rf WUadeV. The deca\                 
facWRU UeflecWV Whe WiPe ViQce Whe laVW WUade RQ Whe e[chaQge. ThiV iV Whe fiQal Deca\ed VRlXPe                 
AdjXVWed ScRUe (DVAS). 

We WUack Whe fUeVhQeVV Rf Whe daWa b\ WUackiQg Whe PRVW UeceQW WUadeV. AQ e[aPSle iV                
SUeVeQWed iQ Table 6. 

 
TDEOH 6: TUDFNLQJ MRVW RHFHQW TUDGHVb

b
We aVVXPe WhaW Ze aUe PeaVXUiQg Whe VSRW SUice aW a SRiQW iQ WiPe, Zhich cRXld be Whe                  

fiQaQcial UeSRUWiQg daWe. IQ WhiV e[aPSle Ze RbVeUYe Whe aUUiYal Rf QeZ WUadeV fURP aSSUR[iPaWel\               
30 PiQXWeV afWeU PidQighW. TheUefRUe, aW 00:34.32.167 PiQXWeV afWeU PidQighW E[chaQge 1 had Whe              
PRVW UeceQW WUade RQ liQe 4. TheQ, aW 00:34.32.382, E[chaQge 4 had Whe PRVW UeceQW WUade aQd                 
WheUefRUe deca\ed leVV WhaQ Whe RWheU e[chaQgeV aW WhaW SRiQW. 

ThiV iV alVR VeeQ iQ FigXUe 2 belRZ. IW VhRZV a SaUWial PeaVXUePeQW SeUiRd fRU Whe laVW                 
PiQXWe cRQVideUed fURP 34:00 PiQXWeV afWeU PidQighW WhURXgh 35:00 PiQXWeV afWeU PidQighW. 

 

b
b

E[change 

b
b

Monthl\ Volume 
(Millions of US Dollars) 

b
Percent Volume 

Represented b\ Each 
E[change 

b
Base E[change 

Scores 
(BES) 

b
Volume Adjusted 

Score 
(VAS

) 

E[change 1 48.6 26.9 66.05 17.77 

E[change 2 48.3 26.7 79.46 21.25 

E[change 3 36.5 20.2 89.32 18.08 

E[change 4 47.1 26.1 83.21 21.70 

 180.5 100.0   

b
Time 

b
E[change 1 

b
E[change 2 

b
E[change 3 

b
E[change 4 

00:34:26.370 00:34:26.370 00:34:08.183 00:33:11.000 00:31:25.701 

00:34:29.184 00:34:29.184 00:34:08.183 00:33:11.000 00:31:25.701 

00:34:30.410 00:34:30.410 00:34:08.183 00:33:11.000 00:31:25.701 

00:34:32.167 00:34:32.167 00:34:08.183 00:33:11.000 00:31:25.701 

00:34:32.382 00:34:32.167 00:34:08.183 00:33:11.000 00:34:32.382 

00:34:33.510 00:34:33.510 00:34:08.183 00:33:11.000 00:34:32.382 



FLJXUH 2: DHFD\HG 9ROXPH AGMXVWHG SFRUHV OYHU FLYH-MLQXWH :LQGRZ FURP 34:00 WR 35:00 MLQXWHV AIWHU MLGQLJKWb

 
b

VeUWical diVcRQWiQXiW\ iQdicaWeV aUUiYal Rf QeZ daWa (i.e., a fUeVh WUade) aQd UeVeWV Whe              
DVAS fRU WhaW e[chaQge. WheQ WheUe aUe QR WUadeV, Whe DVAS deca\V ​27​. E[chaQge 4 VhRZV Whe                
higheVW DVAS (beWZeeQ 20.0 aQd 22.5) aW 34:33 aQd Whe leaVW deca\ UelaWiYe WR Whe RWheU                
e[chaQgeV aW WhaW SRiQW Zhich ZaV Whe fUeVheVW Siece Rf daWa. ThiV iV dXe WR Whe facW WhaW QR RWheU                    
WUadeV aUUiYed beWZeeQ WhaW SRiQW aQd Whe ³clRViQg´ WiPe Rf 35:00 PiQXWeV afWeU PidQighW. 
VWHS 4​: RaQk Whe e[chaQgeV b\ Whe DVAS VcRUe aQd deVigQaWe Whe higheVW-UaQkiQg e[chaQge aVb               
Whe ​Principal Market ​fRU WhaW SRiQW iQ WiPe. Table 7 SURYideV Whe fiQal UaQkiQgV aQd Whe                
ideQWificaWiRQ Rf Whe SUiQciSal e[chaQge. 

 
TDEOH 7: PULQFLSDO MDUNHW DHWHUPLQDWLRQ BDVHG RQ RDQNLQJ RI DHFD\HG 9ROXPH AGMXVWHG SFRUHVb

*Appro[imate DVAS amount from the graph in Figure 2. 
 

E[chaQge 4 iV deVigQaWed aV Whe SUiQciSal e[chaQge baVed RQ Whe UaQkiQg Rf Whe DVAS               
aPRXQWV aW Whe faiU YalXe PeaVXUePeQW SRiQW. ThaW iV, aW 34.33:510 PiQXWeV afWeU PidQighW, 

 

 
27 ​TheVe daWa ZeUe VelecWed WR illXVWUaWe chaQgeV iQ Whe SUiQciSal e[chaQge aQd WheUefRUe, Ze XVed high deca\ leYelV iQ RXU 
cRPSXWaWiRQV. The deca\ leYelV ZRXld QRW be aV e[WUePe iQ aQ acWXal VeWWiQg. 

 

Time: Minutes after 
Midnight 

Deca\ed 
Volume Adjusted Score​* 

Ranking: 
Principal Market 

00:34:26.370 17.80 E[chaQge 1 

00:34:29.184 17.80 E[chaQge 1 

00:34:30.410 17.80 E[chaQge 1 

00:34:32.167 17.80 E[chaQge 1 

00:34:32.382 21.25 E[chaQge 4 

00:34:33.510 21.25 E[change 4 



E[chaQge 4 iV Whe SUiQciSal e[chaQge aV iW haV Whe ³fUeVheVW´ daWa RU Whe e[chaQge ZiWh Whe leaVW                  
deca\ aW Whe WiPe. NRWe WhaW higheU YRlXPe aW WhaW WiPe Rf da\ cRXld be dXe WR acWiYiW\ iQ Whe                    
AViaQ PaUkeWV aW WhaW WiPe. 

 
SWHS 5 ​: DeVigQaWe Whe SUice Rf Whe laVW WUaQVacWiRQ RQ Whe SUiQciSal PaUkeW aV Whe LXkka PUiPeb                 
VSRW SUice aW WhaW SRiQW Rf WiPe. 

 
Table 8​: DHWHUPLQDWLRQ RI LXNND PULPH SSRW PULFHb

RHIOHFWLQJ WKH PULFH SKLIW DV RHVXOW RI DHFD\ (IQ 8S DROODUV)b

b
The LXkka PUiPe VSRW SUice iV $3,810 aQd UeSUeVeQWV Whe faiU YalXe Rf Whe cU\SWRcXUUeQc\               

e[WUacWed fURP E[chaQge 4 aW 34:33.510 PiQXWeV afWeU PidQighW aW Whe eQd Rf Whe fiUVW TXaUWeU.                
ThiV YalXaWiRQ iV XVed WR PeaVXUe Whe iQYeVWPeQW iQ cU\SWRcXUUeQcieV RQ Whe TXaUWeUl\ UeSRUW fRU               
Whe fiUVW TXaUWeU ​28​. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

28 ​AfWeU Whe YalXaWiRQ aQd UeSRUWiQg Whe iQYeVWPeQW iQ cU\SWRcXUUeQcieV iQ Whe fiQaQcial VWaWePeQWV aW faiU YalXe, Whe accRXQWaQW Zill 
Qeed WR diVclRVe Whe leYel Rf UeliabiliW\ Rf Whe iQSXWV XVed WR PeaVXUe Whe faiU YalXe iQ Whe hieUaUch\. We XQdeUVWaQd WhaW WhiV caQ be 
debaWed. OQe cRXld aUgXe WhaW if Whe RbVeUYed, TXRWed VSRW SUice iV e[WUacWed fURP Whe SUiQciSal PaUkeW (aV Ze defiQe iW iQ WhiV 
SaSeU), WheQ Whe faiU YalXe cRXld be diVclRVed aW LeYel 1. CRQYeUVel\, if SRViWiRQ iV WakeQ WhaW WhiV faiU YalXe iV deWeUPiQed iQ a 
PaUkeW WhaW iV leVV acWiYe, WheQ a LeYel 2 diVclRVXUe cRXld be XVed. IW VhRXld be QRWed WhaW PaQagePeQW aVVXPSWiRQV aUe XVed iQ 
deWeUPiQiQg Whe SUiQciSal PaUkeW aQd QRW Whe fiQal faiU YalXe PeaVXUePeQW. IW iV alVR iPSRUWaQW WR Uecall WhaW Whe VWaQdaUdV dR QRW 
SURYide VWUicW gXidaQce aV WR hRZ Whe SUiQciSal PaUkeW iV WR be deWeUPiQed aQd alVR iQdicaWe WhaW Whe eQWiW\ dReV QRW Qeed WR eQgage 
iQ aQ e[WeQViYe VeaUch WR ideQWif\ Whe SUiQciSal PaUkeW bXW VhRXld iQcRUSRUaWe all aYailable iQfRUPaWiRQ. 

 

Time Lukka Prime E[change 1 E[change 2 E[change 3 E[change 4 

00:34:26.370 3811.47 3811.47 3809.5 3808.52 3808.21 

00:34:29.184 3811.47 3811.47 3809.5 3808.52 3808.21 

00:34:30.410 3811.47 3811.47 3809.5 3808.52 3808.21 

00:34:32.167 3811.47 3811.47 3809.5 3808.52 3808.21 

00:34:32.382 3810.00 3811.47 3809.5 3808.52 3810.00 

00:34:33.510 3810.00 3811.46 3809.5 3808.52 3810.00 



Appendi[ B 
Current Accounting Guidance for Cr\ptocurrenc\ Investments 

 
PUeVeQWl\, QR fRUPal accRXQWiQg VWaQdaUdV e[iVW fRU cU\SWRcXUUeQcieV XQdeU eiWheU U.S.           

GAAP RU IFRS. AV a UeVXlW, accRXQWiQg fRU cU\SWRcXUUeQcieV iV baVed RQ Whe PaQQeU iQ Zhich                
SUeSaUeUV Rf fiQaQcial VWaWePeQWV ³fRUce fiW´ cU\SWRcXUUeQcieV iQWR e[iVWiQg YalXaWiRQ aQd           
UeSRUWiQg PRdelV. The accRXQWiQg XVed b\ SUeSaUeUV Rf fiQaQcial VWaWePeQWV iV geQeUall\ baVed RQ              
Whe gXidaQce SURYided b\ Whe accRXQWiQg fiUPV, RU RQ Whe accRXQWiQg WUeaWPeQW WheiU aXdiWRUV              
allRZ. 

 
The cRQceSWXal fUaPeZRUkV Rf bRWh Whe FASB aQd IASB cleaUl\ VXSSRUW Whe QRWiRQ WhaW a               

cU\SWRcXUUeQc\ iV aQ aVVeW (FASB 2010b; IASB 2010). HRZeYeU, WUaQVSaUeQW fiQaQcial UeSRUWiQg            
UeTXiUeV WhaW Whe ecRQRPic VXbVWaQce Rf WhiV UeVRXUce be SURSeUl\ PeaVXUed aQd diVclRVed. UQdeU              
bRWh U.S. GAAP aQd IFRS, cU\SWRcXUUeQcieV dR QRW PeeW Whe defiQiWiRQ Rf caVh, caVh eTXiYaleQWV,               
SURSeUW\, RU iQYeVWPeQWV iQ fiQaQcial aVVeWV. CXUUeQW SUacWice iQdicaWeV WhaW cU\SWRcXUUeQcieV aUe            
geQeUall\ cRQVideUed iQYeQWRU\ RU a cRPPRdiW\ fRU a bURkeU-dealeU aQd aQ iQdefiQiWe-liYed            
iQWaQgible aVVeW fRU aQ eQWiW\ iQYeVWiQg iQ cU\SWRcXUUeQcieV RQ iWV RZQ behalf (CPA CaQada 2018;               
DelRiWWe 2015; EY 2018a, 2018b; GUaQW ThRUQWRQ 2018; KPMG 2018; PZC 2018). 

 
We aUgXe WhaW cU\SWRcXUUeQcieV held b\ fiUPV RQ WheiU RZQ behalf aQd UelaWed WUaQVacWiRQV              

iQYRlYiQg cU\SWRcXUUeQcieV VhRXld be accRXQWed fRU XQdeU a FV PRdel. CU\SWRcXUUeQc\ held b\             
Whe eQWiW\ VhRXld be caUUied aW FV RQ Whe balaQce VheeW aQd all XQUeali]ed gaiQV aQd lRVVeV                 
UecRgQi]ed iQ cXUUeQW eaUQiQgV - WhiV aSSURach iV QRW Zidel\ VXSSRUWed iQ cXUUeQW SUacWice. OXU               
aUgXPeQW fRU FV accRXQWiQg begiQV ZiWh a diVcXVViRQ Rf cXUUeQW accRXQWiQg gXidaQce aQd Whe              
WheRUeWical deficieQcieV iQheUeQW iQ cXUUeQW SUacWice. 

 
 

Accounting for Indefinite-lived intangible assets 
The lack Rf fRUPal aQd cRQViVWeQW accRXQWiQg gXidaQce UegaUdiQg Whe SURSeU PeaVXUePeQW            

Rf cU\SWRcXUUeQcieV UaiVeV VigQificaQW TXeVWiRQV UegaUdiQg hRZ hRldeUV Rf VXch aVVeWV VhRXld            
PeaVXUe aQd UeSRUW WheP iQ Whe fiQaQcial VWaWePeQWV. WheQ UeYieZiQg Whe cXUUeQW defiQiWiRQV             
aYailable XQdeU bRWh U.S. GAAP aQd IFRS, Ze caQ cRQclXde WhaW cU\SWRcXUUeQcieV aUe aVVeWV, bXW               
Whe W\Se Rf aVVeW iV QRW aV eaV\ WR deWeUPiQe. BecaXVe cU\SWRcXUUeQcieV aUe aVVeWV WhaW lack                
Sh\Vical VXbVWaQce, Whe\ aUe geQeUall\ claVVified aV iQdefiQiWe-liYed iQWaQgible aVVeWV ​29​. ThiV           
claVVificaWiRQ UeVXlWV iQ Whe XVe Rf a Pi[ed aWWUibXWeV PRdel fRU YalXaWiRQ. 

 
UQdeU U.S. GAAP, iQdefiQiWe-liYed iQWaQgible aVVeWV aUe QRW aPRUWi]ed aQd aUe caUUied aW             

acTXiViWiRQ cRVW (FASB 2010a) aQd Whe eQWiW\ iV UeTXiUed WR UeYieZ fRU iPSaiUPeQW aQQXall\.              
UQdeU IFRS, WheUe aUe WZR RSWiRQV, Whe cRVW PRdel aQd Whe UeYalXaWiRQ PRdel, WR PeaVXUe               
iQWaQgible aVVeWV afWeU Whe\ aUe UecRgQi]ed (IASB 2001c). The cRVW PRdel iV ViPilaU WR U.S.               
GAAP ZiWh Whe e[ceSWiRQ WhaW UecRYeUieV XS WR RUigiQal caUU\iQg YalXe aUe SeUPiWWed. UQdeU Whe               
UeYalXaWiRQ PRdel, Whe eQWiW\ caQ ePSlR\ a fXll PaUk-WR-PaUkeW SURceVV WR YalXe Whe             
iQdefiQiWe-liYed iQWaQgible aVVeW. AccRXQWiQg fRU XQUeali]ed gaiQV aQd lRVVeV deSeQdV RQ Whe            
diUecWiRQ Rf Whe fiUVW aQd VXbVeTXeQW UeYalXaWiRQV ZiWh gaiQV W\Sicall\ defeUUed iQ VWRckhRldeUV¶             
eTXiW\ iQ a UeYalXaWiRQ VXUSlXV accRXQW (RWheU cRPSUeheQViYe iQcRPe) aQd PRYed WR eaUQiQgV if              
Whe gaiQ iV Ueali]ed RQ diVSRVal. 

29 ​ThiV SRViWiRQ iV VXSSRUWed b\ Whe IASB¶V IQWeUSUeWaWiRQV CRPPiWWee¶V UeceQW UeleaVe (IASB 2019). 

 



Theoretical Deficiencies in the Classification as Indefinite-lived Intangible Assets 
 

The cXUUeQW gXidaQce deVcUibed iQ Whe SUecediQg VecWiRQ iV flaZed becaXVe iW dReV QRW              
SURSeUl\ cRQVideU Whe facW WhaW cU\SWRcXUUeQcieV dR QRW QeaWl\ fiW iQWR Whe defiQiWiRQ Rf aQ               
iQWaQgible aVVeW. GeQeUall\, aQ iQWaQgible iV XVed diUecWl\ b\ aQ eQWiW\ WR geQeUaWe UeYeQXe aQd               
caVh flRZ iQ RSeUaWiRQV - cleaUl\ QRW Whe caVe ZiWh a cU\SWRcXUUeQc\. AlWhRXgh cU\SWRcXUUeQc\              
lackV Sh\Vical VXbVWaQce, aQd haV aQ iQWaQgible TXaliW\, Whe SXUSRVe Rf hRldiQg Whe iQWaQgible              
aVVeW iV QRW fRU XVe iQ cXUUeQW RSeUaWiRQV WR geQeUaWe iQcRPe bXW UaWheU, iW iV held WR cUeaWe SURfiW                   
(lRVV) aQd caVh flRZV fURP chaQgeV iQ FV. CU\SWRcXUUeQcieV SRVVeVV iQWaQgible TXaliWieV, bXW Whe\              
aUe cleaUl\ XQiTXe aVVeWV iQ WhaW Whe\ caQ be held fRU WUadiQg aQd Pa\ alVR be XVed aV a PeaQV Rf                     
Sa\PeQW iQ WUaQVacWiRQV. CXUUeQW accRXQWiQg iQWeUSUeWaWiRQV/gXidaQce SURYided b\ accRXQWiQg         
fiUPV WR WheiU clieQWV fail WR UecRgQi]e WheVe XQiTXe ecRQRPic chaUacWeUiVWicV Rf cU\SWRcXUUeQcieV             
(IASB 2019; EY 2018a, 2018b; KPMG 2018). 

 
ThiV gXidaQce claVVifieV cU\SWRcXUUeQc\ aV aQ iQdefiQiWe-liYed iQWaQgible aVVeW XQdeU U.S.           

GAAP aQd dReV QRW UecRgQi]e aQ\ XSZaUd PRYePeQW iQ FV. ThiV WUeaWPeQW iV iQcRQViVWeQW ZiWh               
Whe ecRQRPic UaWiRQale fRU hRldiQg Whe aVVeW aQd iPSURSeUl\ UeflecWV Whe ecRQRPic VXbVWaQce Rf              
Whe YalXaWiRQ iQ Whe fiQaQcial VWaWePeQWV. IFRS accRXQWiQg fRU iQdefiQiWe-liYed iQWaQgible aVVeWV iV             
Whe VaPe ZheQ XViQg Whe cRVW/iPSaiUPeQW PRdel ZiWh Whe e[ceSWiRQ WhaW UecRYeUieV aUe SeUPiWWed,              
XS WR Whe RUigiQal caUU\iQg YalXe. The XVe Rf Whe UeYalXaWiRQ PRdel fRU iQdefiQiWe-liYed iQWaQgible               
aVVeWV XQdeU IFRS SeUPiWV XSZaUd UeYalXaWiRQ abRYe RUigiQal caUU\iQg YalXe bXW iV RfWeQ defeUUed              
XQWil Whe aVVeW iV VRld aQd iV UeSRUWed aV RWheU cRPSUeheQViYe iQcRPe, QRW iQ cXUUeQW eaUQiQgV. 

 
We belieYe WhaW accRXQWiQg PRdelV cXUUeQWl\ XVed WR accRXQW fRU iQWaQgible aVVeWV caQQRW             

SURSeUl\ accRPPRdaWe ZhaW Ze cRQVideU WR be aQ ³iQWaQgible iQYeVWPeQW´ fURP aQ ecRQRPic             
SeUVSecWiYe. AV VXch, Ze adYRcaWe Whe XVe Rf FV accRXQWiQg ZiWh all XQUeali]ed gaiQV aQd lRVVeV                
UecRgQi]ed iQ eaUQiQgV. The baViV fRU RXU cRQclXViRQ iV gURXQded iQ Whe cRQceSWXal fUaPeZRUk              
aQd SUecedeQW accRXQWiQg gXidaQce diVcXVVed iQ Whe fRllRZiQg VecWiRQ. 

 
We Wake Whe SRViWiRQ WhaW cU\SWRcXUUeQcieV VhRXld be accRXQWed fRU aV a VSecXlaWiYe,             

iQWaQgible iQYeVWPeQW aVVeW. AV VXch, Ze adYRcaWe Whe XVe Rf FV accRXQWiQg ZiWh all XQUeali]ed               
gaiQV aQd lRVVeV UecRgQi]ed iQ eaUQiQgV. The XVe Rf FV accRXQWiQg fRU cU\SWRcXUUeQcieV iV              
VXSSRUWed b\ bRWh Whe cRQceSWXal fUaPeZRUk aQd SUecedeQW accRXQWiQg. 

 


