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MEASURING THE VALUE OF DIGITAL ASSETS
FOR ACCOUNTING PURPOSES

Fair value in the system of the International Financial Reporting
Standard (IFRS) is devoted to a separate, rather specific standard —
IFRS 13 “Fair Value Measurement”, which defines that fair value is
the price that can be obtained for the sale of a certain asset in a
purchase/sale operation on the date of such operation. The main
condition is that it is necessary to declare the price as openly as
possible and compare the declared price with the price of an identical
product from open sources of information [1]. Therefore, the fair
value is based on determining the market price and does not take into
account the specifics of the object being sold. For example, when
comparing the cost of 1 gramme of gold and 1 litre of water, there is
no doubt that the cost of precious metal (gold) will be higher.
However, if the market conditions are significantly changed and such
objects are compared in the conditions of a blazing hot Sahara Desert,
it can be affirmed that a person would choose 1 litre of drinking water,
instead of 1 gramme of gold. Therefore, it is important to determine
the open market information and the conditions in which a particular
resource asset is evaluated. The purpose of a fair valuation is to apply
fair value in both conditions that should be considered common in the
market. But it is important to understand what exactly are the usual
conditions of the cryptocurrency market, for its implementation,
acquisition, or exchange [2]. Considering fair value in terms of the
accounting valuation category, it can be argued that the value of an
asset is equal to the value of liabilities at a certain date and time.
Because economists understand that USD 100 yesterday and today,
and three days later are different USD 100, not at par value, but in
practical (real).
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Market value — the value to which the seller agrees when selling an
asset and the buyer when receiving such an asset, who is willing to
pay the specified amount deliberately and without compulsion [3].
The market value and can only be determined for such property that
can be transferred from one party to another. To use the market value
of an asset valuation, there are three main calculation approaches. The
first approach is based on market research. It is based on comparing
prices for products that are identical or similar, but are represented on
the market by different buyers. The second approach is called income-
based, which is based on the fact that the received property (asset)
in the future could bring the owner a certain income from its
maintenance. The third approach is called cost-based, based on
determining the cost of creating such property.

Therefore, further research may be related to the definition of
digital cost, which is adaptive exclusively for digital assets.
For example, the market value is an estimate of such a digital asset, a
certain crypto coin costs, for example, UAH 100, the market price for
it is UAH 150, and the cost of its production at the moment is
UAH 120. The sale of such a coin would bring UAH 30 of income
(150-120). However, the situation on the crypto coin market is
constantly changing and it is appropriate to use market valuation only
for a specific asset at a certain time, but it is impossible to use the first
and second approaches. Since the change in the conditions for creating
a new crypto coin, due to the increase in the cost of electricity in
Ukraine increases the prime cost, which reduces income, and whether
it will be profitable in the market for an individual or a legal entity to
purchase such a coin on a Ukrainian or foreign crypto exchange that
was created (extracted) in Portugal, provided that electricity in that
country is cheaper than in Ukraine.

According to the Ukrainian national valuation standards, there are
the following main types of value (the value can be measured and
expressed in the amount of cash):

— market value — the cost of purchasing a particular asset at a
reasonable price that suits the buyer;
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— present value — the value of an asset at a specific date and time of
its valuation. Usually, the actual price valid on a specific date is used,

— liquidation value — the value of alienation of an object, provided
that there is a certain period of operation of the object until the
moment of disposal and write-off.

This variety is adaptive to objects that have been in operation and
are represented on the secondary property market; — reproduction
cost — the current amount of costs for creating such an asset at this
particular time, taking into account current conditions; — special
value — calculation of the value of an asset based on the market value
with the addition of the seller’s premium; — estimated cost — the cost
determined by the established algorithm and depends on the input data
involved in the calculation.

For the purpose of personal income tax, the total monthly (annual)
taxable income of the taxpayer includes passive income, which
includes income received in the form of dividends. Taking into
account the above, for certain operations with cryptocurrencies where
the attribute value is used, the method of determining it is proposed as
follows:

AV =EB*(1-T)-S*AV,

where: AV — attribute value;

EB — income from the sale of a digital asset on a specific date;

T — tax rate;

S —the cost of the received digital asset in the past.

An example of calculating the attribute value for the Bitcoin Cash
coin for reporting during additional evaluation is presented below.
First, it is necessary to define the initial data. Thus, the income from
depositing a digital asset on a certain date is USD 254 or UAH 7,112
(as of 06.11.2020). The tax rate is 5%. The cost of the received digital
asset in the past — USD 220 or UAH 6,160 (as of 05.10.2020).
The attribute value to reflect the additional valuation in the financial
statements is UAH 596.4. The main problems are related to
accounting for transactions with cryptocurrencies, crypto assets,
crypto coins, and digital assets — when they are used during changes
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and act as a medium of exchange. It is appropriate to consider the
accounting of cryptocurrency exchange operations from two sides.
The first side is an exchange for similar assets. That is, when
cryptocurrency is exchanged for cryptocurrency (Bitcoin — Bitcoin
Cash; Ethereum — XRP). An exchange for non-similar assets is
considered an exchange of cryptocurrency for other assets, for
example, stablecoins (digital gold, digital oil, digital dollar (Tether),
litecoins.

For example, the exchange of Bitcoin Cash — Tether; Ethereum —
WMZ. According to Part 2 of Article 715 of the Civil Code [4] and
Part 2 of Article 293 of the Economic Code [4], the main participants
in the contract (parties) are two sellers and two buyers at the same
time. Since the first seller is the seller of a particular product and
declares its value, and the other acts as a buyer who agrees with the
declared value, but instead of money provides another product and
declares such a value that satisfies him as the seller of the second
product (buyer of first product) and another person of the buyer of the
second product (seller of the first product). As soon as the property
(goods) reaches the buyer, property rights are immediately transferred
and counterclaims are automatically credited. Special attention should
be paid to the date of transfer/receipt of the goods when performing
such a barter operation. Since it is the final operation that closes the
obligations under the contract. The contract mainly specifies the value
of the asset (goods, property), taking into account the fair value of
barter. However, if it is not possible to reliably provide a value
assessment of the alienation of property (digital assets), it is proposed
to use the attribute value. As for exchange operations for non-similar
assets, it is necessary to reflect two operations in accounting [5].
The first transaction reflects the recognition of an asset and liabilities,
and the second — an increase in the value of such an asset by the
amount of a monetary supplement for it and the recognition of
accounts receivable formed as a result of a sale transaction. After that,
in the accounting of the two parties to the agreement, it is appropriate
to carry out and reflect the offset of counter-debts.
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