
 
 

  

  
September   22,   2021   

  
Ms.   Hillary   H.   Salo   
Technical   Director   

Financial   Accounting   Standards   Board     
401   Merritt   7   

P.O.   Box   5116   
Norwalk,   CT   06856-5116     

  

RE:   Invitation   to   Comment,    Agenda   Consultation    (File   Reference   No.   2021-004)   
  

Dear   Ms.   Salo,   
  

Coinbase   Global,   Inc.   (Nasdaq:   COIN)   (“Coinbase”,   the   “Company”,   “we”)   appreciates   the   opportunity   to   

provide   feedback   on   the   FASB’s   Invitation   to   Comment   (ITC),    Agenda   Consultation .   We   recognize   and   
support   the   efforts   of   the   FASB   (the   “Board”)   in   seeking   broad   stakeholder   feedback   on   financial   reporting   

matters   to   consider   adding   to   its   agenda.   
  

Coinbase   is   a   leading   provider   of   end-to-end   financial   infrastructure   and   technology   for   the   cryptoeconomy.   

We   offer   retail   users   the   primary   financial   account   for   the   cryptoeconomy,   institutions   a   state   of   the   art   
marketplace   with   a   deep   pool   of   liquidity   for   transacting   in   crypto   assets, 1    and   ecosystem   partners   

technology   and   services   that   enable   them   to   build   crypto-based   applications   and   securely   accept   crypto   
assets   as   payment.   As   of   June   30,   2021,   we   had   over   9,000   institutions   (both   public   and   private)   continuing   
to   deepen   and   broaden   their   activities   in   the   cryptoeconomy,   and   more   than   160,000   ecosystem   partners   

using   our   crypto   tools   and   services   to   engage   with   their   own   customers.   We   also   averaged   7.5   million   
monthly   transacting   users 2    (“MTUs”)   over   the   six-month   period   ended   June   30,   2021,   which   is   an   indication   

of   the   active   transacting   base   of   retail   investors.   As   of   June   30,   2021,   we   held   crypto   assets   on   our   balance   
sheet   with   a   fair   value   of   $843   million   and   a   cost   basis   of   $586   million.   A   majority   of   these   crypto   assets   are   
held   for   operating   purposes   to   fulfill   the   transactional   needs   of   our   customers,   with   the   remaining   crypto   

assets   held   as   investments.   Additionally,   as   of   June   30,   2021,   we   held   total   Assets   on   Platform 3    of   $180   
billion,   including   assets   under   custody,   which   demonstrates   the   scale   of   balances   held   across   our   suite   of   

products   and   services.     
  

We   believe   the   highest   priority   topic,   with   a   sufficiently   pervasive   need   to   improve   U.S.   generally   accepted   

accounting   principles   (“US   GAAP”)   is   the   accounting   and   reporting   for   digital   assets,   specifically   crypto   
assets   with   fair   values   that   are   readily   determinable   and   meet   the   definition   of   intangible   assets   under   

1  The   term   crypto   assets   as   used   herein   aligns   with   the   definition   of   “crypto   assets”   used   in   the   Association   of   International   Certified   
Professional   Accountants   (AICPA)   Practice   aid,   “ Accounting   for   and   auditing   of   digital   assets .”   Crypto   assets   are   specific   types   of   digital   
assets   that   (1)   function   as   a   medium   of   exchange,   (2)   are   not   issued   by   a   jurisdictional   authority,   (3)   do   not   give   rise   to   a   contract   
between   the   holder   and   another   party,   and   (4)   are   not   considered   a   “security”   under   the   Securities   Act   of   1933   or   the   Securities   
Exchange   Act   of   1934.   
2   We   define   a   “monthly   transacting   user,”   or   MTU,   as   a   retail   user   who   actively   or   passively   transacts   in   one   or   more   products   on   the   
Coinbase   platform   at   least   once   during   the   rolling   28   day   period   ending   on   the   date   of   measurement.   MTUs   for   each   period   are   the   
average   of   each   month’s   MTUs   in   each   respective   time   period.   
3  We   define   Assets   on   Platform   as   the   total   U.S.   dollar   equivalent   value   of   both   fiat   currency   and   crypto   assets   held   or   managed   in   
digital   wallets   on   our   platform,   including   our   custody   services,   calculated   based   on   the   market   price   on   the   date   of   measurement.     
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Accounting   Standards   Codification   (ASC)   350,    Intangibles   -   Goodwill   and   Other    (“ASC   350”).   We   believe   

crypto   assets   with   active   markets   that   provide   on-going   sales   or   bid-and-ask   quotations   should   be   
subsequently   measured   at   fair   value   every   reporting   period,   with   changes   in   fair   value   recognized   in   an   

entity’s   income   statement.     
  

Challenges   in   accounting   for   crypto   assets   

The   accounting   and   reporting   under   ASC   350   for   crypto   assets   that   trade   in   active   markets   does   not   provide   
relevant,   decision-useful   information   to   investors.   This   is   primarily   driven   by   the   subsequent   measurement   

model,   which   provides   for   impairments   while   holding   the   asset,   but   defers   any   subsequent   increases   or   
recoveries   in   value   until   the   asset   is   derecognized.   This   subsequent   measurement   model   can   be   especially   
challenging   given   the   volatility   of   crypto   assets   and   the   likelihood   of   a   recovery   in   value.     

  
For   entities   holding   crypto   assets   as   long   term   investments,   measurement   under   ASC   350   can   create   

significant   differences   between   an   entity’s   economic   position   and   its   accounting   results   presented   on   the   
financial   statements.   This   may   adversely   impact   a   financial   statement   user’s   assessment   of   the   future   net   
cash   inflows   of   the   reporting   entity.   Entities   with   large   volumes   of   crypto   asset   transactions   face   significant   

cost   and   complexity   in   tracking   impairments   and   subsequent   realized   gains   recognized   on   historical   cost   by   
purchased   lots.   Additionally,   presentation   and   disclosure   requirements   under   current   US   GAAP   can   confuse   

investors,   while   the   absence   of   specific   disclosure   requirements   for   crypto   assets   results   in   diminished   
comparability.   Relevant   examples   include:   
● Reporting   entities   are   required   to   present   impairments   of   intangible   assets   as   a   component   of   

operating   income,   even   if   the   intangible   asset   is   held   for   non-operating   purposes   (e.g.,   as   a   speculative   
investment).     

● Although   US   GAAP   does   not   explicitly   require   entities   to   disclose   the   fair   value   of   crypto   assets   held   as   
of   each   reporting   period   pursuant   to   ASC   820,    Fair   Value   Measurement ,   the   Securities   and   Exchange  
Commission   (SEC)   has   asked   Coinbase 4    to   disclose   the   fair   value   of   crypto   assets   held   within   

Management’s   Discussion   and   Analysis   in   our   annual   and   quarterly   filings   without   any   of   the   other   
required   disclosures   under   ASC   820.     

  
Pervasiveness   of   crypto   assets   
Crypto   assets   (and   digital   assets,   more   broadly)   have   become   much   more   prevalent   since   the   Board   

considered   a   targeted   project   in   late   2020   as   evidenced   by   the   following   observations:   
● Over   the   last   year,   the   total   crypto   assets’   market   capitalization   grew   more   than   5x   with   a   total   market   

value   over   $2   trillion 5    as   of   September   15,   2021.     
● Institutional   investors   are   increasingly   adopting   crypto   assets   as   diversified   investments   for   portfolio   

allocation   purposes.   Supporting   this   growth   and   adoption   is   an   expanding   number   of   companies   that   

provide   trading,   custody   and   other   blockchain-based   services.   As   an   example,   we   reported   having   over   
9,000   institutional   clients   as   of   June   30,   2021   in   our   Form   10-Q   filed   with   SEC.   

● Numerous   publicly   traded   companies   in   the   US   hold   crypto   assets.   As   of   September   15,   2021,   listed   
entities   held   bitcoin   with   an   aggregate   fair   value   over   $9   billion 6    and   had   a   combined   market   
capitalization   of   approximately   $1   trillion.     

4  See   comment   #6   in   our   responses   to   the   SEC   Staff  
( https://www.sec.gov/Archives/edgar/data/0001679788/000162828021004940/filename1.htm ) .   
5   Per   CoinMarketCap   ( https://coinmarketcap.com/charts/ ),   total   global   market   capitalization   for   crypto   assets   was   $350   billion   during   
September   2020,   compared   with   over   $2   trillion   as   of   the   date   of   this   letter.   
6   https://www.coingecko.com/en/public-companies-bitcoin    -   as   of   9/17/2021   
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● During   the   last   two   years,   notable   payment   processors   have   expanded,   developed   or   publicly   disclosed   

their   intent   to   develop   payment   services   in   crypto   assets,   while   major   retailers   are   providing   methods   
to   accept   crypto   assets   as   payment   from   customers.   

● Within   the   last   year,   major   banks   and   investment   brokers   publicly   announced   intentions   to   provide   
crypto   asset   services   to   customers,   such   as   providing   custody   services   and   an   investment   vehicle   for   
deferred   compensation   plans.     

● Retail   investors   have   continued   to   embrace   crypto   assets,   with   increased   mainstream   adoption   despite   
volatile   price   movements.   For   example,   we   reported   an   average   of   7.5   million   MTUs   during   the   six   

months   ended   June   30,   2021,   which   is   a   436%   increase   from   the   1.4   million   MTUs   during   the   
comparable   prior   period.   

● During   August   2021,   the   US   Senate   passed   the   INVEST   in   America   Act   (the   “Infrastructure   Bill”),   which   

included   provisions   that   added   reporting   requirements   for   brokers   of   digital   assets.   
● Other   accounting   standard   setter   bodies   have   issued   guidance   to   specifically   address   crypto   assets,   or   

are   considering   issuing   such   guidance.   In   2018   the   Accounting   Standards   Board   of   Japan   (“ASBJ”)   
issued   the    Practical   Solution   on   the   Accounting   for   Virtual   Currencies   under   the   Payment   Services   Act    as   part   
of   Japanese   generally   accepted   accounting   principles,   which   allows   certain   crypto   assets   with   an   active   

market   to   be   measured   at   fair   value. 7    The   International   Accounting   Standards   Board   (“IASB”)   published   
a   consultation   document   to   seek   views   on   what   the   IASB’s   priorities   should   be   over   the   next   five   years   

in   March   2021.   A   project   addressing   cryptocurrencies   and   related   transactions   is   noted   as   a   potential   
project   that   the   IASB   should   consider. 8    Lastly,   the   European   Financial   Reporting   Advisory   Group   
(“EFRAG”)   currently   has   a   research   project   related   to   crypto   assets. 9     

● El   Salvador   became   the   first   sovereign   nation   to   officially   adopt   Bitcoin   as   legal   tender,   with   other   
countries   considering   similar   adoption   (e.g.,   Panama,   Paraguay,   Mexico). 10   

  
Given   these   developments,   we   believe   there   is   an   urgent   and   pervasive   need   for   an   improved   accounting   
and   reporting   model   for   crypto   assets   that   trade   in   active   markets   and   are   accounted   for   pursuant   to   ASC   

350.   Additionally,   we   believe   there   are   technically   feasible   accounting   solutions   that   exist   with   expected   
benefits   that   outweigh   expected   costs.   

  
Proposals   to   address   crypto   asset   accounting   
Below,   we   propose   two   projects   for   improvements   to   US   GAAP   with   respect   to   crypto   asset   accounting.   We  

believe   the   Board   should   add   both   proposals   to   its   agenda   for   future   standard   setting:   
1. Accounting   and   reporting   for   crypto   assets   

2. Clarify   the   scope   of   ASC   940,    Financial   Services   —   Brokers   and   Dealers    (“ASC   940”)   to   include   
broker-dealers   in   digital   assets   

  

Accounting   and   reporting   for   crypto   assets   
As   defined   by   the   AICPA   Digital   Asset   Working   Group, 11    “crypto   assets”   are   digital   assets   that   are   designed   

to   function   as   a   medium   of   exchange.   They   are   fungible   units   and   recorded   on   a   cryptographically   secure   
distributed   ledger   (or   similar   technology).   Specifically,   crypto   assets   exclude   digital   assets   issued   by   a   
jurisdictional   authority   and   also   those   that   are   considered   securities   under   the   Securities   Act   of   1933   or   the   

Securities   Exchange   Act   of   1934.   Crypto   assets   can   be   distinguished   from   other   digital   assets   that   give   rise   

7   https://www.asb.or.jp/en/wp-content/uploads/2018-0315_2_e.pdf     
8   https://www.ifrs.org/content/dam/ifrs/project/third-agenda-consultation/rfi-third-agenda-consultation-2021.pdf     
9   https://www.efrag.org/Activities/1803070811391795/EFRAG-Research-project-on-Crypto-Assets     
10   https://fortune.com/2021/06/28/free-bitcoin-legal-tender-el-salvador-mexico-panama-how-can-i-use-spend-crypto-uses/     
11  See   AICPA   Practice   aid,   “ Accounting   for   and   auditing   of   digital   assets .”   
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to   a   contract   between   the   holder   and   another   party   because   they   do   not   provide   holders   with   material   

rights   or   privileges.   We   believe   that   the   accounting   for   other   digital   assets   that   are   not   crypto   assets   is   
already   covered   by   other   accounting   topics   under   current   US   GAAP.     

  
We   do   not   believe   a   project   should   apply   broadly   to   all   nonfinancial   assets.   For   example,   the   accounting   for   
certain   tangible   nonfinancial   assets   under   current   standards   (e.g.,   inventory,   property,   equipment,   real   

estate,   land)   is   not   fundamentally   flawed   and   does   not   provide   misleading   financial   information.   If   proof   of   
ownership   and   transactions   involving   these   tangible   assets   are   recorded   on   a   blockchain,   we   do   not   believe   a   

change   to   related   accounting   standards   should   necessarily   be   considered,   even   if   transactions   involving   the   
asset   or   a   similar   asset   are   considered   relatively   more   observable.     

  

If   the   Board   decides   to   add   a   project   on   the   accounting   and   reporting   for   crypto   assets,   we   recommend   the   
Board   consider   addressing   the   concepts   detailed   below.   However,   we   believe   that   the   most   important   

concept   relates   to   subsequent   measurement   for   crypto   assets   with   active   markets   and   observable   orderly   
transactions.   
● Recognition    -   Address   whether   and   when   entities   should   recognize   crypto   assets   received   other   than   

by   purchase.   When   entities   receive   access   to   crypto   assets   as   a   result   of   various   other   events,   such   as   
from   hard   forks,   airdrops,   and   borrowing/lending   transactions   (i.e.,   crypto   assets   borrowed   from   the   

borrower’s   perspective,   or   crypto   assets   received   as   collateral   from   the   lender’s   perspective),   
challenges   often   arise   in   determining   whether   and   when   entities   have   control   over   the   crypto   assets   
received.   For   example,   entities   may   have   access   to   crypto   assets   received   from   hard   forks   and   airdrops   

without   their   knowledge.   These   events   may   be   communicated   from   unreliable   sources   and   may   
present   security   risks.   Crypto   assets   received   in   these   cases   are   not   acquired   for   any   specific   

consideration   paid   and   may   be   thinly   traded.   
● Measurement    -   Provide   a   different   subsequent   measurement   model   for   crypto   assets   that   have   

“readily   determinable   fair   values.”   

○ Expand   the   definition   of   “readily   determinable   fair   value”   to   include   crypto   assets   for   which   sales   
or   bid-and-ask   quotations   are   currently   available   and   publicly   reported   on   crypto   asset   exchanges.   

○ For   crypto   assets   with   a   “readily   determinable   fair   value,”   require   holders   to   subsequently   measure   
the   assets   at   fair   value   (in   accordance   with   ASC   820),   with   changes   recognized   through   net   income.   
We   believe   requiring   fair   value   measurement   for   these   crypto   assets   will   result   in   more   relevant   

and   comparable   financial   statements   for   users.   We   do   not   believe   such   a   model   introduces   
significant   judgment,   or   would   be   overly   costly   or   complex   for   preparers.   Entities   holding   crypto   

assets   are   already   tracking   asset   fair   values   for   purposes   of   determining   potential   impairments.   
○ For   all   other   crypto   assets   (i.e.,   those   without   a   “readily   determinable   fair   value”),   the   Board   could   

consider   no   change   to   the   existing   accounting   model.   These   crypto   assets   could   continue   to   be   

subject   to   the   current   impairment   model   under   ASC   350.   
● Derecognition    -   Consider   whether   the   derecognition   model   for   crypto   assets   (currently   based   on   the   

concept   of   “control”   in   ASC   606,    Revenue   from   Contracts   with   Customers )   appropriately   addresses   
borrowing/lending   transactions   (i.e.,   crypto   assets   loaned   from   the   lender’s   perspective,   or   crypto   
assets   transferred   as   collateral   from   the   borrower’s   perspective).   

● Presentation   and   disclosure    -   Require   presentation   of   crypto   asset   activity   on   the   income   statement   
and   cash   flow   statement   based   on   the   intent   and   purpose   of   holding   the   asset.   For   those   crypto   assets   

subsequently   measured   at   fair   value,   the   disclosures   in   ASC   820   would   be   required.   
  
  

4   



 
 

Clarify   the   scope   of   ASC   940   to   include   broker-dealers   in   digital-assets   
As   digital   asset   adoption   has   expanded,   so   has   the   number   of   entities   serving   as   broker-dealers   in   digital   
assets. 12    These   broker-dealers,   which   are   not   required   to   be   registered   with   the   SEC   and   FINRA   (provided   

the   digital   assets   are   not   deemed   “securities”   under   securities   laws),   market   and   facilitate   purchasing,   selling   
and   storing   of   digital   assets   for   customers,   while   also   providing   a   source   of   market   liquidity.   

  

ASC   940   provides   accounting   and   reporting   guidance   for   brokers   and   dealers   in   securities   and   was   codified   
from   the   AICPA   Audit   and   Accounting   Guide,    Brokers   and   Dealers   in   Securities    (“AICPA   BD   Guide”).   The   

industry-specific   guidance   reflects   how   broker-dealers   typically   operate   and   provides   accounting   and   
reporting   that   better   portrays   the   financial   results   of   these   entities.   For   example,   the   specialized   guidance   
for   broker-dealers   provides,   among   other   items,   (1)   subsequent   measurement   of   a   broker-dealer’s   

proprietary   inventory   at   fair   value,   (2)   accounting   for   commissions   and   agency   transactions,   (3)   accounting   
for   certain   broker-dealer   liabilities,   such   as   fails   to   receive   and   sold   but   not   purchase,   (4)   accounting   for   

assets   held   for   customers   in   a   custody   relationship   and   (5)   specific   financial   statement   presentation   
requirements.     

  

ASC   940-10-15-2   provides   the   scope   for   ASC   940   to   include   all   entities   that   are   “brokers   and   dealers   in   
securities   (broker-dealers).”   However,   neither   ASC   940,   nor   the   ASC   Master   Glossary,   define   a   

broker-dealer.   ASC   940   also   does   not   explicitly   mention   a   requirement   to   be   a   registered   broker-dealer,   but   
does   mention   some   of   the   specific   activities   performed   by   a   broker-dealer   in   ASC   940-20-05-01:   

  
This  Subtopic  addresses  certain  activities  engaged  in  by  brokers  and  dealers  in  securities  (broker-dealers).  The                               
guidance   in   this   Subtopic   is   presented   in   the   following   three   Subsections:   

a. General   
b. Clearing   
c. Underwriting   

  
05-3  [Commissions]:  Acting  as  an  agent,  a  broker-dealer  may  buy  and  sell  securities  on  behalf  of  its  customers.                                     
In   return   for   such   services,   the   broker-dealer   charges   a   commission.     

  
05-6   [Clearing]:   The   Clearing   Subsections   provide   guidance   for   a   broker-dealer's   clearing   operations.   
  

Broker-dealers  in  digital  assets  typically  act  as  agents  to  facilitate  the  purchase  and  sale  of  digital  assets  and                                     

also  provide  back-office  processing  of  transactions.  These  activities  are  akin  to  that  of  a  “broker”  as                                 
described  in  the  AICPA  BD  Guide.  Further,  based  on  discussions  in  the  Emerging  Issues  Task  Force  (“EITF”)                                   

Issue  No.  06-12,   Accounting  for  Physical  Commodity  Inventories  for  Entities  within  the  Scope  of  the  AICPA  Audit                                   
and  Accounting  Guide,  Brokers  and  Dealers  in  Securities   (“EITF  Issue  No.  06-12”),  diversity  in  the  application  of                                   
specialized  guidance  for  broker-dealers  is  acknowledged  as  it  pertains  to  all  entities  within  a  consolidated                               

group   if   the   predominant   activities   of   the   consolidated   entity   are   those   of   a   broker-dealer.     
  

We   are   also   aware   of   diversity   in   practice   regarding   how   entities   applying   ASC   940   define   “inventory.”   Some   
believe   the   definition   extends   beyond   securities   to   include   physical   commodities   based   on   certain   exhibits   in   
the   AICPA   BD   Guide.   This   issue   was   deliberated   in   EITF   Issue   No.   06-12,   but   no   conclusions   were   reached,   

and   the   diversity   persists.   
  

12  The   Infrastructure   Bill   amended   the   definition   of   “broker”   to   include   entities   that   "are   responsible   for   regularly   providing   any   service   
effectuating   transfers   of   digital   assets   on   behalf   of   another   person."   The   Bill   also   added   a   definition   for   “digital   assets,”   which   are   “a   
digital   representation   of   value   which   is   recorded   on   a   cryptographically   secure   distributed   ledger   or   any   similar   technology.”   
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As   a   broker-dealer   in   digital   assets,   we   strongly   believe   that   applying   ASC   940   would   provide   more   relevant   

and   understandable   financial   statements,   while   also   enhancing   comparability   across   entities   that   are   
broker-dealers   in   liquid   and   actively   traded   assets.   Broker-dealers   in   digital   assets   function   and   manage   

their   businesses   in   a   comparable   manner   to   broker-dealers   in   securities.   
  

For   these   reasons,   we   urge   the   Board   to   consider   adding   a   project   to   its   agenda   to   clarify   the   scope   of   ASC   

940   to   include   unregistered   broker-dealers   in   digital   assets.   We   believe   that   the   definitions   in   the   
Infrastructure   Bill   for   the   term   “broker”   and   “digital   assets”   could   be   leveraged   in   defining   the   scope   for   

“broker-dealers   in   digital   assets.”   Further,   the   Board   could   also   take   this   opportunity   to   address   the   diversity   
in   practice   regarding   the   application   of   “inventory”   in   ASC   940.   We   believe   that   the   term   “inventory”   should   
be   interpreted   broadly   to   include   any   securities,   commodities   and   digital   assets   carried   by   broker-dealers   in   

which   they   make   a   market.   
  

* * * * *   
  

Please   refer   to   the   attached   Appendix   where   we   have   provided   responses   to   the   Board’s   specific   questions   

that   are   not   covered   above.   Given   how   rapidly   the   digital   asset   space   is   evolving   and   growing,   we   
recommend   that   the   Board   consider   organizing   a   working   group   that   includes   industry   participants   to   

address   future   standard   setting   over   digital   assets.   Coinbase   would   be   happy   to   support   the   Board   in   any   
capacity   that   would   help   the   Board   in   its   decision   making   process.   We   appreciate   the   opportunity   to   
comment   on   the   ITC   and   would   be   happy   to   discuss   our   comments   with   the   Board   members   or   FASB   staff   at   

your   convenience.   
  

  
Very   truly   yours,   

  

  
  

Jennifer   Jones   
Chief   Accounting   Officer   
Coinbase   Global,   Inc.   
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Appendix:   Responses   to   Questions   for   Respondents   

  
Overall   

  
Question   1:   Please   describe   what   type   of   stakeholder   you   (or   your   organization)   are   from   the   list   below,   including   
a   discussion   of   your   background   and   what   your   point   of   view   is   when   responding   to   this   ITC   

  
Coinbase   is   both   a   (1)   public   company   preparer   and   (2)   investor,   other   allocator   of   capital,   or   other   financial   
statement   user.   Refer   to   the   body   of   this   letter   for   additional   background   on   Coinbase.   

  
Question   2:   Which   topics   in   this   ITC   should   be   a   top   priority   for   the   Board?   Please   explain   your   rationale,   
including   the   following:   

a. Why   there   is   a   pervasive   need   to   change   GAAP   (for   example,   what   is   the   reason   for   the   change)  
b. How   the   Board   should   address   this   topic   (that   is,   the   potential   project   scope,   objective,   potential   solutions,   

and   the   expected   costs   and   benefits   of   those   solutions)   
c. What   the   urgency   is   of   the   Board   completing   a   project   on   this   topic   (that   is,   how   quickly   the   issues   need   to   

be   addressed).   
  

We   believe   the   accounting   and   reporting   for   crypto   assets   should   be   the   Board’s   top   priority.   Refer   to   the   

body   of   this   letter   for   our   views   and   rationale.     
  

Question   3:   Are   there   topics   in   this   ITC   that   the   Board   should   not   address   as   part   of   its   future   standard-setting   
efforts?   Please   explain   your   rationale,   such   as   there   is   no   pervasive   need   to   change   GAAP,   the   scope   would   not   be   
identifiable,   or   the   expected   benefits   of   potential   solutions   would   not   justify   the   expected   costs.   

  
We   have   provided   responses   with   respect   to   the   topics   herein.   While   we   do   not   have   strong   views   on   topics   

that   should   not   be   addressed   in   future   standard-setting,   we   believe   the   Board   should   prioritize   certain   
topics,   specifically   the   accounting   and   reporting   for   crypto   assets.   

  

Question   4:   Are   there   any   financial   reporting   topics   beyond   those   in   this   ITC   that   should   be   a   top   priority   for   the   
Board   to   address?   Please   describe:   

a. The   nature   of   the   topic   
b. The   reason   for   the   change   
c. Whether   the   topic   is   specific   to   a   subset   of   companies,   such   as   public   companies,   private   companies,   or   

NFPs,   or   specific   to   a   certain   industry   
d. How   the   Board   should   address   this   topic   (that   is,   the   potential   project   scope,   objective,   potential   solutions,   

and   the   expected   costs   and   benefits   of   those   solutions)   
e. What   the   urgency   is   of   the   Board   completing   a   project   on   this   topic   (that   is,   how   quickly   the   issues   need   to   

be   addressed).   
  

We   believe   the   Board   should   consider   addressing   the   classification   of   items   as   cash   equivalents   in   response   

to   the   emergence   of   digital   assets   termed   “stablecoins.” 13    The   current   definition   of   cash   equivalents   is   

13   The   term   “stablecoin”   used   herein   refers   to   digital   assets   that   include   mechanisms   designed   to   minimize   price   volatility   by   linking   
their   values   (for   example,   a   “peg”)   to   the   value   of   a   more   traditional   asset,   such   as   a   fiat   currency   or   a   commodity.   Some   stablecoins   are   
collateralized   and   redeemable   for   the   assets   used   to   collateralize   the   stablecoin   (e.g.,   US   dollars),   while   other   stablecoins   are   not   
collateralized   or   may   not   be   redeemable.   
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limited   to   instruments   that   are   (1)   readily   convertible   to   known   amounts   of   cash   and   (2)   so   near   their   

maturity   that   they   present   insignificant   risk   of   changes   in   value   because   of   changes   in   interest   rates.   Money   
market   funds   have   achieved   this   classification,   provided   certain   criteria   are   met,   despite   the   fact   that   money   

market   fund   investments   are   legally   structured   as   equity   investments   that   have   no   defined   maturity.   
  

We   believe   similar   considerations   should   apply   to   certain   stablecoins.   Specifically,   we   would   support   a   

project   that   focuses   on   stablecoins   that   are   considered   financial   instruments   because   they   allow   holders   to   
redeem   the   stablecoin   from   issuers   for   known   amounts   of   the   underlying   fiat   currency   that   backs   it.   These   

stablecoins   are   typically   backed   by   highly   liquid   assets   and   the   stablecoins   themselves   are   readily   
convertible   to   known   amounts   of   cash.   The   underlying   investments   are   typically   held   in   assets   that   present   
insignificant   risk   of   changes   in   value   because   of   changes   in   interest   rates.     

  
These   stablecoins   do   not   have   a   defined   maturity,   similar   to   equity   interests   issued   by   money   market   funds,   

but   may   meet   all   the   other   criteria   to   be   considered   cash   equivalents.   Similar   to   the   criteria   for   money   
market   funds,   it   will   be   important   that   these   stablecoins   don’t   have   redemption   limits   and   are   able   to   
maintain   a   $1.00   valuation.   As   adoption   of   digital   assets   increases,   so   will   the   use   of   stablecoins. 14    When   a   

significant   portion   of   an   entity’s   operating   activity   is   based   on   transactions   in   stablecoins,   the   cash   flow   
statement   becomes   less   relevant   and   comparable   to   users.     

  
Question   5:   The   objective   of   this   ITC   and   the   related   2021   Agenda   Consultation   process   is   to   ensure   that   the   
FASB   continues   to   allocate   its   finite   resources   to   standard-setting   activities   that   fulfill   its   primary   mission   of   
improving   financial   accounting   and   reporting   standards   and   that   are   of   the   highest   priority   to   its   stakeholders.   
Therefore,   feedback   on   the   prioritization   of   projects   on   the   FASB’s   technical   agenda   (see   Appendix   A)   would   be   
helpful.   Do   you   have   any   feedback   on   the   FASB’s   technical   agenda,   including   the   following:   

a. Which   projects   on   the   FASB’s   agenda   should   the   Board   prioritize   completing?   Please   explain.   
b. Which   projects,   if   any,   should   the   Board   deprioritize   or   consider   removing   from   the   agenda?   Please   explain.   
c. Which   projects,   if   any,   need   to   be   redefined   to   improve   the   objective   and/or   scope?   Please   explain.   
  

We   believe   the   following   projects   on   the   Board’s   current   agenda   should   be   prioritized   (in   order   of   priority):   
a. Identifiable   Intangible   Assets   and   Subsequent   Accounting   for   Goodwill     -   Subsequent   accounting   for   

goodwill   is   a   topic   that   a   large   number   of   stakeholders   are   interested   in,   as   evidenced   by   the   number   of   

responses   that   were   submitted   to   the   Board’s   Invitation   to   Comment,    Identifiable   Intangible   Assets   and   
Subsequent   Accounting   for   Goodwill ,   in   2019.   While   there   have   been   incremental   improvements   to   the   

guidance   for   subsequent   accounting   for   goodwill,   there   are   still   valid   concerns   from   stakeholders   as   to   
the   usefulness   of   the   information   resulting   from   the   current   impairment   only   model,   as   well   as   cost   
considerations   related   to   applying   the   model.   We   are   supportive   of   the   Board’s   efforts   to   explore   an   

amortization   model   for   goodwill   to   better   align   the   economics   and   accounting   for   goodwill,   provide  
more   useful   information   to   investors   and   provide   relief   to   preparers   from   the   costs   of   an   

impairment-only   model.   Considering   this   topic   is   relevant   for   every   industry,   the   interest   in   this   topic   
from   stakeholders,   and   the   Board   and   Staff’s   progress   to   date,   we   believe   that   this   project   should   be   
prioritized   for   completion.  

b. Fair   Value   Hedging   -   Portfolio   Layer   Method    -   We   support   the   Board’s   efforts   to   expand   the   existing   
last-of-layer   fair   value   hedging   method   to   incorporate   a   multiple   layer   model.   Considering   the   

14   Based   on   data   from   CoinMarketCap   ( https://coinmarketcap.com/ ),   the   total   market   capitalization   of   the   three   largest   US   Dollar  
stablecoins,   Tether,   USD   Coin,   and   Binance   USD,   increased   from   $26.2   billion   to   $110.2   billion   from   December   31,   2020   to   September   
15,   2021.   
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significant   improvements   this   project   could   provide   to   hedge   accounting,   as   well   as   the   progress   to   

date,   we   believe   that   this   project   should   be   prioritized   for   completion.   
c. Hedge   Accounting   -   Phase   2   (Research   Project)    -   We   believe   that   continued   improvements   to   hedge   

accounting   guidance   to   simplify   its   application   and   better   reflect   the   underlying   risk   management   
activities   of   an   entity   would   increase   the   quality   of   information   provided   to   users   of   financial   
statements.   As   such,   we   support   the   Board’s   continued   efforts   to   improve   hedge   accounting   and   

believe   this   research   project   should   be   prioritized.   
d. Distinguishing   Liabilities   and   Equity   Phase   2     -   Refer   to   our   response   to   Question   23   below.   We   are   

supportive   of   the   Board’s   efforts   to   simplify   the   accounting   for   equity   contracts   and   align   the   
indexation   models   in   ASC   480,    Distinguishing   Liabilities   from   Equity    (“ASC   480”),   and   ASC   815-40,   
Derivatives   and   Hedging   -   Contracts   in   Entity’s   Own   Equity    (“ASC   815-40”).   

e. Improving   the   Accounting   for   Asset   Acquisitions   and   Business   Combinations   (Phase   3   of   the   Definition   
of   a   Business   Project)    -   This   project   likely   affects   a   large   number   of   preparers.   Given   the   progress   made   

on   this   overall   topic   and   the   state   of   the   current   guidance,   we   believe   that   this   project   should   be  
prioritized,   as   it   would   not   be   as   resource   intensive   as   others,   and   has   expected   benefits   that   outweigh   
the   expected   costs.   

f. Recognition   and   Measurement   of   Revenue   Contracts   with   Customers   under   ASC   805,    Business   
Combinations     (“ASC   805”)   -   We   support   the   Board   prioritizing   this   project   as   it   likely   affects   a   large   

number   of   preparers   and   also   addresses   diversity   in   practice   related   to   the   accounting   for   acquired   
revenue   contracts   with   customers   in   a   business   combination.   Further,   this   project   would   provide   
benefits   in   the   form   of   improved   comparability   for   acquired   revenue   contracts   with   customers   and   

given   the   Board   has   made   significant   progress   on   this   project,   issuing   a   final   ASU   should   not   be   as   
resource   intensive   as   other   projects.   

  
We   do   not   have   a   strong   preference   or   views   on   projects   that   should   be   deprioritized,   removed   from   the   
agenda   or   redefined.   

  
Chapter   1—Disaggregation   of   Financial   Reporting   Information   

  
Question   6:   Greater   disaggregation   and   granularity   of   the   types   of   financial   reporting   information   described   in   
Chapter   1   have   been   identified   as   decision   useful   to   investors.   The   following   insights   would   be   helpful   to   the   FASB   
when   considering   this   area:   

a. Investors   and   other   financial   statement   users—Which,   if   any,   of   the   areas   described   in   Chapter   1   should   be   a   
top   priority   for   the   FASB   to   consider   requiring   greater   disaggregation—on   the   income   statement,   the   
statement   of   cash   flows,   or   the   notes   to   financial   statements?   Would   this   information   be   most   useful   in   the   
financial   statements   or   in   the   notes   to   financial   statements?   How   would   this   information   be   used   to   analyze   
a   company   and   make   capital   allocation   decisions?   

b. Preparers—What   requests   or   questions   does   your   company   receive   from   analysts   on   the   areas   described   
within   Chapter   1?   Please   explain   any   requests   or   questions   your   company   has   received.   

  
We   generally   support   more   granularity   and   disaggregation   of   performance   reporting   on   either   the   face   of   

the   financial   statements,   or   in   the   notes   to   the   financial   statements.   However,   as   a   preparer,   depending   on   
the   level   of   disaggregation,   providing   such   detail   can   be   operationally   costly   and   challenging.   Despite   this,   

we   believe   these   efforts   could   improve   the   usefulness   of   information   provided   to   users.   We   are   specifically   
supportive   of   the   following:   
● Breakdown   of   expenses   to   understand   the   cost   structure   by   nature   and   function   
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● Breakdown   of   operating   results   by   regulatory   jurisdictions   and   product   lines   

● Defined   subtotal   for   operating   income   and   a   designation   of   whether   items   are   recurring   or   
nonrecurring   

○ On   this   point,   we   are   supportive   of   an   overall   principle   or   objective   that   would   be   applied   to   an   
entity’s   specific   facts   and   circumstances   when   determining   what   constitutes   “operating”   activity.   
The   reporting   entity   should   disclose   pertinent   information   to   allow   users   to   understand   its   

application   of   the   principle   or   objective.   
● Types   of   research   and   development   expenditures   

  
However,   certain   other   financial   reporting   information   may   not   provide   incrementally   useful   information   to   
financial   statement   users   that   sufficiently   overcome   the   additional   costs   and   complexity   for   preparers.     

● Income   tax   information   -   An   entity’s   tax   exposure   could   be   better   understood   by   breaking   down   
operating   results   by   regulatory   jurisdictions   and   product   lines,   which   could   be   achieved   by   improving   

performance   reporting.   However,   disclosing   additional   tax   information   may   be   overly   burdensome   to   
preparers   with   marginal   benefit   to   investors.   Certain   entities   are   subject   to   tax   in   multiple   jurisdictions   
each   with   individual   complexities,   and   aggregating   the   tax   effects   in   these   jurisdictions   into   categories   

for   disclosure   may   not   be   meaningful   to   investors.   Further,   due   to   the   complexity   inherent   in   certain   
tax   concepts,   such   disclosures   may   not   be   useful   to   investors.   As   such,   we   would   recommend   that   the   

Board   focus   on   requiring   broader   disclosures   around   sources   of   tax   risk   and   the   entity’s   plans   for   
managing   such   risk.   

● Business   combinations   -   We   don’t   believe   that   the   costs   of   additional   business   combination   disclosures   

outweigh   the   benefits.   Entities   structure   and   execute   on   combinations   differently,   and   synergies   can   be   
realized   differently   by   acquirers.   We   do   not   believe   that   pre   acquisition   book   values   are   entirely   

relevant   when   an   entity   takes   control   of   a   business   by   acquiring   such   control   at   fair   value.   Further,   we   
believe   that   the   required   disclosures   in   ASC   805   related   to   acquisitions   that   are   individually   
immaterial,   but   material   in   aggregate,   is   sufficient   given   the   context.   

● Results   of   partially   owned   subsidiaries   and   equity   method   investments   -   We   are   supportive   of   
providing   a   fair   value   election   for   an   equity   method   investment   if   its   fair   value   becomes   readily   

determinable.   However,   we   do   not   support   additional   disclosure   of   profitability,   metrics   and   cash   flows   
of   partially   owned   subsidiaries   and   equity   method   investments.   We   find   that   the   information   required   
to   make   sure   disclosures   for   equity   method   investments   is   sometimes   challenging   to   obtain   in   a   timely   

fashion.   Further,   the   basis   of   reporting   at   the   investee   level   may   require   adjustments   to   disclose   the   
same   basis   of   accounting   by   the   investor.   This   could   be   quite   costly   and   burdensome   for   reporting   

entities,   with   marginal   benefit   to   users   and   investors.   With   respect   to   partially   owned   subsidiaries,   we   
believe   that   current   accounting   and   disclosure   aggregating   such   activity   with   the   reporting   entity   is   
appropriate.   We   believe   that,   with   respect   to   material   activity,   entities   are   already   disclosing   activity   

pertinent   to   partially   owned   subsidiaries.   
  

We   have   received   the   following   questions   from   analysts   on   to   the   following   topics:     
● Cost   structure   by   function   

○ What   percentage   of   expenses   included   in   various   operating   expense   line   items   are   variable   costs   

versus   fixed   costs?   
○ What   are   the   variables   that   may   cause   the    various   operating   expense   line   items   to   increase   or   

decrease    as   a   percentage   of   net   revenue   over   time?   
○ How   does   management   think   about   managing   expenses   during   periods   of   lower   revenue   given   the   

cyclicality   of   asset   prices   in   crypto   assets?     
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○ What   are   your   key   priorities   in   terms   of   marketing?   

● Operating   results   by   regulatory   jurisdiction   
○ How   do   you   foresee   the   regulatory   developments   affecting   the   Company?   

○ What   [regulatory]   licenses   do   you   have?   In   which   geographies?   What   does   that   enable   you   to   offer   
to   customers   in   those   geographies   and   others?   

○ What   is   your   revenue/profitability   breakdown   by   geography   outside   of   the   US?   

○ How   do   you   plan   to   expand   your   business   internationally?   
● Mergers   and   acquisitions   

○ What   is   your   philosophy   with   respect   to   mergers   &   acquisitions?   Has   the   philosophy   been   applied   
consistently   and/or   has   the   philosophy   changed?   

○ What   variables   are   you   focused   on   for   identifying   future   acquisition   and   investment   targets   (e.g.,   

geography,   product)?   
● Tax-related   information   

○ How   does   your   current   and   historical   effective   tax   rates   relate   to   your   normalized   tax   rate?   
○ What   is   driving   the   tax   benefit   during   the   period   and   how   long   do   you   expect   that   to   last?   

● Research   &   development   expenditures   

○ What   is   your   overall   technology   investment   philosophy?   
○ What   are   your   technology   and   product   investment   priorities?   

  
Presentation   of   the   Statement   of   Cash   Flows   

  

Question   7:   Investors   and   other   financial   statement   users—What   cash   flow   information,   if   any,   required   for   your   
analysis   is   missing   in   a   statement   of   cash   flows   prepared   using   the   indirect   method?   How   would   this   information   
influence   your   decisions   and   behavior?   Please   explain.   

  
We   are   supportive   of   improvements   to   the   usefulness   of   the   cash   flow   statement.   We   have   found   that   the   

categorization   of   activities   between   operating,   investing   and   financing   is   not   always   intuitive   and   believe   
that   a   more   principle-based   approach   to   categorizations   on   the   statement   of   cash   flows   will   provide   greater   

flexibility   for   preparers   in   providing   more   meaningful   information   to   financial   statement   users.     
  

We   do   not   support   requiring   the   direct   method   to   present   cash   flows.   We   believe   the   direct   method   will   

result   in   additional   cost   to   preparers   that   does   not   justify   the   incremental   benefit   to   investors.   We   further   
believe   the   indirect   method   along   with   the   additional   disclosures   required   under   current   guidance   provides   

useful   and   relevant   information   to   financial   statement   users.   
  

Question   8:   Preparers—What   requests   or   questions,   if   any,   does   your   company   receive   from   analysts   on   cash   flow   
information?   Please   explain.   

  

We   have   received   the   following   categories   of   questions   from   analysts   with   regard   to   cash   flow   information:     
● Questions   asking   us   to   further   define   or   clarify   the   nature   of   certain   cash   flows   or   noncash   activities,   

specifically   related   to   noncash   digital   asset   activity.   

● Questions   about   tracking   the   purchase   and   sale   of   crypto   assets   on   the   balance   sheet   through   the   cash   
flow   statement.     

● Questions   about   how   management   intends   to   use   cash   held   on   the   balance   sheet.   
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Chapter   2—Emerging   Areas   in   Financial   Reporting   
  

Definition   of   a   Derivative   
  

Question   9:   What   challenges,   if   any,   are   there   in   applying   the   guidance   on   the   definition   of   a   derivative   and   the   
related   derivative   scope   exceptions   in   Subtopic   815-10?   Please   explain   the   challenges   and   whether   and   how   they   
could   be   addressed   through   standard   setting.   

  
Applying   the   definition   of   a   derivative   in   ASC   815-10-15 ,    Derivatives   and   Hedging   -   Overall ,    to   contracts   that   
are   not   typically   considered   derivatives   can   be   challenging.   Specifically,   we   have   found   the   definition   of   a   

derivative   can   be   overly   broad   at   times   and   result   in   most   contracts   meeting   the   definition   unless   there   is   a   
scope   exception   that   applies.     

  
When   determining   whether   a   contract   meets   the   definition   of   a   derivative   pursuant   to   ASC   815,   we   have   
found   that   assessing   whether   the   contract   has   a   “notional   or   payment   provision”   can   be   challenging   in   

certain   cases.   Specifically,   there   is   diversity   in   practice   with   respect   to   how   entities   consider   whether   a   
contract   is   akin   to   a   “requirements   contract”   (as   described   in   ASC   815-10-55-5   through   55-7)   and   does   not   

specify   a   notional.   Certain   contracts   may   have   a   maximum   exposure   or   upper   limit,   but   the   exact   quantity   of   
units   or   dollars   to   be   delivered   is   not   fixed   or   objectively   determinable.   In   such   contracts,   the   notional   or   
payment   at   settlement   is   driven   by   parties   other   than   those   involved   in   the   contract.   Examples   of   such   

contracts   include   certain   guarantees   and   overallotment   options   (i.e.,   greenshoes).   Further   complicating   this  
assessment   is   the   potentially   broad   interpretation   of   the   term   “payment   provision.”   A   payment   provision   is   

an   alternative   to   a   notional   amount   in   which   a   contract   specifies   a   “fixed   or   determinable   settlement   
amount”   to   be   made   if   the   underlying   behaves   in   a   specified   manner.   We   believe   this   definition   may   be   overly   
broad   and   the   Board   should   consider   refining   or   further   specifying   this   criterion.   

  
Additionally,   we   are   aware   of   certain   debt   instruments   with   interest   rates   that   vary   based   on   the   issuing   

entity’s   ESG   score   (or   similar   types   of   ratings/scores).   We   believe   the   Board   should   consider   providing   an   
explicit   scope   exception   to   derivative   accounting   for   contracts   where   an   underlying   relates   to   the   ESG   score   
of   one   of   the   parties   to   the   contract.   Such   debt   instruments   could   drive   positive   societal   and   environmental   

effects.   As   such,   we   don’t   believe   issuers   of   such   instruments   should   be   penalized   with   complex   accounting   
and   valuation   when   entering   into   such   instruments.   We   believe   that   guardrails   around   inverse   exposures   

and   introducing   leverage   should   be   considered   in   such   a   scope   exception   (i.e.,   interest   rates   should   not   
increase   with   a   better   ESG   score   and   interest   rates   should   not   introduce   leverage   based   on   changes   in   ESG   
scores).   

  
Digital   Assets   

  
Question   10:   Investors—How   significant   are   holdings   in   digital   assets,   such   as   crypto   assets,   in   the   companies   you   
analyze?   What   type   of   financial   reporting   information   about   holdings   in   digital   assets   do   you   use   in   your   analysis   
of   a   company?   How   does   that   information   influence   your   decisions   and   behaviors?   If   there   is   other   financial   
reporting   information   about   digital   assets   that   would   be   decision   useful,   what   is   that   information   and   why   would   
it   be   decision   useful?   
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Coinbase   frequently   evaluates   private   companies   that   hold   digital   assets,   such   as   crypto   assets,   for   potential   

investment   or   acquisition.   We   have   found   that   holdings   of   digital   assets   are   frequently   material   in   these   
companies.   When   assessing   these   entities,   we   utilize   information   about   quantities   of   units   held,   as   well   as   

fair   values   of   the   digital   assets   held.   While   we   are   also   focused   on   the   cost   of   such   digital   assets,   in   making   
our   investment   or   acquisition   decision,   we   are   more   focused   on   the   fair   value   measurement   of   these   assets.     

  

Please   refer   to   the   body   of   this   letter   for   additional   information   related   to   this   question.   
  

Question   11:   Preparers   and   practitioners—Does   your   company   (or   companies   that   you   are   involved   with)   hold   
significant   digital   assets,   such   as   crypto   assets?   What   is   the   purpose   of   those   holdings?   

  
Please   refer   to   the   body   of   this   letter   for   our   response   to   this   question.   

  

Question   12:   If   the   Board   were   to   pursue   a   project   on   digital   assets,   which   improvements   are   most   important,   
what   types   of   digital   assets   should   be   included   within   the   scope,   and   should   this   guidance   apply   to   other   
nonfinancial   assets?  

  
Please   refer   to   the   body   of   this   letter   for   our   response   to   this   question.   

  
ESG-Related   Transactions   

  
Question   13:   Are   there   common   ESG-related   transactions   in   which   there   is   a   lack   of   clarity   or   a   need   to   improve  
the   associated   accounting   requirements?   Please   describe   the   specific   transactions   and   why   standard   setting   is   
needed.   

  
As   noted   in   Question   9,   we   are   aware   of   certain   debt   instruments   with   interest   rates   that   vary   based   on   the   

issuing   entity’s   ESG   score   or   similar   type   of   risk   rating.   We   believe   the   Board   should   consider   providing   an   
explicit   scope   exception   to   derivative   accounting   for   contracts   where   an   underlying   relates   to   the   ESG   score   

of   one   of   the   parties   to   the   contract.   Such   debt   instruments   could   drive   positive   societal   and   environmental   
effects.   As   such,   we   don’t   believe   issuers   of   such   instruments   should   be   penalized   with   complex   accounting   
and   valuation   when   entering   into   such   instruments.   We   believe   that   guardrails   around   inverse   exposures   

and   introducing   leverage   should   be   considered   in   such   a   scope   exception   (i.e.,   interest   rates   should   not   
increase   with   a   better   ESG   score   and   interest   rates   should   not   introduce   leverage   based   on   changes   in   ESG   

scores).   
  

Financial   KPIs   or   Non-GAAP   Metrics   
  

Question   14:   Are   there   common   financial   KPIs   or   metrics—either   widely   applicable   to   all   companies   or   industry   
specific—that   would   provide   decision-   useful   information   if   they   were   defined   by   the   FASB?   Please   explain.   

  
While   we   have   observed   that   companies   in   the   same   (or   similar)   industry   utilize   common   financial   KPIs   and   

metrics,   we   do   not   believe   that   it   would   be   helpful   for   the   FASB   to   define   such   financial   KPIs   and   metrics.   
Financial   KPIs   and   metrics   are   measures   defined   by   management   and   used   by   investors   of   a   company   to   

assess   performance.   We   have   observed   that   companies   may   define   the   same   metrics   differently   because   of   
the   different   factors   or   variables   affecting   each   company.   Creating   definitions   for   such   financial   KPIs   and   
metrics   would   limit   the   manner   in   which   management   could   explain   the   performance   of   their   business   or   
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require   metrics   that   may   not   be   relevant   to   the   company.   Furthermore,   businesses   evolve   over   time,   so   we   

believe   that   giving   management   the   freedom   to   explain   performance   from   their   perspective   would   be   more   
useful   to   the   users   of   the   financial   statements.   

  
We   believe   that   existing   requirements   in   Regulation   G   and   Regulation   S-K   provide   management   with   
sufficient   flexibility   to   explain   performance   of   the   business,   while   providing   users   of   the   financial   statements   

with   sufficient   information   and   explanation   for   how   those   financial   KPIs   and   metrics   are   calculated   and   the   
reasons   for   using   them.   

  
Question   15:   If   the   FASB   were   to   define   certain   financial   KPIs   or   metrics,   should   all   companies   be   required   to   
provide   those   metrics   or   should   providing   those   metrics   be   optional?   

  
If   the   FASB   were   to   define   certain   financial   KPIs   or   metrics,   we   believe   that   all   companies   should   not   be   

required   to   provide   those   metrics   or   providing   those   metrics   should   be   optional.   As   stated   in   Question   14,   
KPIs   and   metrics   are   measures   defined   by   management   and   used   by   investors   of   a   company   to   assess   the   
performance   of   the   company.   Given   the   individuality   of   KPIs,   we   believe   that   required   disclosures   may   not   

be   useful   to   investors   and   the   costs   of   providing   this   information   may   outweigh   the   benefits.     
  

Recognition   and   Measurement   of   Government   Grants   for   Business   Entities   
  

Question   16:   If   the   Board   were   to   pursue   a   project   on   the   recognition   and   measurement   of   government   grants,   
should   the   FASB   leverage   an   existing   grant   or   contribution   model   (such   as   the   models   in   IAS   20   or   Subtopic   958-   
605)   or   develop   a   new   model?   If   you   prefer   leveraging   an   existing   model,   which   would   be   most   appropriate   and   
why?   If   the   FASB   were   to   develop   a   new   model,   what   should   the   model   be?   

  
If   the   FASB   were   to   pursue   a   project   on   the   recognition   and   measurement   of   government   grants,   we   believe   

the   FASB   should   leverage   an   existing   model.   We   believe   that   leveraging   the   models   in   IAS   20   would   be   most   
appropriate.   We   believe   IAS   20   provides   reasonable   models   for   accounting   for   government   grants,   including   

government   loans   that   are   forgivable   or   at   below-market   rates   of   interest.   However,   we   believe   that   there   
should   be   more   flexibility   with   respect   to   entities   establishing   a   policy   for   presenting   grant   income   as   other   
income   vs.   a   contra-expense,   with   such   policy   disclosed   and   consistently   applied.   While   IAS   20   does   not   

provide   guidance   on   government   assistance   provided   in   the   form   of   tax   incentives   or   benefits,   we   believe   
such   assistance   could   be   better   addressed   through   clarification   to   ASC   740,    Income   Taxes .     

  
Question   17:   The   FASB   has   encountered   challenges   in   identifying   a   project   scope   that   can   be   sufficiently   
described   for   government   grants.   If   the   Board   were   to   pursue   a   project   on   the   recognition   and   measurement   of   
government   grants,   what   types   of   government   grants   should   be   included   within   the   scope   and   why   (for   example,   
narrow   or   broad   scope)?   

  
We   believe   the   FASB   should   consider   a   narrow   scope   approach   to   provide   incremental   improvement,   rather   
than   comprehensively   trying   to   address   the   accounting   for   government   grants   for   business   entities.   

Sometimes,   identifying   the   scope   of   a   project   can   be   challenging   and   we   believe   that   the   Board   should   
address   subsets   of   the   potential   scope   to   provide   incremental   improvements   and   simplifications   where   

practicable.   
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Intangible   Assets,   Including   Software   
  

Question   18:   The   FASB   has   encountered   challenges   in   identifying   a   project   scope   that   can   be   sufficiently   
described   for   intangible   assets.   If   the   Board   were   to   pursue   a   project   on   intangible   assets,   what   types   of   intangible   
assets   should   be   included   within   the   scope   and   why?   Within   that   scope,   should   a   project   on   intangible   assets   be   
primarily   focused   on   improvements   to   recognition   and   measurement   or   to   disclosure?   

  
Aside   from   crypto   assets   addressed   in   Questions   11-12   above,   we   believe   that   a   focus   on   developing   a   

framework   that   could   be   applied   to   all   internally   generated   intangible   assets   would   be   most   beneficial.   
Existing   guidance   favors   internally   developed   software   over   other   types   of   internally   developed   intangible   
assets,   as   there   is   explicit   guidance   in   ASC   350-40,    Internal-Use   Software    (“ASC   350-40”),   ASC   350-50,   

Website   Development   Costs    (“ASC   350-50”),   and   ASC   985-20,    Costs   of   Software   to   Be   Sold,   Leased,   or   Marketed   
(“ASC   985-20”).   However,   it   is   not   clear   as   to   why   software   should   have   a   different   accounting   model   to   

other   intangible   assets   that   arise   from   research   and   development.   
  

We   suggest   that   the   project   should   be   focused   on   improvements   to   recognition   and   measurement,   rather   

than   disclosure.   This   approach   would   better   reflect   the   resources   that   are   available   to   the   company,   and   also   
improve   comparability   between   companies.   While   we   acknowledge   that   a   historical   cost   measurement   

approach   has   limitations,   we   believe   that   it   would   still   provide   a   user   with   useful   and   relevant   information.   A   
historical   cost   approach   may   not   enable   a   user   to   estimate   the   future   expected   net   cash   flows   of   the   entity,   
but   it   would   provide   insight   into   the   quality   of   past   decisions   made   by   management.   For   example,   where   the   

intangible   asset   has   not   been   impaired,   indicates   that   management   expects   that   the   cumulative   future   cash   
flows   from   that   asset   would   exceed   its   carrying   value.   On   the   other   hand,   where   an   intangible   asset   is   

impaired,   is   an   indicator   that   management   expects   to   receive   cumulative   future   cash   flows   that   are   less   than   
the   carrying   value   of   those   intangible   assets.   

  

We   acknowledge   that   the   application   of   existing   guidance   can   be   operationally   burdensome,   but   do   not   
believe   that   providing   an   option   to   expense   all   costs   that   might   otherwise   have   qualified   for   capitalization   

would   be   beneficial,   as   this   would   result   in   less   comparable   financial   statements.   If   the   project   results   in   
pragmatic   recognition   criteria,   then   the   costs   of   applying   the   requirements   would   be   outweighed   by   the   
benefits   to   users.   

  
If   the   Board   decides   to   take   a   disclosure   approach,   then   we   would   suggest   that   the   objective   of   the   

disclosure   requirements   align   with   the   objective   of   providing   users   with   information   to   allow   them   to   assess   
the   amount,   timing,   and   uncertainty   of   future   net   cash   inflows   to   the   entity.   

  
Question   19:   What   challenges,   if   any,   exist   in   applying   the   capitalization   thresholds   in   Subtopics   350-40   and   
985-20?   What   improvements,   if   any,   could   be   made   to   the   software   capitalization   guidance   to   overcome   those   
challenges?   Should   there   continue   to   be   a   capitalization   threshold   when   accounting   for   software   depending   on   
whether   it   is   for   internal   use   or   whether   it   is   to   be   sold,   leased,   or   otherwise   marketed?   Please   explain.   

  
The   biggest   challenge   we   have   encountered   in   applying   the   capitalization   thresholds   to   software   
development   relates   to   applying   the   recognition   criteria   to   the   large   number   of   projects   that   are   being   

developed   within   the   company.   As   a   result   of   applying   the   Agile   software   development   method,   whereby   
larger   projects   are   broken   into   smaller   and   shorter   components   (“sprints”),   at   any   point   in   time   there   are   a   
number   of   projects   in   progress.   Scoping   each   project   and   then   applying   the   associated   recognition   criteria   
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requires   substantial   time   and   effort.   As   the   guidance   was   created   during   a   time   when   the   waterfall   

development   method   (where   projects   are   broken   into   larger   phases)   was   more   prevalent,   we   have   found   
operational   challenges   in   applying   the   criteria   in   ASC   350-40   to   the   Agile   development   methodology.   

  
We   believe   that   an   improvement   to   the   overall   guidance   related   to   internally   generated   intangible   assets   
would   assist   in   overcoming   the   challenges   noted.   Currently,   there   are   a   number   of   subtopics   that   contain   

guidance   related   to   software,   including   ASC   350-40,   ASC   350-50,   and   ASC   985-20,   each   of   which   contain   
their   own   recognition   criteria.   If   recognition   criteria   was   consistent   across   all   types   of   internally   generated   

intangible   assets,   then   operationalizing   those   requirements   at   scale   would   require   less   time   and   resources.   
However,   the   objectives   of   the   recognition   guidance   in   those   subtopics   should   all   be   consistent   (e.g.,   
determining   when   the   entity   has   an   asset),   so   we   believe   the   recognition   guidance   could   be   unified.     

  
We   believe   that   a   capitalization   threshold   should   remain   regardless   of   the   intended   purpose   of   the   software.   

If   the   capitalization   threshold   was   not   required,   it   would   result   in   recognizing   assets   that   do   not   meet   the   
definition   of   an   asset   by   way   of   not   embodying   future   economic   benefits.   It   follows   that   having   capitalization  
thresholds   for   certain   types   of   software,   but   not   for   others,   could   unduly   prejudice   some   entities.   We   

believe   the   determination   of   whether   software   should   be   considered   an   asset   should   not   necessarily   be   
predicated   on   how   an   entity   intends   to   use   the   software.   However,   if   the   intention   of   an   entity   is   not   to   use   

the   asset   to   obtain   future   expected   benefits,   then   that   should   affect   the   measurement   (i.e.,   impairment)   of   
the   asset.   

  
Chapter   3—Reduction   of   Unnecessary   Complexity   in   Current   GAAP  

  
Balance   Sheet   Classification   

  
Question   20:   Should   the   Board   prioritize   a   potential   project   on   current   and   noncurrent   classification   of   assets   
and/or   liabilities   in   a   classified   balance   sheet?   If   yes,   what   should   be   the   scope?   Please   explain.   

  
We   do   not   believe   the   Board   should   prioritize   a   project   on   current   and   noncurrent   classification   of   assets   
and/or   liabilities.   Per   our   responses   to   Questions   2   and   5,   we   believe   there   are   other   topics   that   have   a   more   
urgent   need   for   improved   accounting   and   reporting.   

  
Consolidation   

  
Question   21:   Should   the   Board   prioritize   a   potential   project   to   simplify   the   consolidation   guidance   in   Topic   810?   
Please   explain   why   or   why   not.   If   yes,   should   the   approach   focus   on   targeted   improvements   or   a   holistic   review   of   
Topic   810?   

  
We   are   supportive   of   a   project   to   simplify   the   consolidation   guidance   and   also   support   the   Board’s   current   
project   on   its   agenda   to   reorganize   and   make   targeted   improvements   to   the   guidance   in   ASC   810,   
Consolidation    (“ASC   810”).   We   believe   the   Board   should   work   towards   a   single   consolidation   model,   rather   

than   having   separate   models   for   variable   interest   entities   and   voting   interest   entities.   We   believe   that   the   
multiple   models   that   exist   today   create   unnecessary   complexity   for   preparers   and   that   aligning   these   

models   could   reduce   inconsistencies   in   applying   the   guidance.   We   believe   this   could   be   achieved   through   
targeted   improvements.   However,   we   do   not   believe   that   a   project   on   consolidation   should   be   prioritized   

16   



 
 

over   a   project   to   address   the   accounting   and   reporting   for   crypto   assets   that   trade   in   active   markets   and   are   

currently   accounted   for   under   ASC   350.   
  

Debt   Modifications   
  

Question   22:   What   challenges,   if   any,   exist   in   accounting   for   debt   modifications   in   accordance   with   the   guidance   
in   Subtopic   470-50,   Debt—   Modifications   and   Extinguishments?   Please   explain   the   challenges   and   how   they   
could   be   overcome   through   standard   setting.   

  
We   generally   believe   that   the   accounting   for   debt   modifications   or   exchanges   in   accordance   with   ASC   
470-50,    Debt   -   Modifications   and   Extinguishments ,   is   not   overly   challenging.   However,   there   are   specific   

aspects   of   the   model   that   we   believe   can   be   simplified   or   improved.     
  

We   have   found   the   most   challenging   aspect   of   accounting   for   debt   modifications   or   exchanges   is   analyzing   
the   refinancing   of   publicly   traded   debt   and   private   debt   that   is   widely   held   (e.g.,   Rule   144A   private   debt).   
Frequently,   public   companies   have   debt   outstanding   that   is   held   by   hundreds   of   different   investors.   In   some   

cases,   the   investors   may   be   commonly   controlled.   When   such   debt   is   refinanced,   it   can   be   very   difficult   and   
costly   to   determine   the   identities   of   the   potential   investors   involved.   Certain   investors   may   be   accredited   

but   prefer   to   remain   anonymous   and   transact   through   a   broker.   Further,   the   brokers   typically   charge   fees   to   
provide   information   about   beneficial   holders   of   the   debt,   provided   the   holders   do   not   wish   to   remain   
anonymous.   These   factors   can   make   it   difficult   to   perform   debt   modification   or   exchange   analyses   on   a   

creditor-by-creditor   basis   over   widely   held   debt.   
  

We   believe   the   Board   should   address   this   challenge   by   providing   criteria   to   determine   when   widely   held   
public   and   private   debt   should   be   treated   as   an   extinguishment,   without   applying   ASC   470-50   on   a   
creditor-by-creditor   basis.   Criteria   that   the   Board   may   consider   include   whether   the   debtor   specifically   

negotiated   with   old   creditors   or   whether   the   new   debt   was   issued   in   an   arm’s   length   market   offering.   
  

Additionally,   we   believe   the   Board   should   consider   providing   additional   guidance   on   accounting   for   
modifications   of   convertible   debt.   ASC   470-50   does   not   specifically   address   modifications   or   exchanges   of   
convertible   debt   with   embedded   conversion   features   that   are   separately   accounted   for   as   either   a   

derivative,   or   based   on   the   substantial   premium   guidance,   before   and/or   after   the   modification.   This   has   
resulted   in   diversity   in   practice   for   modifications   or   exchanges   involving   convertible   debt.   

  
Distinguishing   Liabilities   from   Equity   

  
Question   23:   Stakeholders   noted   many   challenges   in   applying   the   liabilities   and   equity   guidance,   but   they   had   
mixed   views   on   how   the   Board   should   improve   the   accounting   for   financial   instruments   with   characteristics   of   
equity.   The   Distinguishing   Liabilities   from   Equity   Phase   2   project   is   intended   to   align   the   two   existing   indexation   
models   in   Topic   480   and   Subtopic   815-40.   Should   the   Board   continue   pursuing   this   project   in   its   current   scope   
and   objective,   or   does   the   Board   need   to   reevaluate   this   project?   Please   explain   why   or   why   not   and   if   the   project   
scope   and   objective   need   to   be   reevaluated,   what   should   the   approach   be?   

  

We   are   supportive   of   the   Board’s   standard   setting   project   to   improve   and   align   the   indexation   models   in   
ASC   480   and   ASC   815-40.   We   believe   the   principles   driving   equity   versus   liability   classification   of   contracts   
should   be   aligned   between   these   two   Topics.   As   such,   we   would   support   the   Board   continuing   to   pursue   this   
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project   in   its   current   scope   and   objective.   We   are   supportive   of   a   qualitative   principle   to   drive   the   indexation   

analysis   for   contracts   in   an   entity’s   own   equity,   and   do   not   support   a   quantitative   threshold.   We   believe   that   
introducing   a   regression   analysis   or   otherwise   needing   to   quantitatively   support   whether   a   contract   is   

sufficiently   correlated   with   an   entity’s   share   price   could   introduce   more   cost   and   complexity.   Further,   we   
believe   a   quantitative   model   would   disadvantage   smaller   reporting   entities   that   are   more   likely   to   issue   
bespoke   or   complex   equity   contracts   to   investors   that   typically   hold   more   negotiating/bargaining   power.     

  
In   addition,   we   believe   the   Board   should   consider:   

● how   the   definitions   and   principles   used   in   this   project   will   align   with   the   decisions   the   Board   reaches   on   
the   conceptual   framework   for   elements   project,   and   

● how,   in   consultation   with   the   SEC,   the   changes   to   the   guidance   from   this   project   could   affect   the   SEC’s   

guidance   on   redeemable   equity   instruments   (i.e.,   ASC   480-10-S99-3A)  
  

Materiality   Considerations   for   Disclosures   
  

Question   24:   How   helpful   would   it   be   in   evaluating   disclosure   materiality   if   the   materiality   guidance   in   paragraph   
105-10-05-06   that   “the   provisions   of   the   Codification   need   not   be   applied   to   immaterial   items”   was   repeated   in   
the   Disclosure   Section   of   each   Codification   Subtopic?   Please   explain.   

  
We   do   not   believe   that   simply   repeating   the   requirement   in   ASC   105-10-05-06   in   the   disclosure   sections   of   
each   Codification   subtopic   would   be   helpful.   The   disclosure   sections   are   part   of   the   Codification   and   we   

believe   that   ASC   105-10-05-06   makes   it   clear   that   such   disclosure   requirements   would   not   need   to   be   
applied   to   immaterial   items.   Repeating   ASC   105-10-05-06   would   not   provide   any   additional   guidance   as   to   

how   to   assess   the   materiality   of   items.   We   believe   that   ASC   105-10-05-06   together   with   Staff   Accounting   
Bulletin   Topic   1.M   provides   sufficient   guidance   to   assist   preparers   with   their   assessment   of   the   materiality   
of   disclosure   requirements   in   the   Codification.      

  
Chapter   4—Improvements   to   FASB   Standard-Setting   Processes   

  
Question   25:   Which,   if   any,   of   the   FASB   processes   described   in   Chapter   4   of   this   ITC   could   be   improved?   Please   
explain   your   rationale   for   each,   including   the   following:   

a. Why   that   process   needs   improvement   
b. How   the   FASB   should   improve   that   process   
c. What   the   urgency   is   of   that   process   improvement.   
  

We   agree   with   the   suggestion   by   stakeholders   that   the   FASB   establish   a   process   that   would   provide   timely   

interpretations   of   existing   GAAP   that   would   not   require   amendments   to   the   Codification.   We   acknowledge   
that   for   the   standard   setting   process   to   be   effective,   a   great   deal   of   time   and   effort   is   required.   However,   in   

practice,   reporting   timelines   are   much   shorter   and   the   pace   of   innovation   resulting   in   new   transactions   is   
rapid,   so   a   more   expedited   process   would   be   beneficial.   We   do   not   believe   that   all   interpretations   of   existing   
guidance   where   preparers   would   like   to   confirm   whether   they   are   applying   such   guidance   appropriately   

requires   a   process   as   rigorous   as   the   standard   setting   process.     
  

While   there   is   an   existing   interpretation   process   via   the   EITF,   the   items   that   are   included   in   their   agenda   are   
determined   by   the   FASB.   Where   stakeholders   have   requested   a   confirmatory   answer   for   existing   guidance,   
we   believe   it   would   be   more   beneficial   if   the   EITF   determined   which   items   to   include   on   their   agenda,   similar   
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to   how   the   IFRS   Interpretations   Committee   operates.   Where   such   agenda   items   are   rejected,   the   EITF   

should   be   required   to   explicitly   reject   such   items,   with   reasons   for   rejection.   This   would   increase   the   
transparency   of   the   process,   and   enable   consistency   amongst   preparers.   Furthermore,   we   believe   it   would   

be   beneficial   for   the   EITF   to   continue   to   make   all   agenda   items   together   with   deliberations   publicly   
available.   We   do   not   believe   that   it   would   be   necessary   to   make   all   decisions   binding,   but   we   do   believe   that   
making   discussions   of   the   EITF   public   would   provide   preparers   and   other   stakeholders   with   additional   

guidance   of   how   to   apply   existing   guidance.   
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