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SECTION 1

THE WEB3 / TOKEN / CRYPTO-NATIVE BUSINESS MODEL

Web3 and Crypto: Finance at the Frontier of
Unsettled Standards

The Web3 and crypto-native business model is the most genuinely unsettled financial architecture in this

series — unsettled not because it is poorly understood commercially, but because the accounting standards,

tax rules, and regulatory frameworks that govern it are either absent, in active development, or the subject of

ongoing litigation. This creates an environment where the CFO is required to make consequential

accounting and tax judgments in the absence of clear authoritative guidance, to document those judgments

carefully, and to update them as new standards and rulings emerge.

Web3 and crypto businesses span an enormous range: Layer 1 blockchain protocol developers (Ethereum

Foundation, Solana Labs), Layer 2 scaling solution companies, decentralized finance (DeFi) protocol

developers and operators, non-fungible token (NFT) platforms and marketplaces, cryptocurrency exchanges

(centralized and decentralized), digital asset custodians, and corporate treasuries that hold cryptocurrency

as a reserve asset. Each sub-model has its own financial characteristics, its own revenue streams, and its

own accounting and tax challenges.

This part covers the complete financial architecture: token issuance accounting and the absence of clear

GAAP standards, FASB ASU 2023-08 for cryptocurrency assets held by companies, Simple Agreements for

Future Tokens (SAFTs), DeFi yield income recognition, DAO (Decentralized Autonomous Organization)

treasury management, IRS Notice 2014-21 and subsequent crypto tax guidance, stablecoin mechanics and

accounting, and the metrics framework that crypto-native CFOs and investors use to evaluate these

businesses.

1.1 Web3 Business Model Taxonomy

Business Type Revenue Model Key Assets Primary Financial Challenge

Layer 1 / Protocol
Developer

Token appreciation;
grants; protocol fees

Token treasury;
developer grants fund

Token accounting; grant recognition
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Business Type Revenue Model Key Assets Primary Financial Challenge

Centralized
Exchange (CEX)

Trading fees; spread;
staking yield; custody

Customer funds
(liability); own crypto
holdings

Segregation of customer assets; crypto
accounting

DeFi Protocol
Protocol fees distributed
to governance token
holders

Protocol TVL (total
value locked); treasury

Revenue attribution; token distribution
accounting

NFT Platform /
Marketplace

Primary mint fees +
secondary royalties (% of
sale)

Platform IP; NFT
inventory (if any)

Revenue timing; royalty enforceability

Crypto Custodian
/ Trust

Annual custody fee (% of
AUM)

Customer crypto
assets (off-balance
sheet)

Safeguarding disclosures; regulatory
capital

Corporate
Treasury (crypto
holder)

Treasury yield;
appreciation on holdings

Cryptocurrency on
balance sheet

FASB ASU 2023-08 fair value
measurement

Web3
Infrastructure /
Tools

SaaS subscription +
usage-based fees

IP; ARR; developer
relationships

Standard SaaS accounting + crypto
treasury mgmt

SECTION 2

TOKEN ISSUANCE ACCOUNTING

Token Issuance: The Accounting Black Hole

Token issuance — the creation and distribution of a protocol's native token — is the foundational financial

event for most Web3 businesses, and it is the event for which US GAAP provides the least guidance. When

a company creates tokens and sells them in an initial coin offering (ICO), a private sale, or through an

ongoing distribution mechanism, it receives cash or other cryptocurrency in exchange. The question of how

to account for this transaction — is it a revenue event? A financing event? A liability creation? — does not

have a definitive answer in current GAAP, and different companies have taken materially different

approaches.
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2.1 The Accounting Treatment Spectrum
The treatment of token issuance proceeds depends critically on the legal and economic nature of the token.

Securities regulators (primarily the SEC) have taken the position that most tokens sold to investors with an

expectation of profit are securities — subject to securities law registration requirements. Accounting

standard-setters have not issued comprehensive guidance, leaving companies to apply existing standards

by analogy. The three most common accounting approaches are: (1) deferred revenue (if the token

represents a prepayment for future goods or services the company will provide), (2) a financial liability (if the

token represents an obligation to return value to token holders), or (3) equity (if the token represents an

ownership interest in the issuing entity).

Token Type Economic Substance
Likely Accounting

Treatment
Revenue Recognition

Utility Token
(access to
platform)

Prepayment for future
platform services

Deferred Revenue (ASC
606)

As services are delivered to token
holders

Security Token
(profit-share)

Investment contract;
equity-like

Equity or Financial Liability
(ASC 480)

No revenue; dividends or
distributions

Governance
Token (voting
rights)

Voting rights without
financial return
commitment

Most uncertain; often
equity-like

No clear recognition event; highly
judgment-based

Stablecoin
(redeemable at
$1)

Obligation to redeem at
par

Financial Liability (like a
deposit)

No revenue; interest on backing
assets is income

NFT (unique
digital asset)

Sale of unique IP license
or artwork

Revenue at sale (ASC 606
point-in-time)

At delivery; royalties recognized as
earned

ACCOUNTING ALERT

The SEC's position that most tokens are securities has profound accounting implications: if a token is a

security, its sale may need to be accounted for as a securities offering (equity or debt), not as revenue.

Companies that recognized token sale proceeds as revenue — without registering the tokens as securities —

face both accounting restatement risk and securities law enforcement risk. Before establishing any

accounting treatment for token issuance, obtain both a legal opinion on the securities law classification of the

token AND an accounting memo from your external auditors applying the appropriate GAAP standard. These

two analyses must be consistent with each other. If they diverge, you have a problem that needs to be

resolved before the tokens are issued.
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SECTION 3

FASB ASU 2023-08: ACCOUNTING FOR CRYPTOCURRENCY ASSETS

ASU 2023-08: The New GAAP Standard for Crypto
Holdings

In December 2023, FASB issued Accounting Standards Update 2023-08, Accounting for and Disclosure of

Crypto Assets, which represents the first comprehensive GAAP standard specifically addressing the

accounting for cryptocurrency assets. Prior to ASU 2023-08, companies holding cryptocurrency (including

major corporations like MicroStrategy, Tesla, and Square/Block) were required to account for their crypto

holdings as indefinite-lived intangible assets under ASC 350 — which meant that any decline in value had to

be recorded as an impairment loss, but gains above the original cost could not be recognized until the asset

was sold. This produced a systematically conservative (downward-biased) presentation of cryptocurrency

holdings that frustrated investors and did not reflect economic reality.

3.1 The Fair Value Model Under ASU 2023-08
ASU 2023-08 requires companies that hold qualifying crypto assets — defined as fungible assets that are

created or reside on a distributed ledger using cryptography, are secured through cryptographic proof, do

not provide the holder with enforceable rights to or claims on underlying goods, services, or other assets —

to measure those assets at fair value at each reporting date, with changes in fair value recognized in net

income. This fair value model replaces the impairment-only model and eliminates the asymmetric treatment

of gains and losses.
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ASU 2023-08 ACCOUNTING ENTRIES

Initial Acquisition of Bitcoin (10 BTC at $42,000 each = $420,000):

  DR: Crypto Asset (Bitcoin)    $420,000

  CR: Cash                      $420,000

Quarter-End Fair Value Update (price rises to $58,000/BTC):

  BTC Value: 10 x $58,000 = $580,000

  DR: Crypto Asset              $160,000  (unrealized gain)

  CR: Unrealized Gain on Crypto $160,000  (recognized in net income)

Next Quarter Fair Value Update (price falls to $51,000/BTC):

  BTC Value: 10 x $51,000 = $510,000

  DR: Unrealized Loss on Crypto  $70,000  (recognized in net income)

  CR: Crypto Asset               $70,000

Effective Date: Fiscal years beginning after December 15, 2024

  (Early adoption permitted for fiscal years beginning after Dec 15, 2023)

3.2 ASU 2023-08 Disclosure Requirements
In addition to the fair value measurement requirement, ASU 2023-08 requires extensive disclosures about a

company's crypto asset holdings. Required disclosures include: the name, cost basis, fair value, and

number of units held for each significant crypto asset; the aggregate fair value of all crypto assets; the

realized gains and losses recognized during the period; and information about any restrictions on the sale or

use of the crypto assets (such as collateral pledges or regulatory holds). For companies with material crypto

holdings, these disclosures must be provided in a tabular format that allows investors to see the composition

and performance of the crypto portfolio.

For companies that are required to adopt ASU 2023-08 for the first time, the standard requires a

cumulative-effect adjustment to the opening balance of retained earnings as of the beginning of the fiscal

year of adoption — recognizing any previously unrecorded unrealized gains (that were not allowed under the

old impairment-only model) directly in equity. This transition adjustment can be material for companies that

acquired crypto assets at prices significantly below current market value.

SECTION 4

SAFTS, TOKEN WARRANTS, AND PRE-TOKEN FINANCING
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SAFTs and Token Warrants: Financing Before the
Token Exists

Many Web3 companies raise capital before their tokens are created or publicly available through

instruments called SAFTs (Simple Agreements for Future Tokens) or token warrants. These instruments —

analogous to SAFEs (Simple Agreements for Future Equity) in the traditional venture capital world — allow

investors to provide capital today in exchange for the right to receive tokens when they are issued in the

future, typically at a discount to the initial public token price. The accounting treatment of these instruments

is one of the most actively debated questions in crypto finance.

4.1 SAFT Accounting Treatment
A SAFT is a contractual right to receive tokens at a future date, in exchange for consideration paid today.

The accounting question is whether the cash received from SAFT investors should be recorded as: (1)

deferred revenue (if the token represents future platform services the company will provide), (2) a financial

liability (if the company has an obligation to deliver tokens of determinable value), (3) equity (if the SAFT

represents a residual interest in the company), or (4) a contract liability under ASC 606 (if the tokens are the

output of a revenue arrangement with the investor as a customer).

The answer depends on the legal and economic nature of the token that will ultimately be issued. If the

token is a utility token (representing future access to services), the SAFT creates a contract liability /

deferred revenue. If the token is a governance token with no financial return commitment, the treatment is

unclear. If the token is a security, the SAFT is essentially a securities instrument and should be treated as a

financial liability (debt or equity depending on its specific terms). Most conservative accounting advisors

recommend treating SAFT proceeds as a financial liability until the tokens are issued and the specific

accounting for the token type is determined.
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SAFT ACCOUNTING — CONSERVATIVE APPROACH

SAFT Sale: $5,000,000 raised from 10 investors for future utility tokens

At SAFT Closing:

  DR: Cash                          $5,000,000

  CR: SAFT Liability                 $5,000,000

At Token Generation Event (TGE) — tokens issued to SAFT holders:

  Option A (tokens = deferred revenue for future services):

    DR: SAFT Liability               $5,000,000

    CR: Deferred Revenue — Tokens    $5,000,000

    Then recognize revenue as services delivered to token holders

  Option B (tokens are securities / equity-like):

    DR: SAFT Liability               $5,000,000

    CR: Common Stock / APIC           $5,000,000

    No revenue recognized; equity treatment

The choice between Option A and B is the most material accounting judgment

ACCOUNTING ALERT

Token warrants — rights to purchase tokens at a future price, structured similarly to stock warrants —

present additional complexity. If the warrant gives the holder the right to purchase tokens at a fixed price, and

the tokens are securities, the warrant itself may be a derivative under ASC 815 requiring mark-to-market

accounting. Even if the tokens are utility tokens, a warrant to receive tokens at a discount to market price

creates a potential liability that must be measured and reported. Engage specialized accounting counsel —

not generalist Big Four crypto teams, but those with direct derivative and token warrant experience — before

issuing any SAFT or token warrant instrument.

SECTION 5

DEFI YIELD INCOME AND DAO TREASURY MANAGEMENT

DeFi Yield and DAO Treasury: Operating in
Decentralized Finance
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Decentralized Finance (DeFi) protocols — smart contract-based financial systems that enable lending,

borrowing, trading, and yield generation without traditional financial intermediaries — have created new

categories of income that do not map onto any existing GAAP income category. When a corporate treasury

or DAO provides liquidity to a DeFi protocol and earns yield, or when a protocol earns fees from facilitating

swaps and distributes them to token holders, the income recognition, character determination (ordinary

income vs. capital gain), and tax treatment are all genuinely unsettled.

5.1 DeFi Yield Income Recognition
DeFi yield can arise from several mechanisms: providing liquidity to an automated market maker (AMM) in

exchange for a share of trading fees, lending cryptocurrency on a protocol like Aave or Compound in

exchange for interest, participating in yield farming (providing liquidity to earn protocol tokens as rewards), or

staking tokens to validate transactions and earn block rewards. Each mechanism produces income at a

different time, in different forms, and with different tax treatment.

DeFi Income Type Economic Mechanism GAAP Recognition Tax Treatment (IRS Position)

AMM Liquidity
Provision Fees

% of pool trading
volume distributed to
LPs

As earned (periodic;
recognize as fee income)

Ordinary income when received

Lending Protocol
Interest

Interest paid by
borrowers to
depositors

Over time using effective
interest method

Ordinary income; accrual or cash
method

Yield Farming
Token Rewards

Protocol tokens earned
for providing liquidity

At fair value when received
(likely ordinary income)

Ordinary income at FMV when
received (IRS Notice)

Staking Rewards
(PoS)

New tokens earned for
validating blocks

At fair value when received
— ASU 2023-08 if qualifying

IRS: ordinary income when received
(Jarrett case contested)

Liquidity Pool (LP)
Token Gains

Appreciation in LP
token value vs. initial
deposit

Under ASU 2023-08: fair
value at reporting date

Capital gain/loss when LP tokens
redeemed

Impermanent
Loss

Value loss vs. holding
when pool asset prices
diverge

Reduce carrying value of LP
token; recognize as loss

Capital loss treatment contested;
complex analysis needed

5.2 DAO Treasury Management
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A Decentralized Autonomous Organization (DAO) is a blockchain-based organization governed by smart

contracts and token holder voting, without a traditional corporate structure. Many DAOs control significant

treasuries — held in cryptocurrency and protocol tokens — that must be managed for the long-term

sustainability of the protocol. The CFO function in a DAO is performed by a treasury management working

group, often without formal legal entity status, without GAAP financial statements, and without the

institutional protections that a corporate CFO has.

Despite the absence of traditional corporate structure, DAO treasury management requires the same

financial disciplines as any corporate treasury: investment policy, diversification strategy, operating expense

forecasting, grant management (DAOs frequently distribute grants to developers and projects building on

the protocol), and risk management. The primary financial risk for most DAOs is excessive concentration in

their own native token — a token that may decline in value by 80% to 95% in a bear market, potentially

threatening the DAO's ability to fund ongoing operations.

DAO TREASURY SUSTAINABILITY ANALYSIS

DAO Treasury Composition:

  Native Protocol Token (at current price): $180,000,000  (72% of treasury)

  Stablecoins (USDC, DAI):                   $45,000,000  (18% of treasury)

  Other Crypto (ETH, BTC):                   $25,000,000  (10% of treasury)

  Total Treasury Value:                     $250,000,000

Annual Operating Expenses (developer grants, team, infra): $18,000,000

  Funded from stablecoins: $45M / $18M = 2.5 years of stablecoin runway

Bear Market Stress Test (native token -80%):

  Native token value: $180M x 20% = $36,000,000

  Total treasury: $36M + $45M + $25M = $106,000,000

  Stablecoin runway: $45M / $18M = 2.5 years (unchanged; stablecoins protected)

Key Insight: Operating expenses funded from stablecoins; not from native token

  A DAO that funds operations with its native token in a bull market will be

  insolvent when the bear market arrives. Diversify treasury proactively.
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CFO INSIGHT

The most important financial governance decision a DAO can make is establishing a treasury diversification

policy before it needs one. In the 2021–2022 cycle, dozens of well-funded DAOs that held 90% or more of

their treasury in their native token saw their effective operating budget collapse by 80% to 95% as token

prices fell. The DAOs that survived had diversified into stablecoins during the bull market, maintaining 18 to

36 months of operating expense runway regardless of token price. A simple rule: the DAO's stablecoin

holdings should always be sufficient to fund at least 24 months of operating expenses at the current burn

rate. Implement this policy during the bull market, when diversification is easy. Waiting until the bear market

arrives means selling the native token at its lowest price.

SECTION 6

CRYPTO TAX: IRS TREATMENT AND COMPLIANCE

Crypto Tax: The IRS Framework and Its
Complexity

The IRS's treatment of cryptocurrency was established by Notice 2014-21, which held that virtual currency is

property — not currency — for federal tax purposes. This foundational characterization determines how

every crypto transaction is taxed: as a capital asset transaction (subject to capital gains treatment when sold

or exchanged) or as ordinary income (when received as compensation, mining rewards, staking rewards, or

DeFi yield). The capital gains treatment requires tracking the cost basis of every unit of cryptocurrency from

acquisition through disposition — a record-keeping requirement that can involve millions of individual

transactions for an active trading operation.

6.1 Crypto Tax Treatment by Transaction Type

Transaction Type Tax Treatment Rate Key Requirement

Purchase of crypto
with fiat

No taxable event at
acquisition

N/A Record acquisition date and cost basis

Sale of crypto for fiat
Capital gain or loss
(short or long-term)

0%/15%/20%
(LT); ordinary
(ST)

Know original cost basis per unit; FIFO/LIFO/Specific
ID
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Transaction Type Tax Treatment Rate Key Requirement

Crypto-to-crypto
exchange

Taxable event —
gain/loss on crypto
disposed

Same as sale
for fiat

Track FMV of received crypto as new basis

Mining rewards
received

Ordinary income at
FMV when
received

Up to 37%
federal

FMV at time of receipt = ordinary income + new
basis

Staking rewards
received

Ordinary income at
FMV (IRS position;
contested)

Up to 37%
federal

FMV at time of receipt; Jarrett case may modify

DeFi yield / protocol
fees

Ordinary income
when received

Up to 37%
federal

Track FMV of each receipt; high transaction volume

Hard fork / airdrop
received

Ordinary income at
FMV when
received

Up to 37%
federal

IRS Rev. Rul. 2023-14 addresses airdrop treatment

NFT sale (creator)
Ordinary income
(created, not
invested)

Up to 37%
federal

Not capital gain if creator; investment NFTs may
differ

NFT sale (investor)
Capital gain/loss on
appreciation

LT: 0%/15%/2
0%/28%
(collectibles)

NFTs may be 'collectibles' subject to 28% max rate

6.2 Crypto Cost Basis Accounting Methods
Tracking the cost basis of cryptocurrency holdings is the most operationally demanding aspect of crypto tax

compliance. Unlike stocks traded through a broker (where the broker tracks cost basis and issues Form

1099-B), cryptocurrency transactions are often self-custodied, occur across multiple wallets and exchanges,

and involve thousands of micro-transactions. The IRS allows several cost basis methods for cryptocurrency:

FIFO (first-in, first-out), specific identification (if the taxpayer can identify which specific units are being sold),

and average cost (for cryptocurrency, this is debated and not universally accepted).

Specific identification — identifying exactly which units are being sold and their precise acquisition cost and

date — generally produces the most favorable tax outcome because it allows the taxpayer to selectively

dispose of high-basis units first (minimizing gains) or long-term units first (reducing the tax rate). To use

specific identification, the taxpayer must document the specific units being disposed before or at the time of

disposal, using blockchain transaction records. Cryptocurrency tax software (CoinTracker, Koinly, TaxBit)

automates much of this tracking but requires consistent and complete transaction data from all wallets and
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exchanges.

CRYPTO COST BASIS TRACKING EXAMPLE (FIFO VS. SPECIFIC ID)

Holdings: 5 BTC acquired in three lots:

  Lot 1: 2 BTC @ $20,000 each = $40,000 (Jan 2022; long-term eligible Aug 2023)

  Lot 2: 2 BTC @ $55,000 each = $110,000 (Dec 2022; long-term eligible Dec 2023)

  Lot 3: 1 BTC @ $65,000 each = $65,000 (Mar 2024; short-term)

Sell 1 BTC at $70,000 in September 2024:

  FIFO Method: Sell Lot 1 first (oldest)

    Proceeds: $70,000 | Basis: $20,000 | Gain: $50,000 (Long-term)

    Tax at 20%: $10,000

  Specific ID: Select Lot 2 (highest basis)

    Proceeds: $70,000 | Basis: $55,000 | Gain: $15,000 (Long-term)

    Tax at 20%: $3,000  -> $7,000 tax savings vs. FIFO

  Specific ID selecting Lot 3: Short-term; $5,000 gain at ordinary rates

    Tax at 37%: $1,850  -> Worst outcome despite lowest gain

SECTION 7

STABLECOIN MECHANICS AND ACCOUNTING

Stablecoins: The Financial Infrastructure of the
Crypto Economy

Stablecoins — digital assets designed to maintain a stable value relative to a fiat currency, typically the US

dollar — are the financial infrastructure that makes the crypto economy function. Without stablecoins, every

crypto transaction requires converting between volatile cryptocurrencies and fiat, incurring friction, delay,

and cost. With stablecoins, DeFi protocols can offer loans, savings, and payments denominated in stable

value. The CFO of any business that operates in the crypto economy must understand stablecoin

mechanics and their accounting implications.
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7.1 Stablecoin Types and Accounting

Stablecoin
Type

Mechanism Accounting (Holder) Accounting (Issuer) Key Risk

Fiat-Backed
(USDC, USDT)

1:1 fiat reserves held in
bank/money market

Cash equivalent if held
<3 months; or
short-term investment

Financial liability
(redemption
obligation) + reserve
assets

Depeg risk if
reserves insufficient;
regulatory risk

Crypto-Backed
(DAI)

Over-collateralized
crypto deposited in
smart contract

Crypto asset (ASU
2023-08); not cash
equivalent

Decentralized;
protocol has
contingent liability

Collateral value drop
= undercollateralizati
on

Algorithmic
(partially)

Smart contract supply
adjustments to
maintain peg

Treat as crypto asset;
high risk of depeg
(Terra/LUNA)

Protocol liability;
extremely risky

Depeg and collapse
risk (TerraUSD
failure)

Central Bank
Digital (CBDC)

Government-issued
digital currency

Likely treated as cash (
government-guarantee
d)

Central bank liability;
government reserve
backing

No meaningful
default risk;
regulatory in design

7.2 USDC and Fiat-Backed Stablecoin Accounting
USDC (USD Coin), issued by Circle, is the most widely used fiat-backed stablecoin for corporate and

institutional use. Circle holds US dollar reserves backing every USDC in circulation in short-duration US

Treasuries and money market funds. For corporate holders of USDC, the accounting treatment under

current GAAP depends on the intended holding period and the nature of the underlying reserves. USDC

does not qualify as cash or a cash equivalent under ASC 230 because it is not legal tender and not issued

by a bank or sovereign government. It is most accurately treated as a short-term financial asset — either a

trading security or an available-for-sale security — measured at fair value.

Under ASU 2023-08, if USDC meets the definition of a qualifying crypto asset (fungible, secured through

cryptography, residing on a distributed ledger, and not providing a claim on an underlying asset), it would be

subject to fair value measurement with changes recognized in net income. However, USDC's design

intention is to always trade at $1.00 — any deviation from $1.00 (a 'depeg') is a credit event, not a normal

market fluctuation. The CFO holding USDC should monitor the peg closely and have contingency plans for

rapid conversion to fiat if the peg shows signs of instability.

SECTION 8

COMPLETE WEB3 AND CRYPTO METRICS FRAMEWORK
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The Web3 and Crypto CFO Metrics Framework

The Web3 and crypto metrics framework spans three domains: on-chain protocol health (the technical and

economic health of the underlying blockchain protocol), financial performance (the company's or DAO's

financial position and performance), and tax and compliance health (the state of the crypto tax and

regulatory compliance program). All three are essential and all three interact in ways unique to this model.

8.1 On-Chain and Protocol Metrics

Metric Formula / Definition Benchmark / Target

Total Value Locked (TVL)
Total value of assets deposited in a DeFi
protocol

Primary DeFi protocol health metric; track vs.
market share

Daily Active Addresses
(DAA)

Unique wallet addresses active on chain
per day

Rising = protocol adoption; compare to
historical trend

Transaction Volume
(on-chain)

Total value of transactions settled on
chain per day

Rising = economic activity growing; key for
fee income

Protocol Revenue
Total fees collected by protocol from
users

Track as multiple of development costs for
sustainability

Token Holder Distribution
% of supply held by top 10, 100, 1000
wallets

Rising concentration = governance
centralization risk

Token Velocity
Transaction Volume / Market Cap (or
circulating supply)

Low velocity = holding behavior; high =
speculative trading

Network Hash Rate /
Validator Count

Computational security of the network
Rising = network becoming more secure and
decentralized

8.2 Financial and Treasury Metrics

Metric Formula / Definition Benchmark / Target

Treasury Value (total)
FMV of all treasury assets at current
prices

Track at cost + unrealized gain/loss
separately

Stablecoin Runway
Stablecoin balance / Monthly operating
expenses

>24 months minimum; >36 months target
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Metric Formula / Definition Benchmark / Target

Native Token
Concentration

Native token value / Total treasury value <50% target; >70% creates sustainability risk

Protocol Revenue /
Operating Costs

Protocol fee income / Annual operating
expenses

>1.0x = protocol is self-sustaining

Crypto Asset Fair Value
(ASU 2023-08)

FMV of qualifying crypto assets at
reporting date

Disclose per required ASU 2023-08 tabular
format

Unrealized Gain / Loss on
Crypto

Current FMV - Cost Basis (for tax
planning)

Track FIFO, LIFO, and Specific ID scenarios

DeFi Yield APY
(effective)

Annualized yield earned on deployed
treasury assets

Compare to risk-free rate; risk-adjusted
benchmark

8.3 Tax and Compliance Metrics

Metric Formula / Definition Benchmark / Target

Cost Basis Completeness
Transactions with documented cost
basis / Total transactions

>99% required for accurate tax filing

Tax Lot Count (open
positions)

Number of open tax lots across all
wallets/exchanges

Track; large numbers require specialized
software

Estimated Tax Liability
(current year)

Realized gains YTD x applicable rate Track quarterly; fund estimated tax payments

Unrealized Capital Gain /
Loss

Current FMV - Cost Basis for open
positions

Tax planning input; harvest losses where
appropriate

Token Classification
Documentation

% of token types with written
legal/accounting opinion

>90% of material token positions should be
documented

CbCR / FBAR
Compliance

Foreign account / exchange reporting
current

FBAR required if foreign exchange accounts
>$10K

SECTION 9

WEB3 AND CRYPTO CFO OPERATING CHECKLIST

The Web3 and Crypto CFO Checklist
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Accounting and Financial Reporting
• ASU 2023-08 adoption completed: qualifying crypto assets identified; fair value measurement

implemented; required tabular disclosures prepared for each reporting period; transition adjustment to

retained earnings calculated.

• Token issuance accounting policy documented with written legal opinion (securities law classification)

and auditor concurrence (GAAP treatment): utility token = deferred revenue; security = equity/liability;

governance token = document specific position.

• SAFT and token warrant accounting policy documented: proceeds recorded as SAFT Liability until

TGE; post-TGE treatment documented based on token type; derivative analysis completed for warrants.

• DeFi yield income recognition policy documented: each yield type (AMM fees, lending interest, staking

rewards, yield farming) assessed separately; income recognized at FMV of crypto received.

• DAO treasury financial statements prepared (even if informal): quarterly balance sheet showing all

asset types at FMV; cash flow statement showing grants paid, expenses, and investment activity.

Tax Compliance
• Cost basis tracking software implemented across all wallets and exchanges: complete transaction

history imported; FIFO and specific identification scenarios modeled annually.

• Quarterly estimated tax payments made: realized gains calculated at each quarter-end; estimated tax

payments submitted by IRS deadlines (April 15, June 15, September 15, January 15).

• FBAR (FinCEN 114) filed if aggregate foreign exchange account balances exceed $10,000 at any

point during the calendar year: deadline April 15, auto-extended to October 15.

• Form 8949 and Schedule D prepared for all crypto disposals: every sale, exchange, and

crypto-to-crypto transaction reported; cost basis method documented and applied consistently.

• Staking and DeFi yield reported as ordinary income: FMV at time of receipt documented using

blockchain records; Form 1099-DA compliance monitored as broker reporting rules expand.

• Token classification opinion obtained for any material new token position: securities law opinion +

accounting memo completed before issuance or material acquisition.

Treasury and Risk Management
• DAO / corporate treasury diversification policy maintained: stablecoin balance sufficient for ≥24 months

of operating expenses; native token concentration below 60% of total treasury value.

• Stablecoin counterparty risk monitored monthly: reserves attestation reviewed for fiat-backed

stablecoins; peg deviation alerts set at 0.5% and 2.0% thresholds.
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• Crypto asset custody policy documented: hot vs. cold wallet segregation; multi-signature authorization

required for material transactions; key management procedures documented and tested.

• Insurance coverage assessed for crypto custody risk: crime insurance, cyber insurance, and (where

available) crypto custody insurance reviewed annually against portfolio value.

Closing Perspective: The Web3 CFO at the
Frontier

Web3 and crypto finance is the only domain in this series where the CFO is genuinely operating at the

frontier of unsettled law, unsettled accounting standards, and unsettled regulatory frameworks

simultaneously. This is simultaneously the most intellectually demanding and the most professionally risky

environment a CFO can occupy. Every accounting policy election is a judgment call made in the absence of

definitive guidance. Every tax return involves positions that may be challenged and may not survive IRS

scrutiny. Every token issuance requires navigating SEC enforcement risk that has ended companies and

careers.

The discipline that separates Web3 CFOs who build durable, trustworthy financial organizations from those

who do not is documentation. Document every accounting policy and the reasoning behind it. Document

every tax position and the authority supporting it. Document every token classification and the legal opinion

that supports it. Document the DAO treasury policy and the governance process through which it was

adopted. In an environment where the rules are uncertain, the quality of the decision-making process — and

the documentation of that process — is the primary protection against regulatory challenge, investor

litigation, and professional liability.

FASB ASU 2023-08 is the beginning of crypto accounting standardization, not the end. The FASB has

signaled that additional standards covering token issuance, NFTs, and DeFi activities are on the research

agenda. The IRS continues to issue guidance on crypto tax treatment, including Rev. Rul. 2023-14 on

airdrops and the ongoing Jarrett litigation on staking rewards. The CFO who monitors these developments,

who engages with the standard-setting process through public comment, and who updates their accounting

policies proactively as guidance evolves is the CFO who builds the financial infrastructure that the Web3

economy ultimately needs to achieve mainstream institutional adoption.

Part 26 — the final installment of this series — provides the Master Summary, a comprehensive

cross-model comparison of all 25 business models, and the complete Metrics and Formulas Compendium:

every metric, every formula, and every benchmark from all 25 parts organized alphabetically and by
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category for use as a permanent reference by Systems CFOs.

End of Part 25: Web3 / Token / Crypto-Native Business | Financial Architecture of Different Business Models

eFuturesCFO | The Systems CFO Platform | efuturescfo.com
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