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Abstract 
 

The paper aims to identify a suitable method of accounting for crypto-asset under the current International 

Financial Reporting Standards (IFRS) and its implication for financial reporting. To achieve this, the paper 

surveyed and synthesized the relevant literature on the subject matter by analyzing the work of previous scholars 

using descriptive and content analysis of the documented texts and scholarly articles. The findings of the study 

from the content analysis revealed that there exists a divergent view by experts in the field on how crypto assets 

should be accounted for as there is no specific standard that spelt out its treatment in the current IFRS or the 

International Accounting Standard (IAS) as a guide. Hence, the study considered IAS 2 inventories held for sale 

as relevant for accounting for the crypto asset. The reasons therein were also highlighted. Therefore, the study 

recommends that the standard setters and relevant professional accounting bodies around the globe work out new 

standards to incorporate its disclosure and measurement. 
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1. INTRODUCTION 

 

Crypto Asset is interchangeably used with a cryptocurrency to denote a digital currency that provides alternative 

means of payment that use a decentralized ledger to secure transactions electronically without a formal banking 

system or central government invalidating the issuance and regulating its uses a result of the increasing need for 

online business transactions. Thus, the invention of artificial intelligence in the twenty-first century brought about 

an innovation in modern technology and rapidly changed the structures, operations and policy implications of the 

global monetary systems. Consequently, this development affects the current status of accounting as a profession 

and pose a more significant challenge for the contemporary accounting theory and practice, which invariably 

became a topic of discourse among users of accounting information on the suitability of accounting for crypto-

asset under the current IFRS framework (Procházka, 2018; Todorova, 2019).  

 

The proponents of cryptocurrency, such as Nakamoto (2008), Houben and Snyers (2018), Lee and Deng (2018), 

among others, believe that the main advantage cryptocurrency offer is that it modifies the current methods of 

payment system over the traditional monetary system. Accordingly, it equally enhanced the operational efficiency 

and ensured the utmost security and verifiability of the transaction in question. In contrast, Procházka (2018) and 

Kostiantchenko, Malinovska, and Mamonova (2017) argue that cryptocurrency is an emerging issue in this 

technological era. Hence, investors and practitioners and other stakeholders should be cautioned on its usability as 

there are no guidance, regulation, and legislation to that effect. 
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Nakamoto (2008) further added that some economic agents are acquiring crypto-currencies to process online cash 

transactions and invest, which in return realize future capital gains. However, as individuals and companies are 

inspired to invest in the crypto-assets, the more glaring question to accountants is how to account for the financial 

statement? Research on accounting for crypto-assets are still limited in scope, and an infancy stage, as revealed 

by the existing literature. Prior studies such as Charfeddine and Maouchi (2019), Liang, Li, Chen and Zeng (2019), 

Phillip, Chan, and Peiris (2019) mainly dwelt on the technical aspects of crypto-assets, the future implication of 

the world financial markets, economic perspective and its substance over form, the evaluation of its accounting 

treatment are somewhat neglected. 

 

Therefore, from the preceding, a scanty study addresses the accounting treatment of crypto-assets and its 

implication on the firm’s financial reporting. Hence, this paper attempts to analyse and synthesise the existing 

literature on this topical issue of discourse. Therefore, this study attempts to contribute practically to the existing 

literature on crypto-assets by providing analytical insight in simplifying the current understanding of the 

accounting treatment and its implication in financial reporting. The study also extends the existing literature on 

crypto-assets by providing further conceptual clarification. There has been a widespread belief that cryptocurrency 

is digital fraud, but recent studies have confirmed the inaccuracies.  

 
2. LITERATURE REVIEW 

 
You (2018) affirms that the modern financial system is developing in a dead-end direction due to globalization 

and advancement in technology, hence the emergence of cryptocurrency as an evolutionary stage in developing 

the world payment system. The use of cryptocurrency and its derivatives in practice could affect the world payment 

system and the world financial market from within. Thus, based on the blocking technology used in the derivation 

of crypto-assets, a modern financial system can be restructured to overcome the perceived deficiency. 

 

Nowadays, high profile individuals and cooperative entities such as Amazon, Microsoft, MasterCard, PayPal and 

other blue chips companies seek alternative means of meeting their financial obligations other than the 

conventional banking system (Fomina, Moshkovska, Avhustova, Romashko and Holovina 2019; Nakamoto, 

2008). Hence, the advent of electronic payments such as cryptocurrencies became necessary without any central 

authority stepping in to mediate the transaction and guarantee its authenticity. However, the Central bank and 

other state authorities mostly refuse to acknowledge them as money.  

 

Crypto assets are becoming emerging and contemporary issues in accounting, as there is no guidance under the 

current IFRS for its recognition, measurement, and disclosure. This innovation may push capital and money 

market regulators and tax authorities across the globe to step in for its exposure draft. McCabe (1989) and Ram, 

Maroun and Garnett (2016) observed that Crypto-currencies meet the second function of money, “store of value”. 

However, some jurisdictions have not yet recognized it, which poses additional challenges—Crypto-assets as a 

new phenomenon and investment portfolio. The prices are volatile and subject to steep increases and rapid 

declines. 

 

Furthermore, their intangible (digital) nature raises severe doubts about their real (intrinsic) value. It boosts, thus, 

the magnitude of price fluctuations. Crypto-assets are becoming increasingly common, from the accounting 

perspective, contrary to the challenges, crypto-assets also offer the potential for development, as notably observed 

by Fayez Choudhury, the CEO of the International Federation of Accountants, stated: 

“Bitcoin poses opportunities to strengthen and expand the scope of what accountants do and how 

 we do it” (CAANZ, Maciel, 2019, p. 26). 

 

The study further suggests that accounting firms could expand their business advisory services. The profession 

could develop new standards to incorporate its disclosure and measurement. Consequently, they could also exploit 

the first-mover advantage by offering services that meet the tax and other legal regulations as anti-money 

laundering and counter-terrorism financial rules (Stancheva, 2019).  

 

Therefore, from the preceding, Crypto-asset can be defined as a digital asset or currency that can be traded for 

goods or services and whose presence only exists in digital form, which can be transferred between digital 

addresses. In other words, it could be viewed as a digitally-encrypted, decentralized currency with unique 

characteristics that make it an unorthodox market, causing a lot of volatility in its price (Lerer, 2019). Thus, crypto-

asset as a new phenomenon in accounting is defined by Lerer (2019) as; 

“A crypto-currency is a digitally-encrypted, decentralized currency that is not connected to nor 

controlled by any government or central bank, unlike traditional currencies such as the US 
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dollar (issued by the Federal Reserve), euro (European Central Bank), or Japanese yen (Bank 

of Japan), among many others”. 

 

The invention of cryptocurrencies can also affect accounting, particularly in two areas. Firstly, blockchain 

technology will probably affect how accounting transactions can be recorded and verified because of the absence 

of asset classification, for example, by auditors while carrying out their Audit work. Secondly, cryptocurrencies 

are used by companies in their daily business. As such, they should be accounted for and presented in their 

financial statements. With this new phenomenon, accounting standard-setters lag in delivering accounting 

guidance (Procházka, 2018).  

 

Looking at it from the retrospective view, crypto-assets offers investment opportunities. The accountants’ priority 

should be to work out the proper accounting treatment because of the many unresolved accounting and financial 

reporting issues such as asset classification, accounting for the mining transactions, holding crypto-assets as an 

investment, exchange transactions and merger and acquisition process (Rainborn and Sivitanides, 2015). The 

problem comes from the lack of pronouncements on the crypto-asset of the standards-setting bodies like the 

International Accounting Standards Board and the U.S. Financial Accounting Standards Board. 

 

Accordingly, another area of concern is taxation, as tax guidance differs from jurisdiction to jurisdiction. The rules 

are very confusing for accountants, who look for an adequate regulatory base for digital currencies' accounting 

and financial reporting treatment. Developing standards or another type of official pronouncement requires urgent 

attention to be accorded for by stakeholders such as academics, practitioners, researchers, and policymakers.  

 

Studies by Fomina, Moshkovska, Avhustova, Romashko and Holovina (2019) affirm that cryptocurrency is not 

accepted by countries like Japan, China, Bolivia, and Switzerland, among other developed economies, as a result 

of the price volatility, risks, and uncertainty associated with cryptocurrency. In contrast, in some countries such 

as Ukraine, the government has provided a legal framework for cryptocurrency and regulates these effects. In 

regulating such instruments, other ministry roles were spelt out. Hence, cryptocurrency was recognized as a 

financial instrument (Avhustova & Zakrevska, 2018). 

 

Ya (2017) affirms that the modern financial system is developing in a dead-end direction due to globalization and 

advancement in technology, hence the emergence of cryptocurrency as an evolutionary stage in developing the 

world payment system. The use of cryptocurrency and its derivatives in practice could affect the world payment 

system and the world financial market from within. Thus, based on the technology of the block in the derivation 

of crypto-assets, a modern financial system can be restructured to overcome the perceived deficiency. 

 

Cryptocurrency could either be accounted for in the financial reporting as financial instruments under IFRS 9 

(effective date 2018), as Inventories (IAS 2), as Cash (IAS 7) or as Intangible Asset (IAS 32). A critical look at 

IFRS reveals the following: 

 
Table 1: Summaries the Accounting Treatment of Crypto-asset in Financial Reporting 

Assets  Explanation   

Cash  Lack of general acceptance of any cryptocurrency as a means of payment. 

A significant level of volatility in their value. 

They are not issued or back by any Government. 

 

Cash Equivalents  A significant risk of changes in value. 

Not a highly liquid asset. 

Not readily convertible into a known amount of cash. 

It cannot be deposited for saving purposes. 

It cannot be “cashed” or obtained at most ATMs. 

 

Financial instruments  It does not give the holder a contractual right or obligation to receive cash or another financial  

asset. 

Cryptocurrency derivatives are a particular issue. 

 

Inventory  Inventories do not need to be in a physical form but do need to be held for sale in the 

 ordinary course of business.  

However, cryptocurrencies may not be traded frequently enough such that trading activity  

would be an entity’s ordinary course of business. Bitcoins would fail the definition of inventory  

unless this test is met. 

 

 

 

Source: Adapted from Todorova (2019). 

 

From Table 1, IFRS 9 financial instrument by definition is any contract that gives rise to a financial asset of one 

entity and a financial liability or equity instrument of another entity. Furthermore, by extensions, financial 

instruments are categorised into four, namely, financial assets, financial liabilities, capital equity and debt (Kaplan, 
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2008). The crypto-assets did not meet a financial instrument's essential features or definition as required by IFRS 

9. A financial instrument may mean a financial asset to one party and a financial liability to the other party. 

However, crypto-assets does not give the holder a contractual right to act in that respect. Thus, crypto-assets is 

outside the scope of IFRS 9 and cannot be treated as such. 

 

IAS 2 Inventories (goods held for business) an inventory is defined as assets held for or for production or in the 

form of material supply to production (Emilewoolf, 2011). Thus, does cryptocurrency meet the definition of 

inventories? A critical look at the features of IAS 2 further states that when intangible assets are held for sale in 

the ordinary course of business, they could be applied as inventories. The disclosure requirements also state that 

sufficient information should be provided to understand the phenomenon's economic event. Therefore, from the 

previous, one could argue that crypto-assets attributes fall outside the scope of intangible assets or inventories 

simply because it lacks material form. Another challenge is the method of valuation. Hence, crypto-asset does not 

possess the attributes of intangible assets and cannot be accounted for under IAS 2 as inventories held for sale in 

the ordinary course of business. 

 

In contrast, to substantiate the findings of the IFRS interpretation committee (2019) who believe that crypto-asset 

should be accounted under IAS 2 accounting for inventories by taking into cognizance of the findings and 

interpretation of the technical committee of the IFRS that if the sale of crypto-assets is the principal activity of the 

business undertaking, then IAS 2 is expedient to account for it and further supported by IAS 38 for its valuation 

as cost model or revaluation model. Does the revaluation method also pave the way to ask whether there is an 

active market for crypto-currency with sufficient information as required by IFRS 13? Thus, Procházka (2018) 

confirms an active market for a cryptocurrency with sufficient information and the frequency of transactions to 

provide pricing policy ongoing concern basis. Hence, this is a suitable method to reflect the accounting treatment 

of crypto-asset in financial reporting. 

 

2.1 Historical Evolution of the Crypto asset 

 

Crypto asset was first created by USA Programmer under the pseudonym “Satoshi Nakamoto” in 2008. There are 

many cryptocurrencies in existence nowadays, for example, Bitcoin. Litecoin, Ethereum, Ripple, and Dash 

(Todorova, 2019). However, Bitcoin is the first and the most popular and notable. In October 2008, its inventor, 

the programmer (or programmers), published a research paper online criticizing some weaknesses of the modern 

financial system. The transaction costs and mode of payment associated with fraud and personal data leakages 

risks were avoidable using an electronic payment system based on cryptographic proof. This system allows “any 

two willing parties to transact directly with each other without the need for a trusted third party”. One year later, 

in October 2009, the first exchange rate for Bitcoin was established. After a few months, in July 2010, the Mt. 

Gox currency exchange market was opened. In November of the same year, Bitcoin market capitalization reached 

$1 million. Only half a year later, it grew exponentially to $206 million.   

 

Since then, many turbulent shifts in Bitcoin price and market capitalisation have registered. Many other crypto-

currencies were introduced in the market, and their number is currently exceeding 2000. There is competition 

among them, but still, Bitcoin is dominating the market with its share of 52.6 per cent. Тhe market capitalization 

of all cryptocurrencies as of 13 February 2019 is depicted in chart 1 below. Other popular cryptocurrencies, 

including Ethereum, Bitcoin Cash, Litecoin, Ripple, and Monero, are very competitive. Their values are also 

determined by their supply and demand and their prices with high volatility. 

 

The number of users and retailers accepting “digital” currencies increases progressively. For instance, over 36,000 

businesses currently accept Bitcoin as legitimate currency using their digital wallet. Their benefits of moving to a 

Bitcoin system include lower transaction fees, instantaneous transfer, international competitiveness, fraud 

prevention, and reduced liability.  

 

Despite the unarguable benefits of using cryptocurrencies in their operations, consumers are still resistant to this 

“virtual” money. Many factors contribute to their lack of trust and hesitation. The collapse in 2014 of the Mt. Gox, 

the Japanese Bitcoin Exchange and the customers who lost almost $400 million of funds, the threat of hacking 

and stealing details of Bitcoin wallets, the lack of privacy due to the ability to trace the IP address are only a few 

of the risks associated with the cryptocurrencies. The main issue is that there is no universal infrastructure despite 

the various efforts of some national governments to overcome these problems and gain control over Bitcoin 

transactions by providing specific regulations and addressing tax implications and other challenging issues 

(Rainborn & Sivitanides, 2015). 

The process of value creation by Bitcoin is unique and is embedded in its scarcity. Because the limited supply of 

Bitcoins in existence will never exceed 21 million, after processing every “block”, fewer Bitcoins could be created 
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in the future. Thus, an artificial shortage is created and subsequently – value. Some proponents argue that a 

particular system should be created to sustain the Bitcoin value in time.  

 

3.   METHODOLOGY 

 

In other to achieve the stated objective of the study, the paper used interpretive and analytic approaches from the 

scholarly articles and publications which were drawn from the available literature on the subject matter, to find 

out the convergent and divergent where possible in the literature with content analysis in other to ascertain a 

suitable treatment of cryptocurrency in the financial statement. The IFRSs and IASs were also used as a theoretical 

reference in assessing the suitability of accounting for cryptocurrency and its implication for financial reporting. 

 

4.   DISCUSSION OF FINDINGS 

 

From the literature review, it is evident that there were divergent views by experts in the field on the suitability of 

accounting for the crypto asset. To some, it is an investment opportunity. As such, it should be accounted for in 

line with IAS 32. In contrast, other scholars advocate for the accounting treatment of crypto-asset as financial 

instruments IFRS 9. Some proponents of crypto-asset also view it as IAS 2 inventories held for sale, whereas, to 

others, it is IAS 7 Cash. Therefore, from the previous, the study aligns its findings with Procházka's (2018) 

assertion that accounting for crypto-asset should be accounted for following IAS 2 accounting for inventories held 

for sale. Thus, the valuation should also be accounted for at a lower cost and net realizable value. The implication 

of not reporting crypto-asset in the financial statement due to lack of assets classification may be tantamount to 

misrepresentation of facts. The main aim of financial reporting is the faithful presentation of financial information 

to users of accounting information to aid their decision. As such, it is material to report a crypto-asset.  

 

5.  CONCLUSION AND RECOMMENDATIONS 

 

This paper analyses the suitability of accounting for crypto-asset recognition, measurement, and disclosure, as 

well as its implication for financial reporting. As the paper is conceptual, it uses the accounting policy and 

procedures prescribed in the current IFRS and IAS to deduce its logical conclusion. The paper concludes that the 

appropriate accounting treatment of crypto-asset is IAS 2 accounting for inventories by taking into cognized of 

the findings and interpretation of the technical committee of the IFRS that if the sale of a crypto asset is the 

principal activity of the business undertaking, then IAS 2 is expedient to account for it and further supported by 

IAS 38 for its valuation as cost model or revaluation model. In conformity with Procházka (2018), which confirms 

an active market for a crypto currency with sufficient information and the frequency of transactions to provide 

pricing policy on an ongoing basis. Hence, this is a suitable method to reflect the accounting treatment of crypto 

assets in financial reporting. 

 

5.1  Policy Implications 

 

The study is relevant to different users of accounting information, such as academicians, practitioners, researchers, 

and policymakers. The global and international Accounting bodies would find it a relevant source of material in 

forming their opinion on accounting for the crypto-asset and its implication for financial reporting. 

 

5.2  Research Limitations and Suggestion for Further Studies 

 

This review paper collates scholarly articles on the accounting treatment of crypto-assets and their implications 

on financial reporting. Scholarly articles in the form of a refereed journal, conference proceedings, symposium, 

IFRS regulation, and revised IAS were used as a basis to conclude the findings therein. Hence, this research cannot 

be attributed to empirical data to justify its findings. For this reason, it poses a limitation. Therefore, the study 

recommends further research to investigate how crypto-asset affects audit works and government revenue in the 

form of taxation. 
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