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Introduction 

Tan and Low (2017) explain that crypto assets and the technology that facilitate it have made it 

possible to digitise various physical objects, and advantages of digitisation. For example, easy 

transfer and access, has made crypto assets to evolve from an obscure curiosity to a technology 

proliferating into various business applications. Due to the rapid changing of technology, crypto 

assets are evolving fast and these transformative technologies have been noticed by individual 

countries and international standard setters. A case in point, in 2015, IASB requested IRFS 

Interpretations Committee to propose how crypto assets should be accounted for under the 

current IFRS standards. Against this background, this essay seeks to discuss how suitable the 

current IASB standards are in accounting of crypto assets. 

Definition of A digital company and a Crypto asset 

According to Lopez (2014) a digital company is an organisation that uses technology to create 

more value in its customers and clients experiences and both in internal and external operations 

and as a result experiences a competitive advantage over other companies that have not adopted 

technology. The term refers to digital-only brands that incorporate digital technology in their 

business models such as Amazon, and other traditional businesses that have transformed their 

operations using digital technologies. In addition, Lopez (2014) postulates that digital companies 

have a competitive advantage over other companies since they use technology to increase 

growth, sales and performance in ways that are not possible with traditional models. 

Furthermore, as a result of more companies using technology to gain competitive advantage and 

Information Technology growing at unprecedented rate since the 1990s with the invention of 

internet, a different class of asset arising from distributed ledger technology (blockchain) called 

crypto asset has emerged. Crypto assets are cryptographically secured representations of 



2 
 

contractual rights or value, and are different from traditional assets since they are stored on a 

blockchain instead of through a depository or a central bank (ECB, 2019). Cryptocurrencies for 

example bitcoin and ether are the best understood examples of crypto assets, but since the 

technology continues to evolve, new types of assets continues to be produced which are 

commonly referred to as tokens (Prochazka, 2018). 

However, Raiborn and Sivitanides (2015) assert that this technology is still in its early age of 

development and as such not widely accepted. Further on, as a result of it being slower in the 

sense that it cannot be readily converted to goods and services, and being expensive than the 

traditional currencies, Some institutions  like the Bank of England prefer to regard them as 

crypto assets instead of  cryptocurrencies. In addition, some stakeholders argues that in a good 

number of cases, Crypto assets have fostered a challenge to long established acceptable beliefs 

about money and investing, and as a consequence raised concerns about how they should be 

suitably be accounted for in preparation of financial reports. 

Accounting of Crypto assets under IASB standards   

PWC (2019) explain that IFRS Interpretation Committee (IFRS IC) published a report and 

submitted it to IASB in 2019 on how anyone reporting under IFRS should apply current 

standards in accounting of cryptocurrencies (a subset of crypto assets). IFRS IC postulated that 

cryptocurrencies falls under the definition of intangible assets as defined under IAS 38 since it 

can be separated from the holder and transferred or sold individually. Further on, the committee 

pointed out that it is an intangible asset not a monetary asset since its holder has no right to 

receive fixed/ determinable number of currency units. Moreover, the committee concluded that 

cryptocurrencies are to be accounted for as per IAS 38 unless in the ordinary operation of a 

business, they are held for sale, whereby they would be accounted for under inventories as per 
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IAS 2. Against this backdrop, this part of the essay will discuss how IFRS IC happened to come 

up with the above proposals, and by so doing explain whether the current IASB standards are 

appropriate for crypto assets.  

Before considering if a certain IFRS standard may apply to crypto currencies, we have first to 

address the issue whether they fall under the definition of an asset as stated by IASB. IASB 

defines an asset as a present economic resource that is controlled by an organisation as a result of 

past events (IFRS, 2019). An economic resource in this case is defined as a right with potential 

of producing economic benefits. Assuming this definition is met, the standards in table 1 below 

provide guidance on how accounting of assets of various classes is to be addressed. The table 

also shows how crypto assets are to be treated under IFRS. 

Table 1: IFRS Treatment for Cryptocurrency 

Standard Categorisation Acceptable or Not 

(under IFRS) 

IAS 7 Cash No 

IAS 9 Financial asset No 

IAS 32  Non- Cash financial asset No 

IAS 38 Intangible Assets Yes 

IAS 2 Inventories Yes 

Source: Author 

Based on the Standard on table 1 above, the suitability of IASB standards will be discussed. 

Firstly, ACCA (2019) recognise that at first it may appear that cryptocurrencies are to be 

accounted for as cash since they are regarded as a form of a digital money. However, they cannot 

be accounted for as equivalent to cash as defined in IAS 7 and IAS 32 since they are not capable 
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of being readily exchanged for any service or good. Despite the fact that many businesses are 

accepting digital currencies as form payments, they are not to a large extent accepted as a 

medium of exchange and not legal tender. Further on, IAS 7 defines cash equivalents as highly 

liquid short-term investments with insignificant risk of fluctuation in value. Conversely, 

cryptocurrencies are subject to significant volatility and as such does not appear to represent 

cash/ cash equivalents to be accounted for as per IAS 7 (KPMG, 2019).   

However, there are some who argue that cryptocurrencies are designed with the purpose of being 

used as a medium of exchange and there are some entities doing exactly that using 

cryptocurrencies. Moreover, there are others who pin point that cryptocurrencies can be 

converted to cash online in less than 90 days and as such, if an entity is using them as an 

investments and converting them in less than 90 days to cash, it could be considered cash 

equivalent and thus accounted for in accordance with IAS 7 and IAS 32 (Ram et al., 2016).  

Secondly, IFRS (2019) elucidate that intuitively, cryptocurrencies may appear they should be 

accounted as financial assets as per IAS 9. However, they fail to meet the definition of financial 

instrument as they do not represent cash, equity or a contract whereby an obligation is 

established to receive/ deliver cash, and as such should not be accounted for as financial asset. 

Conversely, Raiborn and Sivitanider (2015) explicate that entities are using cryptocurrencies the 

same way they use other financial instruments. Further, equity investments just like 

cryptocurrencies are indefinite and long-term and fluctuate in value due to factors such as 

demand and supply. 

Thirdly, Prochazka (2018) sustains that the most recommended approach of accounting for 

cryptocurrencies by financial stakeholders and IFRS IC is for it to be accounted under intangible 

assets in accordance with IAS 38. This is mainly due to the fact that cryptocurrency as an asset 



5 
 

lacks physical substance. Moreover, intangible asset is a very broad category and different things 

that a company owns can fall under it. Similarly, non-physical assets owned by an organisation 

are all put into the same category and as such, crypocurrencies fits well in this category (PWC, 

2019). 

Despite IAS 38 standard being the widely advocated for by IFRS, some financial experts remain 

sceptical. Tan and Low (2017) reinforce that cryptocurrency works in a very different way when 

compared to other intangible assets, most notably being the fact that their main purpose is to be 

used as a medium of exchange whereas most intangible assets are not used for this purpose. This 

view is in consonance with Ram et al. (2016) submission that companies are using 

cryptocurrencies in ways that do not reflect the generally accepted use of intangible assets. 

Nonetheless, these reasons do not disqualify them to be accounted as intangible assets, but since 

intangible assets are not used as medium of exchange, the IASB classification ought to be 

updated in order for it to be suitably applicable.    

Lastly, ACCA (2019) contends that depending on a company’s business model, it may be 

applicable to account cryptocurrency as inventories as per IAS 2 since this standard applies to 

inventories of the intangible assets. IAS 2 defines inventories as those assets held for sale in 

ordinary course of business. For example, if an organisation holds cryptocurrencies for sale in 

ordinary operations of its activities, then they could be accounted for as inventories. Often, this 

means recognising inventories at lower of cost and the net realisable value. But if an entity act as 

a broker-trader, then IAS 2 postulate that their inventories are to be valued at fair value less cost 

to sell (KPMG, 2019). Consequently, this method is only applied in very limited scenario, where 

the business model is selling cryptocurrencies to generate profit in the future as a result of price 

fluctuations.   
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In sum, IASB should begin the task of developing new guidelines to be used in accounting of 

cryptocurrencies since it can be argued that the ones available were not formulated with 

cryptocurrencies in mind (Prochazka, 2018). Consequently, the present IASB standards do not 

reflect the nature of transactions involving usage and acquisition of cryptocurrencies, and as such 

may provide misleading financial reports. 

Conclusion 

This essay has established that a digital company is one that relies on technology to a large 

extent as a competitive advantage in its operations. Further, a crypto asset has been defined as a 

new kind of asset that is recorded digitally and facilitated by the use of cryptograhy. In addition 

the essay has pointed out that since cryptocurrency falls under the definition of intangible asset, 

it should be accounted for in accordance with IAS 38 if crypocurrencies are held for sale in 

ordinary course of business. However, if an entity holds them to be sold in future for profit, the 

cryptocurrencies are to be accounted for as inventories under IAS 2. Moreover, the essay has 

pointed out that IASB should develop new guidance for accounting of cryptocurrencies since the 

current standards are not suitable for the new type of asset.  
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