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Introduction
Crypto-assets experienced a breakout year in 2017. Cryptocurrencies, 
such as bitcoin and ether, have seen their prices surge as the public’s 

a wave of new crypto-asset issuance has been sweeping the start-up 
fundraising world, sparking the interest of regulators in the process.

“virtual currencies”.1

in this area.1 

activities by accounting standard setters in relation to crypto-assets. 

This structure highlights the fact that dealing with crypto-assets requires 
a detailed understanding of the technical intricacies of distributed ledger 

accounting concepts on the other. 

of the underlying blockchain technology here. For that, we would 
Global blockchain 

benchmarking study.
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What are 
crypto-assets?
Crypto-assets are digital assets recorded on a distributed 
ledger. They derive their name from the cryptographic 
security mechanisms used within public, permission-less 
distributed ledgers. In many cases, they pose a 
challenge to established beliefs about money, economic 
relationships and investing, thereby also raising questions 

Cryptocurrencies, such as bitcoin and ether, constitute the 
earliest and best-known examples of crypto-assets, but 
the space continues to grow and evolve, producing new 
types of assets that are commonly called tokens. 

to create any lasting taxonomy of crypto-assets. 
For the purposes of our analysis, we deliberately have 
shown below a distinction between cryptocurrencies 
and non-cryptocurrency tokens. We do so in full 
acknowledgment of the fact that all crypto-assets may 
commonly be referred to as “tokens” and a hard boundary 

relevant sections below.
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2.1. Cryptocurrencies

2.1.1. Bitcoin

records ownership of bitcoins and transact upon it. Privacy 

or natural person.2 

“blocks” of transactions to be added to the “chain” in return 

or has access to, a full record of every transaction since the 

this public record is used to verify availability of funds and the 
new transaction is encoded into the consensus ledger through the 

participant-to-participant transactions on the blockchain itself 

to incentivize transaction validation. 

gold standard. 

Crypto-assets

Tokens (crypto-assets other than cryptocurrencies)Cryptocurrencies

Other Initial Coin Offering (ICO)

Future 
innovations?

Colored 
coins MAG Hybrid Security
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2.1.3. Other cryptocurrencies

writing are:

 

 

 Litecoin

Proof of work3

be the fastest to solve the cryptographic puzzles required to 
add a new block to the blockchain. When the puzzle is solved, 

Proof of stake3

transaction validation. The validator’s probability of validating 
the next block is equal to its share of all coins in existence. 
Transaction fees earned by the validator are paid by the 
transacting parties.

blockchain to that end. Over the course of 2017, this created 

of the technology, pitting adherence to founding principles against 

One such division led to the August 2017 “hard fork” 

consensus-driven nature of the technology.

2.1.2. Ether

contracts through code. 

3 called Casper.

section below. 

The last fork received widespread news coverage, as it caused 

The case of the DAO has been useful in furthering the broader 

2017 stating that the DAO tokens were securities and should thus 
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2.2.  Tokens (crypto-assets other 
than cryptocurrencies)

crypto-assets. In contrast to cryptocurrency, which is designed 

but one should note that other types of tokens exist. An ICO is the 

2.2.1. Ether

native cryptocurrency, ether, is necessary to incentivize 
transaction validation in the network and thereby acts as a 

application and should thus fall under “tokens” as opposed to 

exchange. 

Therefore, although we acknowledge the technological distinction 

ether as a cryptocurrency for the purposes of an accounting 
discussion.

2.2.2. Initial Coin Offerings (ICOs)

An ICO involves the issuance of new coins recorded on a 
 The public decides 
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other considerations. The white paper typically sets out the 
technical details of the tokens’ functionality and explains the value 

their appropriate reporting.

to base consistent rulings. 

2.2.2.1. Securities on a blockchain

business, such as ordinary shares. That is, the white paper will set 

In such a scenario, the ICO is in substance an IPO of shares or 

ruling in relation to the DAO.

reconciliation-free record-keeping of transactions facilitated by the 

literate audience.

Developer

Organization

 
distributions

Tokens issued 1. ICO

2. Distributions 

Fiat currency 
or crypto- 
currency

Investors

Figure 1: Securities on a blockchain
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regulations. 

crypto-assets and distributed ledger technology. To this end, 

warnings around ICOs during the second half of 2017, including 
the  
Finanzdienstleistungsaufsicht

2.2.2.2.  “Miniature autocratic government” 
(MAG) tokens

Developer

Users

Users

ICO

Secondary market

Users

To
ke

ns

Tokens

Tokens issued

Fiat or cryptocurrency

Fiat or cryptocurrency

Organization or 
system

Figure 2: Miniature autocratic government
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currency or cryptocurrency, thus earning a return on the 

voting rights and, legally, the developer owes nothing to token 
holders. At the point of issuance, the developer gains the right to 

have no recourse and no right to receive interest or dividends.

of crypto-assets.

2.2.2.3. Hybrids

innovation in the crypto-asset space continues to produce hybrid 

written on the variety of technologies observed and approaches 

advice if they wish to incorporate crypto-assets into their 

2.2.3. Colored coins (e.g., Ripple issuances)

assets, such as gold or stocks, can be “tokenized”, i.e., recorded 
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Details of existing assets can be inscribed into a distributed ledger 
through the “coloring” of the ledger’s tokens. This is technically 

they constitute digital IOUs representing any off-ledger asset 

each other, they can transact as long as a trust path can be found 

the Arab world for centuries. 

If there is no trust line between two parties, the native 

prices for any issuance it deals in.

Colored coins are relevant to our discussion of crypto-assets in 

crypto-assets.

2.2.4. Future innovations?

coins. While the latter category is rather broad and could thus 

other types of tokens in the future. We would therefore highlight 
that these two broad groups of tokens are not intended to be 
collectively exhaustive.
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Accounting for 
crypto-assets
3.1.  Selected activities of 

standard setters

3.1.1. Overview
Crypto-assets constitute an evolving, fast-growing, but still 

selected activities by standard setters. Due to the diversity 
and pace of innovation associated with crypto-assets, the 

assets has to be evaluated on the basis of individual fact 
patterns. However, the perspectives of the standard setters, 

applicable to all crypto-assets. It is further observed that 

standard setters vary.

3.1.2. Perspectives from the AASB
Digital 

currency — A case for standard setting activity.1

digital currencies should be accounted for as cash or cash 

assets, or inventories.

3
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The paper concluded that, at present, digital currencies 
should not be considered as cash or cash equivalents under 

Statement of Cash Flows.7

exchange8  

Financial Instruments: Presentation, due to the 

10 

IAS 38 Intangible 
Assets

a scope exception for intangible assets held for sale in the 
IAS 2 

Inventories and, hence, are accounted for at the lower of cost and 

11

however, that it is not necessarily clear how “held in the ordinary 
course of business” should be interpreted in the context of digital 

of business.

inventories at fair value less costs to sell and recognize changes 

others or on their own account. However, it is not necessarily clear 
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the digital currencies be accounted for at fair value with changes 

activity is needed.

1

3.1.3. Research performed by the FASB

in the Report of the FASB Chairman 1 July, 2017 through 
30 September 20171

yet to discuss this research. 

3.1.4. Exposure draft issued by the ASBJ

Practical Solution on the Accounting for Virtual 
Currencies under the Payment Services Act.1

period ends in early February 2018. 

3.1.4.1.  Accounting for virtual currencies held by 
an entity on its own behalf

12 excluding those held by a 

recognized as a loss, which is not reversible in subsequent periods.

3.1.4.2.  Accounting for virtual currencies held by 
a virtual currency dealer on behalf of its 
customers

required to recognize an asset when a virtual currency is deposited 

at the date when the virtual currency was deposited. At the 

corresponding asset.

At the balance sheet date, a virtual currency dealer is required 

Accounting for virtual currencies held by an entity on its own 

virtual currency. A virtual currency dealer is also required to 

3.1.5. Discussion at the IASB

1
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3.2. Special situations 

3.2.1. Forked currencies (and short-selling)
Certain cryptocurrencies have experienced an event described as 
a “fork” in the past few years. A fork is a change to the underlying 
protocol in the relevant blockchain. It requires all nodes connected 
to the blockchain to update to the new version of protocol 
software, and adopt that version going forward. 

There are currently two possible types of forks. A hard fork and a 
soft fork. A hard fork changes the protocol code to create a new 
version of the blockchain, alongside the old version. This also 
potentially creates new coins. A soft fork is also an update to the 

and speed. There were two other forks in 2017 which produced 

hard fork can be likened to a spin-off. When a parent spins off 
its subsidiary by distributing the subsidiary’s shares pro rata 
to investors in the parent, the parent investors record a stock 

possible that future forks of different cryptocurrencies will not 
adhere to this principle.
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Another interesting situation arises where an investor holds a 
short position in a cryptocurrency. There is no way to record 
short positions in a cryptocurrency directly on the blockchain, 

When a fork occurs, the cryptocurrency short-seller’s position 

which pays a dividend while the short position is outstanding. 

seller shall be liable to not only surrender the share to its owner 

best practice appears to have been established in this area for 
cryptocurrency as yet. It is therefore uncertain whether the short-
seller has any additional liability in the case of a hard fork.

3.2.2. Token presale (vs. ICO)
A distinction can be drawn between those tokens issued in an ICO 

discussed elsewhere in this paper. However, a presale involving 

represents a forward contract on the token that is yet to be 
created. Therefore the contract itself constitutes a security under 

reporting because it shows the wide range of legal and regulatory 
interpretations of different types and structures of tokens. The 

consider up front how they operate in the token space along with 
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3.3. Conclusion

The nuanced, constantly evolving nature of the crypto-asset 

under existing accounting standards. Dealing with crypto-asset 
accounting therefore requires a detailed understanding of both 
distributed ledger technology and relevant accounting concepts. 
In the absence of further action by accounting standard setters, 

individual situation will require a unique approach, tailored with 
appropriate professional advice.



IFRS (#)  Accounting for crypto-assets16

Supporting details
1. Perspectives from accounting 

standards boards

ASB, 

AASB

IFRS, http://www.ifrs.org/news-

IFRS

FASB

February 2018.

2. Of pseudonymity and privacy

which records ownership of bitcoins and all transactions that have 
occurred upon it, but there is still a lack of connection between the 

track activity to particular addresses, and addresses to individuals 
or parties involved in the blockchain.

4
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This is despite the fact that both Z-Cash and Monero operate on 

3. Proof of work vs. proof of stake (vs. other 
mechanisms)

Proof of work
Proof of work is the original blockchain consensus protocol, 

puzzles required to add a new block to the blockchain. The input 

on the blockchain, along with the new set of transactions to be 

increased processing power. This causes the high energy intensity 
discussed above.

one does not have to own any bitcoins as a prerequisite to engage 

Proof of stake

proof of work. We have chosen to illustrate its functionality on the 

validation. The validator’s probability of forging the next block is 

participation in “forging” and therefore to earning the associated 

the next 10 validators are known. A node that fails to take up its 

One node forges each block, which allows data to be sent directly 

prove useful in driving wider adoption of cryptocurrency. In that 

network is expected to adopt proof of stake in 2018.

Other mechanisms

4. The DAO hack

outline by Coindesk:

“Understanding The DAO Attack,” Coindesk, https://www.
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5. ERC-20: crypto-fueling the ICO phenomenon

application. Their proliferation has been fueled by the availability 

ICO wilderness.

6. US SEC report of investigation regarding 
the DAO

Report of Investigation Pursuant to Section 21(a) of the Securities 
Exchange Act of 1934: The DAO

7. “Money has no intrinsic value*”, and yet we 
consider it an asset

The Ascent of Money: 

appropriately based on their purchasing power and adoption. 

Money is a social construct, used to facilitate the exchange of 

not to constitute an asset at all due to its “virtual” nature and the 
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central banks, but this fails to consider the fact that one cannot 
actually exchange banknotes for gold at the central bank and the 
fact that the central bank typically has the authority to issue an 

then, but a radical Taylor-Rule-driven Fed? 

Sources:

YouTube — Aswath Damodaran

The Ascent of Money: A Financial History of the 
World

8. Pseudo-acceptance of cryptocurrency by 
multinationals

for their own transactional needs.

9. 
counterargument

as “cash”.
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We note above that cryptocurrency is not cash because of its 

cryptocurrency with other cash equivalents and not cash itself. 

in value of a digital currency can only be assessed with “cash” 

10.  Cryptocurrency as an investment

gone so far as to suggest a portfolio allocation to cryptocurrency 
as a distinct asset class.

owned cryptocurrency. 

basis of individual risk appetite.

Source:

Bloomberg

Bloomberg

11.  IAS 38 cost and revaluation models

12.  Payment Services Act (Japan)

period following the annual period to which 1 April, 2017 belongs, 

accountant or an audit corporation.
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