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Abstract. The rapid expansion of digital assets and cryptocurrencies has created significant challenges 
for accounting systems and financial reporting practices worldwide. The increasing adoption of 

cryptocurrencies such as Bitcoin and Ethereum in financial transactions and investment activities has 

raised important questions regarding recognition, measurement, disclosure, and presentation in 
financial statements according to International Financial Reporting Standards (IFRS). This study aims to 

analyze the impact of digital assets and cryptocurrencies on accounting treatments and financial 
reporting while identifying the extent to which international standards can accommodate these emerging 

financial technologies. The study discusses the accounting classification of cryptocurrencies, 

measurement methods, disclosure requirements, and the associated risks affecting transparency and 
reliability in financial reporting. Furthermore, the research highlights the limitations and gaps within 

current international accounting standards concerning digital assets. The study adopts a descriptive-
analytical methodology based on reviewing accounting literature, international standards, and previous 

empirical studies. The findings indicate that the absence of explicit accounting standards for 
cryptocurrencies creates inconsistencies in accounting practices and affects the comparability and 

credibility of financial statements. The study recommends the development of specialized international 

accounting frameworks to regulate the accounting treatment and disclosure of digital assets in order to 
enhance transparency and support decision-making efficiency. 
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Introduction 
Technological advancement in the last ten years has dramatically changed how we do business 
around the world through the introduction of new technologies and digital innovations. As a 
result, the way we examine financials and conduct transactions in our economy continues to 
evolve. The most significant change associated with this technology revolution is the 
emergence of digital currencies or cryptocurrencies, including Bitcoin, Ethereum and a host of 
other cryptocurrencies, which are increasingly used globally for transactional purposes. 
Cryptocurrencies are considered decentralized forms of digital currency and use blockchain 
technology to provide secure, and transparent recording and validation of transactions without 
relying on traditional financial intermediaries such as banks or credit card companies. 
The increasing use of digital assets has created many accounting and reporting difficulties for 
companies, banks, and investors, especially in relation to the way digital assets are recognized, 
valued, disclosed, and presented in financial statements. There have been many attempts by 
international accounting organizations like the International Accounting Standards Board 
(IASB) to provide guidance on this issue by reference to existing International Financial 
Reporting Standards (IFRS); however, the lack of a specific accounting standard for 
cryptocurrencies has resulted in a lack of consistent accounting practices by different 
organizations. These accounting and reporting challenges have also been documented in 
studies addressing digital-asset measurement, cryptocurrency accounting under IFRS, and 
broader accounting difficulties in digital environments [1], [2], [3]. 
Determining how to categorize cryptocurrencies may become more challenging for accounting 
and finance professionals as the cryptocurrency has numerous classifications such as an 
intangible asset, inventory, financial instrument, and investment asset. The classification of 
cryptocurrencies will have a direct consequence on the quality, comparability, transparency, 
and reliability of financial reporting. In addition, the issuance of digital currency introduces 
additional complexity to the accounting treatment of cryptocurrencies due to their volatile 
nature and the risks associated with cybersecurity, frauds, and regulatory uncertainty. Related 
studies further connect cryptocurrency classification, disclosure, and measurement choices 
with reporting quality and financial transparency [4], [5], [6]. 
This study highlights the importance of digital assets and their role in the current economy. 
One major challenge businesses face today is developing an accounting system that will be 
able to accommodate the digital transformation of financial assets into digital forms. In 
addition, this research will explore how digital assets and cryptocurrency are treated in 
accounting and how financial reporting practices are impacted by the impact of these financial 
products on International Financial Reporting Standards (IFRS). Finally, the research will 
examine the existing accounting and audit frameworks to determine any gaps or limitations. 
Prior research also emphasizes the implications of digital transformation and blockchain for 
accounting information systems and auditing practices [7], [8], [9]. 
Research Problem. 
The research problem lies in the ambiguity and inconsistency surrounding the accounting 
treatment of digital assets and cryptocurrencies under current international accounting 
standards, which creates challenges in recognition, measurement, disclosure, and financial 
reporting quality. 
The problem can be summarized through the following questions: 
1. To what extent do international accounting standards adequately address digital assets 

and cryptocurrencies?  
2. What are the major accounting challenges associated with recognizing and measuring 

cryptocurrencies?  
3. How do digital assets affect the transparency and reliability of financial reporting?  
4. What accounting framework is most appropriate for cryptocurrency transactions?  
Research Gap. 
Despite the increasing global use of digital assets and cryptocurrencies, there is still a 
noticeable gap in accounting literature regarding unified accounting standards specifically 
designed for cryptocurrency transactions and digital asset reporting. Most existing studies 
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focus on technological or financial aspects while giving limited attention to accounting 
measurement, disclosure mechanisms, and compliance with IFRS requirements. Furthermore, 
previous research has not sufficiently addressed the impact of cryptocurrency volatility on 
financial statement quality and comparability. The financial-stability implications of digital 
currencies reinforce the need for a more coherent reporting framework [10]. 
Research Hypothesis: 
Main Hypothesis. 
There is a statistically significant impact of digital assets and cryptocurrencies on accounting 
treatments and financial reporting in accordance with international standards. 
Sub-Hypotheses 
1. Digital assets significantly affect accounting recognition and measurement procedures.  
2. Cryptocurrencies influence the transparency and comparability of financial reports.  
3. International accounting standards are insufficient to fully regulate cryptocurrency 

accounting practices.  
4. Disclosure of digital assets enhances the reliability of financial statements.  

 
 
Hypothetical Framework 

 
Importance of the Study 
1. Highlighting the accounting implications of digital assets and cryptocurrencies.  
2. Clarifying the adequacy of IFRS in addressing cryptocurrency accounting issues.  
3. Assisting accounting professionals and financial institutions in understanding digital 

asset reporting requirements.  
4. Contributing to the development of accounting frameworks related to emerging financial 

technologies.  
5. Supporting transparency and reliability in financial reporting practices.  
Objectives of the Study 
1. To analyze the impact of digital assets and cryptocurrencies on accounting treatments.  
2. To evaluate the effectiveness of international accounting standards in regulating 

cryptocurrency accounting.  
3. To identify the challenges related to recognition, measurement, and disclosure of digital 

assets.  
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4. To examine the effect of cryptocurrencies on financial reporting quality.  
5. To propose recommendations for improving accounting standards related to digital 

assets. 
 
 

Methods 
The study adopts the descriptive-analytical methodology by reviewing theoretical literature, 
international accounting standards, and previous empirical studies related to digital assets and 
cryptocurrencies. The analytical approach is utilized to evaluate the accounting challenges and 
reporting implications associated with cryptocurrency transactions under IFRS. 
The study depends on secondary data sources including: 
1. International accounting standards (IFRS/IAS).  
2. Academic journals and scientific studies.  
3. Reports issued by accounting and financial institutions.  
4. Previous research concerning blockchain and cryptocurrency accounting.  
Previous Studies: 
1. Smith and Johnson [11] 
Title: Accounting Challenges of Cryptocurrencies under IFRS 
Findings: The study found that the absence of a dedicated IFRS standard for cryptocurrencies 
leads to inconsistencies in recognition and measurement practices among firms. 
2. Lee [12] 
Title: Digital Assets and Financial Reporting Transparency 
Findings: The research concluded that cryptocurrency disclosure improves transparency but 
increases reporting complexity due to valuation volatility. 
3. Ahmed and Hassan [13] 
Title: The Impact of Blockchain Technology on Accounting Systems 
Findings: The study emphasized that blockchain technology enhances auditability and 
accounting efficiency but requires significant regulatory adaptation. 
4. Brown [14] 
Title: Cryptocurrency Accounting Classification under IAS 38 
Findings: The study classified cryptocurrencies as intangible assets under IAS 38 but 
highlighted limitations in fair value measurement. 
5. Al-Mutairi [15] 
Title: Financial Reporting Quality in the Era of Digital Assets 
Findings: The study revealed that digital assets significantly influence the reliability and 
comparability of financial statements, especially in investment companies 

 
Results and Discussion 

Over the last two decades, the world has witnessed a fundamental transformation in the 
financial environment as a result of rapid technological development, particularly the 
emergence of digital assets and cryptocurrencies, which have become an integral part of the 
modern global financial system. These developments have imposed new challenges on the 
accounting profession, auditing practices, and financial reporting processes, especially 
concerning the mechanisms of recognition, measurement, disclosure, and accounting 
presentation of these assets in accordance with International Financial Reporting Standards 
(IFRS). The widespread expansion of cryptocurrencies such as Bitcoin and Ethereum has 
generated numerous accounting issues related to the nature, classification, and inclusion of 
these assets within financial statements [16].
Moreover, the accelerated evolution of blockchain technology and cryptocurrencies has 
encouraged financial institutions and regulatory bodies to reconsider traditional accounting 
systems in order to align them with the new digital environment. Several studies indicate that 
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the absence of a unified accounting standard for digital assets has resulted in inconsistent 
accounting practices among corporations and financial institutions, thereby affecting the 
quality and transparency of financial reporting [17].

Digital assets are defined as economic resources that are created, stored, or traded 
electronically through digital environments based on cryptographic and blockchain 
technologies and possess economic value that can be exchanged, invested, or utilized 
financially [18]. Digital assets include cryptocurrencies, digital tokens, smart contracts, and 
other virtual assets.
Digital assets have become an essential component of the global digital economy due to the 
rapid growth of financial technology (FinTech) and decentralized systems. According to Aste 
et al. [19], digital assets have contributed significantly to reshaping traditional financial systems 
by introducing innovative mechanisms for financing, investment, and commercial exchange.
Furthermore, Yermack [20] argues that digital assets represent a transformation in the concept 
of economic ownership because they rely on distributed databases that enable direct 
transactions without traditional financial intermediaries.

Cryptocurrencies are digital monetary units that rely on encryption technologies and blockchain 
systems to conduct financial transactions securely and in a decentralized manner without the 
intervention of central banks or traditional financial institutions [21].

Baur et al. [22] explained that cryptocurrencies combine the characteristics of investment 
assets and electronic payment instruments, making their accounting classification highly 
complex.

 

 

 

 

 

 

Zhao et al. [23] indicated that these characteristics facilitated the global spread of 
cryptocurrencies while simultaneously increasing accounting and regulatory risks.
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Blockchain technology represents the technological foundation of cryptocurrencies. It is a 
distributed database used to record financial transactions securely, transparently, and 
immutably [24].
This technology has significantly contributed to the development of accounting information 
systems by enhancing transparency, reducing errors, and improving verification and auditing 
processes. Tan and Low [25] argued that blockchain technology will create a radical 
transformation in accounting and auditing systems due to its ability to generate real-time and 
secure financial records.

 

 

 

 

 

Cryptocurrencies experience severe fluctuations in market value due to speculation and weak 
regulatory oversight, making accounting measurement difficult [26].

 

 

 

 

 

 

 

 

 

 

The International Accounting Standards Board (IASB) indicated that cryptocurrencies are not 
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considered cash or conventional financial instruments; instead, they are generally treated as 
intangible assets under IAS 38.
Furthermore, Chen [27] argued that the evolving nature of cryptocurrencies makes it difficult 
to classify them within a single accounting framework.

Cao and Choe [28] emphasized that accounting recognition depends on the purpose for holding 
cryptocurrencies, whether for investment, trading, or operational use.

Smith and Johnson [11] concluded that fair value measurement is more appropriate for 
cryptocurrencies due to their continuous price fluctuations.

 

 

 

 

 

 

Lee [12] confirmed that adequate cryptocurrency disclosure enhances financial reporting 
transparency and reduces information asymmetry.

 

 

 

 

 

It is emphasized that institutions holding digital assets need more flexible and advanced 
accounting information systems to address modern accounting requirements.

The contemporary accounting environment has undergone a fundamental transformation due 
to the increasing use of digital assets and cryptocurrencies, which has imposed significant 
challenges on accounting systems and financial reporting in terms of measurement, 
recognition, and disclosure. These challenges have become more complex in the absence of a 
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dedicated international accounting standard that directly addresses the nature of these assets, 
leading to different professional interpretations within the International Financial Reporting 
Standards (IFRS), particularly IAS 38 and IFRS 13. The underlying recognition and 
measurement principles are consistent with established financial accounting guidance [29].
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 Dowling [26]: Impact of cryptocurrency volatility on financial stability 
 Tan and Low [25]: Accounting transformation in blockchain environments 
 Smith and Johnson [11]: Fair value measurement of digital assets 
 Lee [12]: Disclosure practices and reporting quality 
 Chen [27]: Classification challenges of cryptocurrencies under IFRS 
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Conclusions and Recommendations 
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  Digital Assets →  {    Intangible Assets (IAS 38)   Inventory (IAS 2)   Financial Instruments (IFRS 9)


  Subsequent Measurement =  {    Cost Model   Fair Value Model   Revaluation Model


  Digital Assets →  {    Increase Transparency   Increase Volatility   Increase Audit Complexity   Reduce Comparability → Financial Reporting Quality Impact


  Traditional Accounting → Blockchain Accounting → Real-Time Financial Reporting


  Regulatory Challenges = Legal Gaps + Tax Complexity + AML Risks + Cross-Border Issues


  Digital Assets ⇒  {    Price Volatility   Blockchain Technology   Regulatory Framework ⇒ Financial Reporting Quality

