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Abstract

Cryptocurrency lacks standardization in the industry, thereby necessitating the difficulty in applying
cryptocurrency transactions into standard financial reporting standards. This research examined the
extent to which accounting standards have mutated to accommodate cryptocurrency. A systematic
review protocol was conducted using extracted bibliographic data from the Web of Science, the Scopus,
Google Scholar likewise, Research Gate. This research is rooted in a comprehensive examination of 137
studies using systematic literature review (SLR) method with the aid of VOS viewer and Rayyan. These
studies were analysed using bibliometrics and evaluated critically in connection to two key areas:
accounting for cryptocurrency and IFRS model for reporting crypto assets. This research established
pooled research reports on cryptocurrency transactions and the adjustments made by standard financial
reporting standards to accommodate crypto transactions. The study found that the IFRS framework does
not provide a clear-cut direction on how to account for cryptocurrency transactions This research work
contributes to the evolvement of accounting in standardizing the inclusion of cryptocurrency as a financial
reporting item.
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1. Introduction

The cryptocurrency invention is gradually restructuring the delineations of auditing and financial reporting
(Lombardi & Zecundo, 2020; Mancini et al., 2021; Marrone & Hazelton, 2019). Over the past decade,
much research contribution as it impacts on innovations in technology for instance, automation (Egiyi &
Chukwuani, 2021; Chukwuani & Egiyi, 2020; Kokina et al., 2017), big data (Vasarhelyi et al., 2015;
Cockcroft & Russell, 2018), cloud computing (Egiyi & Udeh, 2020; Cleary & Quinn, 2016; Choudhary &
Vithayathil, 2013), social media (Arnaboldi et al., 2017; Ramassa & Di Fabio, 2016) and artificial
intelligence (Mosteanu & Faccia, 2020; Sutton et al., 2016) to facilitate the research and accounting
practice. There is a need for business models to revolutionize to change management control processes
and take charge of opportunities while avoiding some risks that may be emerging. The accounting,
auditing and reporting of cryptocurrency is essentially recorded in a blockchain (Schmitz & Leoni, 2019).
Blockchain can be said to be a digital ledger distributed in such a way in a network that it is partook by
several associates to enable the recording of transaction and tracking of property in a way of tangible
and intangible assets in an organized way. In the form of blocks, authorized transactions are added to
blockchain, in a chain that is in a chronological order, secured by cryptology signatures (Bonson &
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Bednarova, 2019). Marked with a timestamp and linked to the previous one is a particular block, making

it nearly impossible to alter the blockchain due to its decentralized ledger (Bonson & Bednarova, 2019).

Cryptocurrency transactions differ from traditional financial transactions in several ways. One of the main
differences is that cryptocurrency transactions are not regulated by central authorities or intermediaries.
This means that the responsibility for verifying and recording transactions lies with the nodes in the
network for blockchain maintenance. To apply cryptocurrency transactions to standard financial recording
standards, it is necessary to develop systems and processes that allow the data from the decentralized
ledger to be incorporated into existing financial reporting systems. This can be achieved using APls, data
mapping, and other technologies that allow for the integration of cryptocurrency data into existing financial

systems.

It is important to note that the current lack of standardization systems in the industry dealing on
cryptocurrency, is making it difficult to apply cryptocurrency transactions into standard financial reporting
standards. However, as the industry continues to evolve and mature, it is likely that more standardized
systems and processes will be developed. This research work contributes to the evolvement of
accounting in standardizing the inclusion of cryptocurrency as a financial reporting item.

11 Objective

To examine the extent to which accounting standards have mutated to accommodate cryptocurrency.
This research work will be of benefit to accountants and auditors as there will be a clear-cut direction on

how to account for such transactions.

1.2 Research Question
According to (Booth et al., 2012), research questions should be guided by a systematic review which will
establish whether there is a focus, a subject and the research extent. With this in mind, we have

formulated the following inquiries:

RQ1. What are necessary adjustments done to integrate cryptocurrency transactions into standard

financial reporting?

2. Review of Literature
Scopus, Web of Science, Google Scholar, and Research Gate are the primary sources of information to

assure scientific robustness and inclusivity. A primary set of keywords associated to the topic under study:
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crypto-assets or cryptocurrencies (crypto*), blockchain, accountant, accounting (account®), audit, auditor,
auditing (audit*), report, reporting (report*). This research sequence was authenticated via an e-survey
conducted on 3 experts accounting field and the blockchain technology including experts in 2 SLR into
the management and business world. These experts appraised the significance of the search keys to be
used for the search sequence and recommended variations that made the literature review more
sophisticated. Journal articles and conference papers are the selected article types. Only English-written

papers that belong to accounting, business, management, and financial technology were included.

The gap that this research work will fill is the provision of a clear-cut direction on how to account for

cryptocurrency transactions.

From the databases, 137 bibliographic data were extracted collectively as an RIS file, thereafter
combined. The extracted data were sorted by 3 Reviewers with the aid of Rayyan Software for Systematic

Review. After the sorting, the bibliographic data narrowed to 37 records. See Fig. 1 to for further detail.
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Identification of new studies via databases and registers

Records identified from:
= Databases (n = 4): Records removed before screening:
B Database 1 (n = Scopus) Duplicate records (n = 35)
§ Database 2 (n = Research Gate) ——= Records marked as ineligible by automation
b= Database 3 (n = Google Scholar) tools (n = 46)
ﬁ Database 4 (n = Web of Science) Records removed for other reasons (n = 19)
Registers (n = 0)
Records screened o Records excluded

(n=37) o (n=11)
g Reports sought for retrieval o Reports not retrieved

n=26 o n=1
B ( ) ( }
[&]
w

Y Reports excluded:
Reports assessed for eligibility | 1st Reason (n = Unrelated Topic)
(n=25) 2nd Reason (n = Adopted Literature Search Method)
3rd Reason (n = Article not published in English)
A

o Mew studies included in review
o (n=25)
= Reports of new included studies
(]
= (n=256)

Fig. 1: Bibliographic Record Flowchart

Bibliometric Mapping/Visualization

Fig 2 presents a mapping of the bibliometric subnetwork comprised of the authors included in this study
that are highly interconnected. The mapping is based on the literature citations and is generated using
bibliographic coupling and VOSviewer software. Bibliographic coupling measures the similarity between
two publications by counting the number of shared references (Manetti et al., 2021). The dot's size in the
figure corresponds to the weight of each publication, determined by the number of citations it has

received. This method helps to highlight the most significant, frequently cited works. The overlay colours
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Fig 3 displays the results of our cooccurrence analysis. The relatedness of keywords in this analysis is
decisive on the number of documents they are seen together. The keywords used in at least three
publications were included in the analysis. The keywords were arranged into groups, which are
collections that are strictly related intersections found in a bibliometric web. VOSviewer uses colours that
will indicate the cluster assignment of each node based on cooccurrence relations, and the clustering
technique used by VOSviewer according to Waltman et al. (2010). The heaviness of the intersection is

determined by such frequency of the associated catchword.
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3. Methodology
Systematic review protocol was adopted in this study to reduce the confusion, thereby proffering scientific
value to results. To guarantee sturdiness in this procedure, the research of Lombardi and Secundo (2020)
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and Fragoso et al. (2020) were built on. Also, Preferred Reporting Items for Systematic Reviews and
Meta-Analyses, PRISMA, was used to present analysis. Using PRISMA helps to ensure that the results
of systematic reviews and meta-analyses are reported in a clear, transparent, and comprehensive
manner, which helps to improve the quality and reliability of these studies (Page et al., 2021). PRISMA
helps ensure that the results of the systematic processes in the reviews and meta-analyses were reported
in a rigorous and systematic manner, which helps to reduce the risk of bias and increase the reliability of

the results.

4. Discussion

Blockchain for accounting and auditing: from exploration to full exploitation. This topic includes 25
research products published between 2021 and 2023. Fig 4 shows a cooccurrence heatmap of the main
authors’ keywords in this cluster. Two blockchain accounting research areas within this specific topic,

accounting for cryptocurrency and IFRS model for reporting crypto assets.

Cryptocurrency and Treatment in Recognized Reporting Standards: A Textual Analyses

Blockchain technology was initially developed to establish a decentralized cash payment system, rather
than create a new currency (Rosic, 2017). The cryptocurrency that emerged was merely a secondary
outcome, serving as a means of exchange which is a key feature of money (Kiyotaki & Wright, 1989).
Ten years later, individuals are not only using cryptocurrencies for online transactions, but also as a form
of investment, hoping for increase in capital assets value. Cryptocurrencies fulfil the next purpose of
money as store of value (McCabe, 1989; Ram et al., 2016). However, like any new investment,
cryptocurrency prices are highly unstable and can experience significant fluctuations. Additionally, their

nature as digital raises questions about their value as intrinsic, contributing to their price volatility.

Cryptocurrencies make up a significant portion of wealth, regardless of their actual value. At the end of
2022, Coinmarketcap.com listed 22,452 cryptocurrencies which has a total market capitalization of
$1,062,450,416,043. At times, the total market capitalization of cryptocurrencies has exceeded that of
Google, which is the second largest company based on capitalization. It was also comparable to the GDP
of Switzerland (Haig, 2018). The creation of cryptocurrencies can also impact accounting. Blockchain
technology is likely to change the method through which transactions in accounting may be recorded and
audited, while companies use cryptocurrencies in their daily business and must account for them in their

financial statements.
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Recording cryptocurrency transactions as noted by the International Financial Reporting Standards,
(IFRS) framework poses huge challenge as the IFRS framework does not provide a clear-cut direction
on how to account for such transactions. The IFRS suggests that the most appropriate method to treat
most cryptocurrency accounting cases would be through the IAS 38 'Intangible Assets' rule, which could
be accounted for either at cost or through revaluation (Ibrahim et al., 2021; Grant Thorntion, 2018).

Cryptocurrency is identifiable, separable and has future economic benefits but may not be controllable.

These selected research works (Dyball & Seethamraju, 2021; Labunska et al., Malladi, 2022; Maiti et al.,
2021; 2021; Ramassa & Leoni, 2021; Tan & Low, 2017) brings major research considerations and
deliberations on the integration of Cryptocurrency into IFRS. Ramassa & Leoni (2021) discussed the
challenge posed by the emergence of cryptocurrency, a rapidly evolving technology, to the International
Accounting Standards Board, (IASB). They highlighted the tension between the constituents who are
demanding new solutions and the IASB's role in resisting such pressures while maintaining its position.
They also highlighted the increasing significance of agenda decisions in the International Financial
Reporting Standards, (IFRS) environment and the limitations of the IASB's regulatory process which is
usually long regarding the new and emerging issues in accounting related to cryptocurrency. Malladi
(2022) suggests that there are shortcomings or limitations in the current treatment of cryptocurrencies
under IFRS in accounting compared to the traditional accounting structure established by IFRS as the
current IFRS accounting framework has limitations in dealing with the accounting of cryptocurrencies,
which are different from traditional financial assets. These limitations are seen as deficiencies in the IFRS
framework. Cryptocurrency transactions present new and unique risks to auditors due to their ambiguity
and the absence of official guidance. These risks must be considered during the process of client
acceptance and audit planning, including the consideration of the specific risks associated with these
transactions. Dyball and Seethamraju (2021) evidence from Australia showed that blockchain technology
presents distinct challenges to traditional audit methods. As a result, auditing firms may need to adjust
the way they plan and design audit procedures and execute financial statement audits. Professionalism
and commercialism principles are complementary in nature, offering both opportunities and obstacles for
audit firms to broaden their expertise in this emerging field. Maiti et al. (2021) suggest that the design of
a potential Triple-Entry Accounting (TEA) system has a capability to offer instant perception into the
operations of the business, thanks to its architecture. Labunska et al. (2021) hold that there is need for
accounting bodies to develop reporting models that will comprehensively accept transactions in
cryptocurrency and cryptocurrency as assets. According to Tan and Low (2017), Bitcoin was created as

a decentralized currency and is meant to complement, not replace, fiat money. Faithful representation as
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an accounting principle requires different interpretations for financial reporting based on the reporting
body. Trading firms treat Bitcoin like a foreign currency and even measure revenue or expenses in terms
of the currency it is reporting in, while exchanges in digital currency view Bitcoin in terms of goods and

apply tax treatment on in during accounting.

5. Conclusion

As per IAS 2, the default approach to recognizing inventories implies recording them at the lowest of cost
and net realizable value. When it comes to commodity broker-traders, the Standard requires that their
inventories are measured at fair value less costs to sell. Changes are made in the fair value being
recognized in profit or loss in the same period under review. This approach would only be suitable in
limited circumstances where the reporting entity has acquired cryptocurrency assets with the intention of

selling them soon and generating profits from price fluctuations or broker-trader margins.

IFRS does provide general guidance on how to account for financial assets and liabilities, that can be
applied to cryptocurrencies in some cases. In the case of Bitcoin, this means that an organisation should
recognize Bitcoin as an asset at the time it was acquired for the purpose of holding it for future use or for
sale and also when the asset’s cost can be measured reliably. The value of Bitcoin can be volatile, which
could make it difficult to measure its cost reliably. This would need to be considered when determining if

the criteria for recognition are met.

Financial assets are recognized on the statement of financial position when an organisation has an
authority over the legitimate rights to the asset and it is likely that the entity will receive profits from the
asset in the future. Cryptocurrencies may meet these criteria and could therefore be recognized as a

financial asset.

Liabilities, including financial liabilities, are recognized when an organisation has a present responsibility
to convey profit making resources because of a previous event and it is likely that the organisation will
be required to convey the assets. Some obligations arising from cryptocurrency transactions may meet
these criteria and could therefore be recognized as financial liabilities. It is imperative to note that
recognizing cryptocurrencies as financial assets and liabilities will depend on the specific circumstances
of each transaction and entity, and may also be influenced by the laws and regulations guiding the

commission which the organisation operates in.

6. Recommendation
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The IFRS framework should as a matter of importance, provide a clear-cut direction on how to account

for cryptocurrency transactions.

The IFRS framework does not provide a clear-cut direction on how to account for such transactions.
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