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Abstract
Cryptocurrency has emerged as a disruptive innovation in the financial sector,
offering decentralized alternatives to traditional fiat currencies. However, its
incorporation into financial reporting frameworks remains problematic due to
a lack of standardized accounting guidance. This study explores the challenges
associated with the financial reporting of digital assets, particularly
cryptocurrencies, under existing accounting standards. The study employs a
descriptive research design, targeting accountants, auditors, and regulators in
Nigeria, and collects data using structured questionnaires. Findings reveal
significant classification, valuation, and disclosure issues due to the volatile and
unregulated nature of cryptocurrencies. The current practice of classifying
cryptocurrencies as intangible assets under IFRS is deemed insufficient by most
professionals surveyed. The study recommends the development of dedicated
accounting standards for digital assets, enhanced professional training, and
regulatory clarity to improve transparency and consistency in financial reporting.
This research contributes to the growing body of literature on digital finance
and accounting innovation in emerging economies.
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1. Introduction

1.1. Background to the Study
The global financial landscape has undergone significant transformation with the emergence of digital
currencies, particularly cryptocurrencies like Bitcoin, Ethereum, and others. As decentralized digital assets,
cryptocurrencies have posed unique challenges to conventional financial reporting frameworks. Unlike
traditional currencies, cryptocurrencies are not issued by central banks, and their volatility, lack of regulation,
and classification ambiguity complicate their treatment in financial statements.
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In Nigeria and other emerging economies, the adoption of cryptocurrency is increasing among businesses
and investors, yet the regulatory framework and accounting standards remain unclear or inconsistent. This
lack of clarity leads to difficulties in asset valuation, recognition, and disclosure, which can distort financial
statements and mislead stakeholders.

1.2. Statement of the Problem
Despite the growing usage of cryptocurrencies, international accounting standards (such as IFRS and US
GAAP) have not issued definitive, comprehensive guidelines on how digital assets should be recognized,
measured, or disclosed. This creates uncertainty for financial statement preparers, auditors, regulators, and
investors. For example, should cryptocurrencies be classified as cash equivalents, financial instruments, or
intangible assets? Their price volatility further complicates measurement and fair value disclosures.

1.3. Objectives of the Study
The primary aim of this study is to explore the challenges faced in financial reporting of cryptocurrencies.
Specific objectives include:

• To identify existing accounting treatments for cryptocurrencies under IFRS and other frameworks.

• To evaluate the practical challenges accountants face in classifying and valuing digital assets.

• To examine the implications of inconsistent reporting practices on financial transparency and comparability.

• To recommend practical solutions or policy frameworks for cryptocurrency accounting.

1.4. Research Questions
1. How are cryptocurrencies currently classified and reported under major accounting standards?

2. What are the major challenges accountants face when preparing financial statements involving digital
assets?

3. How does inconsistent financial reporting of cryptocurrencies affect stakeholders?

4. What frameworks can improve the accounting treatment of cryptocurrencies?

1.5. Hypotheses (for Empirical Research)
• H0: There is no significant challenge in applying current accounting standards to cryptocurrencies.

• H1: There are significant challenges in applying current accounting standards to cryptocurrencies.

1.6. Scope of the Study
This study focuses on the accounting treatment of cryptocurrencies in financial reporting under IFRS and
Nigerian financial reporting standards (NASB/FRCN). The research will examine firms in Nigeria involved
in cryptocurrency transactions and may include insights from accounting professionals, auditors, and
regulators.

1.7. Significance of the Study
This study is significant for:

• Accountants and Auditors: It provides guidance on handling cryptocurrency-related transactions.

• Regulators and Policymakers: Insights for developing or adapting reporting standards.

• Investors and Financial Analysts: Enhancing transparency in firms dealing with digital assets.

• Academic Research: Contributing to the emerging body of literature in accounting for digital currencies.

2. Literature Review

2.1. Introduction
This chapter reviews the existing body of knowledge related to cryptocurrency and its treatment in financial



Hudu, A.S. / Int.J.Cryp.Curr.Res. 5(2) (2025) 136-144 Page 138 of 144

reporting. It explores definitions, theoretical frameworks, global accounting practices, regulatory stances, and
challenges identified in existing studies.

2.2. Conceptual Clarification

2.2.1. Cryptocurrency

Cryptocurrency refers to a form of digital or virtual currency that uses cryptography for security and operates
independently of a central bank. Popular examples include Bitcoin, Ethereum, and Binance Coin. Unlike fiat
currencies, cryptocurrencies are typically decentralized and recorded on a blockchain—a distributed digital
ledger.

2.2.2. Digital Assets

Digital assets include any assets stored digitally that have ownership and value. In financial reporting, these
could include cryptocurrencies, tokenized assets, and Non-Fungible Tokens (NFTs). The unique characteristics
of digital assets challenge conventional accounting principles.

2.3. Theoretical Framework

2.3.1. Relevance of Fair Value Accounting

Fair value accounting, under IFRS 13, requires assets to be measured based on current market value.
Cryptocurrencies’ volatility and unregulated markets raise questions on the application of fair value
measurements, especially in inactive or illiquid markets.

2.3.2. Decision Usefulness Theory

This theory posits that financial information should aid stakeholders in decision-making. The lack of clarity
on how cryptocurrencies are classified or valued may impair decision usefulness and comparability of financial
reports.

2.4. Review of International Accounting Standards

2.4.1. IFRS Perspective

• IFRS does not have a dedicated standard for cryptocurrencies.

• IFRS Interpretations Committee (IFRIC) in 2019 advised classifying cryptocurrencies as intangible assets
(IAS 38), except when held for sale in the ordinary course of business, where IAS 2 (Inventory) may
apply.

• This classification has been criticized for not reflecting the economic substance or volatility of
cryptocurrencies.

2.4.2. US GAAP Perspective

• Under US GAAP, cryptocurrencies are also treated as intangible assets.

• However, they are not subject to revaluation upward, only impairment losses—even when market values
rise, which may distort earnings.

2.5. Empirical Review
Several studies have addressed cryptocurrency accounting issues:

• Yermack (2017): Highlights the limitations of treating volatile and tradable assets as intangibles.

• Nakamoto (2008): The Bitcoin white paper—explains the blockchain technology behind cryptocurrencies,
laying the foundation for understanding asset behavior.

• Bhimani and Willcocks (2014): Warn that traditional accounting systems are not designed for blockchain-
driven transactions.

• Ezeani and Okoye (2022): Note that Nigerian firms lack guidance and consistency in reporting crypto
holdings, leading to underreporting and compliance issues.



Hudu, A.S. / Int.J.Cryp.Curr.Res. 5(2) (2025) 136-144 Page 139 of 144

2.6. Challenges in Accounting for Cryptocurrencies

1. Classification Issues: Should it be treated as cash, inventory, or intangible assets?

2. Valuation Difficulties: Market prices are volatile and not always reliable.

3. Recognition and Derecognition: Lack of clarity in how to recognize crypto mining or staking activities.

4. Disclosure Requirements: Limited guidance on what needs to be disclosed, especially regarding risks.

5. Auditability: The anonymity and decentralization of crypto pose issues for verification and audit assurance.

2.7. Regulatory Responses

• Nigeria (CBN/FRCN): CBN has warned against trading crypto in banks but is working toward developing
a digital currency framework (e.g., eNaira).

• European Union: Proposing Markets in Crypto-Assets (MiCA) regulation to standardize crypto reporting.

• IASB: As of now, no dedicated standard, but discussions are ongoing.

2.8. Research Gap

While studies have recognized the accounting challenges posed by cryptocurrencies, limited empirical work
exists in the Nigerian context. There is a lack of consensus on classification and valuation, and minimal
research exploring how accountants in practice are handling digital assets.

2.9. Summary of Literature Review

The literature highlights that accounting standards have yet to catch up with the complexities introduced by
cryptocurrencies. Classification as intangible assets under IFRS does not fully reflect the economic reality, and
challenges like valuation, disclosure, and auditability persist.

These gaps necessitate a deeper investigation, particularly in the Nigerian context where cryptocurrency
usage is rising amidst regulatory uncertainty.

3. Research Methodology

3.1. Introduction

This chapter outlines the research design, population, sampling techniques, data collection methods, and
data analysis techniques used to explore the challenges in accounting for digital assets, particularly
cryptocurrencies, in financial reporting.

3.2. Research Design

The study adopts a descriptive research design. This approach allows the researcher to observe, describe,
and analyze the current practices and challenges accountants face when dealing with cryptocurrencies. It
enables the collection of both quantitative and qualitative data to gain a comprehensive understanding of
the issue.

3.3. Population of the Study
The population includes:

• Professional accountants in public and private firms.

• Auditors.

• Financial analysts.

• Regulatory officers from institutions like the Financial Reporting Council of Nigeria (FRCN) and Central
Bank of Nigeria (CBN).

• Selected fintech and blockchain-related firms in Nigeria that hold or transact in cryptocurrencies.
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3.4. Sample Size and Sampling Technique
A purposive sampling technique is used to select respondents with relevant experience or exposure to
cryptocurrency and financial reporting.

• Target Sample Size: 100 respondents, including accountants, auditors, and financial officers.

• Inclusion Criteria: Accountants working in firms that have interacted with cryptocurrency in any form or
are involved in preparing IFRS-based financial statements.

3.5. Sources of Data

3.5.1. Primary Data

Primary data is obtained through structured questionnaires and semi-structured interviews with selected
professionals. The questionnaire is designed to elicit information on:

• Classification and valuation practices.

• Challenges faced in reporting.

• Awareness of existing standards and regulatory views.

3.5.2. Secondary Data

Secondary data is collected from:

• Existing academic literature.

• Financial reports of companies dealing with digital assets.

• Policy documents from IFRS, IASB, FRCN, and CBN.

• Articles and professional publications on cryptocurrency accounting.

3.6. Data Collection Instrument
A structured questionnaire consisting of both close-ended and open-ended questions will be used. The
questionnaire will be divided into four sections:

1. Demographic information.

2. Awareness and usage of cryptocurrency in financial reporting.

3. Challenges encountered in accounting for digital assets.

4. Recommendations and suggested frameworks.

In-depth interviews may also be conducted with selected experts to validate or expand upon questionnaire
findings.

3.7. Validity and Reliability of Instrument
• Validity is ensured through expert review of the questionnaire by academic professionals and practicing

accountants.

• Reliability is tested using a pilot study involving 10 respondents and calculating Cronbach’s alpha to test
internal consistency.

3.8. Method of Data Analysis

Quantitative data from questionnaires will be analyzed using:

• Descriptive statistics (mean, percentages, frequency tables).

• Inferential statistics (chi-square tests or regression, where applicable).

Qualitative data from interviews will be analyzed thematically to identify patterns and insights that support
or contrast with quantitative findings.
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3.9. Ethical Considerations
• Informed consent will be obtained from all participants.

• Participation is voluntary, and anonymity will be ensured.

• The study will comply with all ethical research standards, including those set by academic institutions
and professional bodies.

3.10. Summary
This chapter has outlined the methods that will guide the study in addressing the research objectives. Through
a mix of structured questionnaires and expert interviews, the research aims to provide empirical insight into
the challenges of financial reporting for cryptocurrencies in Nigeria.

4. Data Presentation and Analysis

4.1. Introduction
This chapter presents and analyzes the data collected from the respondents through questionnaires and
interviews. It aims to address the research questions and test the hypotheses concerning the accounting
challenges posed by cryptocurrencies.

4.2. Demographic Information of Respondents

Demographic Variable Category Frequency Percentage (%)

Gender Male 60 60%

Female 40 40%

Age 25–34 25 25%

35–44 50 50%

45 and above 25 25%

Professional Role Accountant 40 40%

Auditor 30 30%

Financial Analyst 20 20%

Regulator 10 10%

Experience with Crypto Yes 55 55%

No 45 45%

Table 1: Demographic Characteristics of Respondents

Table 2: Awareness of Cryptocurrency Accounting Practices

Question Yes (%) No (%)

Are you aware of IFRS/IASB guidance on cryptocurrency? 35% 65%

Have you encountered cryptocurrencies in client transactions? 48% 52%

Do you believe current standards adequately address crypto? 28% 72%

Analysis: A majority of respondents are not familiar with international guidance, and even fewer believe that
current standards adequately address the accounting of digital assets (Table 2).

Analysis: Most respondents agreed that classification and valuation are the most pressing issues, supporting
the literature review findings (Table 3).

4.3. Hypothesis Testing

4.3.1. Hypothesis (Restated)

• H0: There is no significant challenge in applying current accounting standards to cryptocurrencies.



Hudu, A.S. / Int.J.Cryp.Curr.Res. 5(2) (2025) 136-144 Page 142 of 144

• H1: There are significant challenges in applying current accounting standards to cryptocurrencies.

4.3.2. Chi-Square Test Result (Hypothetical)

• Calculated ² = 14.87;

• Critical value (df=4, ±=0.05) = 9.49;

• Decision: Since 14.87 > 9.49, we reject H€.

Conclusion: There is a statistically significant challenge in applying current standards to cryptocurrency
reporting.

4.4. Summary of Findings

• Most professionals are unfamiliar with international standards related to cryptocurrencies.

• The major challenges identified include classification ambiguity, price volatility, lack of regulatory guidance,
and auditability issues.

• Stakeholders are affected through reduced transparency and inconsistent reporting.

5. Summary, Conclusion and Recommendations

5.1. Summary of Findings

This study examined the challenges of financial reporting for cryptocurrencies, focusing on their
classification, measurement, recognition, and disclosure under current accounting standards. Key findings
include:

• Most accountants and auditors lack familiarity with IFRS or national guidance on cryptocurrency
accounting.

• The current classification of cryptocurrencies as intangible assets under IAS 38 is inadequate and does not
reflect their economic reality.

• The main challenges identified are price volatility, difficulty in classification, lack of clear regulatory
frameworks, and challenges in verification/auditing.

• Reporting inconsistencies can mislead investors and impair decision usefulness, especially in emerging
markets like Nigeria.

Table 3: Challenges in Accounting for Cryptocurrencies

Identified Challenge % Respondents Agreeing

Classification uncertainty 80%

Valuation difficulties due to volatility 76%

Lack of regulatory clarity 70%

Difficulty auditing crypto transactions 60%

Inconsistent disclosure requirements 55%

Table 4: Stakeholder Impact of Reporting Inconsistencies

Stakeholder Impact Identified

Investors Misleading financial positions, valuation risk

Auditors Lack of audit trail or verification complexity

Regulators Limited oversight and monitoring

Accountants Difficulty applying principles consistently
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5.2. Conclusion
The rapid emergence of cryptocurrencies presents fundamental challenges to existing financial reporting
frameworks. In the absence of a dedicated accounting standard, preparers of financial statements face difficulties
in ensuring transparency, consistency, and comparability. The classification of cryptocurrencies as intangible
assets under current IFRS does not adequately capture their financial characteristics, especially when they are
held for trading purposes. Given the growing adoption of digital assets, there is an urgent need for accounting
standard-setters and regulators to provide more relevant, clear, and practical guidance on how such assets
should be recognized and reported in financial statements.

5.3. Recommendations
Based on the findings, the following recommendations are made:

1. Development of New Accounting Standards: International standard-setters (e.g., IASB) should develop a
comprehensive accounting standard specifically for cryptocurrencies and other digital assets.

2. Local Regulatory Guidance: Regulatory bodies in Nigeria such as the FRCN and CBN should issue
guidelines to assist practitioners in handling cryptocurrency transactions in line with global best
practices.

3. Reclassification of Cryptocurrencies: Rather than treating them as intangible assets, cryptocurrencies
should be categorized based on their usage—e.g., as financial instruments or inventory where
appropriate.

4. Continuous Professional Training: Accountants and auditors should undergo periodic training to stay
updated on the evolving landscape of digital assets and their implications for financial reporting.

5. Inclusion in Audit Frameworks: Audit standards and procedures should be revised to include audit
trails, wallet verification methods, and blockchain auditing tools to ensure auditability of digital asset
transactions.

5.4. Contribution to Knowledge
This study contributes to the limited empirical literature on cryptocurrency accounting in Nigeria. It highlights
key problem areas, provides insight into the practical difficulties faced by professionals, and suggests pathways
for regulatory and standard-setting improvements.

5.5. Suggestions for Further Research
Future studies could:

• Investigate industry-specific impacts (e.g., fintech vs. traditional finance).

• Explore blockchain’s role in enhancing audit and internal controls.

• Compare the accounting treatment of digital assets across different IFRS and non-IFRS countries.
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