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WHAT IS CRYPTOCURRENCY?

Cryptographic assets are transferable digital representations of a variety of ‘real world’ objects that are designed in a
way that prohibits their copying or duplication. Cryptocurrencies are among the most commonly known subsets of
cryptographic assets.

Cryptocurrency is an intangible digital token/ currency which is recorded using a distributed ledger infrastructure, often
referred to as a blockchain. When a transaction is to be added to the blockchain, the computers participating in the
blockchain use an automated process (a consensus algorithm) to validate the format of the transaction to be included in the
next ‘block’. These tokens provide various rights of use. For example, cryptocurrency is designed as a medium of exchange
to pay for goods and services, and for investment purposes.

These tokens are owned by an entity, which owns the key that lets it create a new entry in the ledger. Access to the ledger
allows the reassignment of the ownership of the token. These tokens are not stored on an entity’s IT system, as the entity
only stores the keys to the Blockchain (as opposed to the token itself). Cryptocurrencies do not have a physical form, and
they have not been declared to be legal tender. The supply of a cryptocurrency is not determined by any central bank.

Bitcoin is the first cryptocurrency, created in 2009 and initially defined as a chain of digital signatures.

CRYPTOCURRENCIES IN INDIA

Crypto Assets are unregulated in India. However, the Government vide Finance Act, 2022, brought a comprehensive taxation
regime for transfer of virtual digital assets (VDAs) and vide notification dated 7 March 2023 also brought VDAs under the
purview of the Prevention and Money-laundering Act, 2002.

WHICH IND AS MIGHT BE USED TO ACCOUNT FOR CRYPTOCURRENCY?

Accounting for cryptocurrencies is not as simple as it might first appear. As no Ind AS specifically addresses this issue,
reference must be made to existing Ind AS (and perhaps even the Conceptual Framework for Financial Reporting) to
interpret the recognition and measurement of cryptocurrencies. Crypto-assets have diverse terms and conditions. The
purpose for holding crypto-assets also differs among the entities, and even among business models within the entities that
hold them. Hence, the accounting treatment will depend on the particular facts and circumstances, and the resulting
analysis could be complex.

It is well understood that a cryptocurrency does meet the definition of an asset under the Ind AS Conceptual Framework.
However, it would be critical to understand which Standard would be most relevant given the nature of Cryptocurrency.

1. A financial asset like cash or cash equivalent? Or

2. Anintangible asset?

These are not legal tender and not issued by any

Cash Ind AS 7 and Ind AS 32 No Government or State.

Cash Equivalent Ind AS 7 No The value of cryptocurrencies is highly volatile.

No contractual right to receive cash or another
Financial asset Ind AS 109 No financial asset, and is not a residual (equity) interest
in the issuer of the cryptocurrency.

Intangible asset Ind AS 38 Yes As they are identifiable and lack physical substance

Only where the test for “held for sale in ordinary

Inventor Ind AS 2 Yes . .
y course of business” is met.

Let us analyse the above table in detail:

Is Cryptocurrency Cash?

At first, it might appear that cryptocurrency should be accounted for as cash because it is a form of digital money. The
description of cash in Ind AS 32 suggests that, cash is expected to be used as a medium of exchange (i.e., used in exchange
for goods or services) and as the monetary unit in pricing goods or services to such an extent that it would be the basis on
which all transactions are measured and recognised in financial statements (i.e., it could act as the functional currency of
an entity). Currently, it is unlikely that any crypto-asset would be considered a suitable basis for measuring and recognising
all the items in an entity’s financial statements.
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Cash, as currently presented in the financial statements, tends to be the physical holdings and demand deposits of fiat
currencies issued, or supported, by the governments of various jurisdictions. Fiat currencies (physical currencies like dollar
or sterling) have little or no intrinsic value but are generally accepted as a medium of exchange in a jurisdiction because
they are supported by the government and recognised as legal tender in their respective jurisdictions.

The holder of a cryptocurrency is unable to demand cash and instead is only able to realise its investment by either selling it
to another party or by using it to purchase goods or services.

Is Cryptocurrency A Cash Equivalent?

The answer is no. Because of the significant risk of changes in value, a cryptocurrency will fail the definition of cash
equivalents. Ind AS 7 defines cash equivalents as ‘short-term, highly liquid investments that are readily convertible to known
amounts of cash and which are subject to an insignificant risk of changes in value’. Thus, cryptocurrencies cannot be
classified as cash equivalents because they are subject to significant price volatility. Therefore, it does not appear that
digital currencies represent cash or cash equivalents that can be accounted for in accordance with Ind AS 7. Although an
increasing number of entities are accepting digital currencies as payment, digital currencies are not yet widely accepted as
a medium of exchange and do not represent legal tender. Entities may choose to accept digital currencies as a form of
payment, but there is no requirement to do so.

Is Cryptocurrency A Financial Asset?

Cryptocurrencies fail the definition of a financial asset, since they do not give the holder any contractual right to receive
cash or another financial asset, and they do not entitle the holder to any residual (equity) interest in the issuer of the
cryptocurrency.

Moreover, cryptocurrency is not a debt security, nor an equity security (although a digital asset could be in the form of an
equity security) because it does not represent an ownership interest in an entity. Therefore, it appears cryptocurrency
should not be accounted for as a financial asset.

WHAT IS BEST SUITED FOR ACCOUNTING OF A CRYPTOCURRENCY?
An intangible asset? Yes, because it is identifiable and does not have any physical form.

Ind AS 38 ‘Intangible Assets’, defines an intangible asset as an identifiable non-monetary asset without physical substance.
Ind AS 38 states that an asset is identifiable if it is separable or arises from contractual or other legal rights. An asset is
separable if it is capable of being separated or divided from the entity and sold, transferred, licensed, rented or exchanged,
either individually or together with a related contract, identifiable asset or liability.

This also corresponds with Ind AS 21 The Effects of Changes in Foreign Exchange Rates, which states that an essential
feature of a non-monetary asset is the absence of a right to receive (or an obligation to deliver) a fixed or determinable
number of units of currency. Thus, it appears that cryptocurrency meets the definition of an intangible asset in Ind AS 38 as
it is capable of being separated from the holder and sold or transferred individually and, in accordance with Ind AS 21, it
does not give the holder a right to receive a fixed or determinable number of units of currency.

Cryptocurrency holdings can be traded on an exchange, and therefore, there is an expectation that the entity will receive an
inflow of economic benefits. However, cryptocurrency is subject to major variations in value, and therefore, it is non-
monetary in nature. Cryptocurrencies are a form of digital money and do not have physical substance. Therefore, the most
appropriate classification is as an intangible asset.

Measurement: Ind AS 38 allows intangible assets to be measured at cost or revaluation.

A) Using the cost model, intangible assets are measured at cost on initial recognition and are subsequently measured at
cost less accumulated amortisation and impairment losses.

B) Using the revaluation model, intangible assets can be carried at a revalued amount if there is an active market for
them; however, this may not be the case for all cryptocurrencies.

The same measurement model should be used for all assets in a particular asset class. If there are assets for which there is
not an active market in a class of assets measured using the revaluation model, then these assets should be measured using
the cost model.

Ind AS 38 states that a revaluation increase should be recognised in other comprehensive income and accumulated in equity.
However, a revaluation increase should be recognised in profit or loss to the extent that it reverses a revaluation decrease of
the same asset that was previously recognised in profit or loss. A revaluation loss should be recognised in profit or loss.
However, the decrease shall be recognised in other comprehensive income to the extent of any credit balance in the
revaluation surplus in respect of that asset.
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Where the revaluation model can be applied, IFRS 13 Fair Value Measurement should be used to determine the fair value of
the cryptocurrency. IFRS 13 defines an active market, and judgement should be applied to determine whether an active
market exists for particular cryptocurrencies. As there is daily trading of some cryptocurrencies, such as Bitcoin, it may be
possible to demonstrate that such a market exists. A quoted market price in an active market provides the most reliable
evidence of fair value and is used without adjustment to measure fair value whenever available. In addition, the entity
should determine the principal or most advantageous market for the cryptocurrencies.

An entity will also need to assess whether the cryptocurrency’s useful life is finite or indefinite. An indefinite useful life is
where there is no foreseeable limit to the period over which the asset is expected to generate net cash inflows for the
entity. It appears that cryptocurrencies should be considered as having an indefinite life for the purposes of Ind AS 38. An
intangible asset with an indefinite useful life is not amortised but must be tested annually for impairment.

ENTITIES WHOSE BUSINESS IS DEALING/ TRADING IN CRYPTOCURRENCIES - INVENTORY OR INTANGIBLE ASSETS?
Ind AS 2 defines inventories as assets:

= held for sale in the ordinary course of business

= in the process of production for such sale, or

= in the form of materials or supplies to be consumed in the production process or in the rendering of services.

Crypto-assets would generally not be used in the process of production or in form of materials or supplies to be consumed in
the production process.

When crypto-assets are held for sale in the ordinary course of business, Ind AS 2 would be applicable. However, for
cryptocurrency (or cryptocurrencies) to be regarded as being inventory, the entity would need to demonstrate that they
were being traded frequently enough for this to be the entity’s ‘ordinary course of business’.

In cases where cryptocurrencies meet the criteria of Ind AS 2, the asset will be measured at the lower of cost and net
realisable value. The costs of purchased crypto-asset inventories would typically comprise the purchase price, irrecoverable
taxes and other costs directly attributable to the acquisition of the inventory (e.g., blockchain processing fees). Other costs
are included in the cost of inventories only to the extent that they are incurred in bringing the crypto-asset inventories to
their present location and condition. The cost of inventory excludes anticipated selling costs as well as storage expenses
(e.g., costs of holding a wallet or other crypto-account).

Net realisable value is defined in Ind AS 2 as the estimated selling price in the ordinary course of business, less the estimated
cost of completion and the estimated cost necessary to make the sale. An entity holding crypto-asset inventory will need to
estimate the net realisable value at each reporting period. Where this is below cost, the inventory should be written down to
its net realisable value with the write-down being recorded in profit or loss. A previous write-down of inventory is reversed
when circumstances have improved, but the reversal is limited to the amount previously written down so that the carrying
amount never exceeds the original cost.

Further, an entity that actively trades cryptocurrencies, purchasing them with a view to their resale in the near future and
generating a profit from fluctuations in the price or traders’ margin, might consider whether the guidance in Ind AS 2 for
commodity broker-traders should be applied. Commodity broker-traders may measure their commodity inventories at fair
value less costs to sell. In those cases, the measurement principles of Ind AS 2 do not apply to that inventory.

INITIAL RECOGNITION AND MEASUREMENT OF CRYPTO-ASSETS

There are several ways in which crypto assets may be acquired, and the accounting for their initial recognition and
measurement is determined by the particular facts and circumstances. The table below provides a summary of the

applicable standards.
Relevant guidance to consider |Transaction through which
under US GAAP and IFRS the crypto is acquired

Purchased (spot or via exchange) ASC 350 / Ind AS 38 At cost

Transaction through which the crypto

is acquired

Received in exchange for providing goods or

: ASC 606 / Ind AS 115 At fair value (non-cash consideration)
services to a customer

ASC 350 / Ind AS 103 At cost (allocated on a relative fair

Acquired in acquisition of group of assets value basis)

Acquired in a business combination ASC 805 / Ind AS 103 At Fair value

Received in exchange for non-financial assets  ASC 845 / Ind AS 38 At fair value (non-cash consideration)
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ACCOUNTING TREATMENT OF CRYPTOCURRENCIES - IFRS INTERPRETATIONS COMMITTEE PERSPECTIVE

At the July 2018 Board meeting, the IASB (International Accounting Standard Board) reached an agreement to ask the IFRS
Interpretations Committee (IFRS IC) to consider guidance for the accounting of transactions involving cryptocurrencies,
possibly in the form of an agenda decision on how an entity might walk through the existing IFRS requirements.

In June 2019, the IFRS IC published its agenda decision on ‘Holdings of Cryptocurrencies’, considering cryptographic assets
with the following characteristics:

a) adigital or virtual currency recorded on a distributed ledger that uses cryptography for security;
b) not issued by a jurisdictional authority or other party; and
c) does not give rise to a contract between the holder and another party.

The IFRS IC concluded that holdings of cryptocurrencies should be accounted for under IAS 38 unless they are held for sale
in the ordinary course of business, in which case, IAS 2 would apply.

ACCOUNTING TREATMENT OF CRYPTOCURRENCIES - US GAAP PERSPECTIVE

In December 2023, the FASB issued ASU 2023-08, Intangibles — Goodwill and Other — Crypto Assets (Subtopic 350-60):
Accounting for and Disclosure of Crypto Assets, to specifically address the accounting for and disclosure of a subset of
digital assets that meet certain criteria. The guidance, which is codified in new subtopic ASC 350-60, requires all entities
to subsequently measure the crypto assets they hold at fair value at each reporting period in accordance with ASC 820, Fair
Value Measurement. Gains and losses from the remeasurement of crypto assets shall be included in net income. The
standard eliminates the previous impairment-only model and instead mandates presenting crypto assets separately from
other intangible assets on the balance sheet, and reporting changes in their fair value distinctly in the income statement.

Listed below are the criteria mentioned in ASC 350-60:

1. Is an intangible asset;

2. Does not provide the asset holder with enforceable rights to, or claims on, underlying goods, services, or other assets;
3. Is created or resides on a distributed ledger based on blockchain or a similar technology;

4. s secured through cryptography;

5. Is fungible; and

6. Is not created or issued by the reporting entity or its related parties.

Digital assets that do not meet all the scope criteria described in ASC 350-60 should be accounted for in accordance with
other applicable US GAAP.

CONCLUSION

As the landscape of digital assets continues to evolve, cryptocurrencies stand at the intersection of technology, finance,
and regulation, challenging conventional accounting frameworks and demanding a nuanced interpretation of existing Ind AS
guidance. While their economic substance clearly establishes them as assets, their unique characteristics—ranging from
high volatility to decentralised governance—necessitate careful assessment under Ind AS 38 or Ind AS 2, depending on the
entity’s purpose for holding them. As regulatory clarity gradually increases in India and globally, entities will need to apply
sound judgement, robust governance processes, and transparent disclosures to ensure their accounting treatment faithfully
represents the underlying economics. Ultimately, a thoughtful and well-reasoned approach will be essential for navigating
this emerging asset class responsibly and consistently.




BDO India | The Standard Stance | 6

ABOUT BDO GLOBAL

BDO is an international network of independent public accounting, tax and advisory firms. We support organisations with
an unwavering focus on quality, industry expertise, and the innovative use of technology to deliver impactful solutions.
Our commitment to people, clients, and communities is at the core of everything we do. With our people-first culture, we
foster an environment where diversity thrives, growth is nurtured, and continuous learning drives lasting progress for a

sustainable future.

ABOUT BDO INDIA

BDO India offers Assurance, Tax, Advisory, Technology Products & Solutions, Digital Transformation, and Managed Services &
Outsourcing to domestic and international clients across various industries. Bringing together expertise, innovatively driven
and delivered through technology, we empower businesses to navigate their unique challenges with transformative,
impactful, client-centric solutions. The team in India comprises over 11,000* professionals, led by more than 350 Partners
and Directors, operating out of 20 offices across 14 key cities.

*Includes employees from BDO RISE and BDO EDGE

CONTACT US

For any content related queries, you may please write to the service line experts at accountingadvisory@bdo.in

For any other queries or feedback, kindly write to us at marketing@bdo.in

BDO INDIA OFFICES

Ahmedabad

BDO India LLP

Westgate Business Bay, Block - A,

Level-6, Opp. Nirvana Party Plot,

S.G. Highway, Ahmedabad - 380051, INDIA

Bhopal
Floor 3, Pradhan Business Center

Ansal Pradhan Enclave, E 8 Arera
Colony Near Dana Pani Square,
Bhopal 462026, INDIA

Coimbatore

Pacom Square, Floor 3, 104/1, Sakthi
Main Road, Bharathi Nagar, Ganapathy
Coimbatore 641006, INDIA

Goa
BIZ - Nest, Floor 7

A Wing, Sunteck Corporate Park
Opp. Shram Shakti Bhavan, Patto
Panaji, Goa 403001, INDIA

Kolkata

Floor 4, Duckback House
41, Shakespeare Sarani
Kolkata 700017, INDIA

Mumbai - Office 3

Floor 20, 2001 & 2002 - A Wing, 2001-

F Wing Lotus Corporate Park, Western
Express Highway, Ram Mandir Fatak Road,
Goregaon (E) Mumbai 400063, INDIA

Pune - Office 2

Floor 2 & 4, Mantri Sterling, Deep Bunglow
Chowk, Model Colony, Shivaji Nagar

Pune 411016, INDIA

Bengaluru - Office 1
Prestige Nebula, Floor 3

Infantry Road
Bengaluru 560001, INDIA

Chandigarh

Plot no. 55, Floor 5

Industrial & Business Park

Phase 1, Chandigarh 160002, INDIA

Delhi NCR - Office 1

Magnum Global Park, Floor 21, Archview
Drive, Sector 58, Golf Course Extn Road
Gurugram 122011, INDIA

Hyderabad

1101/B, Manjeera Trinity Corporate
JNTU-Hitech City Road, Kukatpally
Hyderabad 500072, INDIA

Mumbai - Office 1

The Ruby, Level 9, North West &
South East Wings, Senapati Bapat Marg
Dadar (W), Mumbai 400028, INDIA

Mumbai - Office 4

2nd floor, Empire Complex
414 , Senapati Bapat Marg
Lower Parel West,

Mumbai 400013, INDIA

Vadodara

1008, Floor 10, "OCEAN", Sarabhai
Compound, Nr. Centre Square Mall,
Dr. Vikram Sarabhai Marg Vadodara
390023, INDIA

Bengaluru - Office 2
SV Tower, No. 27, Floor 3 & 4

80 Feet Road, 6th Block, Koramangala
Bengaluru 560095, INDIA

Chennai

Olympia Cyberspace, Floor 10, Module 4

No: 4/22 Arulayiammanpet, SIDCO Industrial
Estate Guindy, Chennai 600032, INDIA

Delhi NCR - Office 2
Windsor IT Park, Plot No: A-1
Floor 2, Tower B, Sector 125
Noida 201301, INDIA

Kochi

XL/215 A, Krishna Kripa
Layam Road, Ernakulam
Kochi 682011, INDIA

Mumbai - Office 2

601, Floor 6, Raheja Titanium, Western
Express Highway, Geetanjali Railway
Colony, Ram Nagar Goregaon (E),
Mumbai 400063, INDIA

Pune - Office 1

Floor 6, Building No. 1

Cerebrum IT Park, Kalyani Nagar

Pune 411014, INDIA

Ahmedabad‘ Bengaluru Bhopal ‘Chandigarh‘ Chennai ‘Coimbatore‘ Delhi ‘ Goa ‘Hyderabad‘ Kochi ‘ Kolkata ‘ Mumbai ‘ Pune ‘ Vadodara

This publication has been carefully prepared, but it has been written in general terms and should be seen as containing broad statements only. This publication should not be used or relied upon to cover
specific situations and you should not act, or refrain from acting, upon the information contained in this publication without obtaining specific professional advice. Please contact BDO India Services Private
Limited to discuss these matters in the context of your particular circumstances. BDO India Services Private Limited, its directors, promoters, employees and agents do not accept or assume any
responsibility or duty of care in respect of any use of or reliance on this publication, and will deny any liability for any loss arising from any action taken or not taken or decision made by anyone in reliance
on this publication or any part of it. Any use of this publication or reliance on it for any purpose or in any context is therefore at your own risk, without any right of recourse against BDO India Services
Private Limited or any of its directors, promoters, employees or agents.

BDO India Services Private Limited, a private limited company incorporated in India, is a member of BDO International Limited, a UK company limited by guarantee, and forms part of the
international BDO network of independent member entities.

BDO is the brand name for the BDO network and for each of the BDO Member Entities
Copyright © 2026 BDO India Services Private Limited. All rights reserved. Published in India.
Visit us at www.bdo.in

00006


mailto:accountingadvisory@bdo.in
mailto:marketing@bdo.in
https://www.bdo.in/en-gb/locations/hyderabad-kukatpally
https://www.bdo.in/en-gb/locations/kochi-ernakulam
https://www.bdo.in/en-gb/locations/goa-panaji
https://www.bdo.in/en-gb/locations/delhi-ncr-noida
https://www.bdo.in/en-gb/locations/delhi-ncr-noida
https://www.bdo.in/en-gb/locations/delhi-ncr-noida
https://www.bdo.in/en-gb/locations/coimbatore-bharti-nagar
https://www.bdo.in/en-gb/locations/delhi-ncr-gurugram
https://www.bdo.in/en-gb/locations/delhi-ncr-gurugram
https://www.bdo.in/en-gb/locations/delhi-ncr-gurugram
https://www.bdo.in/en-gb/locations/mumbai-dadar-office-1
https://www.bdo.in/en-gb/locations/mumbai-dadar-office-1
https://www.bdo.in/en-gb/locations/mumbai-dadar-office-1
https://www.bdo.in/en-gb/locations/kolkata-shakespear-sarani
https://www.bdo.in/en-gb/locations/mumbai-dadar-goregaon
https://www.bdo.in/en-gb/locations/mumbai-dadar-goregaon
https://www.bdo.in/en-gb/locations/mumbai-dadar-goregaon
https://www.bdo.in/en-gb/locations/ahmedabad-makarba
https://www.bdo.in/en-gb/locations/bengaluru-shivaji-nagar
https://www.bdo.in/en-gb/locations/bengaluru-shivaji-nagar
https://www.bdo.in/en-gb/locations/bengaluru-shivaji-nagar
https://www.bdo.in/en-gb/locations/bengaluru-koramangala
https://www.bdo.in/en-gb/locations/bengaluru-koramangala
https://www.bdo.in/en-gb/locations/bengaluru-koramangala
https://www.bdo.in/en-gb/locations/pune-shivaji-nagar
https://www.bdo.in/en-gb/locations/pune-shivaji-nagar
https://www.bdo.in/en-gb/locations/pune-shivaji-nagar
https://www.bdo.in/en-gb/locations/chandigarh-industrial-business-park
https://www.bdo.in/en-gb/locations/bhopal-ansal-pradhan-enclave
https://www.bdo.in/en-gb/locations/chennai-olympia-cyberspace
https://www.bdo.in/en-gb/locations/vadodara-centre-square-mall
https://www.bdo.in/en-gb/locations/pune-kalyani-nagar
https://www.bdo.in/en-gb/locations/pune-kalyani-nagar
https://www.bdo.in/en-gb/locations/pune-kalyani-nagar
https://www.bdo.in/en-gb/locations/mumbai-rammandir
https://www.bdo.in/en-gb/locations/mumbai-rammandir
https://www.bdo.in/en-gb/locations/mumbai-rammandir
https://www.bdo.in/en-gb/locations/mumbai-lower-parel
https://www.bdo.in/en-gb/locations/mumbai-lower-parel
https://www.bdo.in/en-gb/locations/mumbai-lower-parel
https://www.instagram.com/bdoindia_official/?hl=en
http://www.linkedin.com/company/bdo-in-india
http://www.youtube.com/user/BDOIndia
http://www.twitter.com/bdoind
https://www.whatsapp.com/channel/0029Vb6D29b4Crfe5NLZWR1X/
http://www.bdo.in/

	PRESENTATION
	Slide 1
	Slide 2
	Slide 3
	Slide 4
	Slide 5
	Slide 6


