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Appendix 1.4 Blockchain accounting 
Forget the hype. A blockchain is a very simple concept: it is just a secure distributed ledger. 
The encryption process is ultra-secure as a number of people process the same transaction 
simultaneously and agree the result. Such people are called blockchain miners.   

Blockchains were part and parcel of cryptocurrencies and especially the most infamous, 
Bitcoin. Bitcoin miners undertake work just for Bitcoins. Bitcoin mining is the process of 
adding transaction records to Bitcoin's public ledger of past transactions or blockchain. This 
ledger of past transactions is called the blockchain, as it is a chain of blocks. The blockchain 
serves to confirm transactions to the rest of the network as having taken place. But this need to 
serve Bitcoin or any cryptocurrency. It can be used for anything: accounting and the wider 
information systems are ideal especially when data is shared.  

As with a digital receipt, if all parties use it, then the record is kept by transactee, and transactor, 
and well as the Blockchain miners, (the middlemen – the record keepers and processors), and 
the server. Each transaction is added, in IT terms, to a block of information wrapped in an 
enhanced encryption blanket.  

However, a single company could use it and just absorb the cost of the mining as part of their 
overall IT cost. The PCs for mining are purposely made with special ultra-fast dedicated chips 
ideal for crypto work and blockchain work. Though mining is being extended to smart phones. 

Misconception 1 
You only need miners if you are processing a cryptocurrency such as Bitcoin. You don’t have 
to have a lots of miners to have a blockchain. Two separate sites in an organisation, or just your 
company (with two company owned data miners), or you and the software package provide, or 
you and your auditor could perform the same data mining function – just a parallel processing 
and agreeing process.  

Misconception 2 
As with any digital signed receipt, you do not have to be anonymous. That is the preserve of 
crypto-currencies (at present, this might change). However, the alternative, where everything 
is open or total anonymity is not necessary either. Attached to the signed receipt can be a set 
of permissions allowing certain access to certain classes of users/people.  
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Impact on auditing and auditing market 
Very little. They can still be hacked. They can be broken. If one’s key is lost then that asset, 
set of transactions or values are lost forever. They are just a bit more secure and verifiable. The 
FRC lab thinks: 

Blockchain is not going away, but its growth in corporate reporting is likely to be 
gradual and restricted to certain use-cases1. 

 
We disagree. Technology becomes fashionable and the financial/accounting packages are 
going to adopt this technology quite quickly. So we believe they will become common place. 
Just think of them as a distributed ledgers. And remember they are not fool proof. Because of 
the need to have specialists, blockchains probably favour the Big Four and size; and the 
opportunity for enhanced add-on fees. 
 
 

                                                 
1 Financial Reporting Council Lab,  
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Financial Reporting Lab, Financial Reporting Council, June 2018. Page 19. 
Available at: 
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