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Abstract 
Decentralised Autonomous Organisations (DAOs) are rapidly gaining popularity in the blockchain ecosystem. Given the widespread 
use of reported data to make informed decisions related to these entities, it is imperative to address the lack of reporting guidance for 
key metrics of DAOs. Currently, any governance tokens minted but not yet distributed by the DAO is recorded as an asset held in the 
DAO’s treasury. As the value attributed to these undistributed tokens is material, poor reporting practices of this economic 
phenomenon would negatively impact the decisions made by users of this information. This study undertakes a qualitative non-
empirical investigation to evaluate the reporting practice of recording native governance tokens held in DAO treasuries. The study 
identifies the reporting practices by examining websites that report on DAO treasuries, and the practice found is evaluated against the 
International Financial Reporting Standards (IFRS) to ensure fair presentation. The results of the study reveal that the current practice 
of recording all native governance tokens held as assets in the treasury fails to achieve fair presentation, as many governance tokens 
might fail the definition of an asset, and some might be required to be measured at cost rather than market value. As a result, the 
treasuries of DAOs are materially overstated, and investors may be relying on misleading information. 
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1. Introduction 

Decentralised Autonomous Organisations (DAOs) have 
emerged as a rapidly growing phenomenon in the financial 
landscape. With the market capitalisation of the top 10 DAOs 
now exceeding $14 billion [1] and the number of governance 
token holders increasing from 1.7 million in early 2022 to 6.4 
million in early 2023 [2], the importance of accurate and 
transparent reporting practices cannot be overstated. Token 
holders rely on publicly available data to make economic 
decisions regarding DAOs, and one of the critical metrics 
being reported is the size and composition of their treasuries, 
which finance the DAOs’ activities [3]. Despite the 
significance of DAO treasuries totalling $13.4 billion [2], no 
prior research has been conducted on the reporting practices 
of these treasuries. This constitutes an important gap in the 
scientific literature, as poor disclosure practices could 
negatively impact the decisions made by token holders. 

In reporting on the total value of DAO treasuries, reporting 
websites such as DeepDAO [2], DefiLlama [4] and 
OpenOrgs.info [5] include in their calculation any native 
governance tokens held by the DAO, which significantly 
impacts the reported total value. The top 10 DAOs hold a 
total treasury value of $9.6 billion [2], of which $8.0 billion 

consists of undistributed governance tokens minted by the 
DAOs themselves (calculated using the breakdowns provided 
by DeepDAO). This study seeks to answer whether this 
disclosure practice of recording the DAOs’ undistributed 
governance tokens as part of its treasury leads to unfaithful 
presentation and therefore DeFi investors trading on 
misleading information. If it is found that the inclusion of 
these native tokens in reporting on the value of the treasuries 
held leads to unfaithful presentation, the value of DAO 
treasuries is being significantly overreported. 

The present study aims to address the lack of guidance on 
faithful reporting of DAO treasuries, as noted in previous 
research [6]. This study will fill the gap in existing knowledge 
by evaluating current accounting practices employed by 
reporting websites. The findings of this study will provide the 
initial guidance to reporting websites for accurately reporting 
on DAO treasuries, with the goal of enhancing the usefulness 
of information provided to existing and potential investors. 

Additionally, this study will contribute to the emerging field of 
research on DAOs, which has gained increasing attention among 
researchers across multiple fields [7]. The value of DAO 
treasuries is often used as a metric in DeFi research [8], making 
this study relevant and important to this growing area of research. 
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Furthermore, this study serves as an initial foray into the 
accounting literature on DAOs, thereby providing a 
foundation for future research in the financial reporting of 
DAOs. By investigating the current reporting practices, this 
study aims to lay the groundwork for the development of an 
established framework for the reporting of DAO treasuries. 

The main research question this study seeks to answer is as 
follows: Does the current common disclosure practice of 
recording the DAOs’ undistributed governance tokens as part 
of its treasury lead to unfaithful presentation and therefore 
DeFi investors trading on misleading information? 

The article proceeds as follows: Section 2 provides the 
research methodology. Section 3 provides background on how 
DAOs operate and the current reporting practices of DAO 
treasuries. Section 4 establishes a framework of what 
constitutes “faithful presentation.” Thereafter, the current 
reporting practices of DAO treasuries are analysed against this 
framework. Finally, the article concludes whether DAO 
treasuries are currently being faithfully reported, with further 
recommendations on how to improve the usefulness of the 
information being reported. 

2. Methodology 

This study employed a non-empirical qualitative approach 
based on a literature study of pure theoretical aspects. First, a 
literature review was performed to provide the necessary 
context to define and understand how Decentralised 
Autonomous Organisations (DAOs) originated with the 
evolution of blockchain technology, how they are structured 
and what role the economic phenomena of governance tokens 
and treasuries perform in their operations. 

To evaluate whether the current reporting practices on DAO 
treasuries achieve faithful presentation, the following steps 
were then followed: 

Step 1: Identify sources that report on the treasuries of DAOs. 
To identify sources that report on the treasuries of DAOs, this 
study employed an ad-hoc approach based on a literature 
review of existing research in the field. This involved 
examining references cited in the literature to identify sources 
that report on DAO treasuries. Additionally, a web search was 
conducted using keywords such as “DAO treasuries 
reporting” and “governance token reporting” to locate 
websites and publications that have reported on DAO 
treasuries in the past. The criteria used to select sources 
included a focus on websites and publications with a 
reputation for being trustworthy and reliable sources of 
information in the blockchain and cryptocurrency space. 
Ultimately, this approach led to the identification of three 
sources that will be used to evaluate the reporting practices 
surrounding native governance tokens held in DAO 
treasuries. This ad-hoc approach was necessary given the 
relatively new area of research on DAO treasuries and the lack 
of established methods for identifying sources in this field. 

Step 2: Identify the reporting practices surrounding native 
governance tokens held in DAO treasuries of the sources 
identified in step 1. Specifically, it will be determined whether 
native governance held by the DAO in are included in the 
total treasury value reported, and if so, at what amounts. 

Step 3: Identify an appropriate framework to be used to 
evaluate whether the reporting practices as identified in step 2 
achieve faithful presentation. This study initially considered 
two accounting frameworks: the Generally Accepted 
Accounting Principles (GAAP) and the International Financial 
Reporting Standards (IFRS). After considering the 
characteristics of DAOs as identified in the background 
literature review, as well as the differences between GAAP 
and IFRS, IFRS was ultimately selected for use in this study. It 
is important to recognise that compliance with accounting 
standards is often linked to the legal jurisdiction in which an 
entity is registered [6]. Since DAOs frequently operate without 
a formal legal structure, these entities are not legally obligated 
to produce financial information according to established 
accounting standards [6]. However, the lack of formal 
regulation does not preclude the evaluation of DAO treasury 
reporting with respect to IFRS. While such an evaluation may 
not serve to ensure legal compliance, it is nonetheless valuable 
in assessing the accuracy and reliability of financial 
information provided by DAOs to their stakeholders. The aim 
of this paper was to examine the adherence of DAO treasury 
reporting to the IFRS framework in order to identify any 
potential sources of misinformation that may affect user 
decision-making. 

Step 4: Identify the criteria for faithful presentation as set out 
in the framework chosen in step 3. Since this study aims to 
assess the faithful reporting of assets held in DAO treasuries, 
the recognition criteria for classifying an element as an asset 
were considered relevant. Additionally, the classification of the 
type of asset is also important as it will impact the value at 
which the asset may be reported (measurement). 

Step 5: Apply the criteria for faithful presentation identified in 
step 4 to the reporting practices on DAO treasuries as 
identified in step 2, to determine whether native governance 
tokens held in DAO treasuries are being faithfully presented. 

Step 6: Make a conclusion on whether governance tokens held 
in DAO treasuries are being faithfully presented and provide 
recommendations on how to enhance the faithful presentation 
thereof. 

3. Decentralised Autonomous Organisations (DAOs) 

3.1 The evolution of Decentralised Finance (DeFi) 

In 2009, the first cryptocurrency, Bitcoin, was introduced with 
the objective of creating a peer-to-peer electronic cash system, 
devoid of intermediaries [9]. This was achieved through the 
implementation of a distributed ledger technology, later 
termed “blockchain.” Bitcoin transactions are facilitated using 
public-key cryptography. The transactions approved by nodes 
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across the globe are recorded on a decentralised ledger 
referred to as the blockchain. Each node maintains a copy of 
the ledger, and the honesty of nodes is ensured through the 
consensus algorithm (Proof-of-Work in the case of Bitcoin), 
for which detailed exploration falls outside the scope of this 
study. 

In 2015, another blockchain, Ethereum, was launched. 
Ethereum utilises two types of accounts: externally owned 
accounts (EOAs) and smart contracts [10]. EOAs function 
similarly to Bitcoin addresses, as they are controlled through 
private keys. EOAs can be used to transfer Ether, the 
blockchain’s native cryptocurrency, or any other data to 
another EOA or smart contract. Smart contracts, on the other 
hand, are not controlled by private keys but rather by code. 
They are deployed by sending their bytecode from an EOA to 
“address zero.” The code determines the fate of any 
cryptocurrency or data received from another address. As 
smart contracts are stored on the blockchain, its code cannot 
be modified, and is entirely transparent. 

Templates exist for writing code into smart contracts, which 
enable the creation and maintenance of tokens. The rules of 
token ownership are enforced by the code and typically 
ownership is automatically transferred to the address from 
which Ether is received. The smart contract maintains a record 
of the addresses that own the tokens stored within it. As smart 
contract syntax is Turing-complete, loops can be coded to 
automate state changes to the tokens based on predetermined 
conditions. The Ethereum blockchain records not only 
transfers of Ether across addresses but also any changes in 
state of smart contracts. The emergence of financial 
instruments as tokens in these contracts provided the technical 
foundation for a range of blockchain-based financial products 
beyond electronic cash, known as Decentralised Finance 
(DeFi) [11]. As of February 1, 2023, the total value locked in 
DeFi applications is estimated to be $47.75 billion [12]. 

3.2 DAO structure  

A protocol within the DeFi ecosystem refers to a set of smart 
contracts that collectively serve a specific purpose [13]. These 
protocols enable users to interact with one another without 
the intervention of central authorities. The two primary 
categories of DeFi protocols, as measured by total value 
locked, are Decentralised Exchanges (Dexes) and Lending 
protocols [14]. A Dex is a type of protocol which enables 
users to exchange cryptocurrencies in a peer-to-peer manner. 
A Lending protocol allows users to lend and borrow assets 
among each other. 

Most DeFi protocols are structured as Decentralised 
Autonomous Organisations (DAOs) [13]. In contrast to 
traditional organisations, decision-making and administrative 
processes in DAOs are automated through a set of smart 
contracts, rather than being carried out by conventional 
management structures [7]. The rules encoded in the smart 
contracts, which are determined by the DAO members 

through a voting mechanism, form the basis for the operation 
of the DAO [15]. 

The smart contract of a DAO protocol mints governance 
tokens, which may be sold in exchange for capital or 
distributed to users as a reward for interacting with the 
protocol, also known as an “airdrop” [16]. The activities of the 
DAO are funded by its treasury, which is a smart contract [3]. 
The DAO treasury is sustained by capital raised from the sale 
of governance tokens and profits generated from the services 
provided by the DAO [8]. 

 
Figure 1: Structure of a DAO, adapted from [13] 

Figure 1 depicts the structure of a DAO, specifically how users 
interact with the protocol and how the DAO is funded by its 
treasury and owned by its members. As mentioned earlier, 
governance tokens are originally minted by a smart contract of 
the DAO protocol and then distributed to members. Any 
governance tokens minted but not yet distributed are kept in 
the treasury of the DAO. 

3.3 Rights of governance token holders 

Holders of governance tokens have certain rights as 
determined and enforced by the smart contract. While a 
comprehensive taxonomy of governance token rights has yet 
to be developed, these rights can include the ability to vote on 
proposals that affect the direction and operations of the DAO, 
such as the interest rate model for the Compound protocol 
[17]. Additionally, token holders may have access to rewards 
based on their participation or contributions to the network, 
such as a share of the fees generated by the Curve Finance 
platform for CRV token holders [18]. In addition, governance 
tokens may also confer governance over the DAO’s treasury, 
allowing holders to vote on how funds are allocated, such as 
the allocation of funds from the Aave ecosystem reserve for 
new features or protocols [19]. 

3.4 Current reporting practices of DAO treasuries 

Websites dedicated to reporting on DAOs play a crucial 
role in furnishing users with the requisite information to 
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facilitate their economic decision-making regarding DAOs. 
Despite the visibility of on-chain data, the transparency of 
such data is somewhat limited, as conducting an analysis of 
on-chain transactions is a technical and laborious process 
[6]. To circumvent this issue, DAO reporting websites 
obtain pertinent data from blockchains and DAO 
documentation, thus offering valuable and comparable 
insights to users. This practice allows potential investors, 
who may not possess technical expertise, to gain a 
comprehensive understanding of DAO-related information 
in a user-friendly manner. 

DeepDAO is a leading data analytics platform for DAOs. It 
aggregates information on over 10,000 DAOs and profiles of 
over 4.6 million participants, offering a comprehensive 
overview of key metrics such as treasury value, number of 
token holders, proposals and votes [2]. The data reported by 
DeepDAO has been widely recognised and quoted by 
reputable media outlets, including Forbes [20] and The New 
York Times [21]. DeepDAO defines a treasury as the “total 
assets that the DAO may use at its own discretion” and 
calculates the value by obtaining the crypto assets held in the 
DAO’s smart contract and multiplying it by the market values 
of corresponding tokens. This calculation includes any native 
governance tokens held in the treasury smart contract. Thus, 
any governance tokens minted but not yet issued are reported 
as assets held by the DAO. 

DefiLlama is an established platform that has gained a 
reputation as a reliable source of DeFi data and has been cited 
in numerous academic and industry publications [22]. 
DefiLlama reports on the treasuries of 125 DAOs, breaking 
down the assets into categories of stablecoins, major 
cryptocurrencies such as BTC and ETH, the DAO’s native 
governance token, and other assets [4]. The total value of each 
DAO’s treasury is then also reported, which includes the 
DAO’s own native governance tokens held. 

OpenOrgs.info is another website that offers valuable insights 
into the treasuries of DAOs. Its homepage succinctly 
highlights the emerging trend of DAOs as new forms of 
companies and asks the critical question: “What’s on their 
balance sheet?” [5]. The website ranks 46 DAOs based on the 
size of their treasury and provides a detailed breakdown of 
each DAO’s assets. This includes the DAO’s native token, 
which is considered part of the reported value. 

The treatment of native governance tokens held in DAO 
treasuries as assets held by the DAO by leading data 
analytics platforms therefore suggests that this is a common 
reporting practice. While these platforms provide valuable 
insights into the treasuries of DAOs, it remains unclear 
whether including governance tokens in the reported value 
leads to an accurate representation of the assets held by 
DAOs. This study seeks to address this gap in the literature 
by examining the impact of including native governance 
tokens in the value of DAO treasuries on the fairness of 
DAO reporting. 

4. Framework for Faithful Presentation 

4.1 Choosing an appropriate framework for faithful 
presentation 

The absence of specific reporting guidelines for DAOs [6] 
necessitates the use of available accounting standards to 
evaluate the faithful representation of DAO treasuries. The 
Securities Exchange Commission requires domestic United 
States-listed companies to abide by the “US Generally 
Accepted Accounting Principles” (US GAAP) accounting 
standard [23]. DAOs do not however operate in only one 
jurisdiction and are run by members across the globe [24]. The 
International Accounting Standards Board (IASB) issued the 
International Financial Reporting Standards (IFRS) in 2001, 
with the aim of setting a single set of accounting standards to 
be applied globally. IFRS is currently adopted in 144 
jurisdictions [25]. It is perceived that while US GAAP follows 
a rules-based approach, IFRS is principle-based [26]. As 
neither US GAAP nor IFRS prescribes the treatment of native 
tokens in DAO treasuries, principles of fair accounting, rather 
than specific rules of treatment, will need to be applied in this 
study. IFRS will therefore be used as a framework in this study 
to evaluate the fair presentation of native tokens in DAO 
treasuries. 

4.2 Faithful presentation 

The Conceptual Framework of IFRS posits that information is 
faithfully represented when it accurately reflects the essence of 
the phenomena it is intended to represent [27, paragraph 2.12]. 
To test whether the recognition of native governance tokens 
as assets held by the DAO leads to faithful presentation, the 
criteria for an element to be considered an “asset” is therefore 
relevant. To ensure faithful representation, information must 
be complete, neutral, and free from error [27, paragraph 2.13]. 
IFRS has different measurement criteria for different asset 
classifications. As an example, inventory should be measured 
at the lower of cost and net realisable value [28, paragraph 9], 
whilst intangible assets should be measured initially at cost [29, 
paragraph 24], and afterwards at either cost less accumulated 
amortisation [29, paragraph 74] or fair value [29, paragraph 
75]. None of the websites reporting on DAO treasuries 
classify governance tokens in any such categories. However, as 
the classification will influence the value at which the 
governance tokens should be included in the treasury, these 
classifications will be explored in this study, to determine 
whether the amounts reported by these websites achieves fair 
presentation in accordance with IFRS. 

4.3 Definition of assets 

The Conceptual Framework defines an asset as a present 
economic resource that is controlled by the entity as a 
consequence of past events [27, paragraph 4.3]. An economic 
resource refers to a right that holds the potential to generate 
economic benefits [27, paragraph 4.4]. Many rights are 
established through contracts [27 paragraph 4.7]. It should be 
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noted that an entity cannot have the right to obtain economic 
benefits from itself, thus debt or equity instruments, such as 
treasury shares, that are issued and held by the entity, are not 
considered economic resources of that entity [27, paragraph 
4.10]. An entity has control over an economic resource if it has 
the current capacity to direct the use of the resource and 
derive the economic benefits that may ensue from it [27, 
paragraph 4.20]. 

4.4 Classification of asset 

Crypto assets can either be classified as inventory, financial 
assets, or intangible assets [30]. IAS 2 defines inventory as an 
asset “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” [28, paragraph 6]. A 
financial asset is “any asset that is cash, an equity instrument of 
another entity, or a contractual right to receive cash or another 
financial asset from another entity” [31, paragraph 11]. An 
intangible asset is a “non-monetary asset without physical 
substance” [29, paragraph 8]. The standard for intangible 
assets (IAS 38) should only be applied if the asset is not within 
the scope of another standard [29, paragraph 2]. In the context 
of this study, the crypto asset will only be deemed an 
intangible asset if it was already determined that it is not 
inventory or a financial asset. 

5. Application of Framework to Governance Tokens 

5.1 Are the governance tokens “assets held” by the DAO? 

For an item to be classified as an asset, it needs to be an 
economic resource (a right that has the potential to produce 
economic benefits) controlled by the entity as a result of past 
events. The item in question is the native governance tokens 
held in the treasury, i.e. tokens minted but not yet distributed. 
The item originates from the minting of the tokens, which is 
an event in the past. 

5.1.1 Does the item have the potential to produce economic 
benefits? 

Economic benefits can be realised through the sale of the item 
to new or existing investors, leading to the receipt of capital. 
Additionally, the distribution of accumulated profits of the 
DAO to governance token holders could also be considered as 
a source of economic benefits for the tokens held in the 
treasury. However, as these accumulated profits are already 
recorded in the treasury, it would constitute double accounting 
to then also record a right to those profits as an additional 
asset in the treasury. Hence, it is suggested that the only 
economic benefit that could potentially be derived from the 
tokens is capital through their sale. If it is the intention of the 
DAO to airdrop the governance tokens to the community at 
no compensation, no future economic benefits will flow 
towards the entity. 

5.1.2 Does the entity have a right to the item? 

With regards to the determination of rights over economic 
resources, it is commonly established through contract. In this 
case, the native tokens are held within a smart contract that 
constitutes the treasury of the DAO. The UK LawTech 
Delivery Panel has opined that smart contracts are legally 
binding and have the capability to enforce rights and 
obligations, similar to traditional contracts [32]. The panel 
recognises that the English law has the necessary framework 
to deal with both bilateral smart contracts and those structured 
around DAOs. Hence, for the purpose of determining 
whether the native tokens held are assets, it could be argued 
that the DAO does possess a right to it. 

However, the Conceptual Framework stipulates that an entity 
cannot have a right to obtain economic benefits from itself. 
This means that any debt or equity instruments that are issued 
and repurchased by the entity are not considered as economic 
resources of that entity. Whether the governance tokens of the 
DAO should be considered debt or equity instruments is a 
crucial factor in determining whether these tokens held in the 
treasury should be considered assets. 

IAS 32 defines an equity instrument as any contract that 
evidences a residual interest in the assets of an entity after 
deducting all its liabilities [31, paragraph 11]. If therefore the 
holder of a governance token has the right to the residual 
assets of the DAO, which will perhaps be the case if the smart 
contract grants its members significant discretion in the 
deployment of treasury funds, the token will be regarded as an 
equity instrument, in which case such native tokens held by 
the DAO will be equity instruments that have been issued and 
held by the entity, and therefore fail the definition of an asset. 

IAS 32 defines a financial liability as a contractual obligation to 
deliver cash or another financial asset to another entity [31, 
paragraph 11]. If therefore the holder of a governance token 
has a right to cash or another financial asset from the DAO, 
which will perhaps be the case if the holder has a right to a 
share of the fees generated by the protocol, the token will be 
regarded as a debt instrument, in which case such native 
tokens held by the DAO will be debt instruments that have 
been issued and held by the entity, and therefore fail the 
definition of an asset. 

5.1.3 Does the entity control the item? 

According to the Conceptual Framework, an entity has control 
over an economic resource if it has the present ability to direct 
the use of the resource and receive the economic benefits 
derived from it. In some instances, governance tokens are 
distributed according to a predetermined supply schedule [33]. 
In such situations, it could be argued that the DAO lacks the 
ability to direct the use of the minted but still held native 
governance tokens. However, in other scenarios where the 
DAO has the discretion to sell the governance tokens, either 
democratically by its members or through a group of multi-
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signature holders, the DAO could be considered to have 
control over the native governance tokens held. 

5.2 Classification of asset type 

If the native governance tokens held does meet the definition 
of an asset, the classification of asset as either inventory, 
intangible assets or financial assets should be determined, as 
this will impact the amount at which the item should be 
recognised in reporting the treasury value of the DAO to 
ensure “fair presentation” in accordance with the IFRS 
framework. 

This study submits that native governance tokens held by the 
DAO cannot be classified as financial assets, as an entity 
cannot have an equity instrument in itself or a contractual right 
to receive cash or another financial asset from itself. 
Therefore, if the native governance tokens held meet the 
criteria of an asset, they can only be classified as inventory or 
intangible assets. 

If the DAO holds the governance tokens “for sale in the 
ordinary course of business,” it will be classified as inventory. 
Given the novelty of DAOs, determining when the criteria are 
met may be challenging. IAS 2 does not explicitly require that 
the selling of items must be the primary business model of the 
entity for those items to be classified as inventory. Therefore, 
it is not a requirement for the DAO’s main business to be 
creating and selling governance tokens in order for the tokens 
to be classified as inventory. The term “ordinary course of 
business” is not defined in the standard, but it implies that the 
item is held for the purpose of resale and not for long-term 
holding. If the DAO therefore holds its native governance 
tokens with the intention of selling it to fund its short-term 
activities, it will likely be considered as inventory. In all other 
cases, such as the DAO reserving governance tokens for 
future developments in the long-term, these governance 
tokens will default to being classified as intangible assets. 

The classification of native governance tokens held as either 
inventory or intangible assets has significant consequences on 
the measurement thereof. Whilst the measurement of 
intangible assets at fair value is allowed, inventory can only be 
measured at cost price. IAS 2 allows for the capitalisation of 
the costs incurred in bringing the inventories to their present 
location and condition [28, paragraph 10]. In the case of a 
governance token, the costs will likely mostly comprise costs 
incurred to develop and audit the smart contract code to mint 
the tokens. IAS 38 requires the fair value of intangible assets 
to be measured by reference to an active market [29, paragraph 
75]. Governance tokens therefore classified as intangible assets 
should be valued according to the price at which it trades on 
an exchange, despite prior research suggesting that DeFi 
tokens are overvalued compared to their theoretical value as 
determined by fundamental and comparable analysis [34]. 

A summary of the findings is provided as a decision-tree in 
Figure 2. 

 

Figure 2: Decision-tree to classify native governance tokens 
held 

As noted earlier, platforms currently include native 
governance tokens at their market value, in reporting the 
value of a DAO’s treasury. Based on the classifications 
determined in this study in accordance with IFRS, platforms 
thereby treat all native governance tokens held as intangible 
assets. No governance tokens are treated as debt or equity 
instruments, which would require the exclusion of these 
tokens from treasury valuation, and no tokens are treated as 
inventory, which would require the inclusion of these tokens 
at cost price, rather than market value. It is therefore 
submitted that the current reporting practice of treating all 
native governance tokens held in treasuries as assets held by 
the DAO does not achieve fair presentation in accordance 
with IFRS. 

6.    Conclusion 

The growth of DAOs highlights the importance of accessible 
and meaningful information regarding their financial position 
and performance for both current and potential investors. 
Despite this, there are currently no established reporting 
guidelines for DAOs. This study makes a significant 
contribution to the accounting literature by examining the 
reporting treatment of native governance tokens held in DAO 
treasuries through the lens of International Financial 
Reporting Standards (IFRS). The findings indicate that 
recognising all undistributed governance tokens as assets in the 
DAO treasury at their market value does not achieve faithful 
presentation, as many governance tokens might fail the 
definition of an asset, and some might be required to be 
measured at cost. The treasuries of DAOs are therefore likely 
being significantly overreported, leading to DeFi investors 
trading on misleading information. 
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To obtain a more comprehensive understanding of the 
classification of governance tokens held by DAOs it is 
necessary to consider the intentions of the governance 
token issuer. These intentions may not be explicitly coded 
into smart contracts or stated in whitepapers, highlighting 
the need for empirical research. A future study can be 
conducted using questionnaires to collect data from a 
sample of DAOs, followed by a quantitative analysis to 
determine the recommended classification of governance 
tokens held by the most prominent DAOs. Additionally, 
the materiality of incorrectly including all native 
governance tokens in treasury reporting can be assessed 
by quantifying the impact of removing governance tokens 
that fail to meet IFRS recognition criteria on the reported 
total value of DAO treasuries. Such a future empirical 
study can also aid platforms reporting on DAO treasuries 
to adopt a more accurate reporting practice that aligns 
with fair presentation. While it may be impractical for 
platforms to assess the appropriate treatment of native 
governance tokens held by each DAO individually (as it 
would require knowing the intentions of the DAO, and 
obtaining information relating to the costs incurred to 
mint the tokens if the tokens are classified as inventory 
might be difficult), such a study can provide valuable 
insights to help platforms adopt a standardised reporting 
practice that moves closer to fair presentation. For 
instance, if the study reveals that a significant proportion 
of native governance tokens are classified as equity 
instruments, it may be less misleading for platforms to 
exclude all native governance tokens from treasury 
reporting instead of including them all. This could 
contribute to greater transparency and comparability 
among DAOs and their treasuries. 

This study also serves as a catalyst for further research into the 
reporting practices of DAOs, including the reporting of 
liability claims, income, and expenses incurred by the DAO. 
Moreover, the study raises questions about the need for 
financial reporting standards specific to DAOs, and who 
should be responsible for presenting financial statements given 
the decentralised governance structure of these entities. In 
conclusion, this study sheds light on a critical issue that 
requires further exploration to enhance the transparency and 
accountability of DAOs. 
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