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Bookkeeping throughout the year 

1. Attaching documents 

We recommend attaching documents wherever possible to all transactions in Xero – 

whether journals, sales invoices, bills, money in or money paid out. 

This can be done by clicking on the document icon on the top right of most screens: 

  

2. Manual journals 

Manual journals can be found under Accounting > Reports > Taxes and Balances > 

Journal reports 

 

 

PLEASE NOTE: we do not recommend you post any journals other than those 

related to cryptocurrency as shown below.  
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3. Setting up account codes in Xero for each 

currency 

If you do not currently have an account code set up for a new type of cryptocurrency 

you can see here how to create this in Xero.  

We would recommend using a code between 640-699 as the cryptocurrency accounts 

will be classed as current assets.  

You will also need to ensure that when setting this up you tick the option to enable 

payment.  

 

https://central.xero.com/s/article/Add-or-edit-an-account-in-your-chart-of-accounts#Addanaccount
https://www.tfatraining.co.uk/members-home/bookkeeping/xero-simply-beautiful-bookkeeping-software/setting-up-your-business/#-Your-Chart-of-Accounts-
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4. Mining Income 

We would recommend that these are posted to your accounting software on a regular 

basis such as Monthly or Quarterly. 

Whether you convert to fiat immediately or not will affect how you reflect these in your 

bookkeeping. 

Mining income converted to fiat immediately  

If the mining income is converted to fiat immediately then this will be received in your 

company bank account and can be reconciled from the bank account to the sales code 

(usually 200) in the same manner as any other transaction. 

Mining income being held as cryptocurrency 

You will need to create a manual journal to reflect this income in the accounting 

software. 

PLEASE NOTE: the value used in the journal MUST be the GBP value at the 

time the currency was mined.  

You will need to enter the following as a journal: 

Debit Crypto asset code (640 – 699 range) GBP value as above 

Credit Sales code (200 range) GBP value as above 
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Example 

Please see an example below. 
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5. Purchasing Cryptocurrency from the 

business bank account 

These can be reconciled from your bank account in the usual way; however, you just 

need to ensure that the GBP value of the cryptocurrency you are purchasing is posted to 

the correct cryptocurrency code. 

Example 

You have sent £4,500 to an exchange to purchase £2000 Bitcoin and £2,500 Ethereum 

You would split the transaction when posting from the bank account to ensure that the 

Bitcoin account code shows £2000 and the Ethereum account code shows the relevant 

£2500. 

You can see how to split transactions here. 

 

 

 

https://www.tfatraining.co.uk/members-home/bookkeeping/xero-simply-beautiful-bookkeeping-software/reconciling-your-bank/#tab-con-16
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6. Receiving disposal proceeds from 

Cryptocurrency into the business bank 

account 

These can be reconciled from your bank account in the usual way as with the purchases 

above, however you just need to ensure that the GBP value of the cryptocurrency you 

have received is posted to the relevant cryptocurrency code (in the 640 to 699 range). 
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7. Receiving Cryptocurrency as payment for 

an invoice 

There are a number of different scenarios when you receive cryptocurrency as payment 

depending on whether you hold the cryptocurrency or convert it to fiat, or if you have 

generated an invoice for your client or not. 

Sales invoice created in Xero 

Crypto converted to fiat 

If you have converted the cryptocurrency payment to fiat on the same day as it is 

received, this will be reconciled as normal from your bank account against the relevant 

sales invoice. 

Holding the cryptocurrency in an exchange 

You will need to go to the sales invoices page and navigate to the relevant invoice that 

has been paid for via cryptocurrency. 

You will need to add a manual payment for the GBP value of the cryptocurrency at the 

time it was received to the invoice from the relevant cryptocurrency account code. 

You can do this by navigating to the bottom of the sales invoice. 

You can complete the reference box if this would be helpful. 
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No sales invoice created in Xero 

Crypto converted to fiat 

If you don’t have an invoice on the system and you have converted the cryptocurrency 

to fiat on the same day as it is received, this can be reconciled in the bank reconciliation 

screen in the normal manner and would be posted to sales. 

Holding the cryptocurrency in an exchange 

You will need to create a manual journal to account for receipt. 

Debit Crypto asset code (640 – 699 range) GBP value at the time it was 

received 

Credit Sales code (200 range) GBP value at the time it was 

received 
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8. Using Cryptocurrency to pay for goods or 

services 

Bill created in Xero 

You can add a crypto payment to a bill in the same way as above with a sales invoice. 

If you navigate to your outstanding bills tab and got to the outstanding bill, you can add 

a manual payment at the bottom of the screen and ensure this is going to the correct 

cryptocurrency code. Ensure this is the sterling value at the point the payment is made. 

Add a reference if this is helpful. 
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No bill created in Xero 

You will need to enter a manual journal for this transaction. 

To correctly account for this you will need to do the following. 

Debit Expense or Fixed Asset code GBP value of the cryptocurrency at 

the time it was paid 

Credit Crypto asset code (640 to 699 range) GBP value of the cryptocurrency at 

the time it was paid 

We would recommend you attach a copy of the invoice or receipt to the journal if 

relevant. 

Example 
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Year end requirements 

1. Cryptocurrency Balances at the end of the 

year 

It is important that we identify any gain or loss in the value of any cryptocurrency that 

the company is holding at the year end and process this through the accounts. 

This is to ensure that the increase or decrease in value is shown in the year it occurred 

rather than when it is disposed of or exchanged. 

Please could you provide us with the balance of all cryptocurrencies held at the year 

end split by each type. 

2. Gains/losses on disposal or exchange of 

the cryptocurrency 

When the company sells or exchanges cryptocurrency this creates a capital gain or loss. 

To ensure that the calculations of these meet with HMRC guidance and are readily 

accepted by them, then we would recommend the following: 

• You consider using an online tool to formulate the company’s cryptocurrency 

transactions: 

o We would suggest you consider using sites such as koinly, recap.io, cryptotax 

trader, bitcoin tax, cointracker or cointracking 

 

• Once these have been formulated, we would require a full tax report to be 

downloaded from the online tool. 

 

• These tools are also useful in providing back up documentation to support any mining 

income transactions that have been posted in your accounting software during the 

year. 

 

https://koinly.io/
https://recap.io/
https://cryptotrader.tax/
https://cryptotrader.tax/
https://bitcoin.tax/
https://www.cointracker.io/
https://cointracking.info/?ref=S183997
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