


Highlights

We’ll kick off by explaining some of the technology pertinent to the
tax/policy discussions scheduled for today.

Purpose is to distinguish:

1. Custodial vs. noncustodial accounts
2. Off-chain vs. on-chain activity
3. “Accounts” vs. “wallets”

4. What is “staking”
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Custodial vs. Noncustodial

 Money kept in a custodial account is entrusted to the direct care and
control of another entity (who does not own that money).

— Your bank account is an example of a custodial account (the bank has custody of your
money and executes transactions on your behalf).

— You must undergo KYC (Know Your Customer) processes to get a bank account.

— Bank accounts can be frozen (preventing you from accessing your money).

Kim e Blockchain Tax Conference (2025)



Custodial vs. Noncustodial

 Money kept in a custodial account is entrusted to the direct care and
control of another entity (who does not own that money).

— Your bank account is an example of a custodial account (the bank has custody of your
money and executes transactions on your behalf).

— You must undergo KYC (Know Your Customer) processes to get a bank account.

— Bank accounts can be frozen (preventing you from accessing your money).

Kim e Blockchain Tax Conference (2025)



Custodial vs. Noncustodial

 Money kept in a custodial account is entrusted to the direct care and
control of another entity (who does not own that money).

— Your bank account is an example of a custodial account (the bank has custody of your
money and executes transactions on your behalf).

— You must undergo KYC (Know Your Customer) processes to get a bank account.

— Bank accounts can be frozen (preventing you from accessing your money).

Kim e Blockchain Tax Conference (2025)



Custodial vs. Noncustodial




Custodial vs. Noncustodial




Custodial vs. Noncustodial







Custodial vs. Noncustodial

 Moeney kept in a custodial account is entrusted to the direct care and
control of another entity (who does not own that money).

— Your bank account is an example of a custodial account (the bank has custody of your
money and executes transactions on your behalf).

— You must undergo KYC (Know Your Customer) processes to get a bank account.
— Bank accounts can be frozen (preventing you from accessing your money).

« Money kept in a noncustodial account is under direct control of the
person who owns the money.

— Your pocket is an example of a noncustodial account (you retain direct control and
access to your money)

— You do not undergo any KYC to keep your money in your pocket.

— Your pocket cannot be frozen (but you can be blacklisted, preventing you from spending
your
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Custodial vs. Noncustodial

 Moeney kept in a custodial account is entrusted to the care and control of
another



Custodial vs. Noncustodial

 Crypto kept in a custodial account is entrusted to the direct care and
control of another entity (who does not own that crypto).

— Your Coinbase account is an example of a custodial account (Coinbase has custody of
your crypto and executes transactions on your behalf).

— You must undergo KYC (Know Your Customer) processes to get a Coinbase account.
— Coinbase accounts can be frozen (preventing you from accessing your crypto).
 Crypto kept in a noncustodial account is under direct control of the
person who owns the crypto.

— You can create a noncustodial crypto account using a noncustodial wallet client (i.e.
software) such as MetaMask (you retain direct control and access to your crypto)

— You do not undergo any KYC to keep create a noncustodial crypto account.

— Your noncustodial crypto account cannot be frozen (but you can be blacklisted,
preventing you from spending your crypto)
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Custodial vs. Noncustodial

— Your Coinbase account is an example of a custodial account (Coinbase has custody of
your crypto and executes transactions on your behalf).

All transactions on Coinbase occur off-chain (i.e., are
not recorded on a public blockchain)

Instead, Coinbase keeps a private ledger to record these
transactions.
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— Your Coinbase account is an example of a custodial account (Coinbase has custody of
your crypto and executes transactions on your behalf).



Custodial vs. Noncustodial

» All transactions via your noncustodial account occur on-
chain (i.e., are recorded on a public blockchain)

— You can create a noncustodial crypto account using a noncustodial wallet client (i.e.
software) such as MetaMask (you retain direct control and access to your crypto)
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» All transactions via your noncustodial account occur on-
chain (i.e., are recorded on a public blockchain)

» Anyone can easily trace all of your account’s activity on
a public block explorer.
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Custodial vs. Noncustodial

» All transactions via your noncustodial account occur on-
chain (i.e., are recorded on a public blockchain)

» Anyone can easily trace all of your account’s activity on
a public block explorer.

» Ifyou lose your private key, you lose access to your
crypto.

— You can create a noncustodial crypto account using a noncustodial wallet client (i.e.
software) such as MetaMask (you retain direct control and access to your crypto)
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Custodial vs. Noncustodial

— You must undergo KYC (Know Your Customer) processes to get a Coinbase account.

— You do not undergo any KYC to keep create a noncustodial crypto account.
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Custodial vs. Noncustodial

— You must undergo KYC (Know Your Customer) processes to get a Coinbase account.



“Accounts” vs. “Wallets”

Disentangling the Nomenclature
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What is “Staking”

The truth lies in the eyes of the “staking” protocol
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What Is “Staking”
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 Big picture: you are locking up funds (hoping) to receive return
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 Big picture: you are locking up funds (hoping) to receive return

« Many types of lockups ...
— Vesting period before liquid to sell
— Contribution to lending pool for DeFi lending protocol

— Contribution to liquidity pool for DEX protocol
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