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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).
* 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 money)
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Custodial vs. Noncustodial

Crypto
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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).

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

e 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.

* If you lose your password, Coinbase is there to help
you.
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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)

Kim e Blockchain Tax Conference (2025)



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.

— 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)

Kim e Blockchain Tax Conference (2025)



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.

* If you 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)

Kim e Blockchain Tax Conference (2025)



Custodial vs. Noncustodial
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Custodial vs. Noncustodial

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

Let’s see how easy this is!

— You do not undergo any KYC to keep create a noncustodial crypto account.
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“Accounts” vs. “Wallets”

Disentangling the Nomenclature
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wallet noun

wal-let ‘wa-lat €

Synonyms of wallet >
1 :abag for carrying miscellaneous articles while traveling

2 a :afolding pocketbook with compartments for personal papers and usually
unfolded paper money

also : BILLFOLD
b : a container that resembles a money wallet: such as

(1) : a usually flexible folding case fitted for carrying specific items (such as tools or
fishing flies)

(2) : FOLDER sense 3a

3 : RESOURCES, FUNDS

| a shopping mall that seems to swallow your wallet
- Karen Wright
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What is “Staking”

The truth lies in the eyes of the “staking” protocol
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What Is “Staking”

stake .. verb
staked; staking

transitive verb

1 :to mark the limits of by or as if by stakes

2 :totether to a stake

3 :BET, WAGER

4 :to fasten up or support (something, such as a plant) with stakes
5 :to back financially

6 ! GRUBSTAKE
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What Is “Staking”

stake .. verb
staked; staking

transitive verb

1 :to mark the limits of by or as if by stakes

2 :totether to a stake

3 :BET, WAGER gl‘“bStake 1of2 NIOUN

grub-stake grab- stak <)
4 :to fasten up or support
Synonyms of grubstake >

5 :to back financially 1 :supplies or funds furnished a mining prospector on promise of a share in his
discoveries

6 ! GRUBSTAKE

2 :material assistance (such as a loan) provided for launching an enterprise or for a
person in difficult circumstances
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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

— Contribution to staking pool for validator on PoS platform
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— What else? I

THIS WOULD BE A
PERFECT APPLICATION
FOR BLOCKCHATIN.

@ScottAdamsSays

Dilbert.com

I'M IN MARKETING.
CAN YOU EXPLAIN
THAT IN TERMS T
CAN UNDERSTAND?
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10-17-17 © 2017 Scott Adams, Inc./Dist. by Andrews McMeel

I KINDA BECAUSE
DOURT YOURE A BAD
IT. EXPLAINER,
) RIGHT?
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