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ORGANISATION PROFILE

Company Type Private Company

Company Size Medium (51-250 employees)

Industry Technology

Jurisdiction United Statfes

BTC Allocation 5% of treasury reserves

Risk Profile Low — Conservative approach, suitable for initial adoption

LEGAL DISCLAIMER

This framework is provided for informational purposes only and does not constitute legal, tax, accounting, or financial
advice. Bitcoin regulations vary by jurisdiction and are subject to change. Always consult qualified legal, tax, accounting,
and financial advisors before making any freasury decisions. House of Bitcoin assumes no liability for decisions made based
on this document.
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Bitcoin Treasury Adoption Framework for 2026 and Beyond

Prepared for: [Private Technology Company, United States] Proposed Allocation: 5% of Treasury

Reserves Risk Profile: Low



1.

Regulatory Landscape — United States

1.1 Legal Classification of Bitcoin

Bitcoin is classified as property by the Internal Revenue Service (IRS) under Notice 2014-21, subject to

capital gains tax freatment. The Commodity Futures Trading Commission (CFTC) designates Bitcoin as

a

commodity, while the Securities and Exchange Commission (SEC) has not classified it as a security,

provided it is not part of an investment contract (e.g., staking or yield-bearing schemes). The Financial

Crimes Enforcement Network (FinCEN) treats Bitcoin as a convertible virtual currency for anti-money

laundering (AML) purposes.

1.2 Corporate Tax Treatment and Reporting Thresholds

Capital Gains Tax: Bitcoin sales trigger short-term (ordinary income rates, up to 37%) or long-term

(15—20%) capital gains tax, depending on the holding period (1+ year for long-term).

Corporate Tax Rate: Net gains are taxed at the federal corporate rate of 21%, plus applicable state
taxes (e.g., California: 8.84%).

Form 8949 & Schedule D: Required for reporting disposals, with Form 1099-B issued by custodians
for transactions exceeding $20,000 in aggregate value (per Infrastructure Investment and Jobs
Act, 2021).

FBAR & FATCA: If Bitcoin is held offshore (e.g., via a non-U.S. custodian), FINCEN Form 114 (FBAR)
applies for aggregate foreign accounts exceeding $10,000, and Form 8938 for FATCA compliance.

1.3 Relevant Regulatory Bodies and Compliance Obligations

Regulator Primary Obligation

IRS Tax reporting (capital gains, income), Form 8949, Schedule D, and Form 1099-B.

FinCEN AML/KYC compliance for fransactions > $10,000 (Travel Rule under Bank Secrecy
Act).

OFAC Screening against Specially Designated Nationals (SDN) list for sanctions
compliance.

SEC Disclosure requirements if Bitcoin materially impacts financials (e.g., 10-K risk
factors).

State Regulators (e.g., BitLicense requirements if operating in New York (not applicable for passive freasury

NYDFS) holdings).



1.4 AML and KYC Requirements for Institutional Purchases

Custodians/Exchanges: Must comply with FInCEN’s Travel Rule (transmitting sender/recipient data
for transactions > $3,000).

Customer Due Diligence (CDD): Institutions must provide beneficial ownership information (per

Corporate Transparency Act, 2024).

Suspicious Activity Reporting (SAR): Custodians file FInCEN Form 111 for transactions flagged as
suspicious (> $5,000 threshold).

OTC Desks: Require KYB (Know Your Business) documentation, including Articles of Incorporation,
EIN, and Board Resolution.

1.5 Key 2025—2026 Regulatory Developments

SEC vs. Crypto Enforcement: Pending litigation (e.g., SEC v. Coinbase) may clarify securities

classification for staking services, though spot Bitcoin remains unregulated as a security.

Stablecoin Regulation: Clarity for Payment Stablecoins Act (2024) may indirectly affect Bitcoin

custody providers’ banking relationships.

Tax Reporting Expansion: IRS Form 1099-DA (proposed for 2025) would require brokers to report

cost basis and proceeds for all digital asset transactions, increasing compliance burdens.

State-Level Adoption: Texas (2025) and Florida (2026) are expected to pass corporate Bitcoin

treasury safe harbor laws, reducing fiduciary liability for directors.

Federal Reserve CBDC: If launched (pilot expected 2026), may influence Bitcoin’s role as a non-

sovereign treasury asset.

2. Accounting and Reporting (2026 Standards)

2.1 FASB ASU 2023-08 Fair Value Accounting (US GAAP)

Mandatory Adoption: Effective December 15, 2024 (public companies) and December 15, 2025

(private companies).

Fair Value Measurement: Bitcoin must be recorded at fair value (Level 2 input, using active
exchange prices) with unrealised gains/losses recognised in net income (not Other Comprehensive

Income).

Impairment Reversal: Unlike ASC 350 (intangibles), Bitcoin impairments can be reversed if fair

value recovers.



2.2 Balance Sheet Classification and Presentation

Asset Classification: Reported as indefinite-lived intangible asset (not cash equivalent) under ASC
350.

Line Item: Disclosed separately as "Digital Assets" or "Bitcoin" in current/non-current assets based

on intended holding period.

Example Presentation:

* Assets Current Assets: Cash and Cash Equivalents $XX Bitcoin (Fair Value) $XX < New line item °

2.3 Mark-to-Market Implications and Earnings Volatility

Private Company Consideration: Unlike public companies, private firms may face lender covenant

risks if Bitcoin volatility affects debt-to-equity ratios.
Mitigation Strategies:
Hedge Accounting (ASC 815): Not applicable to Bitcoin (no derivative treatment).

Separate Disclosure: Isolate Bitcoin P&L impact in management discussion (MD&A) to avoid

distorting core operating results.

Volatility Reserve: Allocate 10—15% of Bitcoin position value fo offset potential drawdowns.

2.4 Deferred Tax Accounting

Unrealised Gains/Losses: Create deferred tax assets/liabilities (ASC 740) at the statutory corporate
rate (21%).

Example: If Bitcoin appreciates by $1M, record:
DR: Bitcoin (Asset) $1M

CR: Unrealised Gain (P&L) $1M

DR: Deferred Tax Liability $210K (21% of $1M)
CR: Tax Expense (P&L) $210K

2.5 Financial Statement Disclosure Requirements

ASC 250-10 (SAB 74): Disclose adoption impact of ASU 2023-08 in first-year footnotes.

Minimum Disclosures:



1. Fair value methodology (e.g., Coinbase Institutional midpoint pricing).

2. Concentration risk (e.g., "Bitcoin represents 5% of total assets").

3. Restrictions on use (e.g., pledged as collateral).

4. Tax implications (deferred tax assets/liabilities).

¢ Auditor Guidance: PwC’s "Digital Assets Accounting Guide (2025)" and Deloitte’s "Crypto

Treasury Framework" provide benchmarks for SOX 404 controls.

3. Custody and Security Architecture

3.1 Self-Custody vs. Qualified Custodian Trade-Offs

Criteria Self-Custody (e.g., Cold Storage)

Control Full (private keys)

Regulatory High (KYC/AML on-ramp required)

Compliance

Insurance Limited (self-procured)

Operational Risk High (key management)

Cost Low (one-time hardware wallet
cost)

Qualified Custodian (e.g., Coinbase, Fidelity)

Shared (custodian holds keys)

Handled by custodian

$300M—$750M (e.g., Coinbase’s Lloyd’s
policy)

Low (institutional-grade security)

0.2—0.5% AUM/year

Recommendation: For a Low Risk Profile, use a hybrid model:

e 90% with Qualified Custodian (e.g., Fidelity Digital Assets).

® 10% in Self-Custody (e.g., Ledger Enterprise for board-controlled reserves).



3.2 Multi-Signature Best Practices

e Configuration: 3-of-5 multisig (optimal for private companies):
e 2 keys: CFO + Treasurer (daily operations).

e 2 keys: CEO + Board Chair (approval for large transactions).

¢ 1key: Offline backup (geographically distributed).

e Thresholds:

¢ < $100K: 2-0of-3 (operational efficiency).

¢ > $100K: 3-of-5 (enhanced security).

3.3 Named Regulated Custodians (U.S. Accessible)

Custodian Regulatory Status Insurance Coverage Fees (AUM)
Fidelity Digital Assets NYDFS-licensed trust company $500M (Lloyd’s) 0.2—0.4%
Coinbase Institutional NYDFS BitLicense, SOC 2 Type |l $750M (cold storage) 0.3—0.5%
Anchorage Digital OCC-chartered national trust bank ~ $300M (crime insurance) 0.4% + transaction
Gemini Custody NYDFS-licensed, SOC 1/2/3 $200M (FDIC pass-through) 0.35%

BitGo Registered MSPB (FinCEN) $100M (customizable) 0.25—0.6%

3.4 Cold Storage Protocols

e Geographic Distribution: Keys stored in 3 separate jurisdictions (e.g., U.S., Switzerland, Singapore)

via shamir’s secret sharing.
e Air-Gapped Signing:
e Hardware: Ledger Vault or Trezor Enterprise.
e Process: Transactions initiated offline, broadcast via whitelisted IP.
e Access Controls:
e Biometric + YubiKey for key shard retrieval.

e Time-locked vaults (e.g., 24-hour delay for large transfers).

3.5 Insurance Structures

e Coverage Types:



1. Crime Insurance: Theft/hacking (e.g., Lloyd’s Syndicate 2010).
2. Specie Insurance: Physical loss of hardware wallets.

3. D&O Insurance: Director liability for treasury decisions.

¢ Underwriters:

e Marsh (Bitcoin-specific policies).
e Aon (custom freasury coverage).
e Chubb (cyber liability riders).

¢ Recommended Minimum: $50M (covers 2x Bitcoin allocation value).

4. Governance and Policy Framework

4.1 Board Resolution and Shareholder Approval

¢ Board Resolution: Required under Delaware General Corporation Law (DGCL §145) for material

asset allocations (>5% of reserves).

e Sample Clause:

> "Resolved, that the Company is authorised fo allocate up to 5% of treasury reserves to Bitcoin, with

quarterly reviews by the Audit Committee.”

e Shareholder Approval: Not legally required for private companies but recommended for

transparency if allocation exceeds 10% of equity.

4.2 Investment Policy Statement (IPS) Clauses

Mandatory Inclusions:

. Purpose: "Bitcoin serves as a long-term inflation hedge and non-correlated asset.”

. Allocation Limits: 5% of total treasury (hard cap).

1

2

3. Eligible Custodians: Fidelity, Coinbase, or Anchorage (pre-approved list).

4. Liquidity Constraints: Maximum 20% of Bitcoin holdings tradeable in any 30-day period.
5

. Rebalancing Rules:

Trigger: If Bitcoin deviates #25% from target allocation.

Method: Quarterly reviews with DCA (Dollar-Cost Averaging) for adjustments.



4.3 Acquisition Strategy: Lump Sum vs. DCA

Strategy Pros Cons Recommendation

Lump Sum Immediate full allocation; High volatility risk Not suitable for Low Risk
lower fees Profile

DCA (12 Smooths price volafility; Higher cumulative fees (~0.3% Optimal for 5% allocation

months) disciplined per trade)

Proposed DCA Schedule (5% Allocation = $10M):

e $833K/month over 12 months via Coinbase Institutional OTC.

4.4 Rebalancing and Exit Criteria

e Rebalancing Triggers:

¢ Price-Based: If Bitcoin £25% from purchase price.

e Time-Based: Annual review (aligned with audit cycle).

e Maximum Drawdown Limit: 50% (if breached, mandatory sale of 20% position).

e Exit Scenarios:

1. Regulatory Ban: Full liquidation within 30 days.
2. Treasury Liquidation Need: Sell proportionate to cash requirements.

3. Strategic Shift: Board-approved divestment plan.

4.5 Audit Committee Responsibilities

e Quarterly Reviews:

e \Verify custodian statements vs. general ledger.

e Confirm insurance coverage is active.

e External Auditor Coordination:

¢ Provide proof of reserves (e.g., Coinbase’s SOC 2 report).

¢ Disclose related-party transactions (if any).



5. Risk Management (Low Risk Profile)

5.1 Volatility Budgeting

e Treasury Asset Mix Assumption:

e Cash (60%), Bonds (20%), Equities (15%), Bitcoin (5%).

* 95% VaR (Value-at-Risk): Bitcoin’s max 30-day drawdown = 20% (historical).
¢ Impact on Total Treasury: 1% loss (5% x 20%).

* Mitigation: Set aside 1% of treasury in USD stablecoins as a volatility buffer.

5.2 Counterparty Risk Due Diligence

Minimum Criteria for Custodians/Exchanges:

Factor Threshold

Regulatory Licenses NYDFS BitLicense or OCC Charter
Financial Health > $1B equity, no bankruptcy risk
Insurance = $300M crime coverage

Audit Compliance SOC 2 Type Il + Proof of Reserves
Track Record 5+ years institutional custody

Approved Counterparties (2026):

e Custody: Fidelity, Coinbase, Anchorage.
e OTC Desk: Genesis (post-restructuring), Cumberland DRW.

e Exchanges: Coinbase Pro (for liquidity needs).

6.3 Concentration and Liquidity Risk

e Concentration Limit: 5% of total assets (hard cap).

¢ Liquidity Risk Management:

e OTC Block Trade Threshold: $500K max per trade (avoids slippage).

e Exchange Liquidity: Maintain 20% of Bitcoin in custodian’s hot wallet for <24-hour settlement.

e Stress Test: Model 30-day liquidation at 1% daily slippage.



5.4 Operational and Cybersecurity Controls

e Key Management:

¢ No single point of failure (e.g., CEO + CFO cannot unilaterally move funds).
¢ Annual key rotation (audited by third-party firm).

e Cybersecurity:

e Zero-Trust Architecture: MFA + IP whitelisting for custodian access.

e Penetration Testing: Quarterly by Kroll or Mandiant.

¢ Incident Response Plan: Pre-approved sell protocol in case of custodian breach.

5.5 Scenario Analysis: 80% Drawdown

e Assumptions:

e Bitcoin price drops from $50K to $10K.

¢ $10M allocation - $2M value.

e Impact:

o Treasury Loss: $8M (4% of total treasury).

e P&L Hit: $8M unrealised loss (reduces net income).

e Mitigation Steps:

1. Halt Further Purchases (DCA pause).
2. Liquidate 20% ($400K) to cover operational cash needs.

3. Tax Loss Harvesting: Sell $2M to offset gains elsewhere (IRS wash sale rule does not apply to
Bitcoin).

4. Board Review: Reassess strategic rationale for holding.



6. Implementation Roadmap

Step

1. Internal Education

2. Legal/Tax Counsel
Engagement

3. Draft Investment Policy

Statement

4. Custodian RFP Process

5. KYC/AML Onboarding

6. Pilot Tranche Purchase

7. Treasury System

Integration

8. Ongoing Monitoring

Timeframe

Weeks 1—4

Weeks 2—6

Weeks 4—
10

Weeks 6—
12

Weeks 10—
16

Months 4—
5

Months 5—7

Month 12+

Key Actions

- CFO-led workshop on Bitcoin treasury

risks/benefits.

- Board presentation by external advisor (e.g.,

Bitcoin Policy Institute).

- Retain Skadden Arps (regulatory) and EY (tax

structuring).

- Obtain written IRS opinion on capital gains

treatment.

- Audit Committee reviews custody, risk, and

rebalancing policies.
- Board approval of final IPS.

- Shortlist 3 custodians (Fidelity, Coinbase,

Anchorage).

- Negotiate fees (<0.3% AUM) and insurance

terms.

- Submit corporate documents (EIN, Articles of

Incorporation).
- Background checks for authorised signers.

- $500K test purchase via Coinbase OTC.

- Verify settlement (T+1) and custody reporting.

- NetSuite/QuickBooks custom field for Bitcoin

fair value.

- Automated feeds from custodian to general

ledger.
- Quarterly reviews (Audit Committee).

- Annual external audit (Bitcoin-specific

procedures).

Owner

CFO

General Counsel

Treasurer

Procurement

Compliance

Officer

Treasurer

Finance Team

CFO



7. Pre-Adoption Due Diligence Checklist

Item Status = Owner Notes

1. Legal Opinion Obtained / General Counsel Confirm Bitcoin as property per IRS.

2. Tax Advice Documented / EY/PwWC Capital gains treatment + Form 8949

compliance.

3. Accounting Treatment / Auditor FASB ASU 2023-08 adoption plan.

Confirmed

4. Custodian Selected & KYC / Compliance Fidelity/Coinbase onboarding.

Complete

5. Insurance Policy in Place / Risk Management $50M+ crime coverage (Lloyd’s).

6. Board Resolution Passed / Corporate DGCL-compliant authorisation.
Secretary

7. Investment Policy Statement / Audit Committee 5% cap, rebalancing rules.

Approved

8. Banking Partners Informed / Treasurer JPMorgan/Silicon Valley Bank wire

instructions for OTC.

Q. Shareholder Disclosure / IR/Comms Memo on strategic rationale (if applicable).
Prepared

10. Auditors Briefed / External Audit PwC/Deloitte on Bitcoin audit procedures.
11. Reporting Procedures / Controller Monthly fair value updates in ledger.
Established

12. Emergency Liquidity Plan / CFO Pre-approved OTC sell protocol.

Documented



8. Key Resources — United States

8.1 Regulatory Bodies and Guidance

Internal Revenue Service (IRS):
[IRS Notice 2014-21](https://www.irs.gov/pub/irs-drop/n-14-21.pdf) (Tax treatment).

[IRS Digital Asset Reporting (2025)](https://www.irs.gov/businesses/digital-assets) (Form 1099-DA
draft).

Financial Crimes Enforcement Network (FinCEN):

[BSA Expectations for Virtual Currencyl(https://www.fincen.gov/resources/statutes-

regulations/guidance/bsa-expectations-virtual-currency) (AML/KYC rules).
Securities and Exchange Commission (SEC):

[Staff Accounting Bulletin 121](https://www.sec.gov/oca/staff-accounting-bulletin-121) (Custody

guidance).
New York Department of Financial Services (NYDFS):

[BitLicense Requirements](https:/www.dfs.ny.gov/virtual_currency_businesses) (Custodian licensing).

8.2 Industry Associations

Bitcoin Policy Institute: [hitps:/bitcoinpolicyinstitute.orgl(https:/bitcoinpolicyinstitute.org) (Regulatory

advocacy).

Chamber of Digital Commerce: [https:/digitalchamber.orgl(https:/digitalchamber.org) (Corporate

adoption frameworks).

Blockchain Association: [https:/theblockchainassociation.orgl(https:/theblockchainassociation.org)

(Legal updates).



**8.3 Professional Service Firms

e Legal:

e Skadden, Arps (Regulatory): [https:/www.skadden.com](https:/www.skadden.com).

e Perkins Coie (Tax Structuring): [https:/www.perkinscoie.com](https:/www.perkinscoie.com).
e Accounting/Audit:

e PwC Digital Assets Team: [https://www.pwc.com/us/digitalassets]

(https://www.pwc.com/us/digitalassets).

¢ Deloitte Blockchain: [https://www?2.deloitte.com/us/blockchain]

(https://www2.deloitte.com/us/blockchain).
e Custody Advisory:

¢ Coinbase Institutional: [https://www.coinbase.com/institutionall

(https://www.coinbase.com/institutional).

o Fidelity Digital Assets: [https:/www.fidelitydigitalassets.com](https:/www.fidelitydigitalassets.com).

8.4 Essential Reference Documents

e FASB ASU 2023-08: [Fair Value Accounting for Cryptol(https:/www.fasb.org).

¢ MicroStrategy’s Bitcoin Treasury Playbook (2024): [https:/www.microstrategy.com/bitcoin]

(https://www.microstrategy.com/bitcoin).

¢ KPMG'’s "Corporate Treasury Digital Assets Guide (2025)": [https:/kpmg.com/us/digitalassets]
(https://kpmg.com/us/digitalassets).

¢ Deloitte’s "Tax Considerations for Bitcoin Treasuries": [https:/www?2.deloitte.com/us/bitcoin-tax]

(https://www?2.deloitte.com/us/bitcoin-tax).

9. Market Context and Strategic Outlook (2026)

9.1 Post-2024 Halving Supply Dynamics

The April 2024 Bitcoin halving reduced block subsidies from 6.25 to 3.125 BTC, constricting new
supply to ~450 BTC/day. With institutional demand accelerating (e.g., BlackRock’s IBIT ETF holding
~500K BTC by 2025), the supply-demand imbalance supports a long-term appreciation thesis. For
corporate treasuries, this reinforces Bitcoin’s role as a scarcity-driven hedge against monetary

debasement.



9.2 Impact of Spot Bitcoin ETFs on Corporate Accessibility

The approval of 11 spot Bitcoin ETFs in January 2024 (e.g., BlackRock’s IBIT, Fidelity’s FBTC) has
normalised institutional Bitcoin exposure. For private companies, this provides:

e Liquidity: ETFs tfrade on NASDAQ/NYSE, enabling same-day settlement via authorised participants.
e Custody Arbitrage: ETFs reduce counterparty risk (e.g., Coinbase acts as custodian for 8/11 ETFs).

¢ OTC Market Depth: ETF flows have deepened OTC liquidity, reducing slippage for $IM—$10M
block trades (critical for a 5% allocation).

9.3 Macro Investment Case: Inflation Hedge in a High-Debt Environment

With U.S. debt-to-GDP exceeding 120% and real yields negative, Bitcoin’s fixed supply (21M cap)

positions it as a non-sovereign store of value. Historical data shows:

e 2020—2024: Bitcoin’s correlation to CPIl was 0.3—0.5 (vs. S&P 500 at 0.1).
¢ |Institutional Allocation Trends: MassMutual (2020), Block (2021), and Tesla (2021) pioneered

treasury adoption, with private tech firms (e.g., Strike, Blockstream) following.

For a technology company, Bitcoin aligns with long-term R&D horizons and digital-native asset
strategies.

9.4 Why Medium-Sized Tech Companies Are Evaluating Bitcoin

1. Cash Reserve Diversification: Tech firms with high cash balances (e.g., Saas, Al infrastructure) seek

non-USD exposure to mitigate currency debasement risks.

2. Talent Acquisition: Bitcoin treasuries signal innovation alignment, attracting crypto-native
engineers (critical in Web3, fintech, and Al).

3. Competitive Differentiation: Early adopters (e.g., MicroStrategy) have seen valuation premiums
(e.g., MSTR stock’s 300% Bitcoin beta).

4. Regulatory Clarity: Post-FASB ASU 2023-08, accounting hurdles are removed, enabling clean P&L
integration.

5. Inflation Hedging: With tech margins compressed by rising wages, Bitcoin offers a non-
operational alpha source.

9.5 2026 Outlook: Acceleration of Private Company Adoption

By 2026, we anficipate:



e 20% of U.S. private tech firms (50—1,000 employees) will hold 1—5% Bitcoin in treasuries.
e Custodial solutions will mature (e.g., Fidelity’s "Treasury Direct" for private firms).

e State-level incentives (e.g., Texas’s Bitcoin treasury tax exemptions) will reduce fiduciary risks for

directors.

For [Company Name], a 5% allocation represents a prudent, low-risk entry point with asymmetric

upside in a high-inflation, high-debt macro environment.

End of Report
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