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Digital Asset Trends
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Digital Asset Trends Expected in 2025
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With a pro-cryptocurrency administration, there is hope for increased
regulatory guidance

Companies adopting digital asset use cases in their business.

More businesses accepting digital assets as payment

Tokenization of real-world assets

More traditional businesses and institutions investing in mining and staking
Stablecoins adoption expands globally

Increased convergence between Al and crypto projects (including Al agents)
« Will Al agents be releasing their own tokens?

« Will Al agents transact with each other using digital assets?

Increased token genesis event activity (airdrops, private sales, etc.) due to
regulatory clarity



Unclaimed Property 101
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UNCLAIMED PROPERTY 101
Sourcing Rules

Abandoned Property should
be reported to:

_

First Priority Rule: the state of the rightful owner’s
last known address

if owner’s address is not known, then

Second Priority Rule: the holder’s state of
incorporation has the right to take possession of the
funds



Intangible Personal Property for Which There Has Been No

Owner Activity for a Specified Period of Time (“Dormancy Period”)

EXAMPLES OF UNCLAIMED PROPERTY

& B %
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UNCLAIMED PROPERTY ¥\
INTRODUCTION
. . Uncashed or Uncashed or Gift Customer Merchandise
Wh at 1S unCla] med Voided Payroll or Voided Payable/ Certificates/ Credits, Layaways,
Commission Checks Vendor Checks Gift Cards Deposits, Refunds or
prope rty? Rebates
Overpayments/ Suspense Unused/ Miscellaneous

Unidentified Accounts Outstanding Income/Bad Debt
Remittances Benefits (Non-ERISA) Expense Accounts




Key Unclaimed Property Concepts
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HOLDER - pormancy [P ouepiLicence [P RUUPA
Refers to an entity or Is the length of time that Efforts that a holder of “Revised Uniform
individual that possesses must pass without any unclaimed property must Unclaimed Property Act.”
or controls property that activity or contact from make to locate and notify It is a model law created
belongs to another person the owner before the the rightful owner before to provide a standardized
or business. property is considered the property is reported framework for states to
abandoned or unclaimed. and remitted to the state. follow in managing

unclaimed property.



Understanding
Unclaimed Property
Enforcement
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Who conducts audits?

Who are Voluntary

States historically have conducted audits using both internal and
external resources. Below is a list of some the most prominent
audit firms conducting review on behalf of many states:

Disclosure Agreement
(VDA) administrators?

» Kelmar Associates, LLC » Discovery Audit Services VDA REVIEW FIRMS:
» Specialty Audit Services » Escheatment Expertise > Eae%;e(FDDggi)(er, Biddle &
i ; ea
» Kroll (fka Verus Financial) Consulting Services (EECS)
. » Faegre, Drinker, Biddle & > KDAC LLC
» Treasury Services Group LLC Reath (FDBR
(TSG) eath ( ) » Barnes & Thornburg
» KDAC LLC

» Innovative Advocates Group,
Inc. » Barnes & Thornburg
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Understanding the Difference Between Types of Outreach

‘

Voluntary Disclosure
Invitations

State Audit Notices
(State Employees)

State Audit Notices
(Third Party)

e —

Self-Audit Notifications State Questionnaires l Compliance Reminders
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UNCLAIMED PROPERTY AUDITS

Types of Audits

& Capitol Building
R{be Smith 1007 E Grand Avenue

Treasurer of State Des Moines, 1A 50319

December 13, 2024

ve: I
Dear I

The lowa State Treasurer's Office (the “State™) is responsible for administering the lowa

» Involves a thorough examination of the company’s
general ledger accounts to '| dent] fy potent] al uncla]med m:;:‘;gbii;:r::m:zi'bﬁr?gﬁ:;:ﬂilﬁc;ﬁ Favdves ii?ﬂﬁ:ﬁjgEﬂﬂé:ﬁ;hinducm.

This is written notice from the State that an unclaimed property audit of the books and records of

the above n

p ro pe rty commencing

‘The examination will relate to all general ledger related property with a focus on cryptocurrency
accounts that may be subject to be reported and delivered to the State. Please instruct the
Company to take appropriate steps to ensure that all records that may be relevant to the

S EC U RI I I ES REVI EW examination are being prescrved as required under lowa law and that no relevant records are
being destroyed. The State authorizes Kelmar Associates LLC (“Auditor™) to act as the agent of

the state and to obtain and retain all records necessary to conduct such an examination and
directs the Company to provide the information requested on our behalf. All information should

» Focused on identifying and managing unclaimed or b dselly pevvied 10 AutBio t 4 wguaetax wilhow eosion o Snasin o T
information is required by Auditor on behalf of the State to correctly identify unclaimed property
o o held by the Company and re-unite such property with its owners,
a b a n d O n ed Sec u r] t] eS ) S u C h aS Stoc kS ) bo n d S ) O r m u t u a l Additionally, please request the Company (from the date of this letter through the date of the
. . . . . IinnI.audil report filed by thF Auditor) o not report or deliver .:my past due unclaimed property to
funds, that a company or financial institution holds e St oted pr e o fhe Ao e ports o oty dueproporty oo

afler they have been reviewed by the Auditor for accuracy of the values, owner information,
report state and dormancy date. The State reserves the right to impose interest, penalties and

examination costs permitied by the Statute, Your cooperation with the Auditor will bear heavily
CRYPTOCURRENCY FOCUS

You will be contacted by the Auditor to provide an initial document request and to arrange a

» Specialized process aimed at identifying and managing s o e e
unclaimed or abandoned cryptocurrency assets

d entity (the “Company™) and all relevant subsidiaries and divisions is




Recent Legislative
Changes and Current
Market Trends
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Unclaimed Property Law History

Unclaimed property laws have evolved over time to address the issue of assets that remain unclaimed.

Here’s a brief history:

® c. 12th century

Early Origins

The concept of escheat,
where unclaimed property
reverts to the state, dates
to feudal England.

® 1954

Uniform Disposition of
Unclaimed Property Act

This was the first attempt
to create a standardized
approach to unclaimed
property across states. It
provided a framework for
states to follow, though
adoption was inconsistent.

¢ 1981 & 1995

Uniform Unclaimed
Property Act

These updates to the
original act aimed to
address gaps and modernize
the approach to unclaimed
property.

® 2016

Revised Uniform
Unclaimed Property Act
(RUUPA)

—

The most recent revision,
RUUPA, was developed to
further standardize state
laws, incorporate
technological advancements,
and address new types of
property, such as digital
assets.




Unclaimed Property Law Changes

DEFINITION OF VIRTUAL LIQUIDATING DIGITAL
CURRENCY ASSETS

» Can be burdensome due to its
volatile nature and the
potential loss of future value

» Many states have adopted
provision that have expanded

Certain states have adopted its definition of virtual
RUUPA language to address currency to include any digital

digital assets specifically within unit used as a medium of
their UP statutes. exchange, unit of account, or

store of value, excluding those
with legal tender status in the
U.S.

» Custodians may face legal and
logistical challenges in
liquidating assets, especially if
contractual terms limit such
actions

Some of the challenges of these
changes include the following:

» Some states have proposed bills
that do not require liquidation
before escheat

(VAN WHAT IS SO UP WITH CRYPTO?



Unclaimed Property Law Changes

State auditors continue to find new
ways to identify unclaimed funds
companies may be holding.

Even in situations where digital
assets are not specifically defined,
UP statutes may still allow auditors
to go after digital assets.

>

DEFINITION OF VIRTUAL
CURRENCY UNDER RUUPA

(adopted by many states)

“Virtual currency” means a digital
representation of value used as a
medium of exchange, unit of
account, or store of value, which
does not have legal tender status
recognized by the United States.
The term does not include:

(A) the software or protocols
governing the transfer of the
digital representation of value;

(B) game-related digital content; or

(C) a loyalty card [or gift card].

“CATCH ALL PROVISIONS”

(already in many UP statutes
throughout the country)

Pennsylvania example from FAQs:
Does the state statute have specific
provisions related to digital assets?

» The State statute does not
explicitly mention digital assets.
However, the reporting
requirements might apply to
digital assets if they fall under
categories like securities or other
financial instruments. For precise
details, reviewing the Disposition
of Abandoned and Unclaimed
Property Act (DAUPA) directly or
consulting with the Pennsylvania
Treasury would be advisable.




Impact of
Unclaimed Property
on Cryptocurrency
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Crypto
Exchanges

WHAT IS A CRYPTO EXCHANGE?
» A platform where users can buy, sell, and trade crypto currencies

» Centralized Exchange (CEX): a type of cryptocurrency exchange that operates as a
third-party intermediary between buyers and sellers (e.g., Coinbase)

REGULATORY IMPLICATIONS
» Crypto exchanges may be required to report unclaimed assets to state authorities
» Compliance with state unclaimed property laws can vary

CHALLENGES FOR CRYPTO EXCHANGES
» Identifying and tracking unclaimed cryptocurrency assets
» Complexity due to the decentralized and anonymous nature of cryptocurrencies

BEST PRACTICES FOR EXCHANGES
» Implementing systems to notify users of inactive accounts
» Developing clear policies for handling unclaimed property




Non-Fungible
Tokens (NFTs)

WHAT IS AN NFT?

» An NFT is a unique digital asset that represents ownership of a specific item or
piece of content, such as art, music, or real estate, on a blockchain

» Unlike cryptocurrencies, NFTs are not interchangeable due to their unique
properties

NFTs AS UNCLAIMED PROPERTY
» NFTs can become unclaimed if owners lose access or forget about them
» Challenges arise in tracking ownership due to decentralized nature

CHALLENGES FOR NFT MARKETPLACES
» Identifying unclaimed NFTs and notifying owners
» Developing systems to manage and report unclaimed digital assets

BEST PRACTICES FOR NFT MARKETPLACES
» Implementing alerts for inactivity
» Educating users on managing and securing their NFTs




Sales Tax Crypto Update
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History of Sales Tax and
Cryptocurrency/NFTs

NFT Craze

Bitcoin hits $100,000

WASHINGTON
(Interim)

PENNSYLVANIA

States issued guidance on NFTs

States are issuing additional
guidance

WASHINGTON
(Final)

MASSACHUSETTS
(Draft Regulations)

MINNESOTA

WISCONSIN

ARIZONA




Current State of Sales and Use Tax
RELATED TO CRYPTOCURRENCY AND OTHER DIGITAL ASSETS

i a
U.S. Lab Companies
(Protocols)

Exchanges NFT Creators

i3 =
Marketplaces Mining Web3

(Gaming, Fintech, Retail, etc.)
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Sales and Use Tax
Updates

» Guidance
» Taxability
» Sourcing

» Sales and Use Tax Exemptions
» Data Center

Electricity

Manufacturing

Digital Asset Mining Equipment

High Technology Computer Equipment

WHAT IS SO UP WITH CRYPTO?
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VAT Crypto Update
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Brief History of VAT and Crypto

EVOLVING REGULATORY
APPROACHES

» Initial uncertainty

 Lack of clear guidance = varied
interpretations and application
of VAT

KEY RULINGS AND GUIDANCE
» European Union (EU)
* Hedqvist Case (2015)

- Bitcoin transactions should be
exempt from VAT (similar to
traditional currency transactions)

- Set precedent for treating crypto
as a means of payment (not goods
or services)

» Australia

« Initially treated crypto as
taxable supplies

« 2017 amended law to treat
crypto similarly to money

- Exempt when used as payment

GLOBAL VARIATIONS

» Different approaches adopted =
inconsistencies and complications

« Commodities vs. financial
instruments vs. currency vs.
intangible assets

» Categorization difficulties within
existing frameworks



VAT in the Crypto World

CURRENT ISSUES

OPPORTUNITIES

28

NFT CREATORS

Classification of NFTs
for VAT purposes

Jurisdictional
challenges in cross-
border sales

Potential for VAT
exemptions or reduced
rates

Structuring sales to
optimize VAT treatment

CRYPTO MINERS

VAT treatment of
mining activities
(personal mining vs. mining
for third parties)

Input VAT recovery
challenges

Efficient structuring of
mining operations

VAT recovery

opportunities
(some jurisdictions)

WEB3

(Gaming, Fintech, Retail, etc.)

VAT on Web 3 services

Cross-border service
challenges

Structuring fintech
services for optimal
VAT outcomes

Exploring VAT
exemptions for
financial services




VAT in the Crypto World

CURRENT ISSUES

OPPORTUNITIES
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MARKETPLACES

VAT obligations for
crypto marketplaces

Handling vat on cross-
border transactions

Implementing VAT-
compliant marketplace
structures

Leveraging technology
for vat reporting and
technology

TOKEN GENESIS

VAT treatment of token
issuance

Challenges in
determining the
taxable event

Structuring token sales
for VAT efficiency

Exploring VAT
exemptions for initial
token offerings

STABLECOIN

Classification of
stablecoins for VAT
purposes

VAT on transactions
involving stablecoins

Structuring stablecoin
transactions to
minimize VAT

Potential for VAT
exemptions similar to
traditional currencies




Early intervention can be key for addressing complex issues

i

Key %ﬁ@ Structure transactions carefully to minimize VAT liabilities and
Takeaways 5333 ensure compliance

Optimize VAT strategies by staying informed about regulatory
changes and leveraging experienced guidance
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Thank you!
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CONTACT US »

About BDO USA

Our purpose is helping people thrive, every day. Together, we are focused on delivering exceptional and sustainable
outcomes and value for our people, our clients and our communities. BDO is proud to be an ESOP company, reflecting
a culture that puts people first. BDO professionals provide assurance, tax and advisory services for a diverse range of
clients across the U.S. and in over 160 countries through our global organization.

BDO is the brand name for the BDO network and for each of the BDO Member Firms. BDO USA, P.C., a Virginia
professional corporation, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and
forms part of the international BDO network of independent member firms.

For more information, please visit: www.bdo.com.

Material discussed is meant to provide general information and should not be acted on without professional advice tailored to your needs.

© 2025 BDO USA, P.C. All rights reserved.
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