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Executive Summary 
Bitcoin is currently experiencing a severe correction that is testing the risk management frameworks of 
every corporate treasury that has adopted it. From its all-time high of $126,296 on October 6, 2025, 
Bitcoin has fallen approximately 31% to the current range of $86,000-$88,000 as of November 24, 
2025. This marks the second major correction of 2025, following the March crash from $109,000 to 
$78,523 triggered by U.S. tariff policy announcements. 

Corporate treasurers are facing this crisis right now. Boards are asking questions. Shareholders 
are nervous. The Fear & Greed Index has plunged to 10 out of 100 — "extreme fear" — the lowest 
reading since the index began in July 2023. Spot Bitcoin ETFs have seen record redemptions of $3.55 
billion this month, with $40 billion in trading volume last week alone, suggesting institutional 
capitulation. 

This white paper addresses three critical questions for corporate treasurers navigating the current 
drawdown: 

1.​ How should corporate treasurers understand and communicate Bitcoin volatility to 
boards and shareholders during this correction? 

2.​ What governance frameworks prevent shareholder lawsuits and fiduciary duty violations 
when Bitcoin drops 30%+ in six weeks? 

3.​ How do successful Bitcoin treasury adopters manage through corrections like the 
current one without panic liquidation? 

Key Findings: 

●​ Bitcoin corrections of 30-50% occur regularly during bull markets and are statistically normal 
within Bitcoin's 16-year history 

●​ Companies with proper governance frameworks (position sizing, time horizons, board 
authorization) have successfully managed through even larger drawdowns without shareholder 
litigation — including Strategy's (formerly MicroStrategy) 649,870 BTC position through multiple 
2025 corrections 

●​ The current correction, while severe, is less extreme than the 80%+ bear market drawdowns 
that followed previous cycle peaks 
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●​ Lawsuit risk stems from poor process and disclosure, not from Bitcoin volatility itself — the 
business judgment rule protects directors who follow proper procedures 

●​ Conservative allocation sizing (1-5% of liquid reserves) combined with 4+ year time horizons 
creates treasury positions that can survive 50%+ temporary drawdowns 

This white paper provides the risk management and governance framework necessary for corporate 
treasurers to: 

●​ Maintain confidence in existing Bitcoin positions during the current drawdown 
●​ Communicate effectively with boards and shareholders about volatility that was disclosed 

upfront 
●​ Avoid panic selling that locks in temporary losses 
●​ Understand whether current positions remain appropriate or require adjustment 

 

© 2025 Satoshi Institute Inc. | All Rights Reserved​ ​ ​ ​ ​ ​ Page 3 



 

Table of Contents 
1.​ Understanding Bitcoin Volatility 
2.​ The 2025 Corrections in Context 
3.​ Corporate Governance Framework for Bitcoin Treasury 
4.​ Shareholder Lawsuit Prevention 
5.​ Drawdown Communication Protocols 
6.​ Case Study: Strategy's Governance Through 2025 Volatility 
7.​ Position Sizing and Risk Budgeting 
8.​ Implementation Checklist 
9.​ Appendix A: Board Resolution Template 
10.​Appendix B: Risk Disclosure Language 
11.​References 

 

 

© 2025 Satoshi Institute Inc. | All Rights Reserved​ ​ ​ ​ ​ ​ Page 4 



 

1. Understanding Bitcoin Volatility 

1.1 Historical Drawdown Analysis 

Bitcoin has experienced numerous significant corrections since its inception in 2009. Understanding 
this pattern is essential for corporate treasury planning and for maintaining board confidence during the 
current correction. 

Major Bitcoin Bear Market Drawdowns (2011-2022): 

Period Peak Trough Drawdown Duration Recovery 
Time 

2011 ~$31 ~$2 -94% ~5 months ~35 months 

2013-201
5 

~$1,150 ~$150 -87% ~13 months ~35 months 

2017-201
8 

~$19,700 ~$3,100 -84% ~12 months ~35 months 

2021-202
2 

~$69,000 ~$15,500 -78% ~12 months ~24 months 

Source: Historical Bitcoin price data from major exchanges; drawdown analysis consistent with cycle 
research from NYDIG, Presto Research, and BlackRock iShares Bitcoin volatility studies. 

Bitcoin Bull Market Corrections (Intra-Cycle Drawdowns): 

In addition to major 70%+ bear markets, Bitcoin regularly experiences corrections of 20-40% during bull 
market phases. A 2024 NYDIG analysis of historical Bitcoin cycles found that "drawdowns of 10% or 
more are a regular feature of up cycles," with bull markets typically experiencing 5-13 such corrections 
before reaching cycle peaks. 

Key Observations for Corporate Treasurers: 

1.​ Current correction (31%) is moderate by Bitcoin standards — While painful, a 30% decline 
does not yet qualify as a major bear market. Historical bear markets involved 70-84% 
drawdowns after parabolic rallies. 

2.​ Intra-cycle corrections are normal — During the 2017 bull market, Bitcoin experienced 13 
separate drawdowns exceeding 10%, including a 40% correction in September 2017 before 
ultimately reaching $19,700 by December. 

3.​ Recovery times vary — Major bear markets historically required 2-3 years for full recovery to 
new all-time highs. Intra-cycle corrections typically recover in weeks to months. 
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4.​ Timing is unpredictable — No reliable indicator exists for predicting correction bottoms. 
Historically, the deepest corrections occurred near cycle peaks, but identifying peaks in real-time 
is impossible. 

1.2 Volatility as Asset Characteristic 

Bitcoin's volatility is not a bug — it's an inherent characteristic of: 

●​ A non-sovereign, fixed-supply monetary asset without central bank intervention or circuit 
breakers 

●​ A globally accessible 24/7/365 market with continuous price discovery 
●​ A relatively young asset class (16 years old) still in adoption phase 
●​ A network with programmatic supply dynamics (halvings create supply shocks every four 

years) 

Recent Bitcoin Volatility Data: 

According to BlackRock's iShares Bitcoin volatility research, Bitcoin's rolling one-year volatility has 
declined from peaks above 100% in 2017-2020 to approximately 55-60% as of 2025. While this 
remains 3.6x higher than gold and 5.1x higher than global equities, Bitcoin's volatility has "consistently 
declined alongside the industry's maturation in recent years." 

Notably, Bitcoin's current volatility profile is comparable to major technology stocks. iShares research 
shows Bitcoin's volatility converging toward levels similar to NVIDIA, Tesla, and Meta over the 
2020-2025 period. 

Critical Insight for Treasurers: 

Bitcoin volatility compensates holders for eliminating: 

●​ Monetary inflation risk (fixed 21 million supply) 
●​ Central bank policy risk (decentralized, algorithmic) 
●​ Counterparty risk (self-custody possible, no rehypothecation) 
●​ Currency debasement risk (no dilution possible) 

Traditional treasury assets (bonds, money markets) have price stability but carry inflation risk, 
counterparty risk, and negative real yields during inflationary periods. Bitcoin has price volatility but 
eliminates these risks. 

The question is not whether corporations should accept volatility, but whether the volatility is 
manageable given proper governance and sizing. 

2. The 2025 Corrections in Context 

2.1 The Year in Review 
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2025 has provided Bitcoin treasury adopters with two distinct stress tests: 

January 2025: Post-Election Rally to $109,000 

Following Donald Trump's November 2024 election victory, Bitcoin surged into January 2025 on 
speculation about a potential U.S. Strategic Bitcoin Reserve and pro-cryptocurrency regulatory policies. 
Bitcoin briefly touched $109,000 in early January before the first correction began. 

March 2025: The Tariff Crash (-28% in days) 

The most dramatic correction of 2025 occurred in March when Bitcoin crashed from approximately 
$109,000 to $78,523 — a 28% decline — triggered by the Trump administration's aggressive tariff 
policies on Mexico and Canada. Market commentary described "bloodshed across the crypto board" 
and "tremendous loss in investor wealth" during early March 2025 amid "wide-spread panic across all 
financial markets." 

This correction proved severe but brief. Bitcoin demonstrated resilience by recovering throughout Q2 
2025. 

August 2025: Recovery and New All-Time High ($123,339) 

Driven by unprecedented spot Bitcoin ETF demand and strong institutional interest, Bitcoin surged 
through Q2 and Q3 2025, ultimately reaching a new all-time high of $123,339 in August 2025. The 
recovery validated the thesis that properly managed corporate positions could survive even sharp 
corrections. 

October 6, 2025: Ultimate Peak ($126,296) 

Bitcoin set its current all-time high of $126,296 on October 5-6, 2025, narrowly surpassing the August 
peak and marking the culmination of a strong second-half rally. 

October-November 2025: Current Correction (-31% from peak) 

Beginning in mid-October 2025, Bitcoin entered a sharp correction that accelerated through November. 
As of November 24, 2025, Bitcoin trades in the $86,000-$88,000 range, representing a 31% decline 
from the October peak. The cryptocurrency briefly touched $80,000-$82,000 on November 22, 2025, 
before recovering modestly. 

2.2 Why This Correction Is Happening 

Multiple factors are driving the current correction: 

1. Natural Profit-Taking After 150%+ Gains 

Bitcoin rose from approximately $50,000 in October 2024 to $126,296 in October 2025 — a gain of 
over 150% in one year. After such a rally, profit-taking by early buyers is normal market behavior. 

© 2025 Satoshi Institute Inc. | All Rights Reserved​ ​ ​ ​ ​ ​ Page 7 



 

2. ETF Outflows and Institutional Repositioning 

The 11 U.S.-listed spot Bitcoin ETFs have seen record redemptions of $3.55 billion in November 2025, 
with $40.32 billion in trading volume last week alone — suggesting institutional capitulation. 
BlackRock's IBIT, which typically dominates inflows, has seen its assets decline to lowest levels since 
April 2025. According to CoinDesk Markets, "the weighted-average entry price for ETF holders is above 
$90,000," meaning most current holders are underwater, contributing to redemption pressure. 

3. Macro Uncertainty and Risk-Off Sentiment 

Global macro conditions have deteriorated, with uncertainty around interest rates, inflation dynamics, 
and liquidity conditions increasing. As YouHodler's Chief of Markets noted, "a growing share of 
investors is choosing to lock in profits and move to the sidelines" amid macro uncertainty. Bitcoin 
remains correlated with U.S. equity markets, and weakness in tech stocks has contributed to crypto 
selling. 

4. Leveraged Position Liquidations 

The swift decline has triggered cascading liquidations of over-leveraged positions in Bitcoin futures and 
options markets. Deribit data shows that the $80,000 put option now has over $2 billion in open 
interest, the most popular contract on the exchange, indicating traders are positioning for further 
downside. 

5. Short-Term Holder Capitulation 

On-chain data reveals "the biggest panic move from short-term holders since the last all-time high of 
$126,000." Short-term holders — those who purchased Bitcoin within the past 6 months — are 
experiencing significant unrealized losses and some are capitulating, moving coins to exchanges for 
sale. 

2.3 This Is Not 2022 

Important distinctions separate the current correction from the 2021-2022 bear market: 

2021-2022 Bear Market Context: 

●​ Bitcoin had risen 20x from COVID lows ($3,000 to $69,000) 
●​ Massive leverage throughout crypto ecosystem (Terra/Luna, FTX, Three Arrows Capital) 
●​ Complete collapse of overleveraged entities 
●​ Regulatory crackdowns and major fraud prosecutions 
●​ 78% decline from peak to trough 

Current 2025 Correction Differs: 

●​ Bitcoin only 2.5x from cycle start (vs. 20x parabolic run in 2021) 
●​ Major leverage washouts already occurred in 2022 
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●​ No major exchange or ecosystem failures occurring 
●​ Stronger regulatory clarity (spot ETF approvals, potential Strategic Reserve) 
●​ Stronger balance sheets among corporate Bitcoin holders 
●​ Current correction of 31% vs. 78% in 2021-2022 

Key Analyst Perspectives: 

Multiple analysts characterize the current move as "a correction within a bull market" rather than the 
beginning of a multi-year bear market. According to crypto analysis site InvestingHaven, "if this is a 
standard correction, current levels could form a bottom. However, if a bear cycle is beginning, the 
decline may continue." 

Swissblock analysis suggests "Bitcoin has not yet experienced a true bullish rally in this cycle due to 
ETF-driven delays and large-scale accumulation." As that accumulation phase ends, they project "a 
new uptrend is beginning to take shape." 

Conclusion for Corporate Treasurers: 

The current correction, while uncomfortable, appears to be an intra-cycle consolidation rather than a 
multi-year bear market. However, certainty is impossible in real-time. This is precisely why proper 
governance, conservative sizing, and long-term horizons are essential — they allow corporations to 
survive uncertainty without forced decisions. 

2.4 Opportunity Cost of Panic 

The permanent cost of temporary volatility: 

Companies that sell Bitcoin positions during corrections convert temporary unrealized losses into 
permanent realized losses. Historical data demonstrates this clearly: 

Example: Bitcoin Treasury Position Initiated March 2021 

Assume a company purchased $100 million in Bitcoin at $60,000 per coin in March 2021: 

●​ Initial Position: 1,667 BTC, $100M invested 
●​ November 2022 (bear market low): Position worth $26M at $15,500 (down 74%) 
●​ If sold at bottom: $74M permanent loss realized 
●​ If held to November 2025: Position worth $145M at $87,000 (up 45% from entry) 
●​ If held to October 2025 peak: Position worth $210M at $126,000 (up 110% from entry) 

The only way to guarantee losses in Bitcoin is to sell during temporary drawdowns. Volatility is 
temporary; selling is permanent. 

This principle applies directly to the current correction. Companies that purchased Bitcoin at 
$50,000-$70,000 during 2024 remain profitable even at current $87,000 levels. Selling now would 
forfeit future recovery potential. 
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3. Corporate Governance Framework for Bitcoin Treasury 

3.1 The Three Pillars of Bitcoin Treasury Governance 

Successful corporate Bitcoin adoption during volatile periods requires institutional discipline across 
three dimensions: 

Pillar 1: Proper Authorization and Oversight 

Board-Level Requirements: 

●​ Formal board resolution authorizing Bitcoin treasury strategy 
●​ Investment Policy Statement (IPS) amendment specifying Bitcoin allocation limits 
●​ Audit committee oversight and regular reporting requirements 
●​ Annual strategy review process with explicit reauthorization 

Management Requirements: 

●​ CFO and Treasurer designated as primary decision-makers 
●​ Defined escalation procedures for position size increases 
●​ Regular reporting to board (quarterly minimum, monthly during volatility) 
●​ External advisor consultation (legal counsel, tax advisors, custody providers) 

Rationale: 

Proper authorization creates the documentary record necessary to invoke business judgment rule 
protection during shareholder litigation. It also ensures that Bitcoin adoption is a deliberate corporate 
decision, not a rogue action by individual executives. 

Pillar 2: Conservative Position Sizing 

Recommended Allocation Limits: 

●​ Initial allocation: 1-3% of liquid reserves or cash equivalents 
●​ Maximum allocation: 5-10% without extraordinary board approval 
●​ Critical rule: Never exceed amount that would require forced liquidation under severe stress 

Balance Sheet Stress Tests: 

Before adopting Bitcoin, corporations should answer: 

●​ Can company sustain 50% unrealized loss without operational impact? 
●​ Does Bitcoin represent less than 20% of total treasury assets? 
●​ Can company meet 12+ months of obligations without selling Bitcoin? 
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●​ Would a 75% Bitcoin drawdown (worst-case scenario) threaten solvency? 

If any answer is "no," the allocation is too large. 

Application to Current Correction: 

A company that allocated 2% of liquid reserves to Bitcoin at $60,000 in 2024 would currently show: 

●​ Original position: $10M invested (2% of $500M reserves) 
●​ Current value at $87,000: $14.5M (still profitable, 45% gain) 
●​ Current allocation: 2.9% of reserves (modest increase, well within limits) 
●​ Operational impact: None 

This demonstrates why conservative sizing works — even with 31% volatility from October peak, 
prudently-sized positions remain manageable. 

Pillar 3: Appropriate Time Horizon 

Minimum Recommended Hold Period: 4 years (one full Bitcoin cycle) 

Rationale: 

●​ Spans typical bear-to-bull market cycle (historically 4 years between halvings) 
●​ Allows position to recover from temporary volatility 
●​ Eliminates pressure for forced selling during corrections 
●​ Aligns with long-term inflation protection and treasury diversification goals 

The "Lockbox Concept": 

Bitcoin allocation should be mentally "locked" and considered unavailable for short-term liquidity needs. 
This psychological framework prevents panic decisions during corrections like the current one. 

Application to Current Correction: 

A company that adopted Bitcoin in early 2024 with a 4-year horizon is only 18-20 months into that 
timeframe. The current correction is uncomfortable but does not trigger any action — the company 
simply waits for the cycle to play out. 

3.2 Investment Policy Statement (IPS) Amendment 

Corporate treasurers should amend existing treasury IPS documents to explicitly address Bitcoin 
allocation. This creates the formal governance framework necessary for business judgment rule 
protection. 

Recommended Bitcoin-Specific IPS Language: 

BITCOIN TREASURY ALLOCATION POLICY 

© 2025 Satoshi Institute Inc. | All Rights Reserved​ ​ ​ ​ ​ ​ Page 11 



 

 
The Company may allocate up to [X]% of liquid reserves (excluding working  
capital requirements) to Bitcoin as a long-term inflation hedge and  
non-sovereign treasury reserve asset. 
 
Bitcoin allocation explicitly acknowledges: 
 
1. VOLATILITY: Bitcoin exhibits high price volatility with historical  
   drawdowns of 30-50% during bull markets and 70-80% during bear markets. 
    
2. TIME HORIZON: Bitcoin positions require a minimum 4-year investment  
   horizon to span full market cycles. No Bitcoin allocation may be  
   relied upon for operational liquidity within this timeframe. 
    
3. POSITION SIZING: Bitcoin allocation shall not exceed [X]% of liquid  
   reserves, shall not represent more than [Y]% of total corporate assets,  
   and must be sized such that a 75% unrealized loss would not impact  
   operations. 
    
4. NO LEVERAGE: The Company will not employ margin, leverage, derivatives,  
   or lending in Bitcoin positions. All Bitcoin must be purchased with  
   cash and held in custody (not rehypothecated). 
    
5. CUSTODY: Bitcoin shall be held with institutional-grade qualified  
   custodians (e.g., Coinbase Custody, Fidelity Digital Assets, BitGo,  
   Anchorage Digital) with appropriate insurance and security protocols. 
    
6. GOVERNANCE: Bitcoin allocation requires Board resolution authorization,  
   quarterly reporting to Board on position value and unrealized gains/losses,  
   and annual strategy review with explicit reauthorization. 
 
7. DISCLOSURE: Material Bitcoin allocations (typically >5% of assets)  
   shall be disclosed via SEC 8-K filing, with ongoing disclosure in  
   10-K/10-Q filings and earnings communications. 
 
The Company's Bitcoin treasury strategy is executed by the CFO and Treasurer  
under Audit Committee oversight. 
 

3.3 Risk Management Controls and Escalation Triggers 

Ongoing Monitoring Requirements: 

●​ Daily: Position value tracking and custody verification 
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●​ Weekly: Risk metric calculation (volatility, drawdown depth, time underwater) 
●​ Monthly: Allocation percentage rebalancing decisions 
●​ Quarterly: Board reporting package with full position analysis 
●​ Annually: Strategy review and reauthorization 

 

© 2025 Satoshi Institute Inc. | All Rights Reserved​ ​ ​ ​ ​ ​ Page 13 



 

Recommended Escalation Triggers: 

Drawdown Level Action Required Purpose 

25% CFO notification Awareness; confirm no operational impact 

40% Board notification Formal update; review governance framework 

50% Board discussion Assess strategy continuation; no automatic selling 

60% Formal risk review Deep analysis; consider adjustments if fundamentals 
changed 

Critical Note: Escalation triggers are for awareness, communication, and governance review — 
they are not automatic sell signals. The purpose is to ensure proper oversight, not to trigger panic 
liquidation. 

Application to Current Correction: 

At 31% drawdown from October peak, most companies with Bitcoin positions would have triggered the 
25% CFO notification level. This prompts: 

1.​ Confirmation that position remains within IPS limits 
2.​ Verification of no operational liquidity needs 
3.​ Preparation of board update memo 
4.​ Review of shareholder disclosure adequacy 

No selling is required or recommended unless specific company circumstances have changed. 

4. Shareholder Lawsuit Prevention 

4.1 Understanding Fiduciary Duty in Treasury Innovation 

Common Misconception: "Bitcoin's 31% decline creates lawsuit risk" 

Legal Reality: Lawsuit risk stems from inadequate process, not from investment outcomes 

The Business Judgment Rule 

Delaware corporate law (governing most U.S. public companies) applies the business judgment rule 
to corporate decisions. This rule protects directors and officers from liability when they: 
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1.​ Act with proper information — Based on adequate due diligence and expert consultation 
2.​ Act in good faith — With honest belief decision serves company interests 
3.​ Have no conflicts of interest — Decision not motivated by personal gain 
4.​ Follow proper process — Board authorization, committee review, formal documentation 

Key Legal Principle from Delaware Courts: 

"Directors are not insurers of corporate losses." (Gagliardi v. TriFoods, 683 A.2d 1049, Del. Ch. 1996) 

Courts do not second-guess business decisions that turn out badly if directors followed proper process. 
Even decisions that result in worse outcomes are protected if the process was sound (Kamin v. 
American Express, 383 N.Y.S.2d 807, N.Y. Sup. Ct. 1976). 

4.2 Application to Bitcoin Treasury: Current Case Law 

Critical Fact: Despite extreme Bitcoin volatility including multiple 70%+ drawdowns, no successful 
shareholder derivative lawsuit has been filed against Strategy (formerly MicroStrategy), Tesla, Block 
(formerly Square), or any other corporate Bitcoin treasury adopter specifically challenging their Bitcoin 
strategy. 

Strategy has held Bitcoin through: 

●​ 2021-2022 bear market: 75% unrealized losses 
●​ March 2025 correction: 28% decline 
●​ October-November 2025 correction: 31% decline (current) 

Why no successful lawsuits? 

1.​ Transparent disclosure: Strategy repeatedly disclosed Bitcoin volatility risk in SEC filings 
2.​ Board authorization: Formal board resolutions approving strategy 
3.​ Shareholder awareness: Strategy's Bitcoin strategy was publicly announced and discussed on 

earnings calls 
4.​ Conservative capital structure: No forced liquidation scenarios (no short-term debt requiring 

Bitcoin sales) 
5.​ Regular reporting: Quarterly updates on Bitcoin holdings and performance 

4.3 Documentary Requirements for Lawsuit Protection 

Essential Documents for Business Judgment Rule Protection: 

1. Board Minutes 

Must demonstrate: 

●​ Discussion of Bitcoin strategy, including volatility risks 
●​ Presentation of historical drawdown analysis (30-80% corrections) 
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●​ Questions asked by directors and answers provided 
●​ Formal vote adopting resolution 
●​ Dissenting opinions recorded if any 

2. Risk Disclosure Memoranda 

Should contain: 

●​ Historical volatility analysis with specific drawdown examples 
●​ Stress test scenarios (25%, 50%, 75% decline impacts) 
●​ Allocation sizing rationale with balance sheet analysis 
●​ Comparison to other treasury risks (inflation, negative real yields) 
●​ External research and expert opinions consulted 

3. Expert Consultations 

Document engagement with: 

●​ Legal counsel: Opinion on board authority, disclosure requirements, fiduciary duties 
●​ Tax advisors: Opinion on accounting treatment, tax implications 
●​ Custody providers: Due diligence on security, insurance, operational procedures 
●​ Treasury consultants: External validation of allocation sizing and risk management (e.g., 

Satoshi Institute) 

4. SEC Filings and Shareholder Disclosures 

Required disclosures: 

●​ Form 8-K: Material allocations (typically >5% of assets) require current report 
●​ Form 10-K/10-Q: Risk factors section must address Bitcoin volatility 
●​ MD&A section: Discussion of treasury strategy and Bitcoin performance 
●​ Earnings calls: Transparent discussion of Bitcoin holdings and rationale 

4.4 Defensive Best Practices During Current Correction 

During the current 31% drawdown, corporate treasurers should: 

DO: ✓ Maintain transparency — address Bitcoin position on earnings calls if material​
 ✓ Emphasize governance — highlight that current volatility was disclosed and anticipated​
 ✓ Reference time horizon — remind stakeholders of 4+ year investment period​
 ✓ Show no operational impact — demonstrate position sizing working as designed​
 ✓ Document board updates — maintain written record of governance oversight​
 ✓ Reaffirm or adjust strategy — explicitly state Board's continued support or announce measured 
changes​
 ✓ Cite comparable situations — reference Strategy's management through similar drawdowns 
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DON'T: ✗ Hide or minimize losses — transparency builds credibility​
 ✗ Apologize for volatility — this was disclosed upfront as expected​
 ✗ Make reactive changes — avoid panic selling or dramatic strategy shifts​
 ✗ Compare to other companies' returns — each situation is unique​
 ✗ Speculate on price direction — avoid predicting bottoms or recoveries​
 ✗ Over-communicate — daily/weekly updates draw excessive attention to volatility​
 ✗ Change disclosures mid-stream — maintain consistent risk factor language 

Key Insight: 

The current correction is precisely the scenario that was disclosed when Bitcoin was adopted. Proper 
governance means managing through it as planned, not reacting emotionally. 

5. Drawdown Communication Protocols 

5.1 Internal Communications: Board Update Template 

Purpose: Provide factual, governance-focused update to board during current correction 

MEMORANDUM TO BOARD OF DIRECTORS 

RE: Bitcoin Treasury Position Update — November 2025 Correction 

Executive Summary: This memo provides an update on the Company's Bitcoin treasury position amid 
the current market correction. Bitcoin has declined 31% from its October 6, 2025 all-time high of 
$126,296 to current levels near $87,000. This correction, while significant, remains within historical 
norms for Bitcoin and within the risk parameters disclosed to and authorized by this Board. 

Current Position Status: 

●​ Original acquisition: [Date] at average cost of $[X] per Bitcoin 
●​ Position size: [Y] Bitcoin totaling $[Z] million current value 
●​ Unrealized gain/(loss): $(Amount) or [%] from cost basis 
●​ Current allocation: [%] of liquid reserves, [%] of total treasury assets 
●​ Original IPS limit: Maximum [%] of liquid reserves 
●​ Compliance status: Within IPS allocation limits ✓ 

Market Context: 

Bitcoin reached an all-time high of $126,296 on October 6, 2025, representing a [X]% gain from the 
Company's average entry price. The current correction began in mid-October and has been driven by: 

1.​ Natural profit-taking after 150% gains in 2024-2025 
2.​ Record Bitcoin ETF outflows ($3.55B in November) amid broader risk-off sentiment 
3.​ Macro uncertainty regarding interest rates and economic growth 
4.​ Technical factors including leveraged position liquidations 
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Historical Precedent: 

Bitcoin has experienced similar or larger corrections regularly throughout its history: 

●​ During 2017 bull market: 13 separate corrections >10%, including 40% drawdown in September 
2017 

●​ March 2025: 28% correction from $109K to $78K (recovered within months) 
●​ Current correction (31%) is moderate by Bitcoin standards 

Major bear markets (2018, 2022) involved 70-80% declines and typically occurred after even more 
extreme rallies than the current cycle. 

Governance Review: 

✓ Position sizing remains appropriate: Current allocation of [X]% is well within IPS limits​
✓ No operational impact: Company maintains full liquidity for operations; Bitcoin position not needed​
✓ Time horizon intact: [X] years remaining on 4-year minimum hold period​
✓ Risk disclosure adequate: Volatility risk prominently featured in SEC filings and earnings 
communications​
✓ No forced selling pressure: No debt covenants, margin calls, or liquidity constraints requiring 
Bitcoin sales 

Board Authorization: 

This Board authorized Bitcoin treasury allocation on [Date] with full disclosure of volatility risk including 
potential drawdowns of 50% or more. The current 31% correction, while uncomfortable, is within the 
risk parameters this Board explicitly accepted. 

Management Recommendation: 

Maintain current position per established strategy. No changes recommended. 

The current correction represents a normal consolidation within Bitcoin's cyclical pattern. Selling now 
would: 

1.​ Convert temporary unrealized losses into permanent realized losses 
2.​ Eliminate upside participation if/when recovery occurs 
3.​ Suggest inadequate initial risk assessment and governance 
4.​ Create precedent for reactive decision-making during future volatility 

Alternative Actions if Board Determines Strategy Reassessment Needed: 

If Board has concerns about position size or strategy, management recommends: 

Option A: Reaffirm existing strategy with explicit Board minute reflecting continued confidence​
Option B: Reduce position gradually over 6-12 months (avoid panic selling into current weakness)​
Option C: Engage external advisor (Satoshi Institute) for independent governance review 
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Next Steps: 

●​ Management will continue monitoring position and market conditions 
●​ Monthly updates to Board during correction period (vs. quarterly normally) 
●​ Preparation of shareholder Q&A for upcoming earnings call 
●​ Annual strategy review scheduled for [Date] per IPS requirements 

Respectfully submitted,​
[CFO Name], Chief Financial Officer 

5.2 External Communications: Shareholder and Earnings Call Guidance 

Principles for External Communication During Drawdowns: 

1.​ Transparency without apology — Acknowledge volatility but don't apologize for risk that was 
disclosed 

2.​ Governance focus — Emphasize proper process and authorization, not price predictions 
3.​ Strategic consistency — Maintain long-term rationale; avoid reactive messaging 
4.​ Appropriate context — Reference historical volatility patterns and comparable situations 
5.​ Operational clarity — Demonstrate no impact on business operations or growth 

Recommended Earnings Call Language (November 2025): 

"Regarding our Bitcoin treasury position: As you know, Bitcoin has experienced  
significant volatility this quarter, declining from its October all-time high  
of $126,000 to current levels around $87,000. This 30% correction represents  
exactly the type of volatility we disclosed to shareholders when we adopted  
this strategy. 
 
Our position remains sized conservatively at [X]% of our liquid reserves with  
no impact on our operational capabilities, customer commitments, or growth  
investments. Bitcoin's volatility is well-documented — corrections of 30-50%  
occur regularly during bull market cycles, and we experienced a similar 28%  
drawdown in March 2025 followed by full recovery. 
 
Our governance framework, conservative position sizing, and multi-year time  
horizon allow us to manage through this volatility without concern. We maintain  
our view that Bitcoin serves as an inflation hedge and non-sovereign reserve  
asset appropriate for a portion of our treasury. 
 
We continue to report Bitcoin holdings transparently in our financial statements  
with full disclosure of market value and unrealized gains or losses. Our Board  
reviews this strategy quarterly and reaffirmed it in [Month]. 
 
I'll now take questions on our core business performance..." 
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What NOT to Say: 

❌ "We regret the Bitcoin position given current losses"​
❌ "We're monitoring the situation and may sell if it declines further"​
❌ "We believe Bitcoin will recover to $X by [date]"​
❌ "This correction caught us by surprise"​
❌ "We're exploring options to reduce our exposure" 

These statements either: 

●​ Undermine confidence in original governance 
●​ Create expectations about trading decisions 
●​ Make price predictions that may prove wrong 
●​ Suggest inadequate risk assessment initially 
●​ Signal panic to markets 

5.3 What Requires Communication vs. Silence 

When to Proactively Communicate About Bitcoin: 

●​ Material acquisitions (new purchases during correction) 
●​ Changes to strategy or allocation limits 
●​ Material dispositions (sales or reductions) 
●​ Annual/quarterly reporting per normal schedule 
●​ Response to direct analyst/shareholder questions 

When to Avoid Proactive Bitcoin Communication: 

●​ Daily/weekly price movements (including current correction) 
●​ Short-term trading opportunities or market timing 
●​ Personal views on Bitcoin fundamentals 
●​ Speculation about price bottoms or targets 
●​ Comparisons to other companies' strategies 

Key Principle: Every communication creates potential litigation risk. During corrections, maintain 
scheduled reporting cadence but avoid reactive commentary that could later be used to suggest panic 
or poor governance. 
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6. Case Study: Strategy's Governance Through 2025 Volatility 

6.1 Strategy Overview (Formerly MicroStrategy) 

Strategy Inc. (NASDAQ: MSTR, recently rebranded from MicroStrategy) has executed the most 
aggressive corporate Bitcoin strategy in history. As of November 17, 2025, the company holds 649,870 
Bitcoins acquired at an aggregate cost of $33.139 billion with an average entry price of $66,384 per 
Bitcoin. 

With Bitcoin currently trading near $87,000, Strategy's position shows an unrealized gain of 
approximately $23.5 billion (71% profit) despite experiencing the full force of both 2025 corrections. 

6.2 Strategy's 2025 Volatility Experience 

Strategy has managed through extreme swings in 2025: 

January-March 2025: The Tariff Shock 

●​ Position value (estimated): ~$70 billion at $109K Bitcoin (January peak) 
●​ Position value (estimated): ~$51 billion at $78K Bitcoin (March low) 
●​ Unrealized loss period: ~$19 billion (-27% from January) 
●​ Action taken: Continued buying more Bitcoin during weakness 
●​ Result: No panic selling, position recovered fully 

August-October 2025: New Highs 

●​ Position value (peak): ~$82 billion at $126K Bitcoin (October 6) 
●​ Unrealized gain from cost: ~$49 billion (149% profit) 
●​ Action taken: Continued scheduled acquisitions, raised additional capital 

October-November 2025: Current Correction 

●​ Position value (current): ~$56 billion at $87K Bitcoin (November 24) 
●​ Unrealized loss from peak: ~$26 billion (-32% from October) 
●​ Unrealized gain from cost: ~$23 billion (71% profit overall) 
●​ Action taken: Continuing strategy, no panic selling 

Stock Impact: 

Strategy's stock (MSTR) has been significantly more volatile than Bitcoin itself, declining approximately 
50% from October 2025 peaks during the current correction. However, despite this volatility: 

●​ No margin calls or forced liquidations 
●​ No debt defaults 
●​ Continued ability to raise capital 
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●​ Maintained operations and business software revenue 

6.3 Strategy's Governance Elements That Enable Volatility Management 

What Strategy Does Right: 

1. Transparent Strategy from Day One 

CEO Michael Saylor publicly announced the Bitcoin strategy in August 2020 with clear rationale: 
"Bitcoin is superior to cash as a treasury reserve asset." The strategy was incorporated into SEC filings, 
discussed on every earnings call, and formed the core of the company's identity. 

Result: No shareholder can claim surprise about volatility. 

2. Board Authorization and Shareholder Support 

●​ Formal board resolutions authorizing Bitcoin purchases 
●​ Shareholder votes approving capital raise methods (convertible notes, equity offerings) 
●​ Regular updates to board on Bitcoin accumulation progress 
●​ Public disclosures of every significant Bitcoin acquisition 

Result: Clear corporate authorization protects against fiduciary duty claims. 

3. Conservative Capital Structure (No Forced Liquidation Risk) 

Strategy raises capital through: 

●​ Equity offerings (ATM programs) 
●​ Convertible senior notes with 0% interest rates 
●​ Long-dated maturities (2027-2031) 
●​ No short-term debt requiring Bitcoin sales 

Critical Point: Strategy never faces margin calls or forced liquidation scenarios. Even if Bitcoin 
declined 75%, no debt covenant would force selling. 

Result: Unlimited time to wait for recovery. 

4. Consistent Communication Through Volatility 

Strategy maintains transparent reporting: 

●​ Announces each Bitcoin purchase via Form 8-K and X (formerly Twitter) 
●​ Reports total holdings quarterly in SEC filings 
●​ Discusses Bitcoin strategy on earnings calls regardless of price direction 
●​ CEO Michael Saylor provides educational content about Bitcoin 
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During the March 2025 correction, Strategy did not panic, apologize, or change messaging. During the 
current October-November correction, the response has been identical: continue the strategy, maintain 
transparency. 

Result: Builds trust that company will not panic-sell during volatility. 

5. Institutional-Grade Custody 

Strategy uses enterprise custody solutions including Coinbase Custody and other qualified custodians 
with: 

●​ Insurance coverage 
●​ Audit verification 
●​ Security protocols 
●​ Regular third-party verification 

Result: Eliminates custody risk and provides comfort to auditors and board. 

6.4 Lessons for Other Corporate Treasurers 

Key Takeaways from Strategy's 2025 Experience: 

1. Transparency Prevents Lawsuits 

When volatility was disclosed repeatedly and clearly, shareholders cannot successfully claim they were 
misled. Strategy's approach demonstrates that being honest about risk upfront provides litigation 
protection later. 

2. Never Panic Sell 

Strategy bought MORE Bitcoin during the March 2025 correction when prices crashed to $78K. Those 
purchases are now profitable. Companies that panic-sold at that low locked in permanent losses while 
Strategy captured upside from $78K to $126K. 

3. Time Horizon is Everything 

Strategy operates with an indefinite hold period — "We're buying the top forever," as CEO Saylor 
states. This mentality eliminates the emotional pressure to sell during corrections. The 4-year minimum 
horizon recommended in this white paper is the corporate treasury equivalent. 

4. Capital Structure Determines Survival 

Strategy's use of long-dated convertible notes (2027-2031 maturities) with 0% interest rates ensures no 
near-term forced selling. Companies considering Bitcoin must ensure their capital structure supports 
multi-year volatility. 

5. Board Alignment is Essential 
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Strategy's entire board supports the Bitcoin strategy. This alignment allows the company to maintain 
conviction during 30% drawdowns. Companies considering Bitcoin must ensure full board buy-in before 
proceeding. 

Most Importantly: Strategy proves that extreme Bitcoin volatility, when properly managed and 
disclosed, does NOT create successful shareholder lawsuits or force strategy abandonment. With 
proper governance, corporations can survive and profit through volatility that would panic less-prepared 
organizations. 

7. Position Sizing and Risk Budgeting 

7.1 The Conservative Allocation Framework 

Recommended Formula for Bitcoin Allocation: 

Maximum Bitcoin Allocation = MINIMUM of: 
   
  (a) 1-3% of Liquid Reserves (initial allocation) 
  (b) Amount that could decline 75% without operational impact 
  (c) Amount not needed for 12+ months of operations 
  (d) Amount that represents <10% of total treasury assets 
 

This formula ensures Bitcoin positions can survive extreme scenarios including worst-case 75% 
drawdowns without forcing liquidation or impacting operations. 

Example Calculation: 

Company Profile: 

●​ Total Cash & Equivalents: $500 million 
●​ Working Capital Requirements: $100 million 
●​ Liquid Reserves Available: $400 million 
●​ Total Treasury Assets: $600 million (includes marketable securities) 
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Maximum Bitcoin Allocation Analysis: 

Constraint Calculation Result 

(a) 1-3% of Liquid Reserves 2% × $400M $8M 

(b) 75% decline acceptable $8M → $2M (can absorb $6M loss) $8M max 

(c) Not needed for 12 months ✓ ($8M << $300M available after working capital) $8M OK 

(d) <10% of total treasury $8M = 1.3% of $600M $8M OK 

Recommended Initial Allocation: $8 million (2% of liquid reserves, 1.6% of total cash) 

This conservative sizing allows the company to: 

●​ Survive 75% Bitcoin decline (worst case: $8M → $2M) 
●​ Maintain full operational capability 
●​ Avoid forced selling pressure 
●​ Keep Bitcoin as modest portfolio component 

7.2 Stress Testing the Current Correction 

How does conservative sizing perform during actual volatility? 

Scenario: Company allocated 2% of reserves at $60,000 in early 2024 

Date Bitcoin 
Price 

Position 
Value 

Allocation 
% 

Unrealized 
P&L 

Status 

Jan 2024 $60,000 $10.0M 2.0% $0 (cost basis) Initial 

Oct 2025 $126,296 $21.0M 4.2% +110% Peak 

Nov 2025 $87,000 $14.5M 2.9% +45% Current 

Stress (50% decline) $43,500 $7.2M 1.4% -27% Manageabl
e 

Worst case (75% 
decline) 

$21,750 $3.6M 0.7% -64% Survivable 
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Key Observations: 

1.​ Even at current corrected levels, position remains profitable (+45% from cost basis) 
2.​ Allocation percentage naturally increases during rally (2% → 4.2% at peak) but remains 

modest 
3.​ Current correction reduces allocation back toward target (4.2% → 2.9%) 
4.​ Even 50% decline from entry would be manageable (1.4% allocation, -27% loss on position) 
5.​ 75% worst-case decline remains survivable (0.7% allocation, position has declined from 

$10M to $3.6M but no operational impact) 

This demonstrates the power of conservative sizing — even extreme scenarios remain 
manageable. 

7.3 Dollar-Cost Averaging vs. Lump Sum During Volatility 

For companies considering NEW Bitcoin allocation during current correction: 

Option 1: Lump Sum Entry at Current Prices 

Advantages: 

●​ Full deployment at ~$87,000 (31% below October peak) 
●​ Simplified execution 
●​ No ongoing decision-making 
●​ Maximum upside capture if recovery begins immediately 

Disadvantages: 

●​ If correction continues to $70K-$80K, significant further unrealized losses 
●​ Higher regret risk if timing proves poor 
●​ More difficult to explain to board ("we bought at $87K and it's now $75K") 

Option 2: Dollar-Cost Averaging (DCA) Over 3-6 Months 

Advantages: 

●​ Smooths entry price across volatile period 
●​ Reduces timing risk and regret 
●​ Demonstrates disciplined, non-speculative approach 
●​ Easier board communication ("systematic plan regardless of price") 
●​ Allows observation of market stability before full commitment 

Disadvantages: 

●​ Reduced upside if immediate recovery 
●​ Ongoing execution required 
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●​ Potential opportunity cost vs. lump sum 

Recommendation for New Adopters During High Volatility: 

Dollar-cost averaging over 3-6 months provides the better risk-adjusted approach during corrections. 
This strategy: 

1.​ Demonstrates discipline and removes appearance of market timing 
2.​ Provides board comfort through systematic approach 
3.​ Allows monitoring of correction severity before full commitment 
4.​ Creates strong documentary record for business judgment rule protection 

Example DCA Plan ($10M Total Allocation): 

Month Deployment Price Range Bitcoin Acquired (approx) 

Month 1 (Nov 2025) $2M $85-90K ~23 BTC 

Month 2 (Dec 2025) $2M [market price] [varies] 

Month 3 (Jan 2026) $2M [market price] [varies] 

Month 4 (Feb 2026) $2M [market price] [varies] 

Month 5 (Mar 2026) $2M [market price] [varies] 

Total: $10M deployed systematically over 5 months 

This approach balances opportunity (participating in current lower prices) with risk management (not 
betting entire position on one entry point). 

7.4 When Bitcoin Positions Should Be Left Unchanged 

The "No-Action Zone" — When to Simply Hold: 

Bitcoin positions should be maintained without changes when: 

✓ Unrealized loss <50% from average entry price​
✓ Current allocation remains within IPS-approved limits​
✓ No operational liquidity needs requiring asset sales​
✓ Strategic rationale for Bitcoin holding remains unchanged​
✓ Time horizon has 2+ years remaining on 4-year minimum​
✓ Company able to wait indefinitely for recovery​
✓ No fundamental change in Bitcoin's value proposition 
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Application to Current Environment: 

For most corporate Bitcoin holders who entered positions in 2024-early 2025 at prices between 
$50K-$80K: 

●​ Current $87K price remains above or near cost basis 
●​ 31% decline from October peak is moderate by Bitcoin standards 
●​ No action required — simply maintain position per original plan 

Critical Principle: Bitcoin positions should be reviewed regularly but changed rarely. Corrections 
are normal; reactive trading is not. 

8. Implementation Checklist 

8.1 For Companies Considering Bitcoin Treasury Adoption NOW (During 
Correction) 

Advantages of Entering During Correction: 

✓ Price 31% below October 2025 all-time high​
✓ Fear & Greed Index at extreme fear (10/100) — historically good entry signal​
✓ Institutional capitulation may indicate near-term bottom​
✓ Demonstrates conviction and anti-herd mentality (entering during fear)​
✓ Can reference March 2025 correction as precedent for recovery 

Phase 1: Analysis and Board Authorization (60-90 days) 

​ [ ] Conduct balance sheet and liquidity stress test analysis 
​ [ ] Determine appropriate allocation size (1-3% of liquid reserves recommended) 
​ [ ] Engage legal counsel for board authority and fiduciary duty review 
​ [ ] Engage tax advisors for accounting treatment analysis (intangible asset, impairment-only) 
​ [ ] Conduct custody provider due diligence (Coinbase Custody, Fidelity Digital Assets, BitGo, 
Anchorage) 

​ [ ] Prepare comprehensive Bitcoin treasury strategy memorandum 
​ [ ] Develop board presentation deck including historical volatility analysis 
​ [ ] Present to audit committee for preliminary review 
​ [ ] Present to full board with explicit discussion of 30-50% correction scenarios 
​ [ ] Obtain formal board resolution authorization 
​ [ ] Amend Investment Policy Statement with Bitcoin-specific provisions 
​ [ ] Draft SEC disclosure language (Form 8-K, risk factors, MD&A) 

Phase 2: Implementation (30-60 days) 
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​ [ ] Establish institutional custody account with selected provider 
​ [ ] Configure security protocols (multi-signature, geographic distribution, insurance) 
​ [ ] Set up accounting systems for Bitcoin tracking (GAAP: intangible asset treatment) 
​ [ ] Determine execution strategy: 

​ [ ] Option A: Dollar-cost average over 3-6 months (recommended during volatility) 
​ [ ] Option B: Lump sum immediate deployment 

​ [ ] Execute initial Bitcoin purchase(s) according to plan 
​ [ ] File Form 8-K within 4 business days if material (>5% of assets) 
​ [ ] Update Form 10-K/10-Q risk factors section 
​ [ ] Prepare internal communication materials (employee FAQ, talking points) 
​ [ ] Establish monitoring and reporting systems 
​ [ ] Schedule first quarterly board review 

Phase 3: Ongoing Governance (Quarterly/Annual) 

​ [ ] Monitor Bitcoin position value daily (custody dashboard) 
​ [ ] Generate monthly risk reports (volatility, drawdown, allocation %) 
​ [ ] Prepare quarterly board reporting package 
​ [ ] Update financial statement disclosures quarterly (10-Q/10-K) 
​ [ ] Conduct annual Bitcoin strategy review with board 
​ [ ] Maintain custodial security procedures (annual penetration testing, insurance renewal) 
​ [ ] Monitor regulatory developments and adjust disclosures accordingly 
​ [ ] Prepare earnings call Q&A on Bitcoin position if material 

8.2 For Companies With Existing Bitcoin Positions (Managing Current 
Drawdown) 

Immediate Actions During 31% Correction: 

​ [ ] Calculate current allocation % relative to IPS limits → Verify compliance 
​ [ ] Assess unrealized gain/loss from cost basis → Most 2024 entrants still profitable 
​ [ ] Confirm no operational liquidity needs requiring asset sales → Verify 
​ [ ] Verify time horizon has 2+ years remaining → Minimum 4-year horizon 
​ [ ] Review Board minutes from original authorization → Recall disclosed volatility risks 
​ [ ] Assess custody security and insurance → No changes needed 
​ [ ] Prepare board update memorandum (see Section 5.1 template) 
​ [ ] Review shareholder disclosure adequacy → Update if needed 
​ [ ] Prepare earnings call Q&A responses → Maintain strategic consistency 
​ [ ] Document internal governance review process → Business judgment rule protection 
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Decision Framework: 

IF position remains appropriate (most common case): 

​ [ ] Communicate "no change" decision to board with supporting rationale 
​ [ ] Maintain normal disclosure and reporting schedule (no over-communication) 
​ [ ] Resist pressure for panic liquidation from vocal stakeholders 
​ [ ] Consider whether to deploy additional capital via DCA (if allocation still below maximum) 
​ [ ] Reaffirm commitment to 4+ year time horizon 
​ [ ] Reference Strategy's experience managing through similar corrections 

IF position requires adjustment (uncommon but possible): 

​ [ ] Identify specific reason for change: 
​ [ ] Business conditions changed (need liquidity for operations/M&A) 
​ [ ] Risk tolerance changed (new debt covenants, different board) 
​ [ ] Position grew too large (allocation exceeds IPS limits after rally) 
​ [ ] Fundamental Bitcoin thesis changed (very rare) 

​ [ ] Develop measured adjustment plan: 
​ [ ] Option A: Reduce via 10-20% quarterly trims (avoid panic selling into weakness) 
​ [ ] Option B: Maintain until price recovers to acceptable level, then reduce 
​ [ ] Option C: Rebalance to target allocation % without full exit 

​ [ ] Update IPS if allocation limits are changing 
​ [ ] Obtain board approval for strategic adjustment (formal resolution required) 
​ [ ] Execute changes gradually over 6-12 months (avoid market impact) 
​ [ ] Update SEC disclosures to reflect strategic change 
​ [ ] Communicate clearly to shareholders (transparency about reasoning) 

Critical Guidance: Avoid selling into panic. If adjustment is truly needed, execute deliberately over 
time, not reactively during peak fear. 
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Appendix A: Board Resolution Template 

CORPORATE RESOLUTION AUTHORIZING BITCOIN TREASURY ALLOCATION 

RESOLVED: 

WHEREAS, the Board of Directors (the "Board") of [Company Name, Inc.] (the "Company") has been 
presented with a proposal to allocate a portion of the Company's treasury reserves to Bitcoin as a 
long-term inflation hedge and alternative reserve asset; 

WHEREAS, the Board has been provided with comprehensive materials describing: (i) the 
characteristics and risks of Bitcoin, including historical volatility and potential drawdowns of 30-80%; (ii) 
the strategic rationale for Bitcoin as a treasury reserve asset; (iii) proposed allocation sizing and risk 
management parameters consistent with conservative treasury practices; and (iv) governance and 
oversight procedures to manage the position; 

WHEREAS, the Board has consulted with [legal counsel firm name], [tax advisor firm name], [custody 
provider names], and [Satoshi Institute, Inc.] regarding the proposed Bitcoin treasury strategy and 
associated risks; 

WHEREAS, the Board has reviewed historical Bitcoin volatility data including the 2021-2022 bear 
market (78% drawdown), the March 2025 correction (28% drawdown), and the current 
October-November 2025 correction (31% drawdown as of date of resolution); 

WHEREAS, the Board recognizes and explicitly acknowledges that Bitcoin is a highly volatile asset and 
that the Company may experience significant unrealized losses of 50% or more on its Bitcoin position 
during normal market corrections, with potential for even larger drawdowns during bear markets; 

WHEREAS, the Board has determined, based on comprehensive analysis and expert consultation, that 
an appropriately sized and governed Bitcoin allocation may serve the Company's long-term interests as 
an inflation hedge, treasury diversification strategy, and non-sovereign reserve asset; 

NOW, THEREFORE, BE IT RESOLVED: 

1. AUTHORIZATION: 

The Board hereby authorizes the Company to allocate up to [X]% of the Company's liquid reserves (as 
of [date]) to Bitcoin, representing approximately $[Y] million at current reserve levels. 

2. INVESTMENT PARAMETERS: 

(a) Position Sizing: Bitcoin allocation shall not exceed [X]% of liquid reserves at time of purchase 
without additional Board authorization. 

(b) Leverage Prohibition: No margin, leverage, borrowing, or derivatives shall be employed in Bitcoin 
positions. All Bitcoin must be purchased with cash. 
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(c) Custody Requirements: All Bitcoin must be held with qualified institutional custodians (Coinbase 
Custody, Fidelity Digital Assets, BitGo, Anchorage Digital, or comparable qualified custodian). 

(d) Time Horizon: Minimum investment horizon of four (4) years. Bitcoin positions shall not be relied 
upon for operational liquidity needs. 

(e) Liquidity Constraint: Bitcoin allocation shall only be made from liquid reserves in excess of 12 
months of projected operating needs. 

3. GOVERNANCE AND OVERSIGHT: 

(a) Authorization: Chief Financial Officer and Treasurer are authorized to execute Bitcoin purchases 
within approved parameters. 

(b) Custody: Institutional custody arrangements with insurance, security protocols, and regular 
verification are required. 

(c) Reporting: Quarterly reporting to Board on position value, allocation percentage, unrealized 
gains/losses, and compliance with IPS limits. 

(d) Annual Review: Bitcoin strategy shall be formally reviewed by Board annually with explicit 
reauthorization or modification. 

(e) Audit Committee: Audit Committee shall maintain oversight of Bitcoin custody, accounting 
treatment, and disclosure practices. 

(f) Escalation: Management shall notify Board if Bitcoin position experiences: 

●​ 25% unrealized loss: CFO notification and status update 
●​ 40% unrealized loss: Board notification memo 
●​ 50% unrealized loss: Board discussion and strategy review 
●​ 60% unrealized loss: Formal risk assessment 

(Note: These are notification triggers for governance oversight, not automatic sell triggers.) 

4. DISCLOSURE AND TRANSPARENCY: 

(a) SEC Filings: Material Bitcoin allocation (>5% of assets) shall be disclosed via Form 8-K filing within 
required timeframe. 

(b) Risk Factors: Risk factors section in Form 10-K/10-Q filings shall be updated to prominently 
disclose Bitcoin volatility risk with specific historical examples. 

(c) Financial Statements: Bitcoin holdings shall be reported at fair value on balance sheet with 
unrealized gains/losses disclosed per GAAP requirements (current treatment: intangible asset subject 
to impairment). 
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(d) Earnings Communications: Bitcoin strategy and position shall be discussed transparently on 
earnings calls and in MD&A sections. 

(e) Investor Relations: Consistent disclosure framework shall be maintained across all shareholder 
communications. 

5. INVESTMENT POLICY STATEMENT: 

The Company's Investment Policy Statement is hereby amended to include Bitcoin allocation provisions 
as attached in Exhibit A, incorporating the parameters and restrictions outlined in this Resolution. 

6. RISK ACKNOWLEDGMENT: 

The Board explicitly acknowledges and accepts the following risks associated with Bitcoin treasury 
allocation: 

(a) Price Volatility: Bitcoin may experience price declines of 30-50% during bull market corrections and 
70-80% during bear markets based on historical precedent. 

(b) Timing Uncertainty: The timing and duration of corrections are unpredictable; the Company may 
experience prolonged periods of unrealized losses. 

(c) Regulatory Risk: Changes in laws or regulations could adversely affect ability to hold, sell, or 
realize value from Bitcoin. 

(d) Technology Risk: Bitcoin's underlying technology could experience failures, security breaches, or 
become obsolete (though 16-year operational history suggests resilience). 

(e) Custody Risk: Despite institutional-grade custody, risks of loss through security breach or custody 
provider failure exist. 

(f) Accounting Treatment: Current GAAP treatment (intangible asset, impairment-only) results in 
recognition of unrealized losses but not unrealized gains, creating earnings volatility. 

The Board has determined that these risks, while significant, are manageable through conservative 
position sizing, proper governance, long-term time horizon, and institutional custody — and that the 
potential benefits as an inflation hedge and treasury diversification strategy warrant measured Bitcoin 
allocation. 

7. BUSINESS JUDGMENT PROTECTION: 

This Resolution is adopted following thorough deliberation, consultation with multiple expert advisors, 
comprehensive risk analysis, and with the good-faith belief that Bitcoin treasury allocation serves the 
long-term interests of the Company and its shareholders. 

The Board acknowledges that Bitcoin price volatility may result in shareholder criticism or short-term 
stock price impact, but believes that proper disclosure of risks, conservative sizing, and adherence to 
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established governance framework protects the Company and its directors under the business 
judgment rule. 

RESOLVED FURTHER, that the officers of the Company are hereby authorized and directed to take 
any and all actions necessary or appropriate to implement this Resolution, including but not limited to: 

●​ Execution of custody agreements 
●​ Purchase of Bitcoin within authorized parameters 
●​ Filing of required SEC disclosures 
●​ Amendment of Investment Policy Statement 
●​ Establishment of accounting and reporting systems 
●​ Engagement of external advisors as needed 

ADOPTED by the Board of Directors on [Date]. 

ATTESTATION: 

____________________________________ 

[Secretary Name], Corporate Secretary 

VOTES: 

Directors in favor: [Names]​
Directors opposed: [Names, if any]​
Directors abstaining: [Names, if any] 

[Attach to minutes: Materials provided to Board, including Bitcoin strategy memorandum, historical 
volatility analysis, allocation sizing models, legal opinion, tax opinion, and custody due diligence.] 
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Appendix B: Risk Disclosure Language 

Sample Form 10-K/10-Q Risk Factor Language 

RISKS RELATED TO BITCOIN TREASURY HOLDINGS 

Bitcoin Treasury Allocation and Associated Volatility Risks 

We have allocated a portion of our treasury reserves to Bitcoin as a long-term inflation hedge and 
alternative reserve asset. As of [date], we hold approximately [X] Bitcoin with a fair market value of 
approximately $[Y] million, representing approximately [Z]% of our total assets and [A]% of our liquid 
reserves. 

Bitcoin is an extremely volatile asset. The market price of Bitcoin has historically experienced 
significant and rapid fluctuations. Our Bitcoin position may experience substantial unrealized or realized 
losses. For example: 

●​ In 2021-2022, Bitcoin declined approximately 78% from its peak of $69,000 to a trough near 
$15,500 

●​ In March 2025, Bitcoin declined approximately 28% from $109,000 to $78,523 in a matter of 
days 

●​ In October-November 2025, Bitcoin declined approximately 31% from its all-time high of 
$126,296 to approximately $87,000 

●​ Historical analysis shows that Bitcoin has experienced corrections of 30-50% multiple times 
during bull market cycles, with larger drawdowns of 70-84% occurring during bear markets 

Our Bitcoin position has experienced [unrealized gain/loss of $X million or Y%] as of [quarter end date]. 
There can be no assurance that Bitcoin's value will appreciate or that we will realize any gains on this 
investment. Significant further declines are possible and could materially harm our financial condition 
and results of operations. 

Specific risks associated with our Bitcoin holdings include: 

Price Volatility Risk. Bitcoin's price may decline significantly for extended periods. We may be unable 
to liquidate our position at acceptable prices or may incur substantial losses if forced to sell during a 
period of price weakness. Based on historical precedent, Bitcoin could decline 50% or more from 
current levels. 

Regulatory Risk. Changes in laws or regulations regarding Bitcoin could materially affect our ability to 
hold, sell, or realize value from Bitcoin. Potential adverse regulatory developments include: 

●​ Prohibition or restriction on institutional ownership of Bitcoin 
●​ Imposition of transaction taxes or capital controls 
●​ Enhanced compliance requirements increasing costs 
●​ Prohibition of Bitcoin custody or exchange services 
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While we monitor regulatory developments closely, the regulatory environment for Bitcoin remains 
uncertain and subject to rapid change. 

Custody and Security Risk. Although we utilize institutional-grade custody providers [names] with 
insurance coverage and security protocols, risk of loss exists through: 

●​ Security breaches or hacking incidents 
●​ Custody provider failure or bankruptcy 
●​ Loss or theft of private keys 
●​ Operational failures or human error 

Any loss of Bitcoin through custody failure would likely be permanent and unrecoverable, resulting in 
immediate and total loss of the affected Bitcoin. 

Liquidity Risk. During periods of market stress, we may be unable to sell Bitcoin at acceptable prices 
or in sufficient quantities to meet our needs. Bitcoin markets, while large, are less liquid than traditional 
financial markets. Large sales can have disproportionate price impact. 

If we require liquidity for operations, strategic transactions, or debt service and Bitcoin prices have 
declined significantly, we may be forced to realize substantial losses or may be unable to liquidate 
positions in time to meet our obligations. 

Accounting Treatment Risk. Under current U.S. Generally Accepted Accounting Principles (GAAP), 
Bitcoin is treated as an indefinite-lived intangible asset subject to impairment testing. This means: 

●​ Unrealized losses must be recognized immediately in earnings when Bitcoin's price declines 
below our cost basis 

●​ Unrealized gains are NOT recognized until Bitcoin is sold 
●​ This creates asymmetric accounting that may cause significant earnings volatility 

Any decline in Bitcoin's price below our cost basis requires immediate impairment charge, negatively 
impacting our reported financial results even if we have no intention to sell and even if the decline 
proves temporary. 

Correlation with Risk Assets. Bitcoin has exhibited increasing correlation with risk assets including 
technology stocks and growth equities. During periods of broad market stress (rising interest rates, 
recession fears, liquidity crises), Bitcoin may decline simultaneously with other risk assets, reducing its 
diversification benefit. 

Technology and Obsolescence Risk. Bitcoin's underlying blockchain technology could experience 
technical failures, security vulnerabilities, or become obsolete due to: 

●​ Discovery of cryptographic weaknesses 
●​ Emergence of superior alternative technologies 
●​ Network consensus failures or chain splits 
●​ Successful attacks on the Bitcoin network (e.g., 51% attacks) 
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While Bitcoin has operated successfully for 16 years and has demonstrated resilience, technological 
risks persist and could result in partial or total loss of value. 

No Guarantee of Continued Acceptance. Bitcoin may fail to gain broader institutional or consumer 
acceptance as a store of value, medium of exchange, or treasury asset. Declining acceptance could 
result in permanent value impairment. 

Market Manipulation Risk. Bitcoin markets may be subject to manipulation by large holders 
("whales"), coordinated trading schemes, or fraud. While market infrastructure has matured significantly 
with institutional participation and regulated ETFs, manipulation risks persist. 

Concentration Risk. Our Bitcoin holdings represent [X]% of our total assets and [Y]% of our liquid 
reserves. This concentration exposes us to Bitcoin-specific risks that could materially harm our financial 
condition if Bitcoin experiences sustained price declines. 

Impact on Stock Price and Market Perception. Our Bitcoin treasury strategy may: 

●​ Increase volatility in our stock price as it becomes correlated with Bitcoin price movements 
●​ Attract investors focused on Bitcoin exposure rather than our core business 
●​ Subject us to increased shareholder activism or criticism during Bitcoin price declines 
●​ Complicate valuation analysis and reduce institutional investment interest 

These factors may negatively impact our stock price and ability to raise capital even if our core 
operating business performs well. 

Time Horizon and Liquidity Constraints. We adopted our Bitcoin treasury strategy with a minimum 
4-year investment horizon. We do not rely on Bitcoin holdings for operational liquidity needs. However, 
unforeseen circumstances could require us to liquidate Bitcoin positions during periods of price 
weakness, potentially resulting in substantial realized losses. 

No Guarantee of Recovery from Drawdowns. While Bitcoin has historically recovered from major 
corrections over multi-year periods, past performance does not guarantee future results. It is possible 
that Bitcoin could enter a permanent decline and never recover to previous price levels. 

Risk Management and Governance. We have implemented governance frameworks designed to 
manage Bitcoin volatility risk, including: 

●​ Conservative position sizing (limited to [X]% of liquid reserves) 
●​ Institutional-grade custody with qualified custodians 
●​ Board oversight and quarterly reporting 
●​ Long-term time horizon (minimum 4 years) 
●​ Regular compliance monitoring and risk assessment 

However, no risk management framework can eliminate the risks described above. Significant 
unrealized or realized losses remain possible despite our governance procedures. 
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We may experience substantial unrealized or realized losses on our Bitcoin position, which 
could materially harm our financial condition, results of operations, and stock price. 

 

Sample Form 8-K Disclosure (Initial Material Bitcoin Purchase) 

Item 8.01 Other Events 

Bitcoin Treasury Allocation 

On [Date], [Company Name, Inc.] (the "Company") completed its initial purchase of Bitcoin as part of its 
treasury reserve diversification strategy. The Company purchased approximately [X] Bitcoin for 
approximately $[Y] million at an average price of approximately $[Z] per Bitcoin, representing 
approximately [A]% of the Company's liquid reserves as of [prior quarter end date]. 

The Company's Board of Directors authorized this Bitcoin treasury allocation on [Date] following 
comprehensive review and consultation with legal counsel, tax advisors, custody providers, and 
external treasury consultants. The Board approved allocation of up to [B]% of liquid reserves to Bitcoin 
as a long-term inflation hedge and alternative reserve asset. 

Strategic Rationale 

The Company views Bitcoin as a treasury reserve asset that may provide: 

●​ Inflation protection through fixed supply (21 million maximum coins) 
●​ Non-sovereign reserve diversification 
●​ Potential appreciation over multi-year investment horizon 
●​ Hedge against monetary debasement 

The Company has adopted a minimum 4-year investment horizon for its Bitcoin position and does not 
rely on these assets for operational liquidity needs. 

Risk Factors 

Bitcoin is a highly volatile asset with substantial risks. The Company's Bitcoin position may experience 
significant price declines. Historical data shows Bitcoin has experienced: 

●​ Multiple corrections of 30-50% during bull market cycles 
●​ Bear market drawdowns of 70-80% from peak to trough 
●​ The current market environment (November 2025) includes a 31% correction from Bitcoin's 

October all-time high 

The Company's Bitcoin holdings are subject to numerous risks including price volatility, regulatory 
uncertainty, custody risk, liquidity risk, and technology risk. The Company has implemented governance 
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frameworks including institutional custody [provider names], conservative position sizing, Board 
oversight, and long-term investment horizon to manage these risks. 

Under current GAAP accounting treatment, Bitcoin is classified as an intangible asset subject to 
impairment. Unrealized losses must be recognized immediately in earnings while unrealized gains are 
not recognized until sale. This creates potential for significant earnings volatility. 

Governance and Disclosure 

The Company has adopted an Investment Policy Statement amendment governing Bitcoin allocation 
with the following parameters: 

●​ Maximum allocation: [X]% of liquid reserves 
●​ Institutional custody requirement 
●​ Minimum 4-year investment horizon 
●​ Quarterly Board reporting 
●​ Annual strategy review and reauthorization 

The Company will report Bitcoin holdings at fair value in its consolidated financial statements. Quarterly 
reporting will include total Bitcoin holdings, average cost basis, current market value, and unrealized 
gains or losses. 

The Company has updated its risk factors disclosure in its periodic reports to address risks associated 
with Bitcoin holdings. 

Forward-Looking Statements 

This Current Report on Form 8-K contains forward-looking statements regarding the Company's Bitcoin 
treasury strategy. The Company's actual results may differ materially due to Bitcoin price volatility and 
the numerous risks described above. The Company undertakes no obligation to update these 
statements except as required by law. 

Contact: 

[Investor Relations Contact Information] 
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"cumulatively processed record redemptions worth $3.55 billion this month." 

Historical Bitcoin Volatility and Drawdowns 
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from peaks above 100% in 2017-2020 to approximately 55-60% as of 2025" and "Bitcoin's volatility 
remains elevated at 3.6 and 5.1 times that of gold and global equities." 
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USD per bitcoin with a total cost of $33.139 billion USD." 
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documenting continued Bitcoin purchases during corrections including March 2025 crash and current 
November 2025 correction. No evidence of panic selling despite 30%+ drawdowns. 
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shareholder derivative lawsuit specifically challenging corporate Bitcoin treasury strategies of Strategy, 
Tesla, Block, or other adopters despite extreme volatility. 
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[13] Institutional capitulation analysis: CoinDesk Markets (Nov 24, 2025), "BTC's price slide has pushed 
most ETF holders underwater, as the weighted-average entry price for holders is above $90K" per 
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[14] Market sentiment and recovery analysis: YouHodler Chief of Markets quoted in CryptoNews (Nov 
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expectations for potential further downside. 
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IMPORTANT DISCLAIMERS 

Not Investment, Legal, or Financial Advice: This white paper is provided for educational and 
informational purposes only. It does not constitute investment advice, legal advice, tax advice, 
accounting advice, or recommendations regarding whether any company should adopt Bitcoin as a 
treasury asset. Companies considering Bitcoin treasury strategies must consult with qualified 
professional advisors including legal counsel, tax advisors, auditors, and financial advisors before 
making any decisions. 

No Guarantee of Results: Past performance of Bitcoin or any corporate Bitcoin treasury strategy does 
not guarantee future results. Bitcoin may experience sustained price declines, including declines of 
50% or more, and may never recover to previous price levels. Companies that adopt Bitcoin treasury 
strategies may experience permanent capital losses. 

Forward-Looking Statements: This document contains forward-looking statements about Bitcoin 
market cycles, potential recoveries, and expected behaviors based on historical patterns. Actual results 
may differ materially. The cryptocurrency market is unpredictable and subject to numerous risks 
including regulatory changes, technological failures, market manipulation, and macroeconomic factors 
beyond any company's control. 

No Attorney-Client or Advisory Relationship: Receipt of this white paper does not create any 
advisory, consulting, or professional services relationship between Satoshi Institute, Inc. and the reader. 
Companies must engage qualified advisors directly for their specific situations. 

Regulatory Uncertainty: The regulatory environment for Bitcoin and cryptocurrency assets remains 
uncertain and is subject to rapid change. Future regulatory developments could materially affect the 
viability of corporate Bitcoin treasury strategies. 

Independent Analysis Required: Each company's situation is unique. Allocation percentages, time 
horizons, and governance frameworks discussed in this white paper are illustrative examples and may 
not be appropriate for all organizations. Independent analysis of company-specific circumstances is 
required. 
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About Satoshi Institute Inc. 

Satoshi Institute, Inc. provides corporate treasury education, consulting, and risk management 
frameworks for companies considering or implementing Bitcoin treasury strategies. Our services 
include: 

●​ Corporate treasury strategy analysis and consultation 
●​ Board education and presentation support 
●​ Investment Policy Statement development 
●​ Governance framework implementation and review 
●​ Risk management system design 
●​ Shareholder communication strategy 
●​ Custody provider evaluation and due diligence 
●​ Ongoing monitoring and reporting system setup 

Contact: 

●​ Website: SatoshiInstitute.com 
●​ Email: info@satoshiinstitute.com 

Document Version: 1.0​
Publication Date: November 25, 2025​
Last Updated: November 25, 2025 

 

© 2025 Satoshi Institute, Inc. All rights reserved. 

This document may be shared and distributed freely for educational purposes. Commercial use or 
modification requires written permission from Satoshi Institute, Inc. 

END OF WHITE PAPER 
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CORPORATE COUNSEL ADDENDUM 

 



 

CORPORATE COUNSEL ADDENDUM 
Supplemental Legal, Accounting, and Regulatory Guidance for Corporate Bitcoin Treasury 
Adoption 

Prepared for: Board of Directors and General Counsel​
Prepared by: Corporate Counsel​
Date: November 2025 

Purpose of Addendum 
This addendum supplements the Bitcoin Treasury Risk Management Framework and is intended to: 

●​ Strengthen fiduciary duty protections under Delaware corporate law 
●​ Clarify accounting and disclosure requirements under US GAAP 
●​ Establish regulatory monitoring and escalation protocols 
●​ Mitigate activist shareholder litigation risk 
●​ Document contingency planning for custody and operational failure scenarios 
●​ Provide guidance on impairment modeling and earnings impact communication 

This document should be appended to: 

●​ Board authorization resolutions 
●​ Investment Policy Statement amendments 
●​ Audit Committee oversight materials 
●​ Risk disclosure memoranda 

Section 1. Fiduciary Duty Reinforcement 
Core Legal Position 

The Board’s decision to adopt a Bitcoin treasury strategy will be evaluated under the Business 
Judgment Rule, provided that: 

1.​ The Board acted on an informed basis 
2.​ The decision was made in good faith 
3.​ There were no conflicts of interest 
4.​ Proper process and documentation exist​
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To reinforce protection, the following language should be added to Board minutes: 

"The Board acknowledges that Bitcoin volatility is expected and has reviewed scenarios 
involving 30-80% price declines. The Board has determined that the allocation size, 
liquidity position, and governance controls mitigate the risk of forced liquidation or 
operational impairment." 

Counsel Recommendation 

Boards should avoid statements implying: 

●​ price expectations 
●​ certainty of recovery 
●​ intent to trade around market movements 

Such statements can be used to allege: 

●​ speculative intent 
●​ inadequate risk assessment 
●​ deviation from approved strategy 

Section 2. Accounting Treatment and 
Impairment Modeling 
GAAP Treatment Clarification 

Bitcoin is classified as an indefinite-lived intangible asset under US GAAP. The consequences: 

●​ Unrealized losses below the cost basis must be recorded immediately 
●​ Unrealized gains cannot be recognized until sale 
●​ Subsequent recoveries cannot reverse impairment 

This asymmetry can materially impact reported earnings. 

Required Audit Committee Action 

Audit Committee should adopt a policy requiring: 

●​ Quarterly impairment testing 
●​ Written documentation of the lowest observable price 
●​ Auditor validation of custody verification 
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Earnings Communication Guidance 

Suggested earnings call language: 

"Impairment recognition reflects accounting treatment rather than operational impact. The 
impairment charge does not reflect management's long-term view nor the current market 
price of Bitcoin." 

Impairment Sensitivity Example 

Company Entry Cost Basis: $80,000​
Quarter Low: $70,000​
Quarter End Price: $90,000 

Reported Result: 

●​ $10,000 per BTC impairment charge 
●​ No recognition of $20,000 unrealized recovery 

Section 3. Regulatory Risk Monitoring 
Protocol 
Regulatory Domains to Monitor 

Corporate Counsel should track developments in: 

●​ SEC treatment of digital asset custody 
●​ CFTC jurisdiction claims 
●​ Banking regulations affecting custody providers 
●​ IRS guidance on corporate holdings 
●​ International restrictions on corporate ownership or transfer 

Escalation Triggers 

Legal review required if: 

●​ The custody provider becomes subject to an enforcement action 
●​ Jurisdiction introduces holding restrictions 
●​ accounting classification changes 
●​ ETFs receive materially different regulatory treatment 
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Section 4. Custody Failure and Operational 
Contingency Planning 
Required Board-Level Document 

Boards must adopt a Bitcoin Custody Continuity Plan, including: 

●​ Secondary custodian onboarding readiness 
●​ Multi-signature authority mapping 
●​ Key personnel redundancy 
●​ Insurance coverage review schedule 

Contingency Event Protocol 

If custody failure occurs: 

1.​ Immediate legal and auditor notification 
2.​ Trading freeze on any remaining digital assets 
3.​ Engagement of forensic recovery specialists 
4.​ Disclosure evaluation under Reg FD and Item 8-K 

Section 5. Activist Shareholder and Litigation 
Defense Strategy 
Litigation Risk Sources 

Activist claims typically allege: 

●​ lack of informed decision-making 
●​ inadequate disclosure 
●​ harm to shareholder value 
●​ deviation from the core business purpose 

Defense Position Strengtheners 

Counsel should ensure: 

●​ documented expert consultations 
●​ stress test analysis 
●​ board deliberation records 
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●​ disclosure consistency 

Language to Avoid Publicly 

Avoid statements implying: 

●​ Bitcoin is "safe" or "guaranteed." 
●​ expected price targets 
●​ short-term performance reliance 

These statements create evidentiary vulnerabilities. 

Section 6. Hedging Policy Clarification 
Most corporate risk committees expect to see a hedging discussion. Even if hedging is rejected, the 
rejection must be documented to satisfy the duty of care. 

Recommended language: 

"Management evaluated hedging strategies including options and futures. Due to cost, 
liquidity, and accounting complexity, the Board determined that hedging is not consistent 
with the long-term reserve objective." 

Section 7. Liquidity and Runway Assurance 
Boards should adopt a liquidity covenant: 

"No Bitcoin disposition shall occur unless required to maintain twelve months of operational 
liquidity." 

This covenant is a powerful litigation shield. 

Section 8. Required Counsel Deliverables 
Checklist 
Corporate Counsel should prepare and retain: 

​ Legal opinion on authority to adopt Bitcoin strategy 
​Board minutes reflecting informed decision-making 
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​Regulatory monitoring log 
​Custody due diligence files 
​ Impairment testing documentation 
​Disclosure control mapping 
​Activist risk briefing 

Section 9. Addendum Conclusion 
This Corporate Counsel Addendum materially strengthens: 

●​ fiduciary protection 
●​ disclosure adequacy 
●​ litigation defensibility 
●​ regulatory preparedness 
●​ auditor alignment 

Boards adopting Bitcoin should attach this document to the formal adoption package and maintain it 
within their governance record. 
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Corporate Bitcoin Treasury 

 



 

Corporate Bitcoin Treasury. Board Risk Matrix 
Risk Category Description Likelihood Severity Primary 

Controls 
Escalation 

Trigger 
Board Oversight 
Responsibility 

Documentation 
Required 

Price Volatility Bitcoin may 
decline 30 to 
80 percent for 
extended 
periods 

High Moderate 
to High 

Conservative 
allocation sizing. 
No leverage. 4 
year minimum 
hold. Stress 
testing 

40 percent 
unrealized loss 
or 10 percent 
of liquid 
reserves 
breached 

Quarterly review 
of allocation and 
liquidity 
sufficiency 

IPS amendment. 
Board minutes. 
Stress test 
memos 

Liquidity Risk Company may 
need cash 
during 
drawdown and 
be forced to 
sell at a loss 

Low to 
Moderate 

High Maintain 12 
month 
operational 
liquidity buffer. 
Bitcoin excluded 
from working 
capital 

CFO 
certification 
that liquidity 
runway < 9 
months 

Audit Committee 
confirms 
compliance with 
liquidity covenant 

Treasury liquidity 
report. Cash flow 
forecast 

Accounting 
Impact 

Impairment 
charges 
recognized 
during 
temporary 
declines, 
reducing 
earnings 

High Moderate Quarterly 
impairment 
testing. Earnings 
call messaging. 
Analyst prep 

First 
impairment 
materially 
affecting EPS 
guidance 

Audit Committee 
and external 
auditor 
coordination 

Impairment 
testing 
workpapers. 
Disclosure 
language 
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Regulatory 
Change 

New 
restrictions on 
custody, 
reporting, 
taxation, or 
corporate 
ownership 

Moderate High Regulatory 
monitoring 
program. 
Counsel review 
annually 

Proposed rule 
materially 
affecting 
custody or 
holding 

Full Board briefing 
within 30 days 

Regulatory 
update log. Legal 
memos 

Custody 
Failure 

Loss or 
inaccessible 
Bitcoin due to 
custodian 
breach or 
operational 
failure 

Low High Qualified 
custodians. 
Insurance. 
Multi-sig. 
Secondary 
custodian 
readiness 

Custodian 
enforcement 
action or 
cybersecurity 
incident 

Risk Committee 
reviews custody 
resiliency 

Custody due 
diligence file. 
SOC reports 

Cybersecurity Internal 
compromise of 
treasury wallet 
access or 
credentials 

Low High Segregation of 
signing authority. 
Hardware 
security modules. 
Internal 
penetration 
testing 

Attempted 
unauthorized 
access or 
insider alert 

CISO and CIO 
quarterly reporting 

Access control 
audit. Key 
management 
policy 
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Reputation and 
Investor 
Relations 

Perceived 
misalignment 
with company 
strategy or 
shareholder 
expectations 

Moderate Moderate Pre-adoption 
shareholder 
messaging. Clear 
strategic 
rationale. 
Earnings call 
consistency 

Analyst 
downgrade 
citing Bitcoin 
position 

CEO and IR team 
communications 
strategy 

Shareholder Q&A 
document. 
Messaging 
framework 

Activist 
Shareholder 
Litigation 

Claim alleging 
breach of 
fiduciary duty 
due to volatility 
or losses 

Low High Thorough board 
deliberation 
record. Expert 
consultation. 
Transparent 
disclosures 

Activist 
accumulates 
position or 
issues open 
letter 

General Counsel 
prepares defense 
brief 

Board minutes. 
Expert 
consultation 
records 

Capital 
Structure 
Interaction 

Bitcoin 
position affects 
borrowing 
capacity or 
credit rating 

Low Moderate Explicit 
separation of 
operating liquidity 
and Bitcoin 
reserves. No 
collateralization 

Lender 
inquiries or 
covenant 
tightening 

CFO and Audit 
Committee 
assessment 

Treasury 
financing policy. 
Bank 
correspondence 

Strategic Drift Bitcoin 
position 
becomes a 
distraction 
from the core 
business focus 

Moderate Low to 
Moderate 

Communication 
discipline. 
Strategy 
reaffirmed 
annually 

Internal 
pressure to 
trade. 
Opportunistic 
flip mentality 

Annual board 
reauthorization 
vote 

Strategy 
reaffirmation 
minutes 
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How Boards Should Use This Matrix 
1.​ Attach it to the original approval resolution.​

 It proves informed decision-making occurred at the time of adoption. 
2.​ Review it quarterly during earnings season.​

 Because volatility conversations often arise then. 
3.​ Update severity and likelihood annually.​

 Regulators and markets may shift. 
4.​ Assign owners, not spectators.​

 Every risk category should have a designated executive. 
5.​ Store it with board minutes.​

 It becomes powerful evidence under the business judgment rule protections.​
 

Why This Matrix Strengthens Litigation Defense 
●​ It shows Bitcoin adoption was a risk-informed decision, not speculative behavior. 
●​ It demonstrates proportional and documented safeguards. 
●​ It signals that oversight was ongoing, structured, and deliberate. 
●​ It turns volatility into a managed enterprise risk rather than a surprise event. 

Courts do not punish losses. They punish a lack of process. This matrix is processed in table form. 
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ACTIVIST DEFENSE BRIEF 

 



 

ACTIVIST DEFENSE BRIEF 
Bitcoin Treasury Strategy. Governance. Rationale. Shareholder Protection. 

Purpose of Document:​
 Equip the Board and leadership team with a preemptive defense against activist claims that may argue 
the Bitcoin position is speculative, irresponsible, value-destructive, or outside the company’s core 
mandate. 

1. Strategic Intent. Not Speculation 
●​ Allocation sized at 1 to 5 percent of liquid reserves 
●​ No leverage, derivatives, borrowing, or collateralized exposure 
●​ Bitcoin is excluded from operating liquidity and working capital 
●​ Adopted as a long-term reserve asset, not a trading position 

This establishes deliberate capital stewardship rather than opportunistic risk-taking. 

2. Documented, Informed Board Process 
●​ Strategy authorized through formal Board resolution 
●​ Directors received materials outlining volatility ranges, market history, custody, accounting, and 

legal considerations 
●​ Stress tests presented, including 50 to 75 percent drawdown scenarios 
●​ Consultation obtained from legal counsel, tax advisors, auditors, and custody providers 

Boards are protected when decisions reflect informed judgment, even if market outcomes fluctuate. 

3. Shareholder Transparency and Disclosure Discipline 
●​ Strategy publicly disclosed prior to or at implementation 
●​ Risk factors and accounting treatment included in corporate reporting 
●​ Bitcoin position reported consistently in earnings communications 
●​ No forward price targets, speculative statements, or promotional messaging 

Transparency neutralizes claims of concealment, misrepresentation, or surprise risk transfer. 
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4. Strong Governance and Risk Controls 
●​ Four year minimum time horizon 
●​ Quarterly oversight by the Board or its designated committee 
●​ Institutional grade custody, insurance, and internal controls 
●​ Minimum 12-month liquidity runway independent of Bitcoin holdings 
●​ No forced liquidation triggers 

Governance converts volatility from a threat into a managed business variable. 

5. Alignment With Fiduciary Duty 
●​ Decision rationale grounded in treasury diversification, inflation protection, and long-term 

resilience. 
●​ No executive compensation tied to Bitcoin price movements 
●​ No related party conflicts or self-dealing 

Boards are judged on the decision-making process, not price outcomes. 

6. Litigation and Activist Resilience 
If challenged, the company can demonstrate: 

1.​ The Board understood the risks and adopted mitigation measures 
2.​ Shareholders were fully informed before investment 
3.​ The allocation is immaterial to solvency or operating capacity 
4.​ The strategy remains within previously disclosed parameters 
5.​ No breach of duty of care, loyalty, or good faith 

Activist objections become philosophical disagreements, not viable legal claims. 

7. Communication Principles for Executives and Directors 
Use consistently: 

●​ “We sized the allocation to survive extreme volatility.” 
●​ “Volatility was disclosed, anticipated, and governe.d” 
●​ “The Board remains aligned and informe.d” 
●​ “Bitcoin does not impact customer commitments, hiring, operations, or growth strategy.” 

Avoid: 

●​ Price predictions 
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●​ Emotional framing 
●​ Apologies for the disclosed and expected volatility 

Consistency signals conviction and preparedness. 

8. Sunset and Exit Optionality 
●​ Annual Board reauthorization ensures strategy does not drift 
●​ Position may be reduced or exited gradually if liquidity needs or strategic priorities change 

Optionality reinforces stewardship, not rigidity. 

Closing Defense Statement 

This strategy is not a gamble. It is a measured, governed, transparent, board-authorized treasury 
allocation executed within conservative risk parameters. Shareholders may disagree with the asset 
class. However, they cannot credibly argue that the Board acted without diligence, process, or fiduciary 
care. 
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