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In an omnibus model the custodian holds all client tokens in one or a few addresses
that it controls. Client entitlements exist only in the custodian's internal ledger,
which records that client A is owed 2 BTC and client B is owed 0.5 BTC out of the
1,000 BTC in the custodian's hot and cold wallets. The chain shows one holder.
Every large exchange operates this way, because moving tokens between internal
accounts costs nothing when it is a database update and costs a network fee when it

is a chain transaction.

The omnibus model has one legal virtue and one legal defect. The virtue is
operational: netting, instant internal transfers, cheaper key management, easier
security. The defect is that the client's entitlement is a book entry against the
custodian. If the custodian fails, the client can recover her tokens in kind only if the
applicable insolvency law lets her trace her share out of the pool. Swiss law does so
expressly since 1 August 2021. Art. 242a DEBA allows the bankruptcy administrator
to release crypto-based assets to a client if the custodian held them "collectively for
several clients" and the client's share is "readily attributable" from the custodian's
records.' Singapore has no equivalent statute. Whether an omnibus customer is a

beneficiary under a trust or an unsecured creditor depends on the terms of service
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and on the general law of trusts, including the requirement of certainty of subject
matter, which Part J, Chapter II analyses through the Singapore and Hong Kong

case law.

The practical test the Swiss provision imposes is whether the custodian's books are
good enough. "Readily attributable" means the administrator can, from the records
as kept, determine each client's share without reconstruction. A custodian whose
internal ledger is complete, reconciled daily against the chain and shows a one-to-
one match between client claims and chain holdings will pass. A custodian who has
lent out part of the pool, run a shortfall or kept records that need forensic
accounting to interpret will fail, and its clients fall into the general estate. The
collapse of FlowBank in June 2024 tested the mechanism in a bank context and

showed that the quality of records at the moment of failure is decisive.?

Zug perspective

A founder setting up a Zug custodian can obtain insolvency protection for its clients
without a banking licence, provided the custody is pure safekeeping with no right to
use the assets and the records meet the Art. 242a standard. The custody agreement
should state that the custodian holds the tokens for the client at all times, that the
client's share is determined from the internal ledger, and that the custodian may not
lend, stake or rehypothecate without a separate written instruction. The moment
the agreement grants the custodian a right to use the tokens, the arrangement
becomes a deposit and the Banking Act applies. FINMA Guidance 01/2026 on the
custody of crypto-based assets has, since early 2026, set out FINMA's expectations
for how supervised custodians document and reconcile client holdings. Its content
should be read alongside this chapter.

Notes

1. Debt Enforcement and Bankruptcy Act, SR 281.1, Art. 242a para. 2 lit. b,
inserted by the DLT Act of 25 September 2020. Part D, Chapter IV examines

what "readily attributable" requires in practice. <
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2. FINMA, media release of 13 June 2024 on the withdrawal of FlowBank SA's
licence and the opening of bankruptcy proceedings. The lessons for custody
are developed in Part D, Chapter IV and Part H, Chapter VII. «

Disclaimer

This article is provided for general information only. It is based on publicly available sources as at its
date of publication. These sources have not been independently verified against licences, regulatory
registers or the records of the entities concerned. It is not legal, tax, financial or investment advice.
Nor is it a recommendation to invest in, transact with or use the services of any entity mentioned.
Law and regulation change frequently, so the content may be incomplete or outdated. To the fullest
extent permitted by law, Dr Alexander Ressos and the publisher of SingaporelQ exclude all liability
for loss or damage arising from the use of or reliance on this article. Readers should obtain advice on
their specific circumstances before acting or refraining from action.

Names and trademarks of the entities discussed belong to their owners and are used for identification
only. Their mention implies no endorsement, affiliation or allegation of wrongdoing. All Singapore
law advice is provided by a duly licensed and regulated firm of Singapore advocates and solicitors
only on the basis of an express written letter of engagement. Corrections and updates:
contact@ressos.com.
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