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A smart-contract auditor who certifies code as free of critical vulnerabilities, and
whose report is published to attract users, is in the position of any professional who
makes a statement knowing that a class of persons will rely on it. Singapore applies
the Hedley Byrne principle through the Spandeck framework and asks whether the
auditor assumed responsibility to the claimant and whether the claimant's reliance
was reasonable.! Audit reports invariably contain disclaimers stating that they are
provided to the protocol alone, that they do not guarantee the absence of bugs and
that no third party may rely on them. Such disclaimers are effective to negate
assumption of responsibility to users unless the auditor's conduct contradicts them,
for example by allowing its name and badge to be displayed on the protocol's
interface as a mark of safety. Oracle providers who feed prices into lending protocols
face the same analysis, with the added difficulty that a manipulated price may have

been caused by a third party's market activity and the oracle merely reported it.
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Notes

1. Hedley Byrne & Co Ltd v Heller & Partners Ltd [1964] AC 465 (HL), applied in
Singapore through Spandeck [2007] SGCA 37 at [81]-[83]. <

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Law and regulation change frequently, so the content may be incomplete or outdated.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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(SingaporelQ.com). Reproduction in full and any commercial use require prior written consent. The
Legal Terms at https://singaporeiq.com/legal-terms apply.
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