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A Quistclose trust arises where money or other property is transferred for a
specified purpose on terms that it is not at the free disposal of the recipient. If the
purpose fails, the property is held on resulting trust for the transferor.1 The doctrine
has three applications in digital-asset practice. The first is the token sale. Where
purchasers pay stablecoins into an issuer's wallet for the purpose of funding a
specified development and the issuer undertakes to apply the funds only to that
purpose, a Quistclose trust may arise if the development is abandoned. The second is
the launch escrow, where funds are held by a third party pending the satisfaction of
listing or soft-cap conditions. The third is the pre-funding of market-making
arrangements, where tokens and stablecoins are placed with a market maker for the
purpose of providing liquidity on specified venues.

The doctrine is a double-edged tool. An issuer who wishes to use sale proceeds
freely should avoid language that restricts their application. A purchaser who wants
protection should insist on it. In my practice the question most often arises after a
failed launch, when purchasers discover that the "treasury" was spent on salaries and
marketing. If the white paper and the sale terms said that proceeds would be used
"for the development of the protocol" without more, the Quistclose argument is
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weak. Such words describe a general commercial intention and do not withdraw the
funds from the recipient's free disposal. If the terms required segregation and release
on milestones, the argument is strong.

Example
A Singapore private company sells 10 million utility tokens for 2 million USDC
under terms stating that the proceeds "shall be held in a designated multi-signature
wallet and released only against the completion of the development milestones in
Schedule 2". The company abandons the project after spending 300,000 USDC on
approved milestone work. On these terms the remaining 1.7 million USDC is
arguably held on Quistclose trust for the purchasers pro rata, because the terms
removed the funds from the company's free disposal and tied them to a purpose that
has now failed. The purchasers can claim the balance in priority to the company's
unsecured creditors. If the terms had said only that proceeds "will be used to build
the protocol", the purchasers would have a contractual damages claim and nothing
more.

Notes

Barclays Bank Ltd v Quistclose Investments Ltd [1970] AC 567 (HL). Twinsectra
Ltd v Yardley [2002] UKHL 12 at [68]–[103] (Lord Millett). ↩

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 SingaporeIQ 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.
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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.

©  2026  Dr  Alexander  Ressos.  This  article  may  be  quoted  with  attribution  to  SingaporeIQ
(SingaporeIQ.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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