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In the last few months, more than US$600 
million has been raised by way of initial coin 

offerings for a variety of startup ideas utilizing 
Blockchain technology. ICOs are extremely 
popular in the digital currency space because 
they fulfill one of the fundamental promises 
of Bitcoin – they allow startups to receive 
investments via the Blockchain from anywhere 
in the world in a decentralized manner, 
without the intervention of third party financial 
institutions. In terms of Blockchain applications, 
it’s as pure as it gets for those of us in the 
digital currency space. Better still, ICOs are 
egalitarian – they equal the playing field for 
startups. You can be rich or poor, a banker or a 
farmer, a man or a woman, in Canada or Nigeria 
– and with nothing more than a computer, a 
good business idea and with an ICO, you have 
an equal opportunity of securing investment 
for a startup. That this is revolutionary and 
transformative is an understatement. ICOs also 
play an important but not much discussed role 
in helping to mitigate two critical global issues 
– financial inclusion for businesses that are 
denied financing and financial services, and 
growing wealth disparity. 

But some ICOs are laden with legal risks. Some 
ICOs are the issuance of securities and are 
launched in violation of securities law. In other 
cases, investor funds are solicited and taken 
with little to no disclosure to investors of the 
risks; often the ICO is not incorporated in any 
jurisdiction, exposing its officers and directors 
to unnecessary personal liability; and next to 
no attention is paid to financial crime concerns 
of an ICO and in fact, there is practically no 
such thing as “know your investor” in the 
context of an ICO. All of these legal risks can 
be resolved with sound legal advice, good 
corporate governance and transparency.

The purpose of this white paper on ICOs is to 
provide a brief description of ICOs, together 
with some of the risks associated with ICOs 
and guidance on participating in an ICO in a 
way that protects the investor, the public and 
the global financial system. Our aim is to start 
the much-needed dialogue on the law with 
respect to ICOs, so that we can all ensure that 
the benefits of ICOs that will change the world 
and make it a better place, can be fulfilled. 

This white paper is published by Duhaime 
Law, the Digital Finance Institute and DFI 

Consulting. Duhaime Law is a specialized 
law firm for financial crime, AI, gambling and 
Blockchain transactional work. The Digital 
Finance Institute is a global think tank for 
financial services technology with a mandate 
to address financial inclusion, women in tech 
and AI and to support responsible innovation. 
DFI Consulting is the consulting arm of the DFI. 

Contact Christine Duhaime
christine@duhaimelaw.com 
for questions or comments.
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HOW TO LAUNCH AN ICO

The Right Way

ICOs in a Nutshell

The term – initial coin offering (“ICO”) – is a play on the phrase IPO, an initial public offering where shares of a company issued from its 
treasury are made available for sale to the public for the first time.  In contrast, an ICO involves the issuance of a new digital currency or a 

token issued by an ICO organization in exchange for the receipt of investment funds from the public.  ICOs are structured in a legal person (a 
corporation, trust, society or foundation) or in natural persons, meaning that the ICO is undertaken by individuals, rather than by a corporation. 
The distinction is that liability is limited in a corporation. There is no limited liability protection for executives that launch an ICO outside of a 
corporate structure.  Like an IPO, the tokens or digital currencies offered for sale are sold to the public solely to raise capital. The ICO raises 
capital for various purposes, such as to launch a new bank or to provide other Blockchain-related services.  A handful of ICOs raise capital 
for purposes that may be legally problematic in some countries, such as online gambling services in countries where gambling is regulated or 
prohibited. Most ICOs are raising capital at the pre-startup phase, meaning that they are launching as a startup and are raising capital to start 
a startup. The ICO investor acquires an amount of the startup’s digital currency or token, which gives the investor resale rights in respect of that 
digital currency or token and other rights which vary from project to project and which may include rights to future profits.  The tokens are made 
available on a digital currency exchange where they can immediately be publicly traded.  Some ICO teams have never run a corporation before. 
ICOs are very exciting because never before in history has so much money gone into so many projects purely on the basis of a startup idea from 
strangers halfway around the world. Without question, ICOs have revolutionized startup finance by breaking down existing barriers.



ABOUT ICOs

How Does an ICO Work?Why ICOs are Popular

ICOs are popular for a variety of reasons. First, 
they cater to the desire of all entrepreneurs to 

raise money for a business idea without being 
decimated by the costs of capital raising, 
without giving up equity, and without being 
burdened by lengthy approval processes that 
are part of the capital raising process.  Second, 
ICOs are egalitarian – anyone can do an ICO, 
whereas typical capital raising structures have 
barriers to entry that disadvantage middle 
class entrepreneurs.  Third, ICOs are quick – a 
startup can raise capital in seconds and start 
developing tech immediately thereafter.  It 
means that innovation can move forward at a 
natural pace in sync with demand.  Fourth, as a 
matter of pure greed and capitalism, people are 
clamouring to buy into ICOs to make money.

An ICO begins with a startup idea that 
is usually described in a white paper.  

The white paper explains the concept, the 
team and the ICO rights and obligations.  In 
addition to a white paper, the ICO team will 
create a website and a Twitter account to 
promote the ICO.  Some ICOs are structured 
as a corporation.  Others are structured as a 
foundation.  Some have no corporate structure 
at all and make warranties to form a corporate 
structure if an ICO is successful.

  One of the riskiest aspects of an ICO is in 
respect of its corporate structure, or lack 
thereof.  Many ICOs set up as foundations but 
directors of a foundation have greater fiduciary 
responsibility than directors of a corporation 
and thus more exposure to liability. A foundation 
is also constrained in that it can only pursue 
the activities that are set out in its constitution, 
unlike a corporation.  Depending upon its 
nexus to non-profit status, a foundation is 
also restrained in respect of payments to its 
directors and even more so when it comes to 
the use of its income, funds or investments for 
directors.  A few ICO foundations pay investors 
back a portion of the profits that are earned, 
which may be inconsistent with the purposes of 
a foundation. There are ICOs that are launched 
that have no corporate structure – in that case, 
the people behind it carry unlimited liability 
in respect of the ICO and its subsequent 
activities. It is not advisable to launch an ICO 
outside of a corporation. 

To buy into an ICO, a person needs to set up or 
use and fund a digital currency wallet and then 
to send that digital currency to the ICO’s wallet 
address, completing a financial transaction to 
invest funds.

The way it works is that the investor buys 
a digital currency, such as Bitcoin, on an 
exchange, and then uses that digital currency 
to buy into the ICO, sending his or her funds 
to a digital currency wallet address set up by 
the ICO to receive funds. If the capital raising 
target is not met, the ICO team may return the 
digital currency to investors. What the ICO is 
selling is a digital currency or tokens with an 
assigned value by the ICO team.

Typically, fundraising lasts a few weeks.  Some 
ICOs will raise as much capital as the market 
can bear, while others will cap the total capital 
raised. Often a percentage of investor funds 
raised pre-closing are spent by the ICO for 
promotion of the ICO before the subscription 
for tokens is over.  It is unclear what happens 
to investor funds if the ICO is unsuccessful and 
does not close but subscription funds were 
spent pre-closing on promotion.

“Tiering”, a term which refers to giving early 
investors a financial advantage to investing 
in an ICO, is a key characteristic of some 
ICOs. For example, in Ethereum’s initial ICO, 
early investors received 2,000 Ether for 1 
Bitcoin; later investors received 1,337 Ether 
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for 1 Bitcoin.  Tiering is often done by creating 
limited investment opportunities that are time-
bound (where the best price is available early) 
or amount-bound (where, for example, the 
best price is available for the first 2,000 Bitcoin 
invested). In other words, the subscription 
price per token increases with the passage of 
time.

Another practice which is unusual in ICOs 
is that some ICOs give lucrative bonuses to 
finders or promoters, payable in tokens, for 
promoting the ICO on websites, on social 
media or by writing articles about the ICO 
without disclosing to the investing public 
that the content is an advertisement and that 
the promoter is receiving a finder’s fee for 
successful investments.

After the ICO fundraising is closed and the 
project is funded, the ICO team then creates 
and lists the new digital currency, token or units 
on a digital currency exchange. The tokens are 
created in one of two ways:  as a token of an 
entirely new Blockchain; or as a token on top 
of an existing Blockchain (e.g., a token held 
in a smart contract on Ethereum).  The value 
of each unit, or token, is arbitrarily determined 
by the ICO team.  Subsequently, the price of 
tokens is determined by market supply and 
demand in the digital currency space.

There are no hold periods for investors 
associated with ICOs – they are immediately 

liquid, capable of trading in the public market 
to other persons.  Recently, some ICOs have 
started to consider hold periods on pre-
mined tokens given to insiders. One of the 
legal issues that arises is the fact that all of 
the investors are on-boarded at a new digital 
currency exchange by operation of the ICO, 
which manages the process like an escrow 
agent in the securities law realm. Technically, 
they are on-boarded by a third party (the 
ICO) to a digital currency exchange without 
industry on-boarding practices occurring.  We 
anticipate that to the extent there is regulatory 
action of ICOs, it will likely be focused on this 
practice and pressure will likely come from the 
Financial Action Task Force for governments 
to regulate ICO on-boarding, consistent with 
global financial crime practices to protect the 
financial system.

HOW TO LAUNCH AN ICO



NAME

FileCoin Blockchain data storage 60 minutes 252,000,000

230,000,000

153,000,000

150,000,000

83,000,000

35,000,000

30,000,000

24,000,000

18,000,000

17,000,000

14,000,000

7,200,000

4,100,000

13 days

3 hours

25 days

48 hours

30 seconds

7 days

7 days

45 days

3 days

45 minutes

3 days

24 days

Create a new Blockchain

Autonomous corporate 
investment vehicle

Digital currency payment 
platform

New browser for 
advertising

Cloud storage

Smart contract platform

New Blockchain

Insurance services on 
the Blockchain 

VPN reselling services

Medical data stored on 
Blockchain

Blockchain to resist 
quantum computers

Unclear

Tezos

Bancor

The DAO

TenX

Brave

Storj

Aeternity

Ethereum

InsureX

Mysterium

Patientory

Quantum 
Resistant Ledger

STARTUP IDEA TIME TO RAISE FUNDS AMOUNT RAISED (US$)
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NAME

FileCoin Blockchain data storage US

US

Gibraltar

Estonia

Switzerland

Luxembourg

Czech Republic

Denmark

Singapore

Switzerland

125 million

33,605,167

70 million

N/A

1 billion

51 billion

94 million

100 million

32,433,366

150 million

52 million 53 million

13,004,342

40%

12 million

30 million

285.65

0.26

1.87

N/A

0.45

26.9 billion

9.4 million

36.7 million

N/A

23.6 millionUnknown

N/A

500 million

20-05%

N/A

187 million

103 million

200 million

Unknown

10 million

20 million

79,323,978

184 million

100 million

100 million

20 million

2,071,013

20%

30%

30%

95 million

10 million

93.5 million

20%

500,000

173.50

3.82

2.57

0.18

2.81

0.30

4.20

0.69

0.17

2.41

0.30

1.22

0.19

1.38

191 million

14.4 million

105 million

28.6 million

244 million

1.7 million

439 million

1 million

54 million

81 million

21 million

30%

30%

14%

5%

1.30

1.19

Unknown

NoneUnknown

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

No

Unknown

Unknown

BVI/Sweden/
Slovenia

Estonia

US

US

UK

Switzerland

Switzerland

BVI

Liechtenstein

Cayman Islands

Create a new Blockchain

Prediction markets & 
online gambling

A new bank

Online gambling

Mobile banking for 
underbanked

Funds  management 
platform

Point-of-sale system

Payments

Crowd sale solutions

Distributed  organizations 
platform

Medical data stored on 
Blockchain

Smart contract platform

New browser for 
advertising

Cloud storage

New Blockchain

Insurance services on 
the Blockchain  

VPN reselling Services

Fantasy football

Blockchain to resist 
quantum computers

Unclear

Tezos

Gnosis

Bancor

Humaniq

Iconomi

BlockPay

Polybius

iDice

Cofound.it

TenX

Aragon

Patientory

Aeternity

Brave

Storj

InsureX

Mysterium

FootballCoin

Quantum 
Resistant 
Ledger

Ethereum

STARTUP IDEA INCORPORATED JURISDICTION TOTAL 
ISSUANCE

COINS KEPT BY
INSIDERS/ENTITY

TOKEN PRICE
AS AT 08/15/17 (US$)

MARKET CAP
AS AT 08/15/17

ICO Market Capitalization

  (1)The number of tokens pre-mined or kept by insiders is not transparent in all cases; this list was compiled by various third party websites and may not be accurate.



Rights Attached to Tokens Issued by ICO

During an ICO, the company or its team sells units, tokens or a digital currency with certain rights attached.  Most ICOs do not have share 
rights, participation rights or other rights that normally attach to investments in a corporation that involves equity. The DAO, however, was 

structured to give investors certain shareholder-like rights, including voting and profit sharing.  iDice’s ICO also has rights similar to shareholder 
rights that normally arise with offering securities for sale.  For example, the iDice white paper described that investors will earn an equal share of 
all profits earned by the enterprise. In the Gnosis ICO white paper, it states that it intends, among other things, to provide services akin to The 
DAO, which gave subscribers voting and profit rights. Polybius is another example of an ICO whose token holders acquire the right to corporate 
profits with the purchase of its tokens in an amount of 20% annually. 

Many ICOs go to great lengths to inform investors in white papers that by subscribing for tokens they are waiving all of their legal rights and 
remedies in any country in the world that may arise for any cause of action in law or in equity, including basic rights to pursue legal remedies in 
respect of the ICO itself.  Such terms are not binding on investors and do not offer any protection to the ICO. In fact, they are harmful to the ICO 
because a Court would take a dim view of attempts to deny investors the legal rights they have under national laws and international investment 
treaties.  An ICO cannot contract out of the rule of law. 
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Insiders

Disclosure of Information 
& Risks

Many ICOs involve a pre-mine.  Pre-mining 
has two meanings but in this context, 

we refer to the issuing for free of tokens to 
insiders (founders, directors or employees), 
except without disclosure of the identity of the 
insiders, or of the fact that they are insiders.  
Tokens held by insiders are liquid without 
transparency in respect of their subsequent 
trades.  Issues of insider control may arise with 
insiders holding large amounts of tokens that 
can influence the market.

Unlike in the public markets, there are a 
limited number of websites that provide 

neutral information on ICOs.  Moreover, there 
tends to be an absence of disclosure on part 
of the ICOs regarding the project’s details and 
use of the investment proceeds. A company 
planning to conduct an ICO will typically 
start by announcing it on a forum. A typical 
announcement will include key information 
about the startup, the release of a white paper, 
timelines for its development, the team involved 
and their experience.

Because anyone can create or invest in an ICO 
in just a few steps, disclosure is particularly 
important because not all investors are 
sophisticated and very few have Blockchain 
knowledge.  As noted previously, some 
companies conduct their ICOs without a 

white paper and others prepare white papers 
with only a brief description of the proposed 
startup business.  Without certain basic 
information, it is difficult for investors to make 
informed decisions.  The investing public has 
no reliable way to gather information about 
ICOs, how they plan to allocate funds raised, 
or the development status of the projects in 
which they invest.

Very few ICOs disclose material risk factors 
associated with an ICO for the investing 
public.  Disclosing material risks assists 
investors as well as the ICO and shields the 
ICO team from potential liability.  Some 
ICOs avoid disclosure of material risk factors 
because they view it as a matter of securities 
law. However, disclosure obligations also arise 
under consumer protection law and anti-trust 
law in all jurisdictions that an ICO is offered 
for sale. The failure of some ICOs to disclosure 
material risks of an ICO pursuant to consumer 
protection and anti-trust law is of concern. 

HOW TO LAUNCH AN ICO



Securities Law Issues

In July 2017, the US Securities and Exchange 
Commission (“SEC”) took a position on ICOs, 

by determining that ICOs are subject to US 
federal securities law to the extent they involve 
the issuance of securities.  The SEC looked at 
The DAO, which although jurisdictionless on 
paper, had its operating mind in Canada. The 
SEC determined that The DAO involved the 
issuance of securities under US law, which 
means it either took investments from US 
persons or solicited US persons. As a result, 
issuers of Blockchain-based securities, as well 
as those trading in them, must register offers 
and sales of tokens in an ICO with the SEC to the 
extent they involve the issuance of securities to 
US persons unless an exemption applies. The 
purpose of the registration provisions of US 
federal securities law, among other things, is to 
ensure investors are sold investments pursuant 
to which disclosure has been provided and 
that there is regulatory scrutiny for investor 
protection.  ICOs that trigger securities law will 
need to become incorporated first, and offer 
the sale of tokens with a full and fair disclosure 
and a prospectus, that includes company 
financial position, a description of the intended 
use of proceeds, the identity and background 
information of management and the price and 
amount of tokens to be offered, as well as other 
information on the startup idea and market 
factors that affect the business, and risk factors 
associated with the startup.

In order to avoid registration with the SEC or 
other securities regulatory bodies, many ICOs 

adopt language in a white paper that states 
they are not issuing securities and that their 
capital-raising activities constitute a crowdsale 
or a donation.  However, it is not the words 
used in a white paper that determine whether 
an ICO is an issuance of securities.  What 
matters is the nature of the ICO, the crafting of 
the ICO rights, capital raising, distribution and 
investor expectations.

The test as to whether the sale of tokens in an 
ICO invokes the sale of securities varies from 
country to country.  In the US, the test is a 
common law test and relevant factors include, 
among other things, whether a person invests 
his or her money in a common enterprise and 
expects profits from the efforts of the promoter 
or third party; if insiders control significant 
amounts of the currency; and if all token holders 
receive the same return (e.g., 20% profits).  In 
Canada, whether an ICO is an issuance of 
securities is a matter of statute and thus there 
is more certainty and ability to predict how an 
ICO will be received in advance by regulators.

ICOs concerned that an ICO is a distribution 
of securities can consult with a securities 
exchange or commission and, if required, 
register to issue the ICO tokens to the public. 
This is an expensive choice which negates one 
of the main benefits of an ICO.  Another option 
is to rely on available exempt distributions. This 
limits the investment pool to high net wealth 
individuals who qualify as accredited investors, 
but allows capital to be raised without the 

costs related to issuing a prospectus.
  
ICOs often block investors from jurisdictions 
where the ICO may trigger securities law 
requirements from participating in the ICO 
by creating a condition of sale that requires 
investors to represent that they are not 
a resident of an ineligible jurisdiction, or 
purchasing tokens on behalf of someone from 
an ineligible jurisdiction. The ICO will often 
also block IP addresses from an ineligible 
jurisdiction.  It has become common for ICOs 
to prohibit Americans from investing.  Some 
ICOs accept investments from persons in the 
US but not US citizens or US residents.  Other 
ICOs accept US legal persons as investors, 
but not US natural persons.  Securities law 
does not distinguish between legal and natural 
persons, and legal persons owned or controlled 
by a US person are caught regardless of where 
incorporated or doing business. A company in 
Canada, Switzerland or the Cayman Islands, for 
example, whose shares are materially owned or 
beneficially controlled by a US person is still a 
US person for securities law purposes.

It is possible to legally structure an ICO 
to not trigger securities law in the relevant 
jurisdictions in which it is being sold to investors 
by designing the elements with particular 
attention paid to incorporation, the capital 
raising, the rights attached to tokens and by 
structuring the resultant tokens properly when 
title passes to token holders.
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Other Risks of ICOs

ICOs carry certain unique risks arising from the 
fact that they involve digital currencies.  For 

example, if a private wallet key is lost by an 
investor, there is no way to recover the funds 
invested, resulting in the unjust enrichment of 
the parties who received funds.  ICOs are also 
subject to cybercrime risks.  In July 2017, over 
US$10 million of Ether was stolen in a hacking 
attack during an ICO by CoinDash, a startup 
in Israel. Although the details are unclear, 
what appears to have occurred is that a hacker 
replaced CoinDash’s Ethereum wallet address 
on its website, with his or her own Ethereum 
wallet address so that they were credited with 
the investor funds.  In less than 5 minutes, 
approximately US$7.4 million was diverted to 
someone else.  CoinDash halted its ICO. The 
CoinDash cyberattack was not the first of its 
kind in the ICO space.  In June 2016, US$76 
million in investor funds was diverted from The 
DAO.  

ICOs also have risks associated with financial 
crime that arise from the fact that they are 
conducted in the absence of normal onboarding 
practices.  There seems to be no such thing 
as “know your ICO investor” in the ICO space.  
ICOs tend to lack an understanding of financial 
crime law or of their obligations as gatekeepers 
of financial services when they conduct 
financial transactions, which poses risks to the 
enterprise.  

HOW TO LAUNCH AN ICO
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The Right Way to Capitalize on an ICO

Whether a person is an investor or launching 
an ICO, the way to capitalize on the hot 

ICO market is to participate in an ICO that 
covers all the legal bases in the sense that it is 
legally compliant, and protects all participants 
from future potential liability. An ICO that 
exposes participants to liability unnecessarily, 
is a risky investment with an uncertain future. 

Incorporation
While an ICO can be undertaken by natural 
persons (i.e., individuals), conducting an ICO in 
a corporate structure will typically afford more 
liability protection. Different types of corporate 
structures have different advantages and 
disadvantages. Corporations, for example, have, 
limited liability. Shareholders of a corporation 
are not generally, as shareholders, liable for any 
liability, act or default of the corporation. This 
means that the corporation’s creditors have no 
claim on their assets. By contrast, when an ICO 
is not incorporated, there is no such protection 
for its founders. Another benefit of incorporation 
is that corporations have perpetual existence, 
which allows for continuity. An ICO that is 
operated outside of a corporate structure has 

no perpetual existence. More importantly, 
corporations have transferable share interests 
so that shareholders can enter and exit without 
disrupting the business and have significant 
tax advantages. 

Popular destinations for ICO incorporation 
include Canada, Switzerland, Singapore, Hong 
Kong, the Cayman Islands and BVI. There are 
benefits and drawbacks with each jurisdiction. 
For example, while the Cayman Islands and 
BVI are popular, ICOs should generally avoid 
so-called tax havens. Some jurisdictions, such 
as Singapore, provide uncertainty because 
their position on ICOs and on FinTech shifts 
frequently. Many of the ICOs attached to 
Switzerland issue white papers that purport to 
contract out of the rule of law and that is of 
concern because no financial institution will do 
business with a startup that believes the law 
doesn’t apply to it. 

ICOs should carefully research what jurisdiction 
is the most favourable for its particular 
startup. It is worth noting that incorporating 
in one jurisdiction does not necessarily 
limit a corporation’s liability in another. For 

example, even if a business incorporates and 
is headquartered in Switzerland, it may still be 
liable under US law if it issues tokens to US 
persons. Investors in ICOs should look to the 
country of incorporation and ensure that they 
are investing in an ICO in a jurisdiction where 
his or her legal rights can be enforced. 

HOW TO LAUNCH AN ICO
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White Paper

An ICOs white paper explains the startup 
concept, the team and the ICO rights and 

obligations. While not all ICOs issue a white 
paper and some ICOs may include only a small 
white paper, generally, the white paper is a key 
element of an ICO and can make or break an 
investor’s interest in the business. 

A white paper should include a detailed 
description of the technology or concept 
underlying the project, as well as how it will be 
used; a detailed description of the business and 
its corporate structure; the team assembled for 
the project; what the objectives of both the ICO 
and the project are; a development roadmap, 
a detailed description of how the ICO will be 
run and how to join; how the tokens will be 
structured (e.g. whether or not it will provide 
ownership rights, a conversion schedule, the 
token architecture and other relevant features); 

the plan after the ICO is completed; what 
happens if the ICO is unsuccessful; the use of 
proceeds and financial projections; and risk 
factors.
 
A good rule of thumb is to consider the white 
paper as if it is a prospectus and in addition 
to the above, to provide full, frank and plain 
disclosure of all material facts relating to 
the ICO, as well as the material risks of the 
business and the ICO. At a bare minimum, a 
white paper should include financial disclosure 
and non-financial disclosure including financial 
information, material risk factors, description of 
the business, use of proceeds, description of 
the tokens distributed, capitalization, options 
to purchase the securities, prior sales (if any), 
principal and selling token holders, material 
relationships, material contracts, experts, rights 
of withdrawal and rescission and marketing 

materials, as well as information on the ICO 
team and management.

To summarize, ICOs should ensure that white 
papers are well-written and disclose all 
relevant factors, including material risk factors, 
to attract and protect investors, as well as limit 
the liability of the business itself.

Experienced Team

Just as with any successful business, the 
chances of an ICO’s success depend upon 

whether it has a competent and qualified 
team. While there is no set formula for the 
composition of an ICO team, it should ideally 
have people who are not new to the space and 
have some expertise to provide that is material 
for the company as a whole. 

An ICO business should surround itself with a 
well-qualified team in order to inspire investor 
confidence. Apart from hiring a qualified team, 
an ICO may also be judged by the company it 
keeps. For example, there have been instances 
of ICOs turning out to be fraudulent schemes. 
Common sense dictates that investors will not 
be particularly compelled by an ICO that is 

associated with team members who are not 
at the top of their respective fields. An ICO 
that surrounds itself with competent team 
members and advisors in the space, is likely to 
find a smoother road to success and raise more 
capital.  



HOW TO BECOME AN ICO MILLIONAIRE.

Regulators

As discussed previously, regulators, 
particularly in securities law, are taking 

increased notice of ICOs. In some cases, such 
as with the SEC, regulators are warning that 
ICOs that involve securities are subject to 
securities law. Where a regulator has issued a 
warning, the onus shifts to the ICO business to 
ensure that it is compliant with the applicable 
regulatory regime. This will require legal 

advice (e.g., to determine whether the token 
to be issued is a securities and if so, what the 
registration, prospectus and other obligations 
are) and consultation with relevant securities 
and financial regulators in the operating 
jurisdictions in order to determine which areas 
of law are triggered by an ICO and how to 
comply with the law. 

Several jurisdictions including the UK, 
Canada and Singapore implemented a limited 
securities–related sandbox model that allows 
startups to develop and scale their businesses 
with relaxed but supervised financial regulation 
in order to protect both consumers and the 
financial system. 

Financial Crime

Although ICOs involve financial transactions, 
ICO businesses are oddly completely 

unaware of their obligations in respect of 
financial crime, or of any financial regulatory 
legislation. With respect to financial crime, the 
lack of adherence to financial crime law  puts 
the ICOs at a higher risk of financial crime 
susceptibility, particularly with respect to money 

laundering and in more extreme cases, terrorist 
financing and sanctions avoidance. They are 
also at risk of other financial crimes such as tax 
evasion and the movement of money to avoid 
capital controls. The founders and material 
persons involved in ICOs that ignore financial 
crime law place the financial system at risk and 
are exposed to potential liability for failures 

to comply in respect of financial transactions 
they facilitate, the result of which is they put 
their whole business at risk and the funds 
investors have placed with them. Investors in 
ICOs and ICO entrepreneurs should look at 
the implications and requirements of financial 
crime law and ensure that this area of the law 
is addressed by ICOs. 



Duhaime Law
885 West Georgia St., Suite 1500
Vancouver, BC, Canada   V6C 3E8
(604) 601-2046

www.duhaimelaw.com
christine@duhaimelaw.com


