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How it Works: 
The TrustToken 
Platform

The TrustToken Platform

A set of legal and technical standards to toke-
nize assets. For example, converting gold to 
GoldToken or dollars to DollarToken.

Uses of TrustToken (TRU)  
on the TrustToken Platform

An incentive model to enable the trusted  
trade of assets worldwide 
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The TrustToken Standards for 
Asset Tokenization

01

TrustToken Staking

The core incentive layer to ensure trustworthy  
issuance of asset tokens. 

Regulatory Layer (On-Chain Compliance)

On-chain identity and accreditation whitelists that 
enable smart contracts to enforce purchaser require-
ments specific to each asset class and jurisdiction. 

Blockchain Layer (Smart Contract)

Smart contracts track which public keys hold asset 
tokens and encode governance, voting rights, and 
payment schedules. 

API (TrustProtocol)

The TrustProtocol facilitates standard communication 
between token holders and fiduciaries. 

Asset Management (Fiduciary)

The fiduciary acts on behalf of the token holders, who 
are the beneficial owners of the assets held in the trust 
or escrow accounts.

Legal Entity (Trust / Escrow) 

The trust or escrow agent holds legal title of the asset, 
and the trust or escrow account functions like an SPV in 
traditional securitization, allowing issuers to transfer the 
beneficial rights of ownership to a group of investors. 

Physical World (Assets)

The legal entity can hold currencies, commodities,  
and assets.
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The Keys to Asset Tokenization02

The TrustToken platform provides three key features to enable asset tokenization: 

1. Rights for token holders:  
 Tokens act as “shares” in the underlying asset, giving  
 token holders legally enforceable rights 

2. Compliance:  
 Ensure that security tokens are bought and sold in compliance  
 with regulatory and statutory laws

3. Asset Verification:  
 The ability to tell that an asset token is truly backed by an  
 underlying asset

1. Legal Ownership: Token holders have rights to  
dividends and appreciation value 

In order to legitimately tokenize real-world assets, it is important to establish owner-
ship that’s recognized by both blockchains and legal-financial authorities. Other-
wise, there is no recognized legal connection between the underlying asset and its 
tokens, and the tokens may not be worth anything.
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The Keys to Asset Tokenization How It Works / Q&A

The TrustToken Platform uses legal entities to appoint the beneficial ownership and 
control of assets to tokens holders of a particular smart contract on a blockchain. 
The fiduciaries of a legal entity (such as trustees or escrow agents) are obligated to 
distribute the funds, income, or revenues from an asset among the trust’s beneficial 
owners, who are the token holders. This alleviates centralized counterparty risk: the 
management of the TrustToken Platform’s funds and assets is distributed among a 
network of independent third-party fiduciaries.

2. Compliance: Collaboration with Financial Regulators

Smart contracts that issue tokens can help enforce financial law. For example, they 
can ensure that buyers are accredited investors or are citizens of certain countries. 
The TrustToken Platform will work with legal-financial authorities and application 
creators to help ensure legal compliance.

For example, here is a KYC/AML approved whitelist for public key addresses that 
complete identity verification through the TrueUSD application.

3. Asset Verification: How to know the quality of asset 
tokens before you buy them

In a world where it’s easy to issue tokens, there may be a lot of ‘gold tokens’ with no 
gold backing the tokens. Buyers will not know which asset tokens to trust around 
the world and tokenizers won’t be able to sell an asset without a signal of trust. 

The network creates opportunities for users to commit TrustTokens as collateral to 
verify the authenticity of the assets, in exchange for a fee. This staked collateral is 
analogous to providing insurance. 

https://etherscan.io/address/0xf2ec422d6eeb805eff207b1e358947cbd73b129d#events
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TrustTokens: on-chain 
collateral for trusted trade of 
assets worldwide

03

The TrustToken Platform enables the trusted trade of asset tokens through  
staking: a money-backed verification of each token’s underlying value. 

To understand the need for staking, imagine that you are an international business-
person who wants to purchase shares in a tokenized New York apartment building. 
However, you do not speak English and cannot evaluate the American real estate 
company that is issuing the token. You may still want to understand the risk profile 
of this real estate token, if the asset turns out to be fraudulent. How can you make 
an informed assessment of this asset token’s quality? 

When deciding whether to buy an asset token, prospective investors need a way to verify 
the quality of the underlying asset
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TrustTokens: on-chain collateral for trusted 
trade of assets worldwide

How It Works / Q&A

Here’s how staking addresses the trust problem: 

Staking functions like a money-backed review system for the underlying  
assets. TrustToken stakers perform services to verify the each asset, and  
provide a money-backed testament to their rating of its quality. They provide 
money-backed testaments to their quality ratings by locking up TrustTokens 
(TRU) as collateral on-chain. 

Any asset token holder can verify the presence of this staked collateral on the asset 
token’s smart contract. The collateral shifts the counterparty risk from off-chain busi-
nesses to on-chain staking systems.

In exchange for providing this third-party verification service, the stakers receive fees. 
Depending on the type of asset, they might physically inspect the asset, assess the 
company that is selling the asset tokens, or hire a third-party professional inspec-
tor to assess the asset. Most traditional assets (such as art or real estate) have 
established industries to contract out this type of inspection service. As more asset 
tokens are created, there may be more demand for TrustTokens to stake on them.

 

Stakers put up TrustTokens as collateral on the asset
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TrustTokens: on-chain collateral for trusted 
trade of assets worldwide

How It Works / Q&A

In a future where assets are digitized and the barriers to the global trade of assets 
are reduced, TrustToken staking will serve as the global standard for an asset 

token’s trustworthiness and underlying value– despite jurisdictional, language, 
and legal differences.  

Investors can see the collateral backing each asset and buy asset tokens with confidence

TrustTokens enable the trusted trade of asset tokens worldwide
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Reputation with money on the line 

On the internet, most buying decisions are made based on reputation and reviews. 
Yelp stars and Amazon reviews help consumers to know which restaurants, sellers, 
and products to trust. 

 

The tokenization and online trade of real-world assets presents a difficult problem: 
people are often purchasing digital representations of an asset with little to no 
understanding of the asset’s jurisdictional language or legalities.

Why do you need staking? 

In the same way you use online reputation and reviews to decide what to buy, where 
to eat, and who to trust, staking helps you decide which asset tokens are safe to 
purchase now and going forward as underlying assets change over time. The TRU 
staked on the asset puts skin in the game and aligns incentives better than simple 
reputational ratings. 

In a world where it’s very easy to issue tokens, it will be difficult to assess the trust-
worthiness of an asset token, especially if you’re buying asset tokens around the 
world. Additionally, assets and asset values change over time, so unlike other buying 
decisions over the internet like shoes and restaurants, staking is like a review/rating 
system with economic incentives to align interests.

Staking addresses the information asymmetry problems of purchasing assets (i.e. 
securities) because to protect buyers who do not have the means to do complete 
research each time they make a purchase.

It would be difficult for a centralized company to scale across different jurisdictions 
and asset classes, because there are many legal and regulatory differences. However, 
a token and incentive mechanism can create a standard across jurisdictions, and 
a signal and guarantee of trust: staked TrustTokens.

TrustToken (TRU) Token 
Detailed Q&A

04
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Do I need to stake?

No. You may choose to simply hold your TrustTokens or delegate your stake to receive 
fees for taking liability without evaluating asset tokens. The utility of TrustTokens 
is based on discounted cash flows of their potential use for staking on tokenized 
assets, similar to Stock Exchange Seats.

What is the relationship between TrustToken and asset 
tokens like TrueUSD?

TrueUSD takes advantage of secure custodianship provided by professional fidu-
ciaries. The funds that collateralize TrueUSD are held in escrow accounts by trust 
companies with correspondant banking relationships. There is some chance that 
some underlying dollars are lost if the bank fails or a trust company misappropriates 
the funds. TrustToken stakers provide a service to evaluate the trustworthiness of 
the fiduciary holding the collateral funds and take any liability from its management 

of the funds. While the chance of failure may be low, the staking collateral increases 
the token holder’s confidence in the underlying funds. In exchange for this service, 
stakers receive a transaction fee. 

What are the staking incentive models? 

There are two staking incentive models: tokenized currencies that you use to 
transact and tokenized assets you tend to hold for appreciation value.

For tokenized currencies, staking fees will be generated from either on-chain trans-
actions (e.g. whenever TrueUSD is sent from one Ethereum wallet to another) or 
interest from the collateral (e.g. Treasuries generating interest).

For tokenized assets, staking fees will be generated from a percentage fee of the 
asset value (e.g. similar but lower fees than management fees for index funds or 
REITs). If the asset generates income, such as rental properties, the staking fees 
could payout from the rental income.

High-velocity currency tokens Low-velocity asset tokens

Examples e.g. tokenized currencies like 
TrueUSD 

e.g. tokenized commodities & assets like 
TrueGold or RealEstateCoin

Opportunities for TRU holders 
to earn revenue

% on-chain transaction fee or 
collateral interest

% fee of asset value, paid via token dilution 
or management fee

TrustToken (TRU) Token Detailed Q&A How It Works / Q&A

https://www.investopedia.com/ask/answers/04/031204.asp
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What is the utility of TrustTokens? 

TrustToken stakers ensure the trusted trade of asset tokens by evaluating the risk of 
the underlying assets and taking on their liability in exchange for a fee.  Any TrustTo-
ken holder has the opportunity to assess the underlying risk of an asset token, and 
earn fees in exchange for staking to take on the liability of asset fraud. 

TRU is a work token. For example, the TrustTokens staked on TrueUSD assume the 
liability of anything that happens to the underlying USD, such as bank failure or fraud. 
Staking fees are generated with on-chain transactions, which is similar in nature but 
costs significantly less than the 150 bps fee for a Visa transaction. 

As new assets (such as gold or real estate) are tokenized, TRU holders will have 
the opportunity to evaluate the asset token and stake on its underlying value. For 
example, a staker could evaluate the reputation of a gold custody company or a 
REIT company tokenizing real estate. Regardless of their location, stakers could also 
employ others or delegate their stake to perform this evaluation service for them. 

What are the economics for a staker?

Each staker is required to hold 5% worth of their total liabilities on-chain in TRU. 
The amount is held in TrustToken and locked in a smart contract, so token-hold-
ers can verify their asset tokens are staked. 

Let’s look at an example staker who is staking $1mm of TrustToken on 20 proper-
ties worth $1mm each. They could charge each property 0.5% of the property value 
per year, which is $5k/yr. This fee is paid to the staker through token dilution. The 
staker may be making a total of $5k/yr * 20 properties = $100k/yr. (This staker is 
one of many stakers on this portfolio of assets.) This could be a 10% yearly return 
on their staked capital. This is a competitive return assuming the staker evaluates 
the assets carefully and determines that the risk of the assets is low.

How much stake do TrustToken stakers have to lock up?

For low-velocity asset tokens, stakers lock up to 5% of the total value of assets they 
cover, or 200% of the value of the most valuable asset that they cover (whichever 
is greater). This way, even if the staker only covers one asset and the price of Trust-
Token is fluctuating, the staker still has enough collateral to cover the asset. This 
minimum requirement protects token-holders and incentivizes economies of scale 
for stakers. 

TrustToken (TRU) Token Detailed Q&A How It Works / Q&A

https://multicoin.capital/2018/02/13/new-models-utility-tokens/
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Why was the reserve requirement set at 5%? 

The 5% reserve threshold is based on an analysis of the Statutory Reserve Require-
ments placed on insurance companies in each of the 50 US States, as well as insur-
ance companies internationally. States set these requirements in order to minimize 
the probability that insurers are insolvent, while also allowing the insurers to lever-
age their reserves efficiently.

What is token dilution?

Stakers may be paid via token dilution, which means that the asset token smart 
contract will print new tokens each month to pay for the staking and other neces-
sary services. These new tokens dilute the existing token holders by a fixed amount 
each month. For example, consider a $1mm property which is being staked at a rate 
of 0.5% per year. 0.5% per year is 0.042% monthly, so the asset token smart contract 
will increase the total supply of the asset token by 0.042% each month and send 
these new tokens to the staker. The staker can then either hold these tokens or sell 
them on the open market.

For low-velocity asset tokens, why do asset token hold-
ers pay the stakers for collateralizing the  
asset tokens?

Asset tokens buyers gain the most from the service that stakers provide. Most asset 
token buyers will not be able to directly inspect the underlying asset legitimacy of 
asset tokens. Without some assurance of the token’s underlying value, prospec-
tive investors know they are at an informational disadvantage and at risk of buying 
fraudulent tokens in various jurisdictions with little recourse. 

TrustToken (TRU) Token Detailed Q&A How It Works / Q&A

http://www.naic.org/documents/industry_ucaa_chart_min_capital_surplus.pdf
http://www.naic.org/documents/industry_ucaa_chart_min_capital_surplus.pdf
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We considered having the token issuers pay the fees for staking, but found this 
creates misaligned incentives where the issuer has power over the rater to provide 
positive ratings in exchange for continued business. For example, during the 2008 
financial crisis, there was deep scrutiny over the conflicts of interest between 
bond-rating firms (such as Moody’s) and bond-issuing firms. In the aftermath of the 
2008 financial crisis, the dangers of issuers paying rating agencies became clear 
as Moody’s was fined $843mm and S&P was fined $1.5bn.

At a high level, what does the smart contract  
layer look like?

Each asset token has a smart contract. These smart contracts are similar to the 
contract used for tokenized USD (TrueUSD). Each of these asset token smart 
contracts automatically pays staking fees. There is also a single smart contract which 
holds all of the staked TrustTokens that links to the asset token smart contracts. This 
staking contract manages distributions of the staking fees.

TrustToken (TRU) Token Detailed Q&A How It Works / Q&A

https://www.sciencedirect.com/science/article/pii/S0165410114000020
http://citeseerx.ist.psu.edu/viewdoc/download?doi=10.1.1.363.3392&rep=rep1&type=pdf
https://www.nytimes.com/2017/01/13/business/moodys-inflated-ratings-inquiry.html
https://www.reuters.com/article/us-s-p-settlement-idUSKBN0L71C120150203
http://github.com/trusttoken/trueusd
http://github.com/trusttoken/trueusd
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What’s the relationship between TrustToken and 
TrueUSD? 

TrustToken is a platform to create tokens backed by real-world currencies (like 
USD, RMB, Euro and Yen) and assets (like equities, real estate, and art). 

TrueUSD is the first product built on the TrustToken Platform. It uses the TrustToken 
legal and technical standards to create secure, independently-verified backing of 
the US dollars in the TrueUSD escrow account. 

Will TrueUSD tokens be classified as securities?

TrueUSD does not pass the “expectation of profit” prong of the Howey Test 
because purchasers buy at or near $1 and expect to sell at or near $1.

WilmerHale has provided a memorandum that TrueUSD tokens are not securities. 
TrueUSD tokens are more akin to safekeeping receipts, which the SEC has previ-
ously analyzed and recommended no enforcement actions for their use (see 40 
Fed. Reg. 1695 et. seq).

How will tokenized assets follow jurisdictional  
securities regulation? 

As asset tokenization increases globally, the legal processes and asset manage-
ment will abide by local standards. Smart contracts can enforce financial regula-
tions by limiting their sale and trade to approved parties, using technologies such 
as on-chain KYC whitelists. Once assets are tokenized and compliant with jurisdic-
tional law and regulation, more standards will emerge for the digital trade of asset 
tokens across jurisdictions. 

General Q&A05
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Summary of tokenization models for currencies and assets 

High-velocity currency tokens Low-velocity asset tokens

Examples e.g. tokenized currencies like 
TrueUSD 

e.g. tokenized commodities & assets like 
RealEstateCoin

Opportunities for TRU holders 
to earn revenue

% on-chain transaction fee or 
collateral interest

% fee of asset value, paid via token dilution 
or management fee

Uses Medium of Exchange Investment 

Regulatory Pathway Spot Product Exempt securities sold to accredited 
investors through Reg. D, CF, S, or A+ 

Value add from TrustToken 
Platform

Price-stable trading instrument

Crypto on-ramp

Forex trading via blockchains

Liquidity on previously illiquid assets

Democratized access to capital

Fractional ownership

General Q&A How It Works / Q&A
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This document is intended to provide general information about TrustToken, Inc. (the 
“Company”) and the Company’s asset tokenization platform. Nothing in this docu-
ment should be construed as an offer to sell TRU tokens, nor is it a solicitation of an 
offer to buy any security or other investment product. Investments in TRU are only 
available to “Accredited Investors,” as defined under Federal Securities laws. No offer 
to purchase TRU can be accepted and no purchase price can be received until the 
Company’s offering documents have been received, reviewed, and executed by the 
purchaser. Any offer to purchase TRU tokens may be withdrawn or revoked by either 
side at any time, without obligation or commitment of any kind prior to the purchaser 
accepting the offer by executing the SAFT and transferring the purchase price to the 
Company. Any potential terms of such an offer described herein may change and 
all purchasers must review the final offering documents prior to accepting the offer. 

This document contains certain statements, estimates, and projections that may 
be considered “forward-looking statements.” These statements can generally be 
identified by the use of forward-looking terminology including “may,” “believe,” “will,” 
“expect,” “anticipate,” “estimate,” “continue,” “potential,” “rankings” or other similar 
words. All statements other than statements of historical fact within this document 
are forward-looking statements and include statements and assumptions relating 
to: plans and objectives of management for future operations or economic perfor-
mance; conclusions and projections about current and future economic and politi-
cal trends and conditions; and projected financial results and results of operations. 
The Company does not make any representations or warranties (express or implied) 
about the accuracy of such forward-looking statements. Readers are cautioned that 
actual results of the investments references in this document could differ materi-
ally from forward-looking statements; and readers of this document are cautioned 
not to place undue reliance on these forward-looking statements. The Company 
is not required to update any information contained herein nor is any information 
contained herein intended as investment advice or securities recommendations. 

Disclaimer


