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State Removes Potential Legal Bar Against Alternative Currencies 
 

he publicity and controversy over the use of 

alternative currencies such as Bitcoin have 

prompted the California legislature to enact 

Assembly Bill 129. Current state law, codified in 

Corporations Code Section 107, generally 

prohibits the issuance of any money other than 

the “lawful money of the United States.”
1
 AB 

129, passed overwhelmingly by the California 

legislature and signed by Governor Brown, 

repeals Section 107. While, according to the bill’s 

legislative analysis, no state department or agency 

has ever initiated an enforcement action for a 

violation of this law, Section 107 nevertheless 

represented a potential bar against the use of 

other currencies.  

 

By repealing Section 107 the California 

legislature does not declare alternative currencies 

to be free of other legal or regulatory 

impediments. The Assembly’s analysis cites 

several federal statutes that prohibit certain 

activities in connection with the use of U.S. 

currency (such as counterfeiting or altering 

currency), though none of the statutes cited 

directly barred the use of alternative currencies. 

Last year the then Department of Financial 

Institutions sent a letter to the Bitcoin 

Foundation, which is as close as there is to a 

Bitcoin governing body, advising that it may be 

engaged in the business of money transmission 

                                                           
1
 Corp Code Section 107: “No corporation, 

flexible purpose corporation, association or 

individual shall issue or put in circulation, as 

money, anything but the lawful money of the 

United States.” 
 

without authorization. The Bitcoin Foundation 

responded with a letter explaining that it does not 

engage in money transmission within the 

meaning of the California Money Transmission 

Act and further that the sale of Bitcoin to 

consumers also does not come within that statute. 

The Foundation also requested an opinion or 

interpretive letter ruling, but to date the 

Department of Business Oversight has not done 

so. 

 

The bill’s author was concerned that Section 107 

might hinder the development and use of alternate 

currencies. Aside from Bitcoin and other crypto-

currencies such as Ripple, Peercoin, Primecoin, 

other currency-like programs that might be 

affected by the statutory prohibition include those 

that reward consumers with points that can be 

traded for items of value or used as dollars. 

Communities have created “community 

currencies” that are created for use with local 

merchants who agree to accept them. The 

legislative analysis to AB 129 notes that, 

“according to the literal meaning of the statute 

anyone that issues or uses digital currency, 

community currency, or perhaps even reward 

points is in violation of the law.”  

 

As if to affirm that it is aware of the risks 

associated with alternative currencies, the 

legislature included in the bill’s analysis some of 

the pitfalls of owning cyber cash, citing 

specifically the theft of Bitcoins from Mt. Gox, 

the largest Bitcoin exchange, and other similar 

incidents. It noted that Bitcoin exchanges are 

unregulated, and that there exists no established 

consumer protections for the loss or theft of 
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Bitcoins. It also summarized the DBO’s warnings 

about virtual currencies contained in its consumer 

advisory titled “What You Should Know About 

Virtual Currencies.”     

 

CBA’s Alex Alanis is CBA’s lead lobbyist on AB 

129. 

      

    Leland Chan  

 
The information contained in this CBA Regulatory 

Compliance Bulletin is not intended to constitute, and should 

not be received as, legal advice.  Please consult with your 

counsel for more detailed information applicable to your 

institution.
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