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Abstract Electronic commerce is generally known as doing business or trade using internet. It is
a business model which facilitates the business or a firm to do business electronically. Bitcoin is a 
digital currency which allows transaction to be performed without banks or any other centralized 
system. This paper is directed towards understanding the basic concepts of bitcoins and transac-
tions relating thereto. Moreover, it also discusses the legal framework in various countries relating 
to the issue and use of bitcoins. Since the position of bitcoins in India has reached a stage where
it is pertinent to answer a very crucial question that whether the use of bitcoins in India is legal
or illegal? The paper further discusses that whether bitcoin can be included under the definition
of any financial instrument in India and RBI’s guidlines relating to the use and issue of bitcoins.

KEKK YWOYY ROO DS: Bitcoins, Virtual Currency, Cryptocurrency, E-Commerce, Digital Currency,
Decentralized Currency.

E-commerce is a very remunerative field.
But there are various legal compliances
that must be followed or adhered to. 

Bitcoins are gaining worldwide acceptance and 
are now been accepted as a mode of payment
in among the e-commerce, online gaming and
online gambling industry. The Bitcoin saga of 
India has finally reached a stage where it is 
pertinent to answer a very crucial question 
that whether the use of bitcoins in India is 
legal or illegal?

There has been confusion in India regard-
ing the position of the Bitcoins. Some of the 
business men involved in Bitcoins have taken 
certain precautionary measures and have pre-
ferred to wait until there are clear cut regula-
tory reforms on the subject. Many enthusiastic
in India has started accepting Bitcoins for var-
ious purposes without realizing that use of such
Bitcoins in India may be illegal and punishable.

1. What are Bitcoins?
Bitcoin is a digital currency which oper-

ate as decentralized systems and allow users
to make secure transaction without any cen-
tral authority, different from physical curren-
cies like dollars, rupees and euros. Bitcoin is a
digital, decentralized, partially anonymous cur-
rency, not backed by any government or other
legal entity, and not redeemable for gold or other

1. See Satoshi Nakamoto, ‘Bitcoin: A Peer-To-Peer
Electronic Cash System’ (Bitcoin.org, 2008).

2. h t t p : / / w w w . i n v e s t o p e d i a . c o m / a r t i c l e s /
investing/072913/how-bitcoin-works.asp Visited on 
12-01-17

3. Bitcoin mining is defined as the process of develop-
ing bitcoins, by using computing power to perform
complex calculations that process transactions on
the Bitcoin network, secure the network, and keep
network users synchronized, users of bitcoins can 
mine new bitcoins.

4. Frequently Asked Questions, BITCOIN.ORG,
https://bitcoin.org/en/faq#what-is-bitcoin

commodity. It relies on peer-to-peer network-
ing and cryptography to maintain its integrity.

The concept of bitcoin published in 2009 
by Satoshi Nakamoto1. It’s importance was re-
alized in 2013, when the Bitcoin’s value be-
came more than ten times in a period of two 
months, from 22 dollars in February to 266
dollars in April which was considered to be a
drastic change.2

Bitcoin mining3 can be understood as a 
the process of generating bitcoins. By using
computing power to perform complex calcula-
tions that process transactions on the Bitcoin
network, secure the network, and keep net-
work users synchronized, users of bitcoins
can mine new bitcoins.4 The process currently 
generates 25 Bitcoins every 10 minutes (total
number of bitcoin created shall be halved in
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every four years), so that it does not exceeds
the limit until the year 21405. The total num-
ber of Bitcoins that will be issued is fixed at 
a limit of 21 million. Various contentions by 
the bitcoin critics is that this limit is not large 
enough but since every Bitcoin can be divided
upto eight decimal places it will be sufficient
enough for all relevant applications.

Example of a Bitcoin transaction:
For example:  Where a payment has to 

be made to a company called BitTraders then
this company shall first create a Bitcoin ad-
dress and then instructs us to send payment
to it, This  creates a “Private Key” (known 
only to BitTraders) and “Public Key” (known 
only by us).In this process we do not need to 
disclose our personal identity to BitTraders.
Instructions are given to our Bitcoin cli-
ent (Software installed on the computer) for
payment of Bitcoins from our wallet to the
BitTraders address. The transaction request
along with the pvt key of the address from 
where we are transferring the Bitcoins is elec-
tronically “signed” by Bitcoin client. After the
transaction is verified the transfer is complete.

Till this date the Bitcoins have been down-
loaded 4,256,207 times from 199 different 
countries present in the world.6 Bitcoins are
listed on stock exchange. AS of now, the big-
gest exchanges as per volume are: (i) Mt. Gox 
in Japan (most widely used); (ii) Bitcurex in 
Poland; (iii) Bitstamp in Slovenia.; (iv) BitBox 
in U.S.; and (v) BTC China.7

2. Bitcoins: Legal Status around
the world

Bitcoin came into existence just few years
ago. Most developed jurisdictions have have

a regime for dealing with broad consumer
protection and market integrity issues in the 
financial services industry. Each jurisdiction 
has different norms and regulations relating 
to the issue and use of crypto currency. In 
certain countries handling of bitcoin transac-
tion is completely prohibited (China) while in 
other countries bitcoin is readily accepted as
a foreign currency (US) or just like money 
(Australia). The analysis is as follows.

a. United States of America
In 2013, SEC v. Trendon T. Shavers and 

Bitcoin Savings and Trust, a magistrate of 
Texas U.S. District Court classified bitcoin
as a currency. Financial Crimes Enforcement 
Network (FinCEN), United States Department 
of the Treasury classifies as a convertible de-
centralized virtual currency in 2013. New 
York State Department of Financial Services
(NYSDFS) started issuing Bit License to busi-
nesses related to virtual currency activities.8

In reference to taxation every bitcoin
transaction is treated as a capital gain and
bitcoin mining will be taxable as income on 
the basis of fair market value.

b. United Kingdom
As per the reports submitted by the Bank of 

England in 2013, Bitcoins has been expressly 
excluded from the report9. Government stated
that currently the position of bitcoin is ‘unregu-
lated’ which needs to be changed. According to
Her Majesty’s Revenue and Customs, Bitcoins
are classified as “single purpose vouchers” and
transactions relating to bitcoin will attract a
Value Added Tax (VAT) of 10-20%.

2015-16 budget passed lays down “In re-
sponse, the government considers that a frame-
work for best practice standards for consumer

5. http://www.theverge.com/2012/11/28/3701434/total-
number-of-bitcoins-hits-10-5-million-production-
halves-to-stop (Last Visited on 15-05-17)

6. h t t p : / / w w w . l i v e m i n t . c o m / I n d u s t r y /
LI2IgSd3ugICUa7cxPvt3L/Bitcoins-gain-currency-
in-India.html (Last Visited on 18-5-17)

7. India: Bitcoins - Legal Or Illegal In India?;
h t t p : / / w w w . m o n d a q . c o m / i n d i a / x / 3 1 0 4 2 6 /
Financial+Services/Bitcoins+Legal+Or+Illegal+In+
India (Last Visited on 18-05-17).

8. Available at: https://www.nytimes.com/2015/05/08/
business/dealbook/bitcoin-exchange-receives-first-
license-in-new-york-state.html?_r=1 (Last Visited
on 23-05-17)

9. Banknotes, Local Currencies and Central 
Bank Objectives, available at: http://www.
bankofengland.co.uk/publications/Documents/
quarterlybulletin/2013/qb1304.pdf. (Last Visited on
20-05-17).
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protection is the right step to take at this stage, 
in order to address the risks identified…..The
government intends to work with BSI (British 
Standards Institution) and the digital cur-
rency industry to develop pioneering volun-
tary standards for consumer protection“. The 
Consumer Rights Act 2015 lays down a new 
concept of digital content “Digital content” is”
defined “data which are produced and sup-
plied in digital form”. This definition can be”
interpreted to include Bitcoins.

Bank of England has provided a positive at-
titude towards potential for digital currency.10

European Court of Justice, ruled that exchang-
ing bitcoin should be exempt from value-added
tax in the same way as traditional money.

c. China
China allows private party or individual 

to hold Bitcoins but there is a restriction im-
posed upon Financial firms like banks from 
handling bitcoin transactions.11 The Notice 
said that, financial and payment institutions
are not allowed to use “bitcoin pricing for
products or services, buy or sell bitcoins, or
provide direct or indirect bitcoin-related ser-
vices to customers, including registering, trad-
ing, settling, clearing, or other services; ac-
cepting bitcoins or using bitcoins as a clearing
tool; and trading bitcoins with Chinese yuan
or foreign currencies”12 A notice was issued 
by Central Bank of China and four other cen-
tral government ministries and commissions
on “Precautions Against the Risks of using 
Bitcoins”. The notice defined it as a” “special
virtual commodity,” and laid down that bit” -
coins are not to be treated as a currency and 
the same should not be used and circulated 
in the market as one13.

d. Russia
Currently there is no legal framework to

regulate cryptocurrency (bitcoin) in Russia.
Russian Civil Code under Article 140, lays 
down that the “Russian ruble is the exclu-
sive means of payment in the Russia and 
all prices for financial transaction in Russia
will be defined in rubles” and hence use bit-
coins can be prohibited under this section.14

Fedral Tax Authority has published a docu-
ment which laid down that ”Bitcoin cannot
be blocked or banned as they can be deemed 
foreign currency transactions according to
Russian laws.”15 Possibility of money launder-
ing or terror financing has also been recog-
nized and KYC norms are to be followed in
this respect.

e. Australia
In Australia, Australian Taxation Office 

(ATO) is observing the bitcoin, including “its 
volatility, how widely it is accepted, its inter-
action with conventional currencies through
exchange mechanisms and international 
developments.”16””  Governor of Reserve Bank 
of Australia further mentioned that Bitcoins
till date have not caused any “material prob-
lem yet,” but there still exists various risks 
for speculators.17 He even mentioned that at 
present there was nothing to stop people from
transacting or holding in other currencies, 
such as bitcoins in Australia. 

Australia in its budget summary for 2017-
18 laid down that it will treat Bitcoin as “JUST 

10. Available at: http://www.bankofengland.co.uk/re-
search/documents/onebank/discussion.pdf (Last 
Visited on 22-05-17).

 11. “China Bans Financial Companies From Bitcoin 
Transactions”, Bloomberg. 5 December, 2013 
https://www.bloomberg.com/news/articles/2013-12-
05/china-s-pboc-bans-financial-companies-from-bit-
coin-transactions.(Last Visited on 22-05-17).

12. Id.
13. Available at:https://vip.btcchina.com/page/bocno-

tice2013  (Last Visited on 22-05-17)

14. Artem Tolkachev “Possibilities and Risks of 
Using Bitcoin”, http://www.atplaw.ru/useful/ar-
ticles/vozmozhnosti-i-riski-ispolzovaniya-bitkoin-v-
rossii.html (Last Visited on 22-05-17).

15. Available at: http://www.consultant.ru/cons/cgi/on-
line.cgi?req=doc;base=QUEST;n=162766#0 (Last
visited on 22-05-17).

16. Kate Walsh & Jason Murphy, ATO Targets Bitcoin
Users, Australian Financial Review (June 24, 2013). 
http://www.afr.com/p/technology/ato_targets_bit-
coin_users_oawpzLQHDz2vEUWtvYLTWI. (Last
Visited on 20-05-17).

17. Bianca Hartge-Hazelman, Glenn Stevens Says 
Bitcoins Show Promise, But So Did Tulips, The 
Australian Financial Review (Dec. 13, 2013)
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LIKE MONEY” from this year and will also”
no longer be subject to double taxation as part
of its plan to “make it easier” for digital cur-
rency businesses to operate in the country.18

3. Bitcoins - Legal position in India
India position on Bitcoins till this date is 

not clear. There has not been specific legisla-
tion passed on the topic of bitcoins. India pres-
ently does not have a centralised bitcoin ex-
change, but users can deal in bitcoins through 
several websites. Around 23,000 India users
have online bitcoin wallet where their digital 
currency is stored.

a. As Derivatives or a Negotiable
Instrument

Section 2(ac) of Securities (Contracts) 
Regulation Act, 1956 defines derivate as:

  “derivative includes—(A) a security
derived from a debt instrument, 
share, loan, whether secured or 
unsecured, risk instrument or contract 
for differences or any other form of 
security; (B) a contract which derives
its value from the prices, or index of 
prices, of underlying securities;”19””

 As mentioned earlier Bitcoins does not fall 
under the definition of Security under SCRA 
and hence it also does not fall under PART 
(A) of the definition which defines derivative 
as a “security derived from...”. Moreover the
acceptance of bitcoin depends upon the parties
accepting it voluntary that it has some value,
therefore Bitcoin can also not be described as
a contract which derives its value from the
prices or index of prices of underlying securi-
ties20. Thus it is clear that Bitcoin would not
satisfy the essentials of being a derivative un-
der the SCRA. 

Derivative has been further defined under 
the Reserve Bank of India Act, 1934 in section 
17(6A) to mean:

  “an instrument, to be settled at a 
future date, whose value is derived 
from change in one or a combination 
of more than one of the following 
underlyings, namely:—(a) interest rate, 
(b) price of securities of the Central 
Government or a State Government or 
of such securities of a local authority 
as may be specified in this behalf by 
the Central Government, (c) price of 
foreign securities, (d) foreign exchange 
rate, (e) index of rates or prices, (f) 
credit rating or credit index, (g) price 
of gold or silver coins, or gold or silver 
bullion, or (h) any other variable of 
similar nature.”

Bitcoin does not falls under the defini-
tion of “derivative” mentioned under the 
Reserve Bank of India Act, 1934 either.21

Negotiable instrument has been defined un-
der the Negotiable Instruments Act, 1881 as a:

  “promissory note, bill of exchange or
cheque payable either to order or to
bearer”.

One of the essential conditions of Negotiable
Instruments are that it is payable by the legal
tender money of India. The Liabilities of the
parties are governed in terms of such money 
only. Moreover the meaning of promissory
note, bills of exchange, cheque are well un-
derstood and it will be suffice in concluding 
that that Bitcoins cannot be considered as any 
of the above instrument.22

b. As a Security
Section 2(h) of the Securities Contracts 

(Regulation) Act,23 1955 defines as 
“securities”—

18. Available at: http://www.budget.gov.au/2017-18/
content/glossies/factsheets/html/FS_innovation.htm 
(Last Visited on 20-05-17)

19. Available at: http://www.sebi.gov.in/acts/contrac-
tact.pdf (Last Visited on 23-05-17)

20. Available at: http://cis-india.org/internet-gover-
nance/bitcoin-legal-regulation-india (Last Visited 
on 23-05-17)

21. Ibid.
22. Available at: http://www.ddegjust.ac.in/studymate-

rial/mcom/mc-207-f.pdf (Last Visited on 23-05-17)
23. Available at: http://www.sebi.gov.in/acts/contrac-

tact.pdf (Last Visited on 23-05-17)
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“(i) shares, scrips, stocks, bonds,
debentures, debenture stock or other 
marketable securities of a like nature 
in or of any incorporated company or
other body corporate;

(ia) derivative;

(ib) units or any other instrument issued
by any collective investment scheme to 
the investors in such schemes;

(ic) security receipt as defined in clause 
(zg) of section 2 of the Securitisation
and Reconstruction of Financial Assets 
and Enforcement of Security Interest
Act, 2002;

(id) units or any other such instrument
issued to the investors under any 
mutual fund scheme;

(ii) Government securities;

(iia) such other instruments as may be 
declared by the Central Government
to be securities; and

(iii) rights or interest in securities;”
A bare interpretation of this definition

makes it clear that Bitcoin does not fall 
within any of the parts of the definition
of securities, other than the term ‘deriva-
tive’ (which has been discussed in next part of 
this paper). Since the definition of securities is
also an inclusive one the Central Government 
can notify Bitcoins to be treated as a security 
since the Central Government has the power
to declare any instrument as a ‘security’.

c. As a Currency
Section 2(h) of the Foreign Exchange 

Management Act, 1999 (“FEMA”) defines cur-
rency as:

 “currency includes all currency notes,
postal notes, postal orders, money
orders, cheques, drafts, travellers 
cheques, letters of credit, bills of 
exchange and promissory notes, 
credit cards or such other similar

instruments, as may be notified by the 
Reserve Bank”.24

It is evident from this definition that,
there is no similarity between instruments
mentioned above and Bitcoin as none of them
are cryptocurrency or virtual in nature. The
definition of currency under Foreign Exchange 
Management Act is a inclusive one. RBI has
the power to include more or similar things in
the definition of Currency, and hence there is a 
large scope for expansion. So it can be inferred
that any instrument which does not falls under 
this definition can still be called as a currency
if Reserve Bank of India notifies to include 
such instrument in the definition under that 
Act. For example On 3rd May, 2000 the RBI 
notified “debit cards, ATM cards or any other 
instrument that can be used to create a finan-
cial liability” as “currency” under the FEMA25. 

Section 2(m) of Foreign Exchange 
Management Act, 1999 (“FEMA”) defines for-
eign currency as: “Any currency other than
Indian currency”. This definition makes it clear
that Bitcoin can be considered as a “foreign 
currency” under the act which would make
all the provisions of Foreign Exchange 
Regulation Act applicable on Bitcoin
transactions.

Since Bitcoin is decentralized and is not
regulated by any central bank or institution,
most of the transactions relating to Bitcoins
are voluntary in nature, therefore financial li-
ability is a matter of concern. For example:
Use of bitcoins to buy and sell any goods and 
services depends upon the willingness of 3rd 
Party to accept bitcoin as a consideration, how-
ever where a individual who owns a Indian
Rupee notes worth Rs. 500, can claim such
amount from the Governor of RBI in case of 
its non acceptance.

Therefore as per now, Bitcoins cannot
be regarded a “currency” under Indian 
law. However RBI can pass a notification to
24. Available at: http://finmin.nic.in/the_ministry/dept_

eco_affairs/capital_market_div/FEMA_act_1999.pdf  
(Last Visited on 23-05-17).

 25. Notification No. FEMA 15/2000/RB dated May 3, 
2001.
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include Bitcoins as “currency” and then lay 
down the rules and regulations regulating to 
Bitcoin transactions.

d. As a Prepaid Payment Instrument
PPIs are methods that facilitate purchase

of goods and services against the value stored 
on such instruments.

“Payment and Settlement Systems Act was 
passed in 2007 which has brought under the 
regulatory jurisdiction of the Reserve Bank of 
India. RBI on April 27, 2009 issued policy guide-
lines relating to institutions isuing prepaid
payment instruments such as mobile wallets,
Paypal, etc., under Section 18 of the above Act26. 
Prepaid Payment Instrument has been defined 
in the following words under the guidelines:

  “Pre-paid payment instruments are
payment instruments that facilitate 
purchase of goods and services against 
the value stored on such instruments.
The value stored on such instruments
represents the value paid for by the
holders by cash, by debit to a bank 
account, or by credit card.”

Bitcoins can not be considered as a Prepaid
Payment Instrument as:

(a) PPIs holds a definite value stored
which is equal to amount paid by the
holders in cash or through debit or 
credit cards.

(b) Bitcoins do not have a static value
moreover it has a inherent value i.e., 
amount of money paid to buy a bitcoin
is not equal to its value.

Hence Bitcoins cannot be classified
as prepaid payment instruments as the
value stored on prepaid instruments is 
static or constant i.e., equal to the amount of 
money paid to the system.

26. Issuance and Operation of Pre-paid Payment
Instruments in India (Reserve Bank) Directions, 
April 27, 2009 http://rbidocs.rbi.org.in/rdocs/noti-
fication/PDFs/RFGF280409.pdf (Last Visited on
23-05-17)

4. Recent Developments in India
On Dec. 24, 2013 RBI issued a Press

Release27 in which RBI “has today cautioned 
the users, holders and traders of Virtual cur-
rencies (VCs), including Bitcoins, about the po-
tential financial, operational, legal, customer
protection and security related risks that they 
are exposing themselves to.” RBI mentioned
that it has been observing activities relating
to virtual currency very closely. It also men-
tioned that risks:
  “VCs being in digital form are stored

in digital/electronic media that are
called electronic wallets. Therefore,
they are prone to losses arising out of 
hacking, loss of password, compromise
of access credentials, malware attack
etc. Since they are not created by or 
traded through any authorised central
registry or agency, the loss of the 
e-wallet could result in the permanent
loss of the VCs held in them.”

  “Payments by VCs, such as Bitcoins,
take place on a peer-to-peer basis 
without an authorised central agency
which regulates such payments. As
such, there is no established framework
for recourse to customer problems/ 
disputes/charge backs etc.”

  “There is no underlying or backing of 
any asset for VCs. As such, their value
seems to be a matter of speculation.
Huge volatility in the value of VCs has
been noticed in the recent past. Thus,
the users are exposed to potential losses
on account of such volatility in value.”

  “It is reported that VCs, such
as Bitcoins, are being traded on 
exchange platforms set up in various
jurisdictions whose legal status is also
unclear. Hence, the traders of VCs on
such platforms are exposed to legal as
well as financial risks.”

 27. RBI cautions users of Virtual Currencies against 
Risks Dec. 24, 2013 http://rbi.org.in/scripts/BS_
PressReleaseDisplay.aspx?prid=30247 Last Visited
on 28-01-15.
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“There have been several media 
reports of the usage of VCs, including 
Bitcoins, for illicit and illegal activities 
in several jurisdictions. The absence
of information of counter parties
in such peer-to-peer anonymous/ 
pseudonymous systems could subject 
the users to unintentional breaches of 
anti-money laundering and combating 
the financing of terrorism (AML/CFT) 
laws.” 

After the Reserve Bank of India issued 
an advisory to public not to deal in buying-
selling of Bitcoins, the first raid was con-
ducted by Enforcement Directorate (ED) on a
entity which provided a platform to deal in 
VCs (Virtual Currency) in Ahemdabad28. The 
ED found that it clearly violated the Foreign 
Exchange Management Act (FEMA) rules of 
the country as central bank does not provide
permission to indulge in such transactions.
This incident further worsened the situ-
ation of Bitcoins in India.

In January 2014, a man named Venugopal
Badaravada made a representation to the RBI 
through a lawyer, urging them to clarify their 
policy with regard to Bitcoins, but the RBI did
not respond to his request.29

A press conference organized by Bitcoins 
Alliance India (BAI) and headed by Nishith 
Desai, India’s top taxation and legal expert,
He reached the conclusion that Bitcoin is actu-
ally a legitimate currency and could bring sev-
eral benefits to the Indian economy. However, 
Desai warned that “in some situations, deal-
ing in Bitcoins can be illegal”.30 For instance,
“you cannot export goods from India and re-
ceive payment in Bitcoins and park it outside.

Proceeds of exports must be repatriated to
India in terms of foreign exchange through
normal banking channels. An intermediary
needs to pay service tax. If Bitcoins are sold 
for a price in terms of ‘money’, then Sale of 
Goods Act would apply but accepting Bitcoins
against goods should not attract the provisions 
of Sale of Goods Act”, he explained.”

On April 11, 2017 regulation passed by 
Reserve Bank of India on Virtual Currencies 
stated: RBI throught it’s press release 1st
February, 2017 has not given any authoriza-
tion or license to any entity to deal in transac-
tions relating to bitcoin and any holder or user
of Bitcoin currency shall do it at their own
risk31. The notification further stated that: “The 
absence of counter parties in the usage of VCs
including Bitcoins, for illicit and illegal ac-
tivities in anonymous/pseudonymous systems 
could subject the users to unintentional breach-
es of anti-money laundering and combating 
the financing of terrorism (AML/CFT) laws.”32””

On May 18, 2017 The Centre said that 
the use of bitcoins has not been authorized
by Reserve Bank of India and could possibly
result in the breach of anti-money laundering
provisions. Minister of State for Finance A.R. 
Meghwal said:

  “No regulatory approval, registration
or authorization is stated to have been
obtained by the entities concerned for
carrying on such activities and the 
absence of counter parties in usage of 
virtual currencies including Bitcoins, 
for illicit and illegal activities in
anonymous/pseudonymous systems 
could subject the users to unintentional
breaches of anti-money laundering and
combating the financing of terrorism 
laws.”33””

28. First time ED raids a Bitcoin Seller in 
Ahemdabadhttp://www.dnaindia.com/india/report-
first-time-in-the-country-ed-raids-a-bitcoin-seller-
in-ahmedabad-1941187 (Last Visited on 23-05-17)

29. A Brief Overview of the Legality of Bitcoin in India 
http://blog.ipleaders.in/a-brief-overview-of-the-le-
gality-of-bitcoin-in-india/#ixzz3QKpw7VsC (Last 
Visited on 23-05-17) 

30. Available at: http://bitcoinexaminer.org/regular-
bitcoin-trading-allowed-in-india-says-legal-expert/
(Last Visited on 23-05-17)

31. Available at: https://rbi.org.in/Scripts/BS_Press
ReleaseDisplay.aspx?prid=39435 (Last visited on
09-06-17).

32. Virtual Currencies – 11.04.2017 – PIB: MANU/
PIBU/0405/2017

 33. Available at: http://economictimes.india-
t imes.com/artic leshow/57874230.cms?utm_
source=contentofinterest&utm_medium=text&utm_
campaign=cppst, (Last Visited on 24-05-17)
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The Indian Ministry of Finance in April
announced that the government has consti-
tuted a committee to study digital curren-
cies including bitcoin, with a report to be
due in July. The inter-disciplinary commit-
tee was established by the Department of 
Economic Affairs of the Ministry of Finance.
It is chaired by “Special Secretary (Economic
Affairs) and includes representatives from 
Department of Economic Affairs, Department
of Financial Services, Department of Revenue 
(CBDT), Ministry of Home Affairs, Ministry 
of Electronics and Information Technology, 
Reserve Bank of India (RBI), National
Institution for Transforming India (NITI
Aayog) and State Bank of India.”34

The committee is tasked to:
• “take stock of the current status of 

digital currencies both in India and 
globally;

• examine the existing global regulatory
and legal structures of digital 
currencies;

• suggest measures for dealing with 
digital currencies in areas such
as consumer protection and money
laundering; and

• examine any other relevant matter
related to digital currencies.”35””

5. Conclusion
Ever since the bitcoins came into existence

the countries have tried to restrict and even
ban the use of bitcoins, but with the passage 
of time countries have started to consider bit-
coins regulation instead of banning it which 
is a sensible direction. The major difficulty in 
implemention of bitcoin regulation is that it’s
primary feature i.e., anonymity, as structure of 
blockchain, leaves the parties involved anony-
mous by only assigning a randomly generated
key and address. Because of this, bitcoin regu-
lation becomes difficult as it is not possible to
know the parties involved in a transaction.
Since the bitcoin currency is decentralised or
does not have a central agency certain critics
argue that even if the agencies want to regu-
late bitcoins it will not be possible because of 
the absence of a nodal institution which the 
authorities can go after. However this argu-
ment is false as the authorities regulate the
functioning online exchanges which are web-
sites by individuals or entities which have a 
physical demonstration. One more problem
that has come up is parties dealing in Virtual
Currency are not co-operating with regulators, 
India is also making progress in reaching the 
goal of regulating digital currency with recents
developments like the formation of inter-disci-
plinary committees. It is a step closer in the
direction of regulating bitcoin in India, even 
though it is believed that the report might lay
down some stringent regulations based upon 
the government’s statements till now.

 34. Available at: http://www.hindustantimes.com/busi-
ness-news/bitcoin-virtual-currencies-under-scan-
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