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Chairman Carney, Chairman Moonen, and colleagues of the Joint Standing Committee
on Judiciary, | am Senator Eric Brakey of Androscoggin, representing the people of -
Auburn, New Gloucester, Poland and Durham. During the break between the First _
Special and Second Regular sessions of the 131st Maine Legislature, | was honored to
serve alongside my colleague, Rep. Stephen Moriarty, on the Judiciary Subcommittee
on the Uniform Commercial Code.

Our task this subcommittee was (1) to hear input from individuals with expertise and
conduct research into proposed legislation to adopt amendments offered by the Uniform
Commercial Code Commission, and (2) provide recommendations to the full Maine
Judiciary Committee for the 2nd Regular Session.

First, | would like to thank my colleague, Representative Moriarty, for his diligent work
leading this subcommittee process. He brought the exemplary level of organization and
professionalism we have come to expect from him as a colleague on this committee. I
believe he ran a fair process, and the experts he organized to bring in shed light on .
many questions. We came to agreement for recommendations on the broad sweep of
the bill, but parted ways on several final details, resulting in two different reports.

Next, let us turn to the substance of the proposal. Market systems rely on clear, simple,
and universally recognized standards protecting property rights. Without such clarity —
under conditions of unclear and subjective law — markets become plagued by
uncertainty, investment is suppressed, and economic projects fail to launch. America’s
economic growth over the centuries, compared to many other countries, has

" benefitted by clear laws governing physical property that enable private long-term

planning and investment.

With the rise of internet commerce and cryptocurrencies (like Bitcoin), however, we '
have entered an advent of digital property, which existing laws of property have not fully
considered. These amendments, which have been adopted already in full or in part by
many states already, seem an overall positive for anyone who would like to see hard



~ digital currencies, like Bitcoin, more readily accepted and utilized throughout-our
economy. :

Before | go further, | should disclose my preconceptions on this topic. As'my colleagues

on this committee are certainly aware, | am a critic of our country’s fiat monetary system -

and a proponent of hard money, not subject to monetary inflation by a central bank.

. As F.A. Hayek demonstrated in his Nobel Prize-winning “Theory of the Business Cycle,”
artificial credit expansion sends false signals into the economy, creating the illusion that
more resources are available for investment than are actually reflected by the savings "
rate. This discoordination generates the boom-bust business cycle that our country has. '
experienced repeatedly over the last century. In my estimation, the primary benefit of
this system exists for (1) big banks, with an infinite line of credit against the cash
savings of the American people, and (2) the Washington political class, able to wage
hidden regressive taxes on the American people through the devaluation of our
currency, which we experience through rising prices. In that context, | believe that
cryptocurrencies, like Bitcoin, have the potential to serve as a check on this exploitative
system — in the same manner that gold and silver have for millennia. o

Ultimately, these amendments set legal defaults for privéte transactions that utilize
digital property. In any area of a transaction that is not superseded by the terms of a
private contract, courts would default to these standards governing disputes over digital
property.

The specific triggering event for these amendments right now is the decision by the .
nation of El Salvador to recognize Bitcoin as legal tender. This decision throws into
confusion the existing definition of “money” within UCC statutes, which is “a medium of
exchange adopted by a government.” In particular, the definition of “money” relies, not
on a commodity’s function.in the market as a medium of exchange, but based upon
government-designation. Though | might quibble about this definition of money, |
recognize this is a longstanding definition and one that only matters legally within the
context of the UCC.

Most objections to these amendments center around the proposed definition of
“electronic money,” which is “money issued by a government in electronic form.” By
another name, this definition envisions what is commonly called a Central Bank Digital
Currency (CBDC). Many central banks around the world, including the Federal Reserve
here in the United States, are actively considering the establishment and issuance of
CBDCs. For good reason, many Americans (myself included) are deeply opposed to

. this and concerned with any policy that would smooth the path to implementation. -

To understand the danger to privacy and economic freedom posed by CBDCs, |..
recommend you read “Your Money AND Your Life,” a piece by Edward Snowden, the
NSA whistleblower who revealed the existence of mass digital surveillance programs on
the American public conducted by federal intelligence agencies. (A copy is included with
the appendix of this opinion.) :



TQ share just a few highlights from Snowden, framing the debate:

“A CBDC is something [close] to being a perversion of cryptocurrency, or
at least of the founding principles and protocols of cryptocurrency—a
cryptofascist currency, an evil twin entered into the ledgers on Opposite
Day, expressly designed to deny its users the basic ownership of their
money and to install the State at the mediating center of every transaction.

“ ..Advocates of CBDCs contend that these strictly-centralized currencies:
are the realization of a bold new standard—not a Gold Standard, or a
Silver Standard, or even a Blockchain Standard, but something like a
Spreadsheet Standard, where every central-bank-issued-dollar is held by
a central-bank-managed account, recorded in a vast ledger-of-State that
can be continuously scrutinized and eternally revised.. ‘

“CBDC proponents claim that this will make everyday transactions both
safer (by removing counterparty risk), and easier to tax (by rendering it
well nigh impossible to hide money from the government).

“CBDC opponents, however, cite that very same purported ‘safety’ and
‘ease’ to argue that an e-dollar, say, is merely an extension to, or financial
manifestation of, the ever-encroaching surveillance state. To these critics,
the method by which this proposal eradicates bankruptcy fallout and tax
dodgers draws a bright red line under its deadly flaw: these only come at .
the cost of placing the State, newly privy to the use and custodianship of
every dollar, at the center of monetary interaction... -

Snowden goes on to ask us to consider a hypothetical individual and how a CBDC
would affect his life:

“Will a CBDC be helpful to him? Will an e-dollar improve his life, more than
a cash dollar would, or a dollar-equivalent in Bitcoin, or in some . S
stablecoin, or even in an FDIC-insured stablecoin? :

“Let's say that his doctor has told him that the sedentary or just-standing-
around nature of his work... has impacted his health, and contributed to
dangerous weight gain. [He] must cut down on sugar, and his private
insurance company—which he’s been publicly mandated to deal with—
now starts tracking his pre-diabetic condition and passes data on that
condition on to the systems that control his CBDC wallet, so that the next.
time he goes to the deli and tries to buy some candy, he’s rejected—he ‘
can’'t—his wallet just refuses to pay, even if it was his intention to buy that
candy for his granddaughter. ' |



“Or, let's say that one of his e-dollars..., happens to be later registered by

a central authority as having been used, by its previous possessor, to
execute a suspicious transaction, whether it was a drug deal or a donation
to a totally innocent and in fact totally life-affirming charity operating in a
foreign country deemed hostile to US foreign policy, and so it becomes
frozen and even has to be ‘civilly' forfeited. How will [he] get it back? Will
he ever be able to prove that said e-dollar is legitimately his and retake
possession of it, and how much would that proof ultimately cost him? -

“[This man] earns his living with his labor—he earns it with his body, and
yet by the time that body inevitably breaks down, will he have amassed
enough of a grubstake to comfortably retire? And if not, can he ever hope
to rely on the State’s benevolent, or even adequate, provision—for his
welfare, his care, his healing?

“ ..Of all the things that might be centralized and nationalized in this poor
man’s life, should it really be his money?

| hope you do not think me hyperbolic when | say that, in my estimation, the -
establishment of a Central Bank Digital Currency — if established as the sole legal
tender in society, akin to the U.S. dollar's status today — would bring about the end of
~ economic liberty as we know it. It is for that reason | am very cautious about
recommending any policy changes that would smooth the path to that potential future.

Several state legislatures across the union appear to share these worries. Concerned
that adopting the UCC definition for “electronic money” would remove a speed bump on
the road to a CBDC — making implementation easier at a future date without deliberate
affirmative action by local legislatures — several states (including New Hampshire,
Colorado, Indiana, Alabama, and Nevada) have adopted all proposed UCC
amendments, with the singular exclusion of this definition.

My report to this subcommittee recommends the model adopted by these states — .
adopting the UCC amendments in full with the exclusion of this definition. Alternatively,
our colleague Rep. Moriarty has recommended adopting the UCC amendments in the’
model of Washington state, — full adoption,, but with a note indicating that nothing in -
the law is intended to endorse the establishment of a CBDC. | believe this is well-
~intended, but by itself | find it insufficient.

After the conclusion of our subcommittee meetings, however, we received an email
(Appendix B) from Ben Orzeske, Chief Counsel for the Uniform Law Commission,
suggesting a third way that we might consider. Mr. Orzeske has suggested that, in
addition to adopting the full UCC amendments, we might consider the adoption of model -
legislation available from ALEC called the “Reject CBDCs and Protect Financial Privacy
Act” (Appendix C). This legislation would prohibit state agencies from accepting or
requiring payment in the form of a central bank digital currency.



The adoption of this legislation would ensure that implementation of a CBDC in the state
of Maine could not easily take place without an affirmative decision by a future Maine
Legislature to change our state policies. As such, | would support full adoption of the
UCC amendments if we included this legal prohibition. Adopting the definition of
“electronic money” may remove a speed bump on the path to a CBDC, but adopting this
prohibition would add a wall.

In conclusion, my recommendatioh to the Judiciary Committee is to either:

1. Partial adoption of the UCC Amendments in the same manner as New
Hampshire, Colorado, Indiana, Alabama, and Nevada , excluding the definition of
“electronic money;” or S

2. Adopt the UCC Amendments in full, along with a prohibition on state agencies
accepting or requiring payment in the form of a CBDC.

Thank you for your consideration on these matters. | am happy.to take any questions.
APPENDIX A.

Your Money AND Your Life
Central Banks Digital Currencies will ransom our future

By Edward Snowden
October 8, 2021

1.

This week's news, or “news,” about the US Treasury’s ability, or willingness, or just trial- -
balloon troll-suggestion to mint a one trillion dollar ($1,000,000,000,000) platinum coin .
in order to extend the country’s debt-limit reminded me of some other monetary reading
| encountered, during the sweltering summer, when it first became clear to many that
the greatest impediment to any new American infrastructure bill wasn’t going to be the
debt-ceiling but the Congressional floor.

That reading, which | accomplished while preparing lunch with the help of my favorite
- infrastructure, namely electricity, was of a transcript of a speech given by one

Christopher J. Waller, a freshly-minted governor of the United States’ 51st and most
powerful state, the Federal Reserve. :

'The subject of this speech? CBDCs—which aren't, unfortunately, some new form of
cannabinoid that you might've missed, but instead the acronym for Central Bank Digital
Currencies—the newest danger cresting the public horizon.




Now, before we go any further, let me say that it's been difficult for me to decide what
exactly this speech is—whether it's a minority report or just an attempt to pander to his
hosts, the American Enterprise Institute.

But given that Waller, an economist and a last-minute Trump appointee to the Fed, will
serve his term until January 2030, we lunchtime readers might discern an effort to
influence future policy, and specifically to influence the Fed’s much-heralded and still-
forthcoming “discussion paper’—a group-authored text—on the topic of the costs and
benefits of creating a CBDC.

That is, on the costs and benefits of creating an American CBDC, because China has
already announced one,-as have about a dozen other countries including most recently
Nigeria, which in early October will roll out the eNaira.

By this point, a reader who isn’t yet a subscriber to this particular Substack might be -
asking themselves, what the hell is a Central Bank Digital Currency? ‘

Reader, | will tell you.

Rather, | will tell you what a CBDC is NOT—it is NOT, as Wikipedia might tell you, a

* digital dollar. After all, most dollars are already digital, existing not as something folded
in your wallet, but as an entry in a bank’s database, faithfully requested and rendered

beneath the glass of your phone. : '

/ Legal claim / Direct payment communications .~ Deferred payment communications @Economic actors

INDIRECT CBDC /r-“"‘ i PERSON The CBDC is indirectly issued by
e the central bank and the indirect
Commercial , " CBDC represents a claim onan
intermediary. Intermediaries

\\w,,. @ MERCHANT handle retail payments, the -

central ‘bank wholesale payments.

EoemaneAR AR

Central Bank .

'DIRECT CBDC

- ‘ - @ person - The CBDC is a direct claim on the
Mw_w/ i @ central bank, which keeps
— real-time records and updates -
~— balances. Private sector companies
may still develop token-based
@ MERCHANT variants or digital banknotes.

" Central Bank _ : :

HYBRID CBDC - - . . Adirect claim on the central bank
. /——_— //—““* * PERSON is combined with a private sector
~ Payment : messaging layer. Payments are
----------- Service ' * handled by intermediaries. The

' Provider ‘ central bank has capacity to restore
Central Bank s QD MERCHANT  retail payments if intermediaries

are under technical stress.

In every example, money cannot exist outside the knowledge of the Central Bank.




- Neither is a Central Bank Digital Currency a State-level embrace of cryptocurrency—at
least not of cryptocurrency as pretty much everyone in the world who uses it currently
understands it. -

Instead, a CBDC is something closer to being a perversion of cryptocurrency, or at least
of the founding principles and protocols of cryptocurrency—a cryptofascist currency, an
evil twin entered into the ledgers on Opposite Day, expressly designed to deny its users
the basic ownership of their money and to install the State at the mediating center of
every transaction. : :

2,

For thousands of years priors to the advent of CBDCs, money—the conceptual-unit of
account that we represent with the generally physical, tangible objects we-call - "
currency—has been chiefly embodied in the form of coins struck from precious metals.
The adjective “precious”—referring to the fundamental limit on availability established by
what a massive pain in the ass it was to find and dig up the intrinsically scarce
commodity out of the ground—was important, because, well, everyone cheats: the
buyer in the marketplace shaves down his metal coin and saves up the scraps, the
seller in the marketplace weighs the metal coin on dishonest scales, and the minter of
the coin, who is usually the regent, or the State, dilutes the preciosity of the coin’s metal
with lesser materials, to say nothing of other methods. '
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The history of banking is in many ways the history of this dilution—as governments

soon discovered that through mere legislation they could declare that everyone within
their borders had to accept that this year's coins were equal to last year's coins, even if
the new coins had less silver and more lead. In many countries, the penalties for casting
doubt on this system, even for pointing out the adulteration, was asset-seizure at best,
and at worst: hanging, beheading, death-by-fire.
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In Imperial Rome, this currency-degradation, which today might be described as a
“financial innovation,” would go on to finance previously-unaffordable policies and
forever wars, leading eventually to the Crisis of the Third Century and Diocletian’s Edict
on Maximum Prices, which outlived the collapse of the Roman economy and the empire
itself in an appropriately memorable way.

Tired of carrying around weighty bags of dinar and denarii, post-third-century

merchants, particularly post-third-century traveling merchants, created more symbolic
forms of currency, and so created commercial banking—the populist version of royal
treasuries—whose most important early instruments were institutional promissory notes, .
which didn’t have their own intrinsic value but were backed by a commodity: They were
pieces of parchment and paper that represented the right to be exchanged for some
amount of a more-or-less intrinsically valuable coinage. '

The regimes that emerged from the fires of Rome extended this concept to establish
their own convertible currencies, and little tiny shreds of rag circulated within the
economy alongside their identical-in-symbolic-value, but distinct-in-intrinsic-value, coin
equivalents. Beginning with an increase in printing paper notes, continuing with the
cancellation of the right to exchange them for coinage, and culminating in the zinc-and-
copper debasement of the coinage itself, city-states and later enterprising nation-states
finally achieved what our old friend Waller and his cronies at the Fed would generously
describe as “sovereign currency:” a handsome napkin.



Sovereign currency, as known to history

Once currency is understood in this way, it's a short hop from napkin to network. The
principle is the same: the new digital token circulates alongside the increasingly-absent
old physical token. At first.

Just as America’s old paper Silver Certificate could once be exchanged for a shiny, one-
ounce Silver Dollar, the balance of digital dollars displayed on your phone banking app
~ can today still be redeemed at a commercial bank for one printed green napkin, so long
as that bank remains solvent or retains its depository insurance.

Should that promise-of-redemption seem a cold comfort, you'd do well to remember that
the napkin in your wallet is still better than what you traded it for: a mere claimon a
napkin for your wallet. Also, once that napkin is securely stowed away in your purse—or
murse—the bank no longer gets to decide, or even know, how and where you use it.
Also, the napkin will still work when the power-grid fails. '

The perfect companion for any reader’s lunch.
.

Advocates of CBDCs contend that these strictly-centralized currencies are the
realization of a bold new standard—not a Gold Standard, or a Silver Standard, or even
a Blockchain Standard, but something like a Spreadsheet Standard, where every
central-bank-issued-dollar is held by a central-bank-managed account, recorded in a
vast ledger-of-State that can be continuously scrutinized and eternally revised.

CBDC proponents claim that this will make everyday transactions both safer (by
removing counterparty risk), and easier to tax (by rendering it well nigh impossible to
hide money from the government). ‘ o




CBDC opponents, however, cite that very same purported “safety” and “ease” to argue
that an e-dollar, say, is merely an extension to, or financial manifestation of, the ever-
encroaching surveillance state. To these critics, the method by which this proposal
eradicates bankruptcy fallout and fax dodgers draws a bright red line under its deadly

~ flaw: these only come at the cost of placing the State, newly privy to the use and o
custodianship of every dollar, at the center of monetary interaction. Look at China, the -
napkin-clingers cry, where the new ban on Bitcoin, along with the release of the digital-
yuan, is clearly intended to increase the ability of the State to “‘intermediate”—to impose
itself in the middle of—every last transaction.

“Intermediation,” and its opposite “disintermediation,” constitute the heart of the matter,
and it's notable how reliant Waller's speech is on these terms, whose origins can be
found not in capitalist policy but, ironically, in Marxist critique. What they mean is: who
or what stands between your money and your intentions for it. '

What some economists have lately taken to calling, with a suspiciously pejorative
emphasis, “decentralized cryptocurrencies’—meaning Bitcoin, Ethereum, and others—
are regarded by both central and commercial banks as dangerous disintermediators;
precisely because they've been designed to ensure equal protection for all users, with
no special privileges extended to the State.

This “crypto”—whose very technology was primarily created in order to correct the

~ centralization that now threatens it—was, generally is, and should be constitutionally
unconcerned with who possesses it and uses it for what. To traditional banks, however,
not to mention to states with sovereign currencies, this is unacceptable: These upstart
crypto-competitors represent an epochal disruption, promising the possibility of storing
and moving verifiable value independent of State approval, and so placing their users
beyond the reach of Rome. Opposition to such free trade is all-too-often concealed
beneath a veneer of paternalistic concern, with the State claiming that in the absence of
its own loving intermediation, the market will inevitably devolve into unlawful gambling -
dens and fleshpots rife with tax fraud, drug deals, and gun-running. '

It's difficult to countenance this claim, however, when according to none other than the
Office of Terrorist Financing and Financial Crimes at the US Department of the
Treasury, “Although virtual currencies are used for illicit transactions, the volume is
small compared to the volume of illicit activity through traditional financial services.”

~ Traditional financial services, of course, being the very face and definition of _
“intermediation”—services that seek to extract for themselves a piece of our every
exchange.

4.

Which brings us back to Waller—who might be called an anti-disintermediator, a
defender of the commercial banking system and its services that store and invest (and



often lose) the money that the American central banking system, the Fed, decides to
print (often in the middle of the night).

You'd be surprisd how many opinion-writers are willing to publicly pretend |
they can't tell the difference between an accounting trick and money-printing.

And yet | admit that | still find his remarks compelling—chiefly because | reject his
rationale, but concur. with his conclusions. '

I's Waller's opinion, as well as my own, that the United States does not need to develop
its own CBDC. Yet while Waller believes that the US doesn’t need a CBDC because of
its already robust commercial banking sector, | believe that the US doesn't need a
CBDC despite the banks, whose activities are, to my mind, almost all better and more
equitably accomplished these days by the robust, diverse, and sustainable ecosystem
of non-State cryptocurrencies (translation: regular crypto).

| risk few readers by asserting that the commercial banking sector is not, as Waller
avers, the solution, but is in fact the problem—a parasitic and utterly inefficient industry -
that has preyed upon its customers with an impunity backstopped by regular bail-outs
from the Fed, thanks to the dubious fiction that it is “too big too fail.” '

But even as the banking-industrial complex has become larger, its utility has withered—
especially in comparison to crypto. Commercial banking once uniguely secured
otherwise risky transactions, ensuring escrow and reversibility. Similarly, credit and
investment were unavailable, and perhaps even unimaginable, without it. Today you
can enjoy any of these in three clicks. -



Still, banks have.an older role. Since the inception of commercial banking, or at least -
since its capltallzatlon by central banking, the industry’s most important function has
been the moving of money, fulfilling the promise of those promissory notes of old by
allowing their redemption in different cities, or in different countries, and by allowing
bearers and redeemers of those notes to make payments on their and others’ behalf -
across similar distances. '-

.
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For most of history, moving money in such a manner required the storing of it, and in
great quantities—necessitating the palpable security of vaults and guards But as
intrinsically valuable money gave way to our little napkins, and napkins give way to the|r
intangible digital equivalents, that has changed.

Today, however, there isn’t much in the vaults. If you walk into a bank, even without a
mask over your face, and attempt a sizable withdrawal, you're almost always going to
be told to come back next Wednesday, as the physical currency you're requesting has
to be ordered from the rare branch or reserve that actually has it. Meanwhile, the guard,
no less mythologized in the mind than the granite and marble he paces, is just an old
man with tired feet, paid too little to use the gun that he carries. '

These are what commercial banks have been reduced to: “intermediating” money-
ordering-services that profit off penalties and fees—protected by your grandfather.



In sum, in an increasingly digital society, there is almost nothing a bank can do to
provide access to and protect your assets that an algorithm can’t replicate and improve
upon.

On the other hand, when Christmas comes around, cryptocdrrencies don't give out
those little tiny desk calendars. '

But let's return to close with that bank security guard, who after helping to close up the *
bank for the day probably goes off to work a second job, to make ends meet—at a gas
station, say.

~ Will a.CBDC be helpful to him? Will an e-dollar improve his life, more than a cash dollar
would, or a dollar-equivalent in Bitcoin, or in some stablecoin, or even in an FDIC-
insured: stablecoin? :

Let's say that his doctor has told him that the sedentary or just-standing-around nature
of his work at the bank has impacted his health, and contributed to dangerous weight
gain. Our guard must cut down on sugar, and his private insurance company—which
he's been publicly mandated to deal with—now starts tracking his pre-diabetic condition
and passes data on that condition on to the systems that control his CBDC wallet, so
that the next time he goes to the deli and tries to buy some candy, he's rejected—he
can't—his wallet just refuses to pay, even if it was his intention to buy that candy for his
granddaughter.

Or, let's say that one of his e-dollars, which he received as a tip at his gas station job,
happens to be later registered by a central authority as having been used, by its -
previous possessor, to execute a suspicious transaction, whether it was a drug deal or a
donation to a totally innocent and in fact totally life-affirming charity operating in a
foreign country deemed hostile to US foreign policy, and so it becomes frozen and even
has to be “civilly” forfeited. How will our beleagured guard get it back? Will he ever be
able to prove that said e-dollar is legitimately his and retake possession of it, and how
much would that.proof ultimately cost him? '

Our guard earns his living with his labor—he earns it with his body, and yet by the time
that body inevitably breaks down, will he have amassed enough of a grubstake to
comfortably retire? And if not, can he ever hope to rely on the State’s benevolent, or
even adequate, provision—for his welfare, his care, his healing? 7

This is the question that I'd like Waller, that I'd like all of the Fed, and the' Treasury, and
the rest of the US government, to answer: : '

Of all the things that might be centralized and nationalized in this poor man’s life, should
it really be his money?
APPENDIX B



LD 91 - Electronic Money Language

Benjamm Orzeske <borzeske@un|formlaws org>

Dear ep Monarty and Sen. Brakey,

Thank you for holding this morning’s hearing on LD 91. | am writing to suggest a possible
resolution to your disagreement about whether to include the UCC's provisions on electronic
money.

If | heard Sen. Brakey’s comments correctly, he said that he thought Rep. Moriarty’s disclaimer
(based on the Washington State bill) lacked teeth, but that he might be open to legislation that
expressly prohibited the use of electronic money to pay state taxes, etc. The American
Legislative Exchange Counc:l (ALEC) has drafted model legislation that fits that descrlptlon tis
available here.

| want to stress that the ALEC model law is not a Uniform Law Commission product, and I am
not endorsing the substance of the text. However, | expect that it will be introduced in several
states (including South Dakota, where the CBDC controversy began) as companion legislation to
the UCC 2022 Amendments. From the perspective of the ULC, enacting the ALEC bill does not
conflict with any provision of the UCC 2022 Amendments and therefore does no harm.

Best regards, :

~ Ben Orzeske

Uniform Law Commission
113 N. Wabash Ave, Suite 1010
Chicago, linois 68602

www. unifarmlaws.org

Benjamin Orzeske

Chief Counsel
Aiffice: (312) 450-6621
A .»lte (312) 480-8941
timal borzeske@uniformlaws.org

APPENDIX C:

" REJECT CBDCS AND PROTECT FINANCIAL PRIVACY ACT

~

Summary

This resolution opposes the adoption and development of a central bank
digital currency (CBDC) and resolves that state agencies will not accept or
require central bank digital currency payments.



(1) Definitions: For the purposes of this chapter, the words defined in this section
have the meaning given.

(a) “Financial Privacy” refers to the‘protection‘ of a citizen’s nonpublic Afina'ncial
information. ‘

(b) “Central Bank Digital Currency” refers to a dig'ital medium of exchange, token,
‘or monetary unit of account issued by the United States Federal Reserve System

" or any analogous federal agency that is made directly available to a consumer by

such entities. The term includes a digital currency, a digital medium of exchange,
or a digital monetary unit of account issued that is processed or validated directly
by such entities. | : o

(c) “State Agency” refers to any public institution of this state.
(2) Declaration:

WHEREAS, a Central Bank Digital Currency has been defined by the Feder‘al
Reserve as a digital form of central bank money that is widely available to the
general public; and ‘

- WHEREAS, central bank money refers to money that is a liability of the central
bank and not of a commercial bank; and :

A WHEREAS, countries around the world, including the United Stateé, are
evaluating whether or not to issue and how to issue and operate a Central Bank
Digital Currency; and

WHEREAS, a Central Bank Digital Currency would fundamentally reimagine our
banking and financial system by changing the relationship between citizens and
the Federal Reserve; and

WHEREAS, a Central Bank Digital Currency would severely undermine finéncial
privacy for consumer and citizens; and

WHEREAS, the availability of a Central Bank Digital Currency in the United
States would undermine the important role banks play in financial intermediation;



and limit credit availability because funds would move from commercial banks to
the Federal Reserve where they cannot be lent back into the economy; and

WHEREAS, a Central Bank Digital Currency would fundamentally rewire our
banking and financial system by changing the relationship between citizens and
the Federal Reserve; and

WHEREAS, a Central Bank Digital Currency would exacerbate economic and
liquidity crises,

WHEREAS, a Central Bank Digital Currency is likely to expand the Fedéral |
Reserve's balance sheet and impede the transmission of sound monetary policy;

(3) Resolved:

(a) No State agency shall accept or require payment using a central bank digital
currency. '

(b) No State agency shall accept payment of taxes or fees in the form of a central
bank digital currency.

(c) Agencies at the remit of the governor and relevant agencies shall undertake all

. good faith efforts to oppose testing, adophon and implementation of a central
bank digital currency.

(d) If any provision of this act or its application to any person or cwcumstance s
held invalid, then the invalidity shall not affect other provisions or applications of
the act that can be given effect without the invalid provision or application and to
that end, the provisions of this act shall be severable.

(e) This state calls on Congress to use its federal legislative authority to proh|b|t
~ the establishment of a Central Bank Digital Currency.



