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A Bitcoin Primer for 
Attorneys
Peter Roldan

L
ast year was a big year for bitcoin.  After first gaining notoriety 
as the currency of choice for purveyors of black market goods 
on the dark web, bitcoin has since shed that reputation and is 
gaining widespread acceptance both as a means of conducting 
financial transactions and as an investment vehicle.  Bitcoin 
became a phenomenon last year when its value soared from 
approximately $1,000 at the beginning of 2017 to a high of 
over $19,000 in December, and, at the time that this article 
was submitted for publication, bitcoin was trading at around 
$14,000.  It’s anyone’s guess what the price will be by the 
time you read this.

With all of the recent attention, it’s no surprise that more attorneys are 
becoming interested in using bitcoin for their practices. This article is 
intended to help attorneys who are new to bitcoin and cryptocurrency 
better understand the novel issues and risks associated with its use.
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Bitcoin has all of the characteristics of money—
durability, portability, fungibility, scarcity, divisibility, 
and recognizability. But unlike fiat currencies like the 
U.S. dollar (USD), which derive their value by virtue of 
government decree, or commodities such as gold and silver, 
which have intrinsic value, the value of bitcoin is derived 
solely from people willing to accept bitcoin as payment.

Why Use Bitcoin?

There are a number of reasons that a law firm would want 
to use bitcoin. One is client demand.  As acceptance of 
bitcoin becomes more widespread, clients may prefer 
bitcoin for the advantages that it confers over traditional 
methods of payment.

What Is Bitcoin?

Bitcoin (BTC) is a digital asset and an innovative payment 
system released as open-source software in 2009.  Unlike 
traditional banking, the system operates peer-to-peer, 
and transactions take place between users without an 
intermediary. These transactions are verified by network 
nodes and recorded in a publicly distributed ledger called 
the blockchain, which uses bitcoin as its unit of account.  
Although there are many other cryptocurrencies now in 
circulation, bitcoin was the first decentralized digital currency 
and is currently the largest in terms of market capitalization.  
For the purposes of this article, we will use bitcoin as a 
proxy for other decentralized digital currencies that utilize 
cryptography and blockchain technology, prominent 
examples of which include Ethereum and Litecoin.
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The nature of the blockchain makes bitcoin transactions 
completely transparent and less susceptible to fraud.  
Transaction costs for bitcoin can be lower than the costs of 
credit card payments and wire transfers.  Clients, especially 
those based outside of the U.S., may also find paying in 
bitcoin more convenient than going through a bank.

Risks Associated With Bitcoin

Despite the reduced chance of fraudulent transactions 
on the blockchain, there are still some significant risks 
associated with the use of bitcoin.  Theft via hacking is 
probably the biggest threat facing firms that use bitcoin and 
maintaining adequate security for the private keys that track 
bitcoin ownership is crucial.  Firms that transact in bitcoin 
via online wallet services, such as the popular Coinbase 
platform, need to take adequate precautions to protect their 
accounts as well as any associated email or phone accounts, 
as these can be used by hackers to gain unauthorized access 
to these wallets.

Firms that intend to hold large amounts of bitcoin either 
for their own account or in trust for a client should 
consider “cold storage,” which typically involves the use 
of an offline hardware wallet or flash drive to store private 
keys, making them less susceptible to hacking attempts.  
One disadvantage of cold storage, however, is that if the 
physical wallet containing the keys is lost or destroyed, 
there is no way to recover the bitcoin associated with the 
lost private keys.

Another risk is volatility. Intraday gains or losses of 20 
percent are not unheard of in the current bitcoin market.  
Moreover, the meteoric rise of bitcoin in 2017 has led 
some prominent analysts to conclude that its value is 
unsustainable and due for a massive correction. Others have 
gone so far as to label bitcoin a fraud or Ponzi scheme, while 
more optimistic prognosticators believe that bitcoin’s value 
has yet to approach any type of ceiling.

Accepting Bitcoin as Payment 
for Legal Services

There are no California authorities that restrict attorneys 
from accepting bitcoin as payment for legal services.  But 
given the current volatility of bitcoin, most firms will likely 
view it as another avenue of payment to offer their clients 
in addition to checks, credit cards, and wire transfers, rather 
than actually pricing their services in bitcoin.   

When agreeing to accept bitcoin as payment for invoices 
denominated in USD, firms should make sure that their fee 
agreements set forth exactly how the exchange rate will be 
calculated for such payments. One option would be to agree 
that the client will be credited with an amount in USD that 
is based on the USD/BTC exchange rate at the time that it 
is sent from the client’s wallet.  This would put any volatility 
risk on the firm rather than the client.

Once a firm has received bitcoin, there are multiple exchanges 
on which firms can sell their bitcoin for USD that can then 
be transferred to the firm’s bank account. Firms may also 
choose to hold their bitcoin either as an investment or for 
use as payment to vendors that accept bitcoin.

Firms wishing to price their services in bitcoin need to be 
mindful of the prohibition on unconscionable fees which 
could come into play should the value of bitcoin continue 
its rapid ascent.  Conversely, if the value of bitcoin were 
to crash, a firm might find itself underpaid for its services.  
One option for mitigating this risk is to include a provision 
in the fee agreement that allows for periodic adjustment of 
rates based on the BTC/USD exchange rate.  Firms should 
also be sure that their fee agreements include a disclaimer 
and an acknowledgement by the client of the volatility 
associated with bitcoin.

May Attorneys Hold Bitcoin In Trust?

While bitcoin resembles money in many ways, it cannot 
be deposited into a bank, and therefore cannot be held in 
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a traditional client trust account.  Nevertheless, there is no 
prohibition on holding bitcoin in trust for a client so long as 
it is stored securely and the firm maintains a complete record 
of the bitcoin being held. Holding each client’s bitcoin in a 
secure wallet and keeping a written ledger of bitcoin going in 
and out of the wallet should satisfy this requirement.

A more interesting question is whether a firm can accept 
and hold bitcoin as an advance deposit for future legal fees 
and costs.

With respect to advance legal fees, attorneys are not required 
to deposit these into a client trust account.1 They should, 
however, make it clear to the client how their bitcoin 
deposits will be credited towards future fees. If the firm 
prices its services in USD, then one option, as discussed 
above, is to credit the client with a fixed amount of USD 

based on the value of the bitcoin at the time it is transferred 
to the firm.  For example, if the client makes a deposit of 
bitcoin valued at $25,000 at the time of payment and the 
firm’s hourly rate is $500/hour, the client will be entitled 
to receive 50 hours of future legal services regardless of 
whether the price of bitcoin rises or falls after the deposit.  
Once the amount of the credit is established, the firm can 
then choose whether it wants to sell the bitcoin or hold it 
and assume the volatility risk.

The issue of advance deposits for costs and expenses is 
trickier, as attorneys are required to deposit “[a]ll funds 
received or held for the benefit of clients...including 
advances for costs and expenses” into a client trust bank 
account.2 However, while bitcoin may resemble money or 
funds, it is really more akin to property or a commodity 
because, unlike fiat currencies, bitcoin does not derive its 
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value via the imprimatur of a sovereign government.3 The 
Internal Revenue Service also treats bitcoin as property for 
tax purposes.4 As such, the aforementioned requirement 
arguably does not apply to deposits made in bitcoin.

As a practical matter, however, even when the day comes 
that bitcoin becomes widely accepted by vendors, attorneys 
will still need to pay court fees in USD.  Therefore, it makes 
sense for law firms to convert bitcoin deposits earmarked for 
costs and expenses into USD and hold them in traditional 
client trust accounts.

Attorneys looking to become involved with the proverbial 
brave new world of bitcoin need not be dissuaded by the 
fact that there is little formal guidance on its use from 
the governing bodies that regulate attorney conduct.  The 
same was once true of credit cards, which were considered 
“unprofessional” not that long ago.  Until the law catches 

up with technology, attorneys using bitcoin need only to go 
in with eyes wide open, keep their clients informed, and stay 
mindful of the unique issues and risks involved.

Peter Roldan is a partner with Emergent LLP, a commercial 
litigation firm based in San Francisco, and he leads Emergent’s 
Blockchain and Digital Currency practice group.

Notes:
1 See Baranowski v. State Bar, 24 Cal.3d 153, 163-164 (1979).
2 California Rule of Professional Conduct 4-100.
3 See United States v. Petix, No. 15-CR-227A, 2016 WL 7017919 
(W.D.N.Y. Dec. 1, 2016) (finding that bitcoin was not “funds” or 
“money” as the term is commonly understood because it does not 
issue from or enjoy the protection of any sovereign).
4 See IRS Notice 2014-21 (4/14/14).
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