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Smart contracts are digital protocols that automatically execute, verify, or enforce the terms of a contract
without the need for intermediaries. They are built on blockchain technology, allowing for transparency,
security, and tamper-proof record-keeping.

One of the primary benefits of smart contracts is their potential to streamline and automate complex processes,
reducing the need for manual intervention and minimizing human error. This efficiency can lead to cost
savings and faster transactions.

The legal status of smart contracts varies across jurisdictions. Courts and regulatory bodies are grappling with
how to classify these contracts and determine their enforceability under existing laws.

For a contract to be legally binding, it typically requires offer, acceptance, consideration, and an intention to
create legal relations. Smart contracts must fulfill these criteria while navigating the intricacies of code-based
agreements.

Digital signatures play a crucial role in establishing the identity of the parties involved in a smart contract.
Legal frameworks need to adapt to recognize these electronic signatures as equivalent to their physical
counterparts.

Smart contracts automatically execute predefined actions when certain conditions are met. However, legal
disputes may arise if the automated execution does not align with the parties' intentions or if unforeseen
circumstances occur.

The immutability of blockchain, while enhancing security, presents challenges when errors occur in the code.
Legal mechanisms must be established to address such scenarios and allow for corrections or amendments.
Smart contracts often rely on external data (e.g., market prices) called oracles. Determining the reliability and
liability of oracles becomes vital in cases where contract execution depends on their inputs.

Blockchain operates on a global scale, transcending traditional jurisdictional boundaries. This raises questions
about which legal framework applies in case of disputes and how international laws can be harmonized.
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Industries subject to regulations, such as finance and healthcare, must ensure that their smart contracts adhere
to legal requirements. Striking a balance between automation and regulatory compliance is a significant
challenge.

The concept of smart property, where physical assets are linked to smart contracts, raises novel legal questions
about ownership, transfer of ownership, and liability for damages involving such assets.

Ensuring the enforceability of smart contracts is a cornerstone of their legal recognition. Clear provisions for
dispute resolution and remedies must be incorporated into the code or referenced external mechanisms.
Smart contracts may involve the processing of personal data. Adhering to data protection regulations, such as
GDPR, becomes crucial when coding contracts that handle sensitive information.

Some smart contracts are designed to be self-amending based on changing circumstances. Balancing the
autonomy of such contracts with the need for external oversight poses legal challenges.

The intersection of smart contracts and intellectual property rights necessitates clear delineation of ownership,
licensing terms, and royalty distribution for code-based creations.

The code governing smart contracts essentially becomes the contract itself. This shift challenges traditional
notions of contract law and requires legal systems to adapt to new modes of agreement.

Smart contracts have the potential to reduce the need for traditional litigation. However, mechanisms for
alternative dispute resolution within the digital realm need to be developed and integrated.

As smart contract adoption continues to grow, legal systems are likely to evolve to accommodate the unique
challenges and opportunities presented by these digital agreements.

Conclusion. The legal regulation of smart contracts is a complex and dynamic process that requires
collaboration between legal experts, technologists, and regulators. Finding the right balance between
embracing innovation and safeguarding legal principles will be essential as the world navigates the uncharted
territory of code-based agreements.

References:

1. Zou W. et al. Smart contract development: Challenges and opportunities /IEEE Transactions on
Software Engineering. — 2019. — T. 47. — Ne. 10. — C. 2084-2106.

2. Wang S. et al. An overview of smart contract: architecture, applications, and future trends //2018 IEEE
Intelligent Vehicles Symposium (1V). — IEEE, 2018. — C. 108-113.

3. Zheng Z. et al. An overview on smart contracts: Challenges, advances and platforms //Future
Generation Computer Systems. — 2020. — T. 105. — C. 475-491.

4. Bragagnolo S. et al. Smartinspect: solidity smart contract inspector //2018 International workshop on
blockchain oriented software engineering (IWBOSE). — IEEE, 2018. — C. 9-18.

5. Abdurakhmanova N. PROSPECTS FOR SETTLEMENT OF SMART CONTRACTS IN THE
REPUBLIC OF UZBEKISTAN //American Journal Of Social Sciences And Humanity Research. —
2023. —T.3.—Ne. 02. — C. 77-81.

6. boOyp M. IlpoGneMbl 3aKOHOJATEIBHOIO PETYJIUPOBAHUS M3BATUS 3E€MENbHBIX YYaCTKOB ISt
roCy/IapCTBEHHBIX U OOIIECTBEHHBIX HYXJ B PecnyOnuke Y3b6ekucran //FOpuct Ax6opoTHOMacH. —
2021. —T.2.—Ne. 1. - C. 86-97.

7. Abdurakhmanova N. PROSPECTS FOR SETTLEMENT OF SMART CONTRACTS IN THE
REPUBLIC OF UZBEKISTAN //American Journal Of Social Sciences And Humanity Research. —
2023. - T.3.—Ne. 02. — C. 77-81.

8. PaxmonoBa M. [Ipo6GiieMbl npaBONPUMEHUTEIHHON MPAKTUKU 3alIUTHl PAaB HAa TOBapHbIE 3HAKU U
BO3MOJKHBIE TTyTH UX paszpenreHus //Review of law sciences. — 2020. — T. 2. — Ne. Crrenigbimyck. — C.
97-104.

9. Abdixakimov, I., 2022. Cyber Crimes in Digital Economy. Elita. uz-Elektron llmiy Jurnal, 1(1), pp.1-
5.

10. To‘Raqulova N. MUALLIFLIK HUQUQI OBYEKTLARI MUHOFAZASINI TA’MINLASHDA
BLOKCHEYN TEXNOLOGIYASINING AHAMIYATI //Central Asian Research Journal for
Interdisciplinary Studies (CARIJIS). — 2022. — T. 2. — Ne. 5. — C. 290-300.

65
https://periodica.com



