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The entity of a smart contract and its unique
Intrinsic characteristics in blockchain technology
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Abstract:

Digital technological developments have witnessed a rapid boom in various
aspects of modern life, and blockchain technology has emerged as one of the
most prominent technological innovations that has changed the concept of
financial and commercial transactions. In the realm of this transformation, smart
contracts have emerged as an advanced form of encrypted and automated
execution of contractual obligations, raising fundamental questions about the
extent to which the traditional legislative framework is compatible with
containing this contemporary technology.

In this context, the research aims to understand the nature of smart
contracts in blockchain technology by highlighting the legal jurisprudential
division of their true nature and determining whether they constitute a contract
in the legal sense or merely a technical mechanism for enforcing obligations.
This research also aims to shed light on the features and characteristics that
make smart contracts a distinct form of contract, given their technical and legal
advantages that distinguish them from other traditional and electronic contracts.
This contributes to building a comprehensive understanding of the adaptability
of this contemporary type of contract.

In this regard, the problematic aspect of this research centers on the
contradiction between the views of legal scholars regarding the nature of a smart
contract and its precise classification. Is it considered a contract in the traditional
legal sense, in accordance with established legal principles, or merely a
computer program for implementing obligations? There are also legal gaps in
the unique features and characteristics of smart contracts, particularly in terms of
their compatibility with existing legal frameworks and the applicability of
traditional legal provisions to them.
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In this context, the research concluded and presented proposals and
recommendations, including that the conditional nature of smart contracts is one
of their most prominent features, as the implementation of each obligation
depends on the fulfillment of specific, interconnected conditions.

Automated execution is the essence of smart contracts, where obligations are
automatically executed once pre-defined conditions are met, without the need for
human intervention or external intermediaries. Automatic verification of conditions
Is performed via external data sources and responds immediately to any changes in
the conditions or data. Once execution begins, it cannot be stopped or postponed and
Is executed according to precisely programmed criteria. Automatic execution reduces
the possibility of either party breaching their contractual obligations, as the contract
IS executed when its terms are met. It leaves no room for non-execution, as it is
executed according to algorithmic codes beyond the control of both parties to the
contract and third parties. In addition to the above, automatic execution will also
contribute to reinforcing the principle of the binding force of the contract, making it
difficult for any contracting party to evade the fulfillment of their contractual
obligations. The smart contract will also enhance the principle of transactional
stability, as the contracting party cannot back out of the contract or exercise
contractual options such as the option of inspection, trial, or tasting.

Keywords: Smart Contract, Blockchain, Distributed Ledger Technology,
Automatic Execution, Conditional Execution.
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@ Dr. Mustapha Mekki, Le juge et la blockchain :I’art de faire du nouveau vin dans de

vieilles outres, a research available at:
https://mustaphamekki.openum.ca/files/sites/37/2019/10/5.Mekki-juge-et-blockchain.pdf
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@ Dr. Mustapha Mekki, Blockchain : I’exemple des smart contracts,p2-3 a research available
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Dr. Mohamad Arfan Elkhatib, blockchain And Smart-Contracts, An Example of Coexistence

between Law and the Corresponding Sciences, Economics and Mathematics as An Example -

A Reading in Philosophy and Authenticationbau, a Research published in Journal of Legal

Studies, Issued by Beirut Arab University, Volume. 2020, p8. Article 3. A vailable at:

https://digitalcommons.bau.edu.lb/Isjournal/vol2020/iss2020/3
©) Dr. Mohamad Arfan Elkhatib, blockchain And Smart-Contracts, Ibid, p.24.
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®) T.J. de Graaf, from old to new: from internet to smart contracts and from people to smart
contracts, A research published in Computer Law & Security Review, Volume 35, Issue 5,
2019, available at:
https://www.sciencedirect.com/science/article/abs/pii/S0267364919300147?via%3Dihub

®) Farshad Ghodoosi, contracting in the Age of Smart Contracts, A research published in
Washington Law Review, VVolume 96, Number 1, 2021, available at:
https://heinonline.org/HOL/LandingPage?handle=hein.journals/washlr96&div=5&id=&page=

19 Hamed Taherdoost Smart Contracts in Blockchain Technology: A Critical Review, p3, A
research available at: https://ssrn.com/abstract=4626828

) Enguerrand Marique, Les smart contracts en Belgique: une destruction utopique du besoin
de confiance, in Dalloz, IP/IT, N 1, 2019, p 24.
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14 Samuel Bourque, Sara Fung Ling Tsui, A Lawyer’s Introduction to Smart Contracts,
Scientia Nobilitat Reviewed Legal Studies Lask, The Republic of Poland, 2014, p. 4.
available at:
https://d1b10bmlvgabco.cloudfront.net/attach/ihxhd3vwmmb6q7/ihxhdojgu4riww/ip8arzf
sgvkr/A_Lawyers_Introduction_to_Smart_Contracts.pdf

(15 Alexander Savelyev, Contract Law 2.0: (smart) Contracts as the Beginning of the End of
Classic Contract Law, This Working Paper is an output of a research project implemented
at the National Research University Higher School of Economics (HSE), 2016, p7.
available at:_https://papers.ssrn.com/sol3/papers.cfm?abstract id=2885241.
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@3 Daniel C. Sloan, Smart Contracts: A Leap Forward in Technology and a Step Backward in
Law, Washburn Law Digital Collections. available at:
file:///C:/Users/GOLDEN/Downloads/wlj_7365.pdf

@4 Tiffany M. Sillanpaa, Freedom to (Smart) Contract: The Myth of Code and Blockchain
Governance Law, a research published in IALS Student Law Review (7), 2 (2020).
Available at:_https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3715647
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42 Smart contracts, like vending machines, are designed to solve a basic mistrust problem: for
details see: Gregory Klass, How to Interpret a Vending Machine: Smart Contracts and Contract
Law, a research published in Georgetown Law Technology Review, Volume. 7, Issue 1, P.74.
Anna Duke, What Does the CISG Have to Say About Smart Contracts? A Legal Analysis, a
research published in Chicago Journal of International Law, Volume 20, Number 1, Article 4,
2019, p.146-147. Kevin T. McCarthy, Blockchain “Smart Contracts”, 2018, p14,
https://perma.cc/8LHV-D8B4. James Howell, Top Examples of Smart Contracts, 2024,
https://101blockchains.com/top-smart-contracts-examples/. Jeremy  Timessen, How  Smart
Contracts Are Like Vending Machines, 2022, https://coinsbench.com/how-smart-contracts-are-
like-vending-machines-eefal0021540 Schéar, Fabian and Schuler, Katrin and Wagner, Tobias,
Blockchain Vending Machine: A Smart Contract-Based Peer-to-Peer Marketplace for Physical
Goods: Proceedings of the 55th Hawaii International Conference on System Sciences | 2022
available at: https://mpra.ub.uni-muenchen.de/101733/1/MPRA_paper_101733.pdf
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Guidance Note on Adopting Smart Contracts and their Legal Enforceability in Arab
Countries, Arab Monetary Fund, 2022, available at:

https://www.amf.org.ae/en/publications/guiding-principles/guidance-note-adopting-smart-
contracts-and-their-legal
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“OKoteswara Rao Ballamudi, Blockchain as a Type of Distributed LedgerTechnology, a
research published in Asian Journal of Humanity Art and Literature,Volume3, Number2,
2016, p127-129.

“1) Lol n° 2016-1691 du 9 décembre 2016 relative & la transparence, a la lutte contre la

corruption et a la modernisation de la vie économique, available at:
https://www.legifrance.gouv.fr/loda/id/JORFTEXT000033558528
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“3) Ordonnance n°2016-520 du 28 avril 2016 Abrogé par Ordonnance n°2021-1735 du 22

décembre 2021.available at:
https://www.legifrance.gouv.fr/codes/id/LEGISCTA000032468119/2016-10-01
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“S) Ordonnance n° 2017-1674 du 8 décembre 2017 relative & I'utilisation d'un dispositif
d'enregistrement électronique partagé pour la représentation et la transmission de titres
financiers. Available at: https://www.legifrance.gouv.fr/jorf/id/JORFTEXT000036171908/
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“7) LOI n° 2019-486 du 22 mai 2019 relative a la croissance et la transformation des

entreprises. Available at:
https://www.legifrance.gouv.fr/loda/id/JORFTEXT000038496102
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®0Arizona Revised Statute2023-Title 44 -Trade and Commerce § 44-7061 - Signatures and
records secured through blockchain technology; smart contracts. https://law.justia.com/

GDArkansas Code Title 25. State Government § 25-32-122. Signatures and records secured
through blockchain technology available at: https://law.justia.com/
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54 Tennessee Code2023, Title 47 - Commercial Instruments and Transactions (§§ 47-1-101 -
47-50-121) Chapter10 -Uniform Electronic Transactions (88 47-10-101- 47-10-202) Part 2
- Distributed Ledger Technology (88 47-10-201- 47-10-202).

%) Blockchain Illinois Technology Act. (205 ILCS 730)

®®) Ohio Revised Code2021, Title 13, Commercial Transactions, Chapter 1306, Uniform
Electronic Transactions Act. Section 1306.01, Definitions.

®7) Oklahoma Senate Bill, Uniform Electronic Transactions Act, SECTION 1. Amendatory
12A 0O.S. 2011, Section 15-102.

©8) South Dakota Codified Laws2023, Title 47 — Corporations, Chapter 31B - Uniform
Securities Act Of 2002, Section 47-31B-202 - Exempt transactions.

9 AZ Rev Stat § 44-7061-A-B 2023, AR Code § 25-32-122 —B-C(2023), TN Code § 47-10-
202-A-B)2023(.
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®0) AZ Rev Stat § 44-7061-C (2023(, AR Code § 25-32-122 —2(2023, TN Code § 47-10-202-
C (2023)

©1) Jowa Code § 554E.3-2-B (2023).

©2) Jowa Code § 554E.3-1 (2023), Legal effect of distributed ledger technology and smart
contract.

©3) Illinois Statutes Chapter 205, Financial Regulation § 730/10. Permitted use of blockchain-C

®4) AR Code § 25-32-122 —D-1(2023).

®5) AZ Rev Stat § 44-7061-C (2023).

®8) TN Code § 47-10-202-2 (2023).
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(") Chandramouli Subramanian, Asha A George, Abhilash K A, Meena Karthikeyan,
Blockchain Technology, Universities Press (India) Private Limited, Distributed by Orient
Blackswan Private Limited, India, 2020, p31, p49.
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Andreas M. Antonopoulos, Mastering Bitcoin: Programming the Open Blockchain, O'Reilly
Media, 2nd Edition, 2017. Don Tapscott & Alex Tapscott, Blockchain Revolution: How the
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Technology Behind Bitcoin Is Changing Money, Business, and the World, Portfolio
Publisher, 2016. Elad Elrom, The Blockchain Developer: A Practical Guide for Designing,
Implementing, Publishing, Testing, and Securing Distributed Blockchain-based Projects,
Apress, 2019. Paul Vigna & Michael J. Casey, the Truth Machine: The Blockchain and the
Future of Everything, Martin's Press, New York, 2018.
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Alexander Savelyev, Alexander Savelyev, Contract Law 2.0: «smart» Contracts as the

Beginning of the End of Classic Contract Law, Op. cit. p127.

8L Jamal Hayat Mosakheil, Security threats Classification in Blockchains, A thesis submitted
to the faculty of St. Cloud State University in partial fulfillment of the requirements for the
degree of Master of Science in Information Assurance, 2018, p. 20.
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®8) Joana Vasiu, Lucian Vasiu, A Framework for Effective Smart Contracting, a research
published in Bratislava Law Review, Babes-Bolyai University - Faculty of Law, Vol. 7,
No. 2, 2023, p111.

®7) Claire Leveneur. Les smart contracts: étude de droit des contrats a 1’aune de la blockchain,
These de doctorat, Université Paris-Panthéon-Assas, 2022. p. 287. Abdoulaye DIALLO,
Ecriture de contrats intelligents: essai de méthodologie en droit et env Informatique,
THESE Pour obtenir le grade de Docteur De L’université Grenoble Alpes, p.21.
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®9) Clifford chance, Are Smart Contracts Contracts, Thought Leader Press, 2017, p.4.
avaliable at:
https://www.cliffordchance.com/content/dam/cliffordchance/briefings/2017/08/are-smart-
contracts-contracts.pdf

®0) Scott A. McKinney, Rachel Landy, Rachel Wilka, Smart Contracts, Blockchain, and the
Next Frontier of Transactional Law, Washington Journal of Law, Technology & Arts,
Volume 13, Issue 3, 2018, p324-325.

®1 Aaron Wright and Primavera De Filippi, Decentralized Blockchain Technology and the
Rise of Lex Cryptographia, a research published in SSRN Electronic Journal, 2015, p.24.
Available at SSRN: https://ssrn.com/abstract=2580664. Alexandros A. Papantoniou, Smart
Contracts in the New Era of Contract Law, a research published in Digital Law Journal,
Volumel, Number 4, 2020, p.5-6. Available at:
https://www.digitallawjournal.org/jour/article/view/30.

©2) Alexander Savelyev, Contract Law 2.0: Smart, Contracts As The Beginning Of The End
Of Classic Contract Law, Working Paper National Research University Higher School of
Economics (HSE), published in Information & Communications Technology Law Journal
,Volume 26, Issue 2, 2017, p128. P.15. Available at:
https://doi.org/10.1080/13600834.2017.1301036

©3) Scott A. McKinney, Rachel Landy, Rachel Wilka, Smart Contracts, Blockchain, and the
Next Frontier of Transactional Law, Op. cit. p.330.
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©9) Jeffrey D. Neuburger, Wai L. Choy, And Kevin P. Milewski, Proskauer Rose LIp with Practical

Law Commercial Transactions, Smart Contracts: Best Practices, 2019, p.2. available at:
https://ww.blockchainandthelaw.com/2019/11/smart-contracts-best-practices/
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(102 Charlotte ENE, Smart contracts - the new form of the legal agreements, Proceedings of
the International Conference on Business Excellence, Volume 14, Issue 1 ,2020, p.3
availibale at: https://sciendo.com/article/10.2478/picbe-2020-0113

(103) Seott A. McKinney, Rachel Landy, Rachel Wilka, Smart Contracts, Blockchain, and the
Next Frontier of Transactional Law, Op. cit, p330.

(104 Mahammedi Abdelkhalak, Khelkhal Maroua, A smart contract is an autonomous contract,
Psychology and Education Journal, Volume60, Number 2 ,2023, p.1848. availibale at:
https://psychologyandeducation.net/pae/index.php/pae/article/view/8020/6359
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A= L cGild) el
@07 Scott A. McKinney, Rachel Landy, Rachel Wilka, Smart Contracts, Blockchain, and the Next
Frontier of Transactional Law, Op. cit, p324.
(108) Hamed Taherdoost, Smart Contracts in Blockchain Technology: A Critical Review, Op. cit, p9.
199 Aaron Wright & Primavera De Filippi, Decentralized Blockchain Technology and The Rise of
Lex Cryptographia, Op. cit, p24.
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Alexander Savelyev, Contract Law 2.0: «<Smart» Contracts as The Beginning of The End of
Classic Contract Law, Op. cit, p13-14. Gregory Klass, How to Interpret a Vending Machine:
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Smart Contracts and Contract Law, a resrarch published in Georgetown Law Technology

Review, issued by Georgetown University Law Center, Volume 7, Issue 1, 2023, p73-78.

Y Dr. Eliza Mik, Smart Contracts: Terminology, Technical Limitations and Real-World
Complexity, a research published in Law Innovation and Technology journal, Publisher
Routledge, Volume9, Issue2 ,2017, p11.

VG bl jread) ¢ uaSollly LS Sgial) ciuat glana o ()
(1% Aaron Wright, & Primavera De Filippi, Decentralized Blockchain Technology and The
Rise of Lex Cryptographia, Op. cit, p26.
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19 For details see: Gerardus Blokdyk, Smart Contract Oracle,
Publisher:5STARCooks, *Edition 2022, p133-145. Robert van Molken, Blockchain across
Oracle, Packt Publishing,2018. Javier Sanchez-Rivero, Daniel Talavan, Jose Garcia-
Alonso, Antonio Ruiz-Cortés, Juan Manuel Murillo, Automatic generation of efficient
oracles: The less-than case, a research published in Journal of Systems and Software,
Volume 219, 2025, available at:
https://www.sciencedirect.com/science/article/pii/S0164121224002474?ssrnid=4594664&
dgcid=SSRN _redirect_SD

(120) an article available at :https:/plisio.net/ar/blog/blockchain-oracle-types-uses-and-how-it-works

For details see: Eliza Mik, Smart Contracts and the 'Oracle Problem' in the Context of InsurTech, a

research available at: https://papers.ssrn.com/sol3/papers.cfm?abstract_id=4390271
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6) LOI n° 2016-1691 du 9 décembre 2016 relative a la transparence, a la lutte contre
la corruption et a la modernisation de la vie économique, available at :
https://www.legifrance.gouv.fr/loda/id/JORFTEXT000033558528

7) Ordonnance n°2016-520 du 28 avril 2016 Abrogeé par Ordonnance n°2021-1735
du 22 décembre 2021.
https://www.legifrance.gouv.fr/codes/id/LEGISCTA000032468119/2016-10-01

8) Ordonnance n° 2017-1674 du 8 décembre 2017 relative a l'utilisation d'un
dispositif d'enregistrement électronique partagé pour la représentation et la
transmission de titres financiers
https://www.legifrance.gouv.fr/jorf/id/JORFTEXT000036171908/

9) https://www.legifrance.gouv.fr/loda/id/JORFTEXT000037852460

10) LOI n° 2019-486 du 22 mai 2019 relative a la croissance et la transformation des
entreprises
11) https://www.legifrance.gouv.fr/loda/id/JORFTEXT000038496102
14 5l claglailly AadisY)y (uilsdl) @

1) Arizona Revised Statute2023-Title 44 -Trade and Commerce § 44-7061 -
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