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Legal basis of concluding smart contracts by using blockchain technologies
Annotation

The dissertation topic is a revolutionary event of the twenty-first century and part
of the fourth industrial revolution, "Legal Foundations of Smart Contracts Using
Blockchain Technologies." Researching the mentioned topic and solving the issue
of its regulation will be a significant challenge and a step forward for Georgia, the
regulation of this issue will play an important role in the country's development.
As we know, blockchain and smart contracts are quite successfully used by various
developed countries. Georgia played its part, when addressing land registration in
2016, which is still considered as one of the successful projects. Naturally, its
implementation cannot fully digitize all types of contracts; however, for simple
contracts, it will be the best option to save time and resources, which will be more
accessible to the public. For this, a lot of work and many important steps need to
be taken, including the first step of raising public awareness regarding the issue.
Answering one of the important questions, whether technology will replace
humans or not, and resolving many other issues will be crucial. Although the
question of whether technology will replace a person arises most often in society,
we can safely say that the complete replacement of a person is impossible. The
purpose of the mentioned research regarding this issue is not to replace lawyers,
notaries, and people of various professions but to simplify processes, thereby saving

people's time and resources.

It is also a fact that there are many issues to be resolved before regulation. We
should consider all possible options, analyzing the pros and cons based on the
examples of different countries where smart contracts and blockchain are actively
used. Additionally, we need to understand the judicial practices of different
countries and choose the best option for precedence. However, before that, it is
necessary to determine its exact definition and consider in what form or part it

should be implemented to the Civil Code. If we give it a specifically defined place
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in the Civil Code, it will automatically lead to a number of changes in the Civil
Procedure Code of Georgia. We should also create an appropriate basis to discuss

the issue of its legal recognition and, accordingly, its enforcement mechanism.

This dissertation encompasses the relevance of the topic, research goals, problems,
sources, objects, subjects, history of the issue, theoretical basis of the work,
methodology, scientific novelty, value, purpose, and others discussed in the

introduction.

The paper delves into the concept of a smart contract, its place in technology law,
the content of a smart contract, the essence of blockchain technology used in a
smart contract, and legal problems. It also discusses the concept of blockchain
technology, its origin, legal regulation, execution, and the history and importance
of transactions in the modern world. Moreover, it explores the role of technology,
its innovations, benefits to society, and the fourth industrial revolution, which laid
the foundation for modern technologies, with blockchain as its "firstborn"

potentially changing the world.

Regarding the content of the contract, the paper discusses its parts and
implementation as an important aspect of law. It also mentions the first tax-legal
definition associated with blockchain technologies. Specifically, with the public
decision N201 issued by the Minister of Finance of Georgia on June 28, 2019, titled
"On the taxation of crypto-assets and computing power supply operations for its
extraction," crypto-assets were officially defined at the legislative level. According
to the document, a crypto-asset is defined as a digital asset whose storage and
exchange occur electronically through a peer-to-peer (decentralized) network,
without the need for a trusted intermediary, operating on distributed ledger
technology (DLT) through software utilizing cryptographic methods. A crypto-
asset is a digital representation of value, issued and exchanged via a decentralized
consensus mechanism, without a central issuer or regulatory body, with ownership

confirmed by cryptographic methods. Each unit of a crypto-asset holds market
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value, is issuable, ownable, transferrable, divisible, and tradable. However, it's
important to note that a crypto-asset is not recognized as legal tender or electronic

money under Georgian legislation.

Crypto-asset mining involves creating new blocks to maintain the crypto-asset
platform's functionality, for which miners are rewarded with crypto-assets. This
process operates on two main principles: either the miner generates new crypto-
assets within their block according to a specific algorithm, which is then confirmed
by other miners, or the miner receives a reward for processing transactions. The
reward amount may be predetermined, algorithmically calculated, or market-
determined. Mining requires specific hardware, software, and internet access, with
the efficiency depending on computing power, measured as the unit of power by

which a computer executes operations.

The subsequent section of the dissertation delves into the regulation of blockchain
and smart contracts, emphasizing their significance and providing an example of a
public registry, showcasing Georgia's pioneering use of open blockchain
technology for land registration. It explores the interdependence of blockchain,
technology, and smart contracts, which function as a technological product

combining cryptocurrency, tokens, and self-executing electronic contracts.

Further examination includes the conclusion of smart contracts, covering parties'
rights and obligations, prerequisites for contract conclusion, offer and acceptance
mechanisms, and the application of blockchain and smart contracts across various
legal domains, including the law of obligations and classic offer and acceptance

principles, and their adaptation within the context of smart contracts.

Additionally, the paper analyzes regulatory practices and recommendations from
different countries, potentially informing future legislative regulation in Georgia.
It also evaluates judicial practices from other jurisdictions to assess their potential

precedent in Georgia.
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Lastly, the paper discusses Ethereum, one of the largest cryptocurrencies, detailing

its history and significance within the realm of blockchain technology.
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