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Abstract. This scientific article discusses the issues of the legal status of such innovations
as smart contracts, blockchain, crypto assets and tokens. The article reveals the issues of
legal regulation of relations arising in the course of drawing up and concluding smart
contracts. Also, possible ways of their implementation in the legislation of the Republic of
Uzbekistan are considered, the main problems that exist in the legislation and law enforcement
practice in such implementation are discussed. In the course of the analysis of the legislation
of the Republic of Uzbekistan, much attention is paid to the latest reforms in the field of
digitalization of the economy and the main sectors of life, including the development of e-
commerce and e-government. In the final part, possible ways to resolve the issue of
introducing smart contracts in the Republic of Uzbekistan are considered and relevant
proposals are given.
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Introduction. One of the most pressing problems of modern legal regulation of
contractual relations and the provision of public services in the Republic of Uzbekistan
is the issue of protection of the parties from unscrupulous counterparties, ranging from
partial or complete evasion of the performance of the subject of the contract, ending
with prosecution for violations of the terms of the contract without loss of time to prove
in court and to avoid incorrect (double) interpretation, and also from unfair actions and
unjustified delays of civil servants in the provision of public services through the
introduction and use of such an innovation as a smart contract (smart contract) based on
Blockchain technology, which, when implemented, would significantly contribute to
the accelerated development of the social institution of relations between people by
raising their legal awareness to another level.

Because the topic of smart contracts is quite new, the issues of their legal regulation
have been the subject of research by a small number of authors, among whom it should
be highlighted: B. Dondero (B. Dondero)[11], N. Sabo (N. Sabo) [16], S. Andrews (S.
Andrews) [15], M. Pennington (M. Pennington.)[14], N. Reiff (Reiff H), D.Posen
(Posen D)[10]. They investigated the legal aspects of the application of smart contracts,
assessed the readiness of the legislation of several countries for the implementation of
smart contracts, as well the main differences between smart contracts and classical
contracts. In addition, the issues of data protection of smart contracts, the possibilities of
smart contracts for the industrial Internet of Things, the life cycle of the platform and
smart contracts, and the use of smart contracts were considered in the works of such
authors as K. Levi (Levi K.) [13], Z. Zeng (Zheng Z.), Sh. Xia (Xia Sh.), H. Dai (Dai And
N.), W. Chen (W. Chen), H. Chen (Chen H.), Y. Weng (J. Weng) M i. Imran (M Imran.)
[19].

The purpose of this article is to substantiate the legal nature of smart contracts, and
foreign experience in this industry and to develop ways to introduce smart contracts into
the current legislation of the Republic of Uzbekistan, as well as to assess the effectiveness
of such implementation.
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Material and methods of research. In the process of conducting the research and
writing the article, structural-logical, comparative-legal, statistical, descriptive, system-
structural, as well as dialectical methods of scientific cognition, collection, and analysis
of scientific and practical material were applied.

Results and their discussion.

Since the end of 2016, the Republic of Uzbekistan has become active, in several
innovations such as e-government, and e-commerce and has even become a pioneer.
Also, by the Resolution of the Cabinet of Ministers of the Republic of Uzbekistan "On
measures to organize the activities of the Public Services Agency under the Ministry of
Justice of the Republic of Uzbekistan", public services were introduced, the number of
which has exceeded 150 today, starting from obtaining a TIN, ending with the registration
of ownership of the real estate and obtaining cadastral documents.

During the next annual address to the Parliament of the Republic of Uzbekistan on
January 24, 2020, President Shavkat Mirziyoyev noted that in 2020 the country should
make a radical turn in the development of the digital economy. Of the 14 main points of
this message, I would like to highlight the fact that the main emphasis was placed on
the need for full digitalization of the construction, energy, agriculture and water
management, transport, geology, healthcare, education, cadastral and archival affairs.

The Decree of the President of the Republic of Uzbekistan "On the approval of the
strategy "Digital Uzbekistan-2030" and measures for its effective implementation” was
also adopted, in which the need for the widespread introduction of modern information
and communication technologies in all sectors and spheres, primarily in public
administration, education, healthcare, and agriculture, was acutely discussed [1].

After the adoption of this regulatory document, many innovations were introduced
regarding the digitalization of various industries, for example, in December 2020, the
State Institution "Center for Digitalization of Agriculture" was established, whose
activities are aimed at maintaining the Digital Agriculture information system in the
agro-industrial complex, the introduction of e-commerce and artificial intelligence in
the process of growing and selling agricultural products [2]. Also, this Center is engaged
in creating technological conditions for the introduction of "Smart Agriculture”
technologies.

In addition, since January 1, 2021, as an experiment within the framework of the
integrated Digital Tashkent program, when forming an identification ID card when
issuing an individual, a personal account of an individual was immediately formed to
establish electronic relationships with government agencies and organizations.

In particular, since August 1, 2021, individuals and legal entities have been allowed
to pay all established state duties, fees, fines, and other mandatory payments using
electronic payment systems online.

Along with the above examples, today we can see many examples of the introduction
of digital technologies in various sectors of life. All these innovations require, firstly, the
improvement of the existing regulatory framework, and secondly, the adoption of new
legislative acts regarding relations arising from the use of these technologies (which are
considered new concerning our legislation) [5].

One such innovation is smart contracts. a smart contract is an agreement, the execution
of which is automated. According to Nick Szabo, one of the pioneers in the analysis of
automatic agreements with enforcement, a smart contract is an algorithm of computerized
transactions that fulfills the terms of a contract, that is, it is a self-executing contract in
which the terms of the agreement between the parties are directly spelled out in lines
of code.

Classical contracts can exist in various forms, for example, in oral or written form.
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Of course, the development of e-commerce has significantly increased the number of
agreements concluded in electronic forms, the most striking examples of which are
various click-processing agreements [4]. However, even in the case of conventional
electronic contracts, some classic documents may be required, for example, invoices,
receipts, or certificates, an invoice, especially when such electronic contracts are
concluded for the supply or purchase and sale of individual goods and services. In some
cases, the above documents are the only evidence of the existence of a contract concluded
in electronic form. In contrast, smart contracts can exist only in electronic form, it is
impossible to use any other form of contract or document flow with it (for example,
an oral or written printout). It is also determined by the specifics of the subject of smart
contracts: it can relate to certain digital assets (for example, cryptocurrency) or digital
manifestations of autonomous assets, the ownership of which is registered in the
Blockchain. This distinguishes a smart contract from most of the so-called existing "electronic
contracts".

As described above, smart contracts differ from existing electronic contracts, which
is why there is a question of ways to regulate legislation in this area. World experience
shows several models for integrating smart contracts into the country's legislation,
namely the following:

The first model provides for the preservation of classic paper contracts or contracts
concluded in other material forms, which are drawn up in Russian or another human
language, whereas smart contracts will be just an addition to them, that is, a certain part
of the contract will be translated into computer language and presented in the form of
a smart contract [17].

In this integration model, a smart contract will not be part of a legal contract but will
be a technical tool using which the contract will be automatically executed. Most likely,
when choosing this model, contradictions between the code of a smart contract and the
text of a classic contract are inevitable, since not all legal terms can be translated into
computer language, and it is also necessary to take into account that a classic contract
is drawn up by lawyers, while a smart contract is prepared by programmers. In such
cases, the text of the classical contract will have an advantage over the computer code.

With this model, it is possible to formulate an approximate legislative definition of
a smart contract in the following form:

"A smart contract is a computer program recorded in a distributed registry and providing
automatic fulfillment of contractual obligations or other legally significant actions” [7].

But at the same time, it should be emphasized that entering data into the distribution
register of information about asmart contract is unprincipled in aseparate integration
model.

Since, in this model, a smart contract will not be part of a legal contract or recognized
as such, thus without signing a classic paper contract, a smart contract will not have any
legal consequences. In the model under consideration, a smart contract will be recognized
as a method of execution rather than a contract [8]. In this case, there is no need to
radically change the legislation regarding the smart contract, it is necessary to make
additions in the form of a definition of a smart contract and its role in contractual legal
relations.

The second integration model is a hybrid model of smart contract integration. In this
integration model, some of the contracts that can be reflected in the programming
language will be concluded in the form of smart contracts, and the rest of the contracts
will be drawn up in a classic form, before the possibility of their translation into
computer code is not developed. For example, purchase and sale, insurance, and
supply contracts can already be concluded in the form of smart contracts, at the same
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time, for storage and consulting contracts, it is necessary to translate the method of
their conclusion and control into the electronic form [12].

Such contracts will be automatically executed and recognized as proof of the
establishment, modification, or termination of civil rights and obligations. They will be
signed with an enhanced qualification signature and recognized at the level of a paper
contract in any situation, except in cases where interference with the computer code of
third parties is proved [6].

One of the solutions within the framework of this model can be called legal contracts,
the terms of which will be supplemented by a kind of referral links to standardized
operational parameters existing within a certain network, which will be a kind of
intermediary between legal norms and program code [9].

Thus, before using smart contracts, it is necessary to give them legal status in the
legislation of Uzbekistan and give them a legal definition. In this case, lawyers, and legal
experts will need to choose one of the following: "Whether to recognize a smart contract
as a separate type of contract or equate it to one of the forms of the contract?"

If the smart contract is recognized as a new form of contract, and not an independent
type of contract, then cardinal changes are not required.

Whereas, if you give the status of a smart contract as a separate type of contract, then
it will be necessary to implement and resolve the above issues [18].

After giving the official status, it is necessary to choose a model for the implementation
of smart contracts in the legislation of Uzbekistan (a separate integration model or a
hybrid model for the integration of smart contracts). In this case, if you choose a separate
model, the classic paper contracts will retain their place in business turnover and will
not undergo changes, and the smart contract will only be an addition to them, which
will reflect part of the contract in terms of execution, and all essential conditions will
be specified in the classic contract. In this model, a piece of code will not be part of a
legal contract, but will only be a technical means to ensure the automatic fulfillment of
the obligation. In this case, in the event of a contradiction between the computer
program executing the contract and what is written in the terms of the contract, the
scenario described in the classic contract will prevail. But, in our opinion, this will lead
to an increase in costs (since it will be necessary to duplicate the contract in the form
of a paper contract and a smart contract), and will also lead to an increase in disputes
regarding contradictions between the terms of the contract and the smart contract. Thus,
the goal expected from the introduction of smart contracts will not be achieved -
optimization of the process of concluding and executing contracts, eradication of
corruption, reduction of queues in government agencies, reduction of costs, and probable
losses during the execution of contracts.

Conclusions. Based on the above, we can come to the following conclusions. It is
necessary to give legal status to smart contracts in the legislation of Uzbekistan and give
them a legal definition. In this case, lawyers, and legal experts will need to choose one
of the following: "Should a smart contract be recognized as a separate type of contract or
equate it to one of the forms of the contract?"

If a smart contract is recognized as a new form of contract, and not an independent
type of contract, then cardinal changes are not required. Whereas, if you give the status
of a smart contract as a separate type of contract, then it will be necessary to implement
and resolve the issue of implementation.

After giving the official status, it is necessary to choose a model for the implementation
of smart contracts in the legislation of Uzbekistan (a separate integration model or a
hybrid model for the integration of smart contracts). In this case, if you choose a separate
model, the classic paper contracts will retain their place in business turnover and will
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not undergo changes, and the smart contract will only be an addition to them, which
will reflect part of the contract in terms of execution, and all essential conditions will
be specified in the classic contract. In this model, a piece of code will not be part of a
legal contract, but will only be a technical means to ensure the automatic fulfillment of
the obligation. In this case, in the event of a contradiction between the computer
program executing the contract and what is written in the terms of the contract, the
scenario described in the classic contract will prevail. But, in our opinion, this will lead
to an increase in costs (since it will be necessary to duplicate the contract in the form
of a paper contract and a smart contract), and will also lead to an increase in disputes
regarding contradictions between the terms of the contract and the smart contract. Thus,
the goal expected from the introduction of smart contracts will not be achieved -
optimization of the process of concluding and executing contracts, eradication of
corruption, reduction of queues in government agencies, reduction of costs, and probable
losses during the execution of contracts.

Based on the above, it is recommended to introduce a hybrid model for integrating
smart contracts into the legislation of Uzbekistan. In this case, part of the contracts that
can be written in the programming language will be concluded in the form of smart
contracts, and the other part, before finding ways to translate them into the programming
language, will be drawn up in the form of classical contracts. In this case, those
contracts that will be drawn up in the form of smart contracts will be automatically
executed and will not be duplicated in paper or another material form. This model
assumes the creation of new legislative acts concerning smart contracts and amendments
to existing regulatory legal acts in order for smart contracts to be recognized as a type
of contract and serve as proof of the establishment, modification, or termination of civil
rights and obligations.
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