
Smart Contracts

Welcome to the Future



What is a Smart Contract?

In its simplest and intended form, a smart contract is a computerized transaction 
protocol that executes the terms of a contract.   Nick Szabo is credited with 
coining the term smart contract in the mid-1990’s.  Szabo, “the cryptographer 
known for his research on digital currency, wrote an article about smart contracts 
as early as 1995. Szabo’s article, “Smart Contracts,” was published in early 1996 
in the magazine Extropy, and forecast with prescient accuracy the benefits and 
parameters of the blockchain contract applications in development and making 
blockchain news headlines today.  In his 1995 article, Szabo predicted that the 
digital revolution would drastically change the way humans make contracts, and 
he questioned even then whether our traditional contracts would continue to have 
a use in the cyberspace era.   Smart contracts would improve execution of the four 
basic contract objectives, which Szabo described as observability, verifiability, 
privity and enforceability. Among other use cases discussed in the following 
sections, smart contracts according to Szabo would enable both parties to observe 
the other’s performance of the contract, verify if and when a contract has been 
performed, guarantee that only the details necessary for completion of the 
contract are revealed to both parties and be self-enforcing to eliminate the time 
spent policing the contract.” (1)  

The definition has transformed and varies today and commonly leans towards: 
Blockchain (distributed, immutable and decentralized ledger) to authenticate the 
identity of the parties, execute and preserve agreements and legal contracts, including 
the exchange of services, monies or other assets. 
Refinement of this principle and integration into commercial settings will spur 
expansion and refinement of the definition and the application of smart contracts.
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Brief History of disruption beginning 

with the Civil War

That’s right, the Civil War. Morse code was commonly used in communications 
during this time to send messages which contained agreements to terms that were 
intended as enforceable contracts.  In recognition of this commercial conduct, the 
New Hampshire Supreme Court in Howley v. Whipple (48 N.H. 487 (1869)), 
opined that “It makes no difference whether [the telegraph] operator writes with a 
steel pen an inch long attached to an ordinary penholder, or whether his pen be a 
copper wire a thousand miles long. Nor does it make any difference that in one 
case common record ink is used, while in the other case a more subtle fluid, 
known as electricity, performs the same office." (2)  

Let’s fast forward 100 or so years and several more wars.  In the recent past, use of 
a facsimile machine was being used to gather signatures amongst the parties for a 
contract or agreement.  At the time, there was a certain amount of reluctance to 
conduct business in this manner; today it is commonplace and approaching being 
old-fashioned.  “When the first contract was signed, and faxed it created the basis 
for the discussion of electronic signature validity. After all it was the first time 
someone could sign something, place it in a machine, send it from one phone line 
to another and deliver a digitally reproduced signature. The path this signature 
took was not controllable or traceable, and in most cases, it traversed miles of wire 
before reaching its destination, so how could it be considered a valid signature? 
The intentions of the signature were clear to everyone, but businesses wanted to 
know they could count on the validity of the signature, and if no one actually 
witnessed the action of one individual or of a corporation how could a business 
put any faith in it? This of course caused quite a stir and in rapid fashion the 
courts ruled this signature carried the same validity as if the parties were standing 
in the room together. With this, the fax became standard operating procedure 
world-wide. The courts found validity in this method of signature capturing and 
businesses also felt secure in this method. 
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Quite a leap of faith considering the complications initially caused by fax 
machines. Many people didn’t realize that the original fax paper’s ink would 
vanish after a period of time and you had to make another copy of the fax using a 
copier if you wanted to store it permanently.  Also, many times the quality of the 
image was poor or barely legible, but businesses understood the intention and 
would consider it signed even if there was only a partially legible signature. So in 
essence you had a copy of a copy of a digital image, and even with so many 
loopholes for alteration and criminal malfeasance the fax still worked and business 
flourished.” (3) 

The development of the Portable Document Format (PDF) enabled the ability to 
scan signed documents and email those documents to the intended party.  This 
was a logical next step as email soon became the standard by which we handle a 
majority of our daily communications.  And, with this, came the benefit of having 
a permanent electronic version of the document and eliminating the task of having 
to file or re-scan the faxed document for retention.   This afforded user with 
greater efficiencies and cost reductions, and helped us all become a little more 
paper-less.   The government and regulators had no option but to accept electronic 
signatures and documents as being legally binding and electronic storage as 
meeting document retention requirements.  In the wake of these transformations 
came the Electronic Signatures in Global and National Commerce Act, enacted on 
June 30, 2000 (“UETA” or “The Act”).  The Act, signed by Bill Clinton in analogue, 
stated, among others things, that: 
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“(1) a signature, contract, or other record relating to such transaction may 
not be denied legal effect, validity, or enforceability solely because it is in 
electronic form; and
(2) a contract relating to such transaction may not be denied legal effect, 
validity, or enforceability solely because an electronic signature or electronic 
record was used in its formation.”
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In reporting on this event, the NY Times displayed the irony of the analogue 
gesture to authenticate the inclusion of electronic communications into the realm 
of judicature and enforcement: “Officially, Mr. Clinton signed the bill into law the 
traditional way, with a felt-tip pen.  But to show what the legislation may mean in 
the future, Mr. Clinton also slipped the signature card through a scanner, typed in 
a not-so-secret password – “Buddy” for his Labrador retriever – and marveled as a 
replica of his signature appeared on the screen. 
     By giving electronic signatures legal standing, the new law will enable consumers
     to sign contracts for bank loans, new cars and other business deals from home.” (4)   
President Clinton’s act both bid farewell to the dominance of the analogue system 
for determining commercial conduct and verified the necessity of relying upon the 
analogue system for authenticating that transition.

UETA has been adopted by all 50 states with the exception of New York, Illinois, 
and Washington. These three states that have not adopted the UETA have various 
other statutes protecting electronic records and signatures.  In order for the UETA 
to apply, the parties to the contract must first agree to conduct the transaction by 
electronic means (this can be verified through explicit or implicit conduct).  For 
contracts where the law does not require a signature, the statutes and case law 
verify that an email chain is sufficient to create a binding agreement, so long as 
the emails set forth the terms of the agreement and there is mutual assent.  For 
contracts that require a signature by law, such as contracts governed by the 
Statute of Frauds or UCC, an electronic signature will be required (note the 
Statute of Frauds requires a signature for contracts not to be performed within one 
year and the UCC governs contracts for the sale of goods priced at $500 or more).  

Under the UETA, an electronic signature can be an electronic sound, symbol, or 
process that is both:

(a)   Attached to, or logically associated with a contract or record, and;
(b)   Executed or adopted with the intent to sign the record.
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     Courts have provided that the key to determining whether an email has been
     electronically signed, looking at whether a person intended to enter into a
     contract.  
Courts have held that a printed name at the end of the email constitutes an 
electronic signature.  Note that an automated signature line that accompanies 
each email has been held not to be sufficient. In Preston Law Firm LLC v. Mariner 
Health Care Management Co. and MEMC Electronic Materials Inc. v. BP Solar 
Intern Inc., the courts stated that the text of an email can constitute an electronic 
signature. These courts looked to the language manifesting intent to enter into an 
agreement as sufficient to qualify as an electronic signature.  Clicking a button 
online to verify that a party agrees with the terms of a contract can also constitute 

It is important to note that the UETA specifically does not apply to 
transactions governed by:
     (a) Laws relating to the creation and execution of wills, codicils, or 
 testamentary trusts;
     (b) The UCC, other than sections covering;
 1. the waiver or renunciation of a claim or right after a breach of 
 contract (UCC §1-306, former section 1-107);
 2. the sale of goods (UCC §§ 2-101-2-725), and;
 3. leases (UCC §§ 2A-101-2A-532).
     (c) The Uniform Computer Information Transactions Act, and;
     (d) Any other specific law identified as exempt in a state’s adopted 
 version of the UETA.

In 2010, both Houses of Congress passed a resolution recognizing June 30th as 
National ESIGN Day – how’s that for affirmation?  
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Interestingly, on July 14, 2014, three of the original proponents of the ESIGN Act 
— Senators Ron Wyden and John McCain, and Representative Anna Eshoo — 
wrote to Commerce Secretary Penn Pritzker and expressed that they were 
"concerned about the extent of the adoption of electronic signatures within the 
federal government." They also wrote to "request a report on the state of this Act's 
implementation by federal agencies ("Lawmakers want more e-signatures"). 
These lawmakers were asking why the federal government had been so slow to 
adopt electronic signatures — legislation that was designed to help them 
streamline their processes.  Yet, the federal government's response is not unusual. 
The conundrum of e-signatures in 2014 seems to be that everyone in the legal 
community knows that they are legal and enforceable in the United States, 
everyone recognizes that they represent a tremendous opportunity to gain 
speed and efficiency in contracting, many have even implemented limited pilot 
projects, yet some unease appears to prevent really robust adoption. Let's take a 
look at why that might be.” (5)  Again, more affirmation coming directly from the 
lawmakers in Washington.   

Following widespread business adoption, the ESIGN Act and Silicon Valley’s 
penchant to innovate came the arrival of the next disruption: E-signature and 
document management providers, namely DocuSign.  With their ingress (early 
2000’s) came the ability to electronically transmit, review and sign documents 
and agreements using a digital signature.  Again, as we historically witnessed 
with new technologies, skeptics viewed this as a transitory technology that will 
never gain widespread acceptance and adoption; time has proven them wrong.  
Today, E-signature, is commonplace and is the new standard by which documents 
and agreements are handled, including applications for tablets and smartphones.  
Presently, DocuSign has over 250,000 users representing 100 million users in 188 
countries. (5)  Additionally, there have been many other entrants, of all shapes 
and sizes, to the e-signature space affording users with numerous options, features 
and price options.  
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Beyond streamlining commercial conduct, this has provided a positive impact on 
the environment.  As the stalwart Wall Street Journal observed, “Every year, 
America’s office workers print out or photocopy approximately one trillion pieces 
of paper. If you add in all the other paper businesses produce, the utility bills and 
invoices and bank statements and the like, the figure rises to 1.6 trillion. If you 
stacked all that paper up, it would be 18,000 times as high as Mount Everest. It 
would reach nearly halfway to the moon.” (6)

You are currently doing some things 

that resemble smart contracting

Throughout the course of a normal day, many people are performing tasks, often 
unknowingly, that resemble smart contracting.  By way of example, consider when 
being prompted by accepting a new app or software service on your smart phone 
or other device requesting acceptance of the terms and conditions of use, 
commonly referred to as a Clickwrap license or Clickthrough agreement.  
Interestingly, Clickwrap derived its name from Shrinkwrap contracts back when 
software was boxed and had to be opened for installation and use.  Essentially, the 
software contained a notice to the user that by tearing the Shrinkwrap, the user 
was attesting their agreement to the software’s terms and conditions.  Over time, 
there have been legal challenges to the validity of Clickwrap agreements with the 
courts, more often than not, ruling to uphold their legality.  Another example 
involves the use of email exchanges following the formal signing of a contract or 
agreement.  It has now become commonplace to re-negotiate and accept terms or 
re-up for another term using traditional email between the parties.  Over time, it 
has become commonplace and largely accepted as legally binding, not to mention 
extremely efficient.  



All of the creation and innovation that we have witnessed over the decades in the 
e-signature space naturally leads to more of the same: further innovation, newer 
products and services and greater efficiencies.   This brings us to the next step in 
the e-signature evolution and the next disruption: Uledger delivers the ability to 
electronically execute contracts and agreements, within your existing email 
platform, eliminating the requirement for 3rd party portals and interfaces.  
With that, users will be afforded a legal, efficient, and frictionless opportunity to 
sign contracts and agreements resulting in the reduction of transaction costs for 
individuals, businesses and their customers.  With Uledger’s 3 Factor Event Based 
Authentication, parties to the contract or agreement will know, with absolute 
certainty, who they are communicating and contracting with.  Additionally, 
businesses continuity will be improved by having all email communications, 
content and their attachments, which are encrypted at rest, stored on an 
individualized, immutable and tamper proof ledger.  Additional benefits include 
archival and reporting, including state changes of all communications, content, 
attachments and identity authentication activities.  
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The next disruption: 

ULedger Smart Contracts
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How we get you there

We view, which is consistent with traditional contract processes, there are 3 
required steps: 

1) Record-keeping;
2) Identity authentication of the parties, and;
3) Witness or notary of the parties to the transaction, agreement or contract 
with intent.  
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