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""Smart Contracts: its mechanism and its legality”

Faihan bin Farraj Al Hagshah

Department of Islamic Studies, College of Arts and Sciences,
Prince Sattam bin Abdulaziz University, Wadi Al-Dwasir City,
Saudi Arabia.

E-mail: f.hagshah@psau.edu.sa

Abstract:

The research talks about a new technical product that
appeared recently and was called smart contracts. The research
tries to explore the depths of this product and reveal its truth and
all the influential and surrounding aspects, and then bestow the
appropriate and correct legal and legal ruling on it. Smart
contracts are contracts that are conducted and recorded on the
blockchain platform or blockchains on the Internet and use
encryption and software algorithms to formulate their terms and
ensure their implementation. They often require the use of virtual
currencies such as Bitcoin, Ethereum and others in their
transactions and exchanges. Some of its definitions have stated
that they are self-executing contracts with the terms of the
agreement written between the buyer and the seller directly in
lines of code, and the code and the agreements contained in it are
present through the distributed and decentralized (blockchain)
network, where the code controls the implementation, and the
transactions are traceable and irreversible.

The International Islamic Figh Academy (I1IFA) has discussed
it and waited in issuing a ruling on it until more specialized
studies and research were conducted on it and the opinions of
programming specialists and others related to this type of product
were sought. | have shed more light on the nature of these
contracts, their mechanism of action, their advantages and
disadvantages, and | have concluded that | tend to say that they
are permissible in accordance to the very known jurisprudential
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rule which says that the origin in transactions is permissibility,
while warning against identifying and impulsiveness with them
in an absolute or strong way because there is some ambiguity
about their mechanism of action and their real controllers.

Keywords: contracts, smart, mechanism, legality
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(1)"Smart Contracts"”, Nick Szabo, 1994, available at:
https://www.fon.hum.uva.nl/rob/Courses/InformationinSpeech/CDROM)/L.iterature
/LOTwinterschool2006/szabo.best.vwh.net/smart.contracts.html
(2 )"Smart Contracts: Building Blocks for Digital Markets"”, Nick Szabo, 1996,
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https://www.fon.hum.uva.nl/rob/Courses/InformationinSpeech/CDROM)/L.iterature
/LOTwinterschool2006/szabo.best.vwh.net/smart_contracts 2.html
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available at:

https://erc.europa.eu/projects-figures/stories/who-controls-blockchain

(3) Available at: https://www.blockchain.com/

(4) Available at: https://ethereum.org/en/
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"The Idea of Smart Contracts', Nick Szabo, 1997, available at:

https://www.fon.hum.uva.nl/rob/Courses/InformationinSpeech/C
DROM/Literature/LOTwinterschool2(006/szabo.best.vwh.net/idea
.html

"Smart Contracts', Nick Szabo, 1994, available at:
https://www.fon.hum.uva.nl/rob/Courses/InformationinSpeech/C
DROM/Literature/LOTwinterschool2006/szabo.best.vwh.net/sma
rt.contracts.htmi

"Smart Contracts Glossary', Nick Szabo, 19953, available at:
https://www.fon.hum.uva.nl/rob/Courses/InformationinSpeech/C
DROM/Literature/LOTwinterschool2(006/szabo.best.vwh.net/sma
rt_contracts glossary.html

"Smart Contracts: Building Blocks for Digital Markets', Nick
Szabo, 1996, available at:
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"Who is the data controller in a blockchain?'. Jacek Czarnecki,
2()/8/2018, available at: https://newtech.Iaw/en/who—is—the—
data—controller-in—a-blockchain/

"'WHO CONTROLS THE BLOCKCHAIN?". Primavera de Filippi,
31-01-2022 available at:
https://erc.europa.eu/projects—figures/stories /who—controls—
blockchain

Blockchain website. available at: https://www.blockchain.com/

Ethereum website. available at: https://ethereum.org/en/
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