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What makes a blockchain?
What does a blockchain do?

What are applications for 
business?

Laws: Old and New
What do lawyers need to know?



What Makes a Blockchain?
 Blend of 3 Technologies

• Peer-to-Peer Network

• Encryption

• Game Theory



The idea is…

to substitute Middlemen

for a Middlething



What’s so cool about that?



Blockchains 
Facilitate 

Automation



Blockchains 
Institutionalize 

Automation



 Pros
 Highly reliable

 Few points of failure

 Rules set in software
 Rules are set a priori

 Audits are automated
 No FLOAT
 Low cost of entry

 Cons
 MUST protect 

cryptographic keys
 Software may have 

flaws
 MUST maintain 

access to the peer-to-
peer network

 Moderately vulnerable 
to DDoS attacks













Game Theory

Lays the Foundation for the Rules



To Get Everyone Moving in the 
Right Direction



What Does a Blockchain Do?



Blockchains
Record
Things



The Records are always

Immutable

Irrefutable

and



The Things are always

Digitized Information



bit

unit of Information



Data Instructions

Transactions Software

Cryptocurrencies Smart Contracts



Smart Contract Example



Smart Contract Example





Smart Contract Example



Smart Contract Example



Smart Contract Example



Smart Contract Example



Smart Contract Example

$



Smart Contract Example



Smart Contract Example

$





(Nexus of) Smart Contracts

+

Artificial Intelligence

=

Distributed Autonomous Organization

(aka a Digital Corporation)











Human

AI



Human

AI



Human

AI



Human

AI



Human

AI



“Quantity has a quality all its own”

– Eubulides



Iron Rule



Law Lags Technology



What are the Business Applications?



Business Applications

Cryptocurrencies

Contract / Regulatory Compliance

Digital Contracts

Digital Corporations



Business Applications

General Ledger

Corporate Governance

Stock Purchases

Shareholder Tracking



Pretty Much Every Business Activity



Laws:  Old and New



The Old:  Potential Problems
 Texas Department of Banking’s Supervisory 

Memorandum – 1037

UETA / E-SIGN

Banking Regulations on 
Virtual Currencies in Other States



The New:  Recent Changes

Delaware SB 69

Arizona HB 2417

Nevada SB 398

Washington SB 5031

Vermont HB 182



The New:  Recent Changes

IRS Guidelines on Virtual Currencies 
(IR-2014-36)

SEC Taking Action on ICO’s



The New:  Recent Changes

CFTC v. McDonnell (E.D.N.Y. 2018) 
(Virtual currencies are a commodity, 
and are subject to regulation by the 

Commodity Futures Trading 
Commission).



The Future:  Upcoming Changes

The Uniform Regulation of Virtual 
Currency Business Act

(National Conference of Commissioners 
on Uniform State Laws)



What Do Lawyers Need to Know?



What Do Lawyers Need to Know?
 Blockchains are not hype.  They are here to stay.
 UETA / E-Sign can mess up blockchain initiatives
 Clients can set up their own cryptocurrencies.
 Beware of the money transaction laws (some are 
felonies).  Section 151 of the Finance Code.

 Beware of ICO’s or things that look like ICO’s



What Do Lawyers Need to Know?
 Smart Contracts and DAO’s complicate jurisdiction
 Have to figure out how a digital corporation can 
sue and be sued

 Have to figure what type of agent can be 
constituted from artificial intelligence (and can that 
agent be negligent)



The law is in the 
early stages of development



Questions?



Ronald Chichester

713-302-1679

TexasComputerLaw.com

Ron@TexasComputerLaw.com
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