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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?




* 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 * Cons

- Highly reliable - MUST protect
* Few points of failure cryptographic keys
- Rules set in software - Software may have
* Rules are set a priori EE
- Audits are automated - MUST maintain
- No FLOAT access to the peer-to-

peer network

- Low cost of entry  Moderately vulnerable
to DDoS attacks



(@ @@ GitHub, Inc. (US) | https://github.com/dvf/blockchain - @ | @ github blockchain -

4

L dvf / blockchain ® watch | 215 W Star 2,441 YFork 768

<» Code Issues 7 Pull requests 8 Projects 0 Insights

E:I Join GitHub today Dismiss

GitHub is home to over 20 million developers working together to host
and review code, manage projects, and build software together.

A simple Blockchain in Python

blockchain cryptocurrency bitcoin python flask

) 58 commits ¥ 5 branches 0> 0 releases 22 11 contributors g MIT

Branch: master = New pull request Find file Clone or download ~









"

H et
4...-..:::.-:..._‘:.-:.q.?..?:.a: s o Ve ¥

j-.::EJE:::__,_ EEEEE

f % L
ntsﬂ\iit

"'"“m\..?.’
e -

.:.__.\_..._._..._::.}:....._:......w..w I, .

..... o4 n

L0 ade 4t ge e ge g e ge ye n\.-\.t\\\\\\\f\\-\w\\\r

e eieleleloieioleioiniowioloinioloiinininiininiins

TERFRRRTTFRRIRTRN :_5

¥ WA AN AN JJEIIN\-\.JJ\-\.\-;J

—

_- m-‘l.
m..\_tt.ft,rEtttE__tth
— ,hgsz:iii

' ﬂF— _gﬂw:?%
[ 1A n ORI e I






Game Theory

Lays the Foundation for the Rules



To Get Everyone Moving in the
Right Direction



What Does a Blockchain Do?



Blockchains
Record



The Records are always

Immutable

and

Irrefutable



The Things are always

Digitized Information



bit

unit of Information



Data Instructions
@ BLOCKCHAIN @
Transactions Software
1 | 1 |

Cryptocurrencies Smart Contracts



Smart Contract Example

Q ethereum



Smart Contract Example

pragma solidity "0.4.21;

contract Coin o

address public minter;
mapping (address == uint) public balances;

event Sent(address from, address to, uint amount);

functiun.Cnint}.puEliE {
minter = msg.sender;
Iy

function mint(address receiver, uint amount) public {
if (msg.sender != minter) return;
balances[receiver] += amount;

}

function send{address receiver, uint amount) public {
if (balances[msg.sender] < amount) return;
balances[msg.sender] -= amount;
balances[receiver] += amount;
emit Sent{msg.sender, receiver, amount);



pragma solidity “0.4.21;

makes those variables

/ rea fron

aadreés public minter;
mapping (address => wint) public balances;

QeThereum Qe’rhereum

. - p : h -
minter = msg.sender;
} ]| ]
function mint(address receiver, uint amount) public { .. @
if (msg.sender != minter) return;
balances[receiver] += amount;
}

function send(address receiver, uint amount) public {
if (balancesImsg.sender] < amount) return;
balancesImsg.sender] -= amount;
balances[receiver] += amount;
emit Sent(msg.sender, receiver, amount);
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Smart Contract Example




Smart Contract Example

QeThereum




Smart Contract Example

ethereum




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)
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US softens stance on trade tariffs
The White House says it could exclude
some countries from a plan to impose tariffs
on metals for a time.

(D) 8 March 2018

Trump: 'Gary Cohn is a globalist’

(D) 21 minutes ago

Spy attack was 'brazen and
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Training Feedforward Neural Networks Using Genetic Algorithms

David J. Montana and Lawrence Davis
BBN Systems and Technologies Corp.
10 Mouiton St.

Cambridge, MA 02138

Abstract Section 6 describes the experiments we ran and analyzes
their results. Section 7 provides conclusions about our work

Multilayered feedforward neural networks possess and suggestions for future work.

a number of properties which make them particu-
larly suited to complex pattern classification prob-

. s 2 Neural Networks
lems. However, their application to some real-

world problems has been hampered by the lack of Meural networks are algorithms for optimization and learn-
a training algonthm which reliably finds a nearly ing based loosely on concepis inspired by research into the
globally optimal set of weights in a relatively short nature of the brain. They generally consist of five compo-
time. Genetic algorithms are a class of optimiza- nents:

fion procedures which are good at exploring a large
and complex space in an intelligent way to find
values close to the global optimum. Hence, they
are well suited to the problem of training feedfor- 2. A siate variable associated with each node.

ward networks. In this paper, we describe a set of 3. A realvalued weight associated with each link.
experiments performed on data from a sonar image

classification problem. These experiments both 1)
illustrate the imorovements aained by using a de- 5. A transfer function for each node which determines the

1. A directed graph known as the network topology whose
arcs we refer to as links.

4. A real-valued bias associated with each node.
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Moore’s Law — The number of transistors on integrated circuit chips (1971-2016) SUgUE

Moore's law describes the empirical regularity that the number of transistors on integrated circuits doubles approximately every two years.

inData

This advancement is important as other aspects of technological progress — such as processing speed or the price of electronic products — are
strongly linked to Moore's law.
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Data source: Wikipedia (https://en.wikipedia.org/wiki/Transistor_count)

The data visualization is available at OurWorldinData.org. There you find more visualizations and research on this topic.

Year of introduction

Licensed under CC-BY-SA by the author Max Roser.
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“Quantity has a quality all its own”
— Eubulides



lron 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 /ook 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



	Slide 1
	Slide 2
	Slide 3
	Slide 4
	Slide 5
	Slide 6
	Slide 7
	Slide 8
	Slide 9
	Slide 10
	Slide 11
	Slide 12
	Slide 13
	Slide 14
	Slide 15
	Slide 16
	Slide 17
	Slide 18
	Slide 19
	Slide 20
	Slide 21
	Slide 22
	Slide 23
	Slide 24
	Slide 25
	Slide 26
	Slide 27
	Slide 28
	Slide 29
	Slide 30
	Slide 31
	Slide 32
	Slide 33
	Slide 34
	Slide 35
	Slide 36
	Slide 37
	Slide 38
	Slide 39
	Slide 40
	Slide 41
	Slide 42
	Slide 43
	Slide 44
	Slide 45
	Slide 46
	Slide 47
	Slide 48
	Slide 49
	Slide 50
	Slide 51
	Slide 52
	Slide 53
	Slide 54
	Slide 55
	Slide 56
	Slide 57
	Slide 58
	Slide 59
	Slide 60
	Slide 61

