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Article Info Abstract

With technological advancements, the traditional practice of collecting physical
assets has transformed, moving beyond its tangible form into the virtual world,
paving the way for the creation of digital assets known as non-fungible tokens

Original Article

(NFTs). NFTs, which are based on blockchain technology, represent digital items

566%61“'532:4 often linked to unique virtual assets like music, images, and more. By providing new
el 4 investment opportunities, NFTs have captured a significant share of global
,2A7c%e4pt2e02.4 transaction volumes. This study, through a descriptive-analytical approach and using

library and online sources, aims to assess the essential conditions of contracts in NFT

transactions to help establish an effective legal framework that protects buyers and
Keywords: sellers within Iran's legal system. Findings suggest that fundamental conditions for
transaction validity can be met through the use of innovative methods, including
digital signatures, permissions for virtual currency ownership, and the application of
Non-Fungible Token oracles.
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1. Introduction

Blockchain technology, as a revolutionary innovation, has caused a significant transformation in the field of e-
commerce. Although blockchain has often been overshadowed by the popularity of Bitcoin, it is not limited to
digital currencies and, over the past few decades, has had a profound impact on the world with the emergence of
new technologies such as smart contracts, initial coin offerings (ICOs), security tokens, and particularly non-
fungible tokens (NFTs) (Caglayan Aksoy & Ozkan Uner, 2021, p. 1). Among these technologies, NFTs have
gained considerable attention due to their unique features and attractions, such as the sale of a digital artwork by
Beeple for $69 million, the purchase of Jack Dorsey’s first tweet for $2.9 million (LunoTeam, 2021), and the
backing of major brands like Coca-Cola and Nike (Ghelani, 2022, p. 1). NFTs have now become a key component
of blockchain technology across various industries worldwide (Parham & Breitinger, 2022, p. 1). This global surge
in interest in NFTs has led many countries to develop clear regulations aimed at protecting the parties involved in
transactions and preventing illegal activities such as money laundering. However, in Iran, despite the increasing
number of individuals offering their artwork as NFTs for dollar-based earnings, there are no specific laws in place,
and there is a lack of clear and consistent regulations on virtual currency transactions similar to those in advanced
countries.

In this regard, the present paper examines how the provisionsnof Article 190 of Iran’s Civil Code can be
applied to NFT transactions, with the aim of laying the groundwork for establishing relevant laws. The research
seeks to answer fundamental questions, including: What is a non-fungible token, and how does it differ from other
digital assets? And, can the general conditions of contracts, as the most essential and fundamental requirement for
any contract, be applied in NFT transactions?

The hypothesis of this study is based on the idea that the conditions outlined in Article 190 of the Civil Code,
considering the underlying blockchain technologies, can be implemented within Iran's legal system by establishing
modern legal frameworks and necessary infrastructure. Therefore, the paper addresses the topic in two sections:
the first section discusses the concept of non-fungible tokens and their technological infrastructure, while the
second section examines the fundamental conditions of smart contracts, which are considered the key element in
NFT transactions.

2. Methodology

This research employs a descriptive-analytical method to assess the feasibility of applying contractual conditions
in non-fungible token (NFT) transactions within Iran's legal framework. The required data has been gathered from
the library and online sources, including academic articles, books on contract law, blockchain technology, and
studies related to NFTs. Initially, the theoretical foundations of smart contracts, blockchain, and NFTs are
examined,Kollowed by anmnalysislofithe applicability®f therfundamental conditions in Article 190 of Iran’s Civil
Code in NFT contracts. The study also adopts a comparative approach to evaluate the capabilities and limitations
of smart contracts in contrast to traditional contracts. This comparison aids in determining the possibility of
aligning legal conditions with the structure of smart contracts and identifying the technical and legal obstacles of
such transactions within Iran's legal system. Finally, the research findings provide suggestions for the development
of new regulations and the enhancement of legal infrastructure in the area of NFTSs.

3. Results and Discussion

This study, as the first step in evaluating the feasibility of NFT transactions within Iran's legal framework,
examines the essential conditions of contracts in these transactions and provides important findings related to the
application of conditions such as legal capacity, mutual consent, the determination of the subject matter, and the
legitimacy of the subject matter in NFT transactions. By analyzing the application of conditions like legal capacity
and mutual consent in smart contracts, which are used in NFT transactions, it can be stated that these types of

A



Lo s O 0l b o b 5o yS5 SBholra s (g3lyl Bl 5 e i 3lSal / 53050 5 lons3)

contracts, due to the use of innovative technologies such as digital signatures, virtual currency ownership
permissions, oracles, and decentralized systems, uniquely facilitate the offer and acceptance process between
parties. However, the key factor in confirming the mutual consent and legal capacity of the parties in this process
is the allocation of digital signatures and private keys to the transaction parties. These signatures, through
encryption technology, guarantee the authenticity and legitimacy of the contract and protect individuals from fraud
and forgery. Therefore, the allocation of a digital signature conclusively and reliably indicates the legal capacity
of the parties, as the holders of these signatures must go through complex authentication processes, economic
qualifications, and approval by relevant authorities. Thus, mutual consent in smart contracts can be reliably and
indisputably proven through digital signatures.

On the other hand, examining the mechanism of smart contracts and NFTs in relation to movable and
immovable assets with valid ownership documents shows that the condition of determinability of the subject matter
of the contract is also applicable in these contracts. However, the creation of a structured infrastructure for the
registration and determination of ownership in Iran's legal system is essential, as assets must be legally verified
and registered before being used in NFT transactions. Additionally, blockchain technology provides the capability
to clarify and track transaction information for both parties and regulatory authorities. This system can prevent
issues such as ambiguity in the subject matter of the transaction and ensure the validity and authenticity of the
subject matter in smart contracts, minimizing the likelihood of contract annulment due to the lack of subject
determination. However, implementing this capability requires official authorization for blockchain use and the
establishment of related infrastructure in the country.

Regarding the condition of legitimacy, studies suggest that creating specific technical standards and planning
infrastructure within smart contracts can improve oversight of NFT transactions and prevent illegal transactions.
For instance, when the illegality of a transaction is evident, such as the use of NFTs in online gambling, it is
necessary to have specific standards to ensure that such contracts are halted by authorized bodies. One suggestion
is to use encrypted systems that allow the regulatory authority to stop a smart contract when illegal actions are
identified. In some countries, standards for regulating smart contracts and preventing misuse have been
implemented. In cases where the illegality of the transaction is not immediately apparent, examining the legitimacy
of transactions becomes more complex. For example, in traditional transactions, the legitimacy or illegitimacy of
contracts is determined by courts. However, in smart contracts, this process differs because the possibility of
stopping a contract during execution is limited to the blockchain structure. Nevertheless, solutions such as referring
to existing legal regulations and creating specific legal frameworks for these types of contracts can help alleviate
some concerns and ensure the legitimacy of smart contracts within Iranian law.

4. Conclusions and Future Research

This research demonstrates that non-fungible tokens (NFTs), by leveraging smart contracts with digital signatures
and virtual currency ownership permissions, along with oracles and decentralized autonomous systems as key
elements in validating smart contracts, can help overcome challenges related to essential contract conditions within
Iran’s legal framework and facilitate their enforcement. However, achieving this requires the development of legal,
regulatory, and technological infrastructure within Iran's legal system. Future research could explore the legal and
ethical challenges associated with NFTs in international transactions and the potential impact of artificial
intelligence on data validation for these tokens. Additionally, examining the compatibility of existing international
frameworks with Iranian laws could support the advancement and strengthening of the legal system in this field.
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