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DISCLAIMER

This presentation should not be considered or construed as legal advice on any
individual matter or circumstance. The contents of this document are intended
for general information purposes only and may not be quoted or referred to in
any other presentation, publication or proceeding without the prior written
consent of Jones Day, which may be given or withheld at Jones Day's
discretion. The distribution of this presentation or its content is not intended to
create, and receipt of it does not constitute, an attorney-client relationship. The
views set forth herein are the personal views of the authors and do not
necessarily reflect those of Jones Day.
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BLOCKCHAIN TECHNOLOGY

Shared electronic ledger or database used to track transactions and
information of all types

Key characteristics:
Hosted on peer-to-peer network
Distributed across computers on network
“Trustless” consensus mechanism

Immutable record of time-stamped transactions secured through
cryptography
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Distributed System
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« Can be public or private or combination of both
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BLOCKCHAIN TECHNOLOGY

Advantages
No need for everyone to trust a centralized hub
No centralized point of attack
Reduces fraud, counterfeiting, and mistakes
Disadvantages
Potential lack of privacy
High network traffic

Storage requirements
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SMART CONTRACTS

Transactions on the Bitcoin blockchain can be simple
“Send 1 BTC from Alice to Bob”

But this is computer software — we can allow more complex specifications — e.qg.
multisignature

“‘Send 1 BTC from Alice to either Bob or Carol” (either one can sign with their
private key to spend the output)

“Send 1 BTC from Alice to Bob and Carol” (both have to sign with their
private keys to spend the output)

“Send 1 BTC from Alice to two of Bob, Carol, and Ted) (two of the three must

sign with their private keys to spend the output)
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SMART CONTRACTS

Bitcoin’s scripting is simple

There are other blockchain implementations allowing much more powerful
scripting languages that are Turing complete

Alternative coins to BTC

>

4

Commercially developed blockchains
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A SMART CONTRACT

Small computer programs can execute complex contracts. Specific actions can be verified by third
parties, and then trigger other events. All this gets recorded on the secure blockchain, and can never

be altered after the fact.
@® ® ,é
1. Workers scan IDs, which 2. Finished products 3. When the driver scans
are verified by a government automatically summon a boy, it triggers a payment
database. Work begins. delivery trucks.

)
. / /

from video-game company
> to factory. \

source:businessinsider.com
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SMART CONTRACTS

source:ict.swisscom.ch

Crowd funding,
loan,
investments

Bitcoin&other, _ _ _ _ _ _ _ _ _ ________._
Blockchain Smart Contract

currencies
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APPLICATIONS

Custom permissioned blockchains q .
Overstock.com rights offering in 2016 ' Ove rStOCk Com

DTCC pilot project for Treasury repurchase
agreements

Supply chain management D I c c

Securing Today. Shaping Tomorrow.*

Real estate titles
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APPLICATIONS

Digital tokens =@
ERC20 standard

Can be bought, sold,
traded like Ether

Can represent a

variety of tangible and

intangible rights and

assets L@ : =gl oy =

]ONES

14



LIABILITY ISSUES

Data privacy and security
Mt. Gox, DAO hacks
Personal information on blockchain

Jurisdictional questions and enforceability
Contract interpretation

Allocating liability for fraud

Technological failure
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James A. Cox (Jim)
Partner

CONTACT

jacox@jonesday.com

Dallas
(T) +1.214.969.4802
(F) +1.214.969.5100

With more than two decades of legal experience and a background in computer
science, Jim Cox has successfully advised clients on their most challenging and
difficult matters in litigation and arbitration, including complex technology-related
disputes, international disputes, class actions, and disputes involving corporate
acquisitions. Jim is now applying that experience to the innovative fields of
cryptocurrency and the blockchain, advising clients on Bitcoin, Ethereum, and other
virtual currencies, as well as on broader applications of blockchain technology.
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