Research Journal in Advanced Humanities

Research Journal in
ADVANCED

d| https://doi.org/10.58256/4w202n53

HUMANITIES

_ | Research Article
.

L)

Check for
updates

Section: Digital Humanities

Q

How to Cite:

Allouzi, A.S., KRIM, K. ., &
AlKhamaiseh, M. A. . (2024). The
role of artificial intelligence and
emerging technologies in UAE
commercial transactions law
(2023). Research Journal in Advanced
Humanities, 5(4). https://doi.
org/10.58256/4w202n53

Published in Nairobi, Kenya
by Royallite Global.

Volume 5, Issue 4, 2024

Article Information
Submitted:2nd August 2024
Accepted: 4th November 2024
Published: 24th November 2024

Additional information is
available at the end of the
article

https:/ / creativecommons.
org/licenses/by/4.0/

ISSN: 2708-5945 (Print)
ISSN: 2708-5953 (Online)

To read the paper online,
please scan this QR code

CIOR®

The role of artificial intelligence and emerging
technologies in UAE commercial transactions
law (2023)

Adel Salem AlLouzi', Karima KRIM? & Mohammad Abdalhafid

AlKhamaiseh'!

'Abu Dhabi University, UAE

‘Faculty of Law and Political Science, Djilali Liabes University of Sidi

Bel-Abbes, Algeria

*Corresponding author’s email: adel.allouzi@adu.ac.ae
https://orcid.org/0000-0002-2535-8637

Abstract

In light of the Fourth Industrial Revolution, the intervention of
artificial intelligence in commercial transactions has expanded
significantly. It has not remained merely a subject or object of the
contract, whether as a material or moral product. However, it has
progressed to play a fundamental and effective role in concluding
contracts as an electronic agent. This agent enables the automation
of contracts, either wholly or partially, without human intervention.
The UAE legislator has shown keen interest in regulating this usage,
initially through the Electronic Transactions Law of 2006, then the
updated law of 2021, and most recently through the Trade through
Modern Technology Law of 2023. This framework considers artificial
intelligence an information program that represents the original
principal and bears the consequences of the transaction it engages
in, despite the absence of legal personality for the electronic agent.
The integration of artificial intelligence and modern technologies
has profoundly transformed the landscape of commercial law. Al
technologies, including natural language processing and machine
learning algorithms, are increasingly employed in contract formation,
risk assessment, and dispute resolution. These tools enhance efficiency,
reduce human error, and streamline transactional processes, benefiting
both businesses and consumers. Furthermore, the rise of modern
tools such as digital currencies, smart contracts, and blockchain has
revolutionized commercial transactions by offering unprecedented
levels of transparency, security, and automation. Blockchain ensures
immutable and verifiable records, while smart contracts self-execute
upon fulfillment of predetermined conditions, reducing reliance on
intermediaries and reinforcing transactional integrity. This paper also
explores the legal and regulatory responses to these developments.
Jurisdictions globally are facing the need to revise existing laws or
draft new ones to address the challenges posed by artificial intelligence
and emerging commercial technologies. The evolving nature of
technology calls for flexible and adaptive legal frameworks to ensure
that commercial law remains relevant and effective.

Keywords: artificial intelligence, automated contract, electronic
intermediary, regular agent, trade with modern technology
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1. Introduction

Commercial transactions have seen several developments due to their close association with commercial
activity, which is characterized by rapid movement in both time and space. Transformations in
transportation, media, and communication have had a significant impact on the emergence of multiple
forms of contracts and transactions (Berman & Kaufman, 1978). Over time, commerce transitioned
from barter and goods exchange to cash-based transactions; and later, from traditional paper-based
contracting to electronic dealings following the spread of e-commerce. E-commerce now exists in
various forms: between businesses (B2B), between businesses and consumers (B2C), between businesses
and governments (B2G), and between governments and consumers (G2C). The current trend, however,
reflects the growing involvement of artificial intelligence (AlI) in transactions and the provision of both
government and private sector services. This has also paralleled the shift from traditional government
to e-government and, more recently, to smart government systems (Jamal Qasim Hassan & Mahmoud
Abdel Salam, 2021).

In recent years, the use of artificial intelligence in business transactions has expanded significantly
through what is known as the electronic or intelligent agent. The first such agent, Eliza, was created
in 1966 by German researcher Joseph Weizenbaum to conduct basic conversations and answer user
questions. It later evolved to provide product information for sales purposes, with Alice being one of
its advanced versions. As internet technologies evolved, these agent programs were no longer limited to
research institutions like MIT and IBM. They began to serve more complex functions beyond simple
data retrieval, eventually being adopted globally—both in military and civilian sectors—as internet
accessibility became widespread (Sameh Zeinhom Abdel Gawad, 2008).

With AI’s capacity to learn and adapt, some transactions now depend on computer programs
that execute user commands or operate independently without human oversight. These systems can
make decisions related to contracts after analyzing and processing data—sometimes even without the
user’s direct awareness (Hermans, 1997). This evolution has led to the perception that Al-based contracts
may represent a new frontier for humanity. Some researchers even argue that once these boundaries are
crossed, Al could catalyze a new era of advanced human civilization (Aboelazm & Ramadan, 2023).
Still, a core principle remains: artificial intelligence cannot entirely replace human intelligence.

The UAE’s orientation toward technological leadership is evident in its efforts to adopt artificial
intelligence strategies to facilitate life and enhance community services. This progressive stance has
enabled the UAE to stay aligned with global advancements, especially within its commercial sector.
Other Arab countries, such as Saudi Arabia, have also witnessed rapid electronic development due to
increasing volumes of sales and transactions. This has been reflected in a series of important legislative
efforts, including;:

e Federal Law No. 1 of 2006, which laid the foundation for electronic transactions regulation.

e Federal Decree-Law No. 46 of 2021, concerning electronic transactions and trust services.

e Federal Decree-Law No. 50 of 2022, which amended provisions regulating commercial
transactions, recognizing platforms, websites, smart applications, data, and artificial intelligence
as professional commercial businesses.

e Federal Decree-Law No. 14 of 2023, which introduced rules for trade using modern technology.
These provisions define modern tech trade as including the sale and purchase of goods, services,
and associated data in technical environments conducted through websites, platforms, or smart
applications. It also includes non-digital goods/services obtained virtually or physically using
digital means. Al and smart applications are explicitly recognized as modern technological tools.

Artificial intelligence can participate in commercial transactions in two primary ways: either as the
subject or object of the transaction, or as an intervening party (Jacquemin & Hubin, 2017). Al simulates
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human intelligence using machines and software to perform complex tasks. This study focuses on the
second role, Al as an intervening party in contractual relations.

Relevance of the Study: The UAE’s adoption of the Artificial Intelligence Strategy 2031, which promotes
the ethical and safe development of Al, underscores the strategic significance of this research. Practically,
the topic is important due to Al’s increasing role in shaping contracts between merchants and consumers.
Legally, the subject is timely, as new regulations have begun to define AD’s role as a “transaction partner”
or automated intermediary, particularly in Federal Decree-Law No. 14 of 2023.

Research Problem: The expansion of e-commerce and Al usage raises several legal questions:

e How does UAE law regulate ADs role in transactions as an active party before or during contract
formation?

e Should these transactions be subject to general contract rules or electronic transaction provisions?

e What is the legal status of contracts concluded by an electronic agent in light of Federal Decree-
Law No. 14 of 2023?

e Is the Al system itself legally responsible, or does accountability lie with its user or operator?

This study aims to examine how UAE legislation addresses AI’s participation in commercial transactions,
particularly in negotiation and contract execution, while assessing whether current legal frameworks
uphold the principle of technological neutrality. This principle ensures that electronic transactions are
treated on par with traditional ones. The analysis is especially relevant after the replacement of the
2006 Electronic Transactions Law by the 2021 Electronic Transactions and Trust Services Law, and the
introduction of new provisions under the 2023 trade law.

2. Literature Review

This section presents a review of past information about the impact of artificial intelligence and the
impact of commercial technology on the Specific Transactions Law of 2023. The intervention of
artificial intelligence in commercial transactions, and developments in the Commercial Law through
modern technology for the year 2023, will be by studying its role in the pre-contractual stage and in the
contractual stage, after identifying the legislative provisions regulating contracting electronically using
an electronic agent.

2.1 Legal Regulation of Artificial Intelligence as a Party to a Commercial Transaction and Electronic
Agent

The development of information technology has been a key factor in the emergence of electronic
contracts. Alongside this, automated systems have proliferated due to the openness and widespread
use of the internet, as well as the continuous advancement of digital technologies and their broad
applications in various transactions, particularly in e-commerce, which is now conducted almost
entirely online. Among the most significant innovations in this space is the rise of the electronic or smart
mediator. Contracts have now transitioned into “smart” contracts, enabled by artificial intelligence and
automation (Petit, N., 2017). The primary objective of these smart systems is to assist individuals in
completing tasks while minimizing financial costs and time consumption. Regarding the regulation of
electronic transactions, UAE law has been at the forefront. Since the early 2000s, the UAE has addressed
electronic intermediaries through progressive legal reforms, beginning with Federal Law No. 1 of 2006
and extending to amendments enacted in 2022. More recently, business dealings involving artificial
intelligence have been governed by the newly introduced Federal Decree-Law No. 14 of 2023 on trade
through modern technological means.

To understand AI’s legal role in commercial contracts, it is essential first to define its position
as an electronic intermediary or agent and then to explore the features that distinguish it (Andrade, F.,
Novais, P., Machado, J., & Neves, J., 2007).
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2.1.1  What Is an Electronic Agent? (Artificial Intelligence in Contracting)

Artificial intelligence is fundamentally built on a robot’s or digital computer’s ability to perform tasks
typically associated with intelligent entities and to adapt to changing environments. In commercial
contracting, Al systems may function as a contracting party by executing contractual tasks or decisions.
To properly define an electronic agent, we must examine the term both jurisprudentially and legislatively.
The jurisprudential foundation dates back to the concept of the executive director, introduced by legal
scholars to describe the role of autonomous systems in transactions. These definitions often focus on the
system’s purpose and the nature of tasks it performs (Franklin & Graesser, 1996). For example, intelligent
software, also called client programs; may participate in contract dialogues, facilitate negotiations,
and coordinate information. Such agents can be described as independent computer programs that
operate without human or external agent intervention, maintaining control over their internal state
and decision-making processes. Their behavior and problem-solving methods are influenced by the
surrounding environment and by the program’s pre-defined objectives (Weitzenboeck, 2001). Another
common definition frames the electronic agent as any electronic system, program, or means capable
of automatically carrying out or reacting to an action in whole or in part, without reference to a real
person. These systems can process data messages and react without needing human input every time
they are activated. Essentially, they serve as intermediaries in electronic transactions, performing the role
traditionally held by human agents, whether legally qualified or not.

Some legal scholars argue that electronic agents may be preferable to traditional agents in certain
tasks, due to their efficiency, speed, and lack of human error. However, their use in legal transactions is
not without challenges, including ethical concerns, reliability, and the question of legal accountability.
Despite the lack of a precise statutory definition of artificial intelligence, legislators across jurisdictions
have shown increasing interest in regulating contracts involving automated systems and electronic agents
(Aboelazm, K. S., 2023). Influences from Canadian and American law, the UNCITRAL Model Law on
Electronic Commerce, and the United Nations Convention on the Use of Electronic Communications
in International Contracts have also helped shape the UAE’s legal approach.

A formal legal definition of “electronic intermediary” first appeared in Article 2 of Dubai
Emirate Law No. 02 of 2002, concerning electronic transactions and commerce. According to Price and
Al Tamimi (2005), the term referred to a computer program or system capable of autonomously acting
or responding, wholly or partially, without the supervision of a natural person at the moment the action
takes place. Later, Federal Law No. 1 of 2006 refined this definition, introducing the term “automated
electronic intermediary,” and described it as an information technology program or system that operates
automatically and independently without human involvement. This law deliberately added the adjective
“automated,” signaling the legislator’s intention to emphasize autonomy.

Following this, Federal Decree-Law No. 46 of 2021 (which repealed the 2006 law) continued
using similar language. It defines an electronic information system as one that operates automatically
and independently, in whole or in part, without any human intervention at the time of operation or
response (Qouteschat, O. H., & Alawamleh, K. ]J., 2017). This legal continuity reflects the UAE’s evolving
yet consistent approach to regulating Al systems in commerce.

2.1.2  Characteristics of the Electronic Medium

To better understand the role of artificial intelligence as an electronic agent or mediator in contracting,
it is useful to examine its distinguishing characteristics. Swarna, T. et al. (2002) categorized these traits
into two areas: the degree of technological interference in a transaction, and the subjective attributes of
Al systems. The most common usage of an electronic agent is in e-commerce. These agents do more than
just search for goods and services—they can initiate, negotiate, and execute contracts. Al has evolved
from merely assisting with transactions to becoming the medium through which digital commerce is
conducted.

Page 159



Research Journal in Advanced Humanities

According to Federal Decree-Law No. 14 of 2023, trade using modern technological means
includes “any technical means used for trade,” including electronic, digital, biometric, Al systems,
blockchain technologies, and other smart tools. It also recognizes platforms, websites, and applications
as mediums through which such activities take place (Wimmers, J.,2021). These means may be employed
in commercial activities involving real or virtual goods or services, through technical mediation, or
via social media platforms, digital commerce websites, and smart applications. In practice, Al systems
today include tools such as digital assistants, speech recognition software, translation tools, and
recommendation engines, like Apple’s Siri. More advanced Al systems function autonomously in settings
like self-driving vehicles, industrial IoT systems, and automated logistics (Sardar et al., 2019). These
systems support human decision-making or completely replace human intervention in some cases.

The defining trait of these smart agents is independence; they execute legal or physical actions
with a degree of autonomy, minimizing or eliminating human involvement. A smart agent operates
based on inputs, follows internal logic, and produces predefined outputs. It can be regarded as a “virtual
person”, not because it holds legal status, but because it behaves like one in transactions.

Advantages of smart agents include freedom of operation, adaptability, and the ability to
communicate with other users or agents. They are designed to react to events automatically and
independently, making them vital components in modern, dynamic digital marketplaces (Aboelazm, K.
S.,2024).

2.1.3 Distinguishing Between Intelligent Agents and Ordinary Agents

To better understand electronic agents, it is necessary to distinguish them from traditional or regular
agents. While both facilitate transactions between parties, their legal standing, formation, and
operational modes differ significantly (Padgham & Winikoff, 2005). Under the UAE Civil Transactions
Law, a regular agency is a contract in which a principal appoints another party to act on their behalf
in a known, permissible transaction. This agreement requires mutual consent between the two parties,
often documented in writing.

In contrast, an electronic agency is not formed through negotiation or offer and acceptance.
Instead, it is created unilaterally by programming an electronic system to act within specified limits
in commercial transactions. The system’s functions, whether preparing, negotiating, or concluding
contracts, are dictated by data input and predefined parameters (Aljasmi, A. E., 2015). The conditions
for a valid traditional agency are well-defined. The principal must have the legal right to delegate,
the agent must be qualified, and the subject matter must be specific and capable of representation.
However, in an electronic agency, these requirements do not apply. The system is governed by electronic
transactions law, not civil agency law (Alustath, H., 2016).

Attempts have been made in jurisprudence to recognize electronic agents as possessing legal
personality, capable of expressing contractual will and creating legal consequences for the principal.
Yet legislators have stopped short of granting such status. Most Arab jurisdictions, including Bahrain,
Kuwait, and Jordan, treat electronic agents as tools, not legal persons. Differences between regular and
electronic agents also arise in how they can exceed the scope of their authority. A regular agent can act
beyond instructions if doing so benefits the principal. In contrast, an electronic agent is strictly bound
by its programming. However, with advanced Al, a smart agent can make decisions beyond its original
boundaries, posing new challenges for accountability (Poole & Mackworth, 2010).

In cases where a product selected by an Al agent does not match the principal’s preferences,
a regular agent could cancel or revise the contract. A smart agent, however, would execute the order
automatically. Some scholars even envision a “web manager”, a highly intelligent program that conducts
entire transactions without any user control (Lynn Kaarst-Brown & Robey, 1999). Debates about
whether Al agents should have legal personality have yielded three main views:
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e Legal Fiction Theory: Supports granting Al a virtual legal identity for accountability purposes.

e Communication Tool Theory: Views the Al agent as nothing more than a medium.

o Financial Liability Theory: Suggests creating insurance-backed financial autonomy for Al agents,
enabling merchants to allocate assets and shield themselves from liability.

All of this is done without monitoring or control from the user as long as his work is independent, which
calls into question the extent to which the electronic agent enjoys the legal capacity that enables him to
conclude transactions. Opinions were divided into two sections: granting the electronic agent a virtual
legal existence and personality and adhering to considering it a mere communication tool that does not
rise to the level of being considered a legal person, as follows:

e Natural personality in law is the acquisition of rights and the bearing of obligations, according
to your personal belief or taking it into consideration. First, the boat of artificial intelligence
is excluded by the person because the natural human being alone is intelligent and has this
description, and the intelligent agent does not have a real tangible existence but rather a virtual
one due to its scope and field and the absence of feelings, awareness, and free will as is possible.
Does this make him depart from the principle of the person in particular, which is a group
of funds or a group of funds or individuals and an organization of funds and thus a specific
goal or leavers involved in the project of controlling its existence, and is distinguished by its
independence from the persons who compose it, and the jurisprudential opinions conflicted
on the basis of those groups. The legal existence is either the theory of tricker assumption or
imagination or the theory of truth. It appears that the theory of imagination is compatible with
the electronic agent, but it requires that you be affected to grant it legal personality. Who has
not done so now?

e The second rejects the commercial law of the smart agent, but rather it is merely a tool for linking
and mediating to conclude electronic transactions and in everything necessary, three objectives
must be applied to the legal framework of the electronic agent, represented in verifying the
validity of the contract, then the responsibility of its users with protection and dealing with it,
all of this to enhance electronic commerce and increase legality.

e Another trend emerged as a result of research into the responsibility of artificial intelligence,
which relies on adherence to the theory of financial liability, by recognizing the electronic phone
agent’s financial liability with the adoption of the alliance system by subscribing to insurance
with a specific registration and choosing to apply the allocation liability. The dealing merchant
allocates an independent and distinct financial liability that he grants to the electronic mail
agent to carry out a specific activity, which cannot be implemented by the merchant’s creditors.
It begins with the transfer of some of the merchant’s assets, which are disposed of by the agent,
and insurance is added to it.

e However, the CEO remains just an electronic program, machine, or device that performs the
tasks assigned to him in an automated manner without any modern human influence.

Despite these views, the UAE legislator currently treats the electronic agent as a machine, requiring
digital merchants to provide insurance coverage for Al-assisted transactions to protect consumers and
ensure responsible commerce.

2.2 Role of Artificial Intelligence in Transactions

The closing decades of the twentieth century witnessed significant technological advancements,
including the emergence of programs capable of issuing model offers through data exchange systems,
and registering and recognizing acceptance from contracting parties (Draganov, M., Panicharova, M., &
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Madzhirova, N., 2018). The surge in available data stemming from increased e-commerce activity and
consumer behavioral tracking led to the development of electronic mediators, which now play a pivotal
role in facilitating transactions on behalf of the client or principal.

2.2.1 Role of Artificial Intelligence in the Pre-Contractual Phase

Electronic intermediaries serve various functions, including information retrieval, monitoring,
assistance, and enabling e-commerce. These intermediaries typically exist in two forms: those that
physically execute tasks on behalf of users and those that perform digital functions such as data analysis
and recommendation. In the pre-contractual stage, electronic intermediaries help identify relevant
information, promote products and services, and influence the contracting parties’ decisions (Giaglis,
G. M., Klein, S., & O’Keefe, R. M., 2002). Smart programs search the internet to collect and filter data
aligned with user preferences. They suggest suitable products or services and offer merchants insights
into customer needs. Based on this analysis, merchants can adapt products, refine marketing strategies,
and attract new customers (Segaran, T., 2007). These agents may also monitor internet trends and assist
users through learning-based adaptations; filtering emails, responding to inquiries, and improving over
time through user feedback.

Advertising, as shaped by Al, focuses on collecting behavioral data from social networks and
digital platforms. Tools such as cookies, big data analytics, and chatbots enable personalized marketing.
In finance, Al facilitates transactions in insurance and loans with minimal human intervention (Yas,
N., Al Qaruty, R., Hadi, S. A., & AlAdeedi, A., 2023; Magnuson, W., 2020). For such practices to
remain lawful, they must conform to UAE legal standards for electronic advertising. Any electronic
communication encouraging the sale of goods or services must avoid fraudulent or misleading content.
Misleading advertisements—such as those omitting essential facts or promoting fictional discounts—are
prohibited under UAE law (Bakos, Y., Marotta-Wurgler, F., & Trossen, D. R., 2014). Only campaigns
that meet the standards set by competent authorities for digital marketing are permitted.

Further, any promotion involving misleading digital assets (e.g., cryptocurrencies) or unlicensed
electronic payment units is criminalized, especially when conducted via digital platforms (Khamvan, A.,
2016). UAE legislation has expanded these regulations to include the misuse of Al, such as creating robots
that disseminate fraudulent information. This framework protects consumers, particularly vulnerable
ones and ensures transparency and accountability, even when the advertiser is a non-human agent.

2.2.2 Effects of Artificial Intelligence Intervention on the Contractual Stage

As e-commerce expanded, electronic intermediaries have become indispensable in enabling and executing
contracts. Upon conclusion of negotiations, the intermediary, on behalf of the merchant or buyer, may
autonomously finalize the transaction. Whether procuring raw materials or purchasing a product, Al
can act as a digital representative for either party.

In blockchain-powered environments, Al facilitates instantaneous transfer of ownership and
payments, often without the need for follow-up. Once the digital agent confirms the transaction,
blockchain ensures security and traceability (Ebers, M., Poncibo, C., & Zou, M., 2022). The buyer,
through Al assistance, must still fulfill legal obligations, reviewing goods or services and contract terms
diligently. Purchases are governed by standards ensuring informed consent, and rights such as product
return must be exercised responsibly. Smart contracts, automatically executed when predefined terms
are met, represent the future of digital contracting (Poncibo, C., 2023). When automated inventory
systems are in place, sellers can respond to orders autonomously. In some cases, buyers receive approvals
without human confirmation (Yas, N., Elyat, M. N. 1., Saeed, M., Shwedeh, E, & Lootah, S., 2024).

Emerging models even predict Al-initiated communications between devices, as seen with
Internet of Things (IoT) applications. For example, a smart refrigerator ordering groceries autonomously
demonstrates the new paradigm of transactional automation. Such transactions, which operate with
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minimal human involvement, are classified under UAE law as automated electronic transactions. These
are generated by systems that process, store, and exchange electronic information (Aljneibi, K., 2014).
The consumer interacts through digital means, while the intermediary acts as a facilitator, ensuring all
conditions of the contract are met.

The Trade Law through Modern Technology of 2023 protects digital consumers by mandating
transparency in digital contracts, disclosing product details, merchant identity, payment methods, and
logistics information. The law also introduces insurance obligations for digital merchants, covering
potential risks such as fraud or data loss. Approval of such insurance terms may be required by the
Ministry of Economy or the Council of Ministers.

2.2.3 The Actions of the Electronic Agent Are Deemed to Be Issued by and on Behalf of the Originator
Under UAE law, the actions of an electronic agent are attributed to its human or organizational
originator. Since the Electronic Transactions Law of 2006, and reaffirmed by Federal Decree-Law No.
46 of 2021; such actions are treated as valid and binding, with equal legal weight as traditional paper-
based transactions. The law maintains that a contract does not lose its enforceability simply because it
was executed electronically. It affirms that when an electronic agent acts on behalf of a party, the legal
consequences extend to that party. It is regarding electronic transactions Trust.

e  Which is considered one of its objectives to enhance trust, encourage and facilitate electronic
transactions of all kinds, and protect the dealers, so it explicitly states that the contract does not
lose its validity or evidentiary value or enforceability merely because it was made by one or more
electronic documents.

o .The legislator considers that the actions of the electronic agent are issued by the originator and
on his behalf.

e The aforementioned indicates that the electronic transaction is specifically linked to the originator
as the source of the electronic document because the automated electronic program is set up
to function automatically by the originator or on his behalf, or as the addressee because he
confirmed receipt by sending a simple message via electronic, automated, or any other method.
Even if there is no direct or personal involvement from any real person during the contract-
making process in these systems, the agreement is nevertheless enforceable, valid, and has legal
consequences. The law also allowed a person to enter into a contract with another person through
an automated electronic information system if the other party is aware, or should be aware,
that the contract will be automatically concluded or executed by the system. As per the United
Nations’ stance on the use of electronic messages in international contracts, contracts between
smart information systems (also known as electronic intermediaries) can be made without the
need for human intervention. Furthermore, these contracts are legitimate transactions that have
electronic consequences.

e Thus, electronic transactions are equal to regular transactions, and the use of a smart application
cannot be considered in any way a reason for the invalidity of the contract or the loss of its legal
value. Artificial intelligence systems benefit from the equality between regular and electronic
contracting systems, so contractors cannot evade their obligations because the contract is based
on an independent smart program or mechanism.

Electronic transactions remain enforceable even when no human directly participates in the contract
formation. The law allows contracts between automated systems, provided both parties understand
the automated nature of the transaction. This aligns with the United Nations’ position on electronic
contracting. Furthermore, Federal Decree-Law No. 50 of 2021 emphasizes that commercial transactions,
whether traditional or electronic, are subject to the same legal standards. Verification of parties through
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digital identities and digital signatures affirms the legitimacy of such contracts.

Finally, the UAE’s 2023 legislation stipulates that those who engage in technology-based trade
are accountable for their actions. Violations of Decree-Law No. 14 result in legal liabilities, reinforcing
trust in Al-driven commerce and ensuring technological neutrality in commercial law.

3. Methodology

This study employs a dual-method approach combining descriptive and analytical methods. The
descriptive component identifies and compares the role of the electronic agent—an embodiment of
artificial intelligence (Al) to that of the traditional agent in commercial transactions. The analytical
method is used to evaluate how the UAE legislator has addressed the legal implications of Al intervention
in transactions. This includes a close examination of legal texts, regulatory frameworks, and amendments
to commercial laws, particularly the Federal Decree-Law No. 14 of 2023 and related statutes.

4. Discussion

Artificial intelligence and modern technologies have profoundly reshaped commercial transactions. The
UAE, in particular, has emerged as a pioneer in legally recognizing and integrating these innovations into
its commercial framework. From the early 2000s, the UAE began regulating electronic transactions and
intermediaries, culminating in the comprehensive 2023 law on trade through modern technology. This
legislative evolution marks a shift in perception: Al is no longer merely a facilitative tool but a functional
participant in commercial dealings.

Under UAE law, an electronic agent refers to an autonomous computer program capable of
performing transactional functions independently of human oversight (Qouteschat et al., 2017). The
legal recognition of electronic agents has enabled contracts executed by Al systems to be binding and
enforceable. These agents replicate many functions traditionally assigned to human intermediaries:
negotiating terms, executing contracts, and managing transactions based on environmental and system
cues.

The legal framework established by the UAE beginning with Dubai Emirate Law No. 02 of 2002
and reinforced by subsequent legislation treats electronic agents as autonomous systems with defined
roles in commercial activities. This clarity has facilitated the use of Al in business and promoted trust in
electronic transactions.

The Al-driven transformation of commercial activity extends to the nature of agency relationships.

According to the UAE Civil Transactions Law, a traditional agency is a bilateral agreement between a
principal and a human agent to act on the former’s behalf in a legally permissible transaction (Aljasmi,
2015). In contrast, an electronic agent is not a party to a bilateral contract but rather a product of a
unilateral act an algorithm or program assigned defined powers based on input data.
Despite similarities in function, traditional and electronic agents differ significantly in their operational
scope and legal treatment. Traditional agents may exceed their authority for the benefit of their
principals. However, electronic agents are bound by their programmed parameters. As Al becomes
increasingly sophisticated, these agents may act beyond their initial instructions, raising concerns about
accountability and legal capacity (Poole et al., 2010).

The UAE’s legislation recognizes this challenge and addresses it through proactive regulation.
Al is acknowledged as a transformative force in commerce but is also subjected to checks, including
insurance mandates and consumer protection measures, especially under the Trade Law through Modern
Technology of 2023.

5. Recommendations
To safeguard contracting parties, especially vulnerable ones, from potential risks posed by Al-based
transactions, further legislative action is essential. This should include:
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e Establishing a standardized legal framework across Arab states to address disparities that hinder
regional economic development and investor confidence.

e Promoting Emirati legal standards as a model for regional and international adoption, given
their comprehensiveness and forward-thinking nature.

e Encouraging laws that mandate insurance coverage for risks arising from Al-mediated contracts,
as exemplified by the UAE’s 2023 law.

e Governing the use of Al comprehensively from pre-contractual interactions to post-contract
execution rather than limiting regulation to the moment of contract formation.

While the UAE has made significant strides, emerging technologies demand dynamic and anticipatory
legal frameworks that uphold innovation while ensuring fairness, transparency, and accountability.

6. Conclusion

As Al and intelligent systems evolve, legal systems must respond not by merely applying classical
doctrines of legal personality but by developing innovative, context-specific frameworks. The UAE’s
legal response acknowledges that Al especially in the form of electronic agents, plays a substantive role
in both pre-contractual and contractual phases.

The legislator treats these agents as autonomous programs operating on behalf of originators,

establishing legal consequences for their actions. While they are not granted legal personhood, they are
regulated through laws that provide them with operational legitimacy. This approach allows for their
integration into digital commerce, ensuring enforceability and consumer protection.
The distinction between traditional and electronic agency is foundational. While traditional agents are
human or legal persons bound by mutual agreement, electronic agents function through algorithmic
processes, without the need for human consent at each action point. Their impact spans negotiating,
concluding, and executing contracts.

AD’s integration into commerce introduces novel legal complexities from liability and consumer
protection to contract validity and enforcement. Therefore, Al-mediated contracts are now governed not
only by general commercial and civil rules but also by specialized regulations like the UAE’s 2021 Trust
Services Law and the 2023 Trade through Modern Technology Law.

Ultimately, Al’s presence in commercial law necessitates constant legal adaptation to protect all parties
involved and ensure that technology remains a tool for human benefit rather than disruption.
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