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Abstract:

This study investigates the transformative role of Artificial
Intelligence (Al) in advancing the architecture of smart contracts and
managing their legal disputes, moving beyond the conventional
approach that treats Blockchain algorithms as merely rigid,
deterministic self-executing software. The research addresses the
fundamental tension between the rigidity of programmatic code and
the substantive principles of justice and private law, with a particular
focus on the emerging complexities within the banking and insurance
sectors. These challenges encompass the inability of programmatic
syntax to accommodate open-textured legal standards such as utmost
good faith, the systemic operational risks arising from reliance on
external data oracles, and civil liability dilemmas surrounding
autonomous algorithmic credit-scoring decisions, Furthermore, the
paper examines smart dispute resolution mechanisms and due process
guarantees against the challenges of algorithmic bias and the black-
box dilemma. Adopting an analytical, comparative, and forward-
looking judicial methodology, the study analyzes recent landmark
judicial precedents from United States federal courts, decisions of the
Digital Economy Court at the Dubai International Financial Centre
(DIFC), and regulatory frameworks established by the Virtual Assets
Regulatory Authority (VARA).The study concludes that mitigating
the perils of automated execution necessitates a structural transition
toward hybrid contract architectures—subordinating executable code
to authoritative natural-language legal terms. It further advocates for
embedding software-level judicial circuit breakers to suspend
execution during force majeure or court orders, subjecting Al-driven
financial contracts to regulatory sandboxes prior to deployment, and
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instituting human-in-the-loop algorithmic arbitration to ensure judicial
explain ability and due process.

Keywords: Smart Contracts, Artificial Intelligence, Blockchain,
Algorithmic Arbitration, Banking and Insurance Sectors, Hybrid
Contracts, Circuit Breakers, Judicial Precedents.
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