ELECTRONIC AGENTS

Enabling the use of electronic agents and artificial intelligence in financial services
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What is an electronic agent?
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An electronic agent is a computer program that performs specified
actions on behalf of a user, without reference to the user.
It completes a task in the way the user would, but without the user’s input. A practical example is the program – the
agent – searching for a lowest-priced item and, having identified it, rather than consulting the user on whether the item
should be purchased, agreeing to purchase the cheapest version of its own accord. The decision-making happens
on the part of the agent but, crucially, the decision the agent makes is in complete alignment with the user’s aims and
objectives. If deployed correctly, the electronic agent can drastically improve business efficiency. By delegating menial
tasks to the agent, the user’s time is freed-up to complete other, more complicated tasks.
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In applying the electronic agent to a practical example within financial services, the Artificial Intelligence (AI), operating
within a private wealth firm, may sign a legal document to transfer a sum of money on behalf of a client, upon their
request. The agents simply follow through with the action, without consulting or referring to the user – the natural
person within the firm. The agent agrees, or refuses, on its own. But, in signing the document, the AI has made the
decision on behalf of the user in complete alignment with what the user wants.
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Why is it so important for financial Services?

The introduction of agent
technology, and other related AI systems,
are set to entirely transform every facet of everyday life.
It has been hailed the “fourth industrial revolution”, and
like those that came before it, the technology is likely to
be employed by private enterprise ahead of being used at
the domestic level. As with any market-leading technology,
when it comes to the highly-competitive arena of the
marketplace, should a private enterprise fail to adopt the
latest technology, the repercussions could be monumental
– hindering the performance of the firm and even seeing
it left behind. For firms operating in financial services, this
is no different. Many firms will be looking to employ the
technology to overhaul their existing respective business
models, to greatly improve business efficiencies
and gain an advantage over competitors.
As an ever-changing area, it is therefore paramount that the
marketplace can develop and use the technology in a
safe and secure manner. This requires the legal and
regulatory space to fulfil its part. Regulation
must be proactive, not reactive. It must
enable a space in which service
providers can develop the
technology responsibly.
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How IS Guernsey enabling the use of Electronic Agents?
In 2018 Guernsey’s government and WE ARE GUERNSEY jointly
published a set of aims and priorities for its fintech mission:

To enable the widespread adoption and
application of teChnology in financial services
within a safe and secure environment.
TO ACHIEVE THIS THREE PRIOrities were identified:

1
2
3

Facilitating the widespread adoption of
electronic due diligence technologies.

Facilitating the use of digital assets.

Facilitating the use of smart contracts
and AI services.

Having identified three strategic priorities, Guernsey’s government and WE ARE GUERNSEY
have since committed to translating these priorities into the legal realm and marketplace.
Enabling the use of electronic agents is an inherent part of facilitating the use of smart
contracts and AI services, and so a practical part of achieving this priority is enabling service

States of
Guernsey

providers to operate in a legal space that does not discriminate against the use of electronic
agents. To ensure certainty, and in a world-first, the Electronic Transactions (Electronic Agents)
(Guernsey) Ordinance, 2019, was passed. The Ordinance provides absolute certainty to
service providers that electronic agents are legally able to conduct tasks on their behalf.
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Electronic Transactions (Guernsey) Law, 2000
The Law
Prior to the 2019 Ordinance,
the legal protection in place
was the Electronic Transactions
(Guernsey) Law, 2000.

Smart Contracts
The 2000 law was prescient –
necessary to provide enhanced
certainty of the legal effect,
validity, and enforceability of
smart contracts.

Application
The idea behind the legislation
was that where a company’s
articles remain silent, the law
takes effect.

Requirements
It was introduced to guarantee
that the legal requirements of a
form can be met electronically,
and that information and
documents shall not be
denied solely because they
are in electronic form or were
completed by electronic means.
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Artificial software
The law did not consider the
ability for AI software to operate
of its own accord on behalf of a
service provider.

Electronic agents
The law did not consider
electronic agents legally able
to complete tasks.

Progress
The 2019 Ordinance widens the
scope of certainty for service
providers by ensuring the legal
effect, validity, and enforceability
of documents devised or signed
by an AI agent.

widening the scope
of certainty for
service providers
weareguernsey.com
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Electronic Agents Ordinance, 2019
In response to the rapid, market-led

The ordinance also accommodates the drafting and

development of cutting-edge electronic agent

signing of documents both ways. For example, should a

AI technology, Guernsey passed the Electronic

natural person draft a contract, the electronic agent for

Transactions (Electronic Agents) (Guernsey)

the other side can sign. Equally, if an electronic agent

Ordinance on 1 March 2019. This innovative

drafts a contract, a natural person for the other side can

legislation builds on the existing Electronic

sign. Finally, just as two natural people can sign, two

Transactions (Guernsey) Law, 2000, and

agents – on either side – can bring a document into

contains a pioneering definition of the use of

force – one side’s agent by drafting, and the other

AI in the forming and agreeing of contracts.

side’s by signing.

In short, the ordinance stipulates that an AI
program has the legal right to not only sign
legal documents, but draft them, too.
The law states “a contract may be made,
formed or created by the interaction of
electronic agents, acting on behalf of parties,
even where no natural person was aware of,
or reviewed, the electronic agents’ actions
or the resulting terms”.

A contract may be made,
formed or created by the
interaction of electronic
agents, acting on behalf
of parties, even where
no natural person was
aware of, or reviewed,
the electronic agents’
actions or the
resulting terms.
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Electronic Transactions (Electronic
Agents) (Guernsey) Ordinance, 2019
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Guernsey – A Global Innovator
The use of AI is set to revolutionise all
facets of life, let alone financial services.
However, private firms – particularly those
operating within financial services – are
likely to be among the first to employ
the cutting-edge technology to improve
everything from administration to, further
into the future, high-level decision making.
By having the legal realm up to speed
with, and on the side of, technologically
innovative private enterprise, through
the likes of the Electronic Transactions
(Electronic Agents) (Guernsey) Ordinance,
2019, Guernsey continues to prove itself
as a global innovator. The island, by virtue
of its legal foresight, has developed a
marketplace in which all manner of
fintech can thrive.
The legal authority for electronic agents
to act as “the agent” under law has
been followed by clarification on the
part of Guernsey’s regulator. The island
continues to prove that it is a leading
global finance centre that promotes
the safe, secure application of current
and future technologies.
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Views of Guernsey specialists

This is another demonstration of Guernsey’s
ability to move quickly and be forward-thinking
to help businesses worldwide achieve their
goals. While the existing legislation already
allowed for the innovative use of technology
in transactions, this new ordinance sets a global
standard for legal clarity where AI tech is used
in contract formation.
Wayne Atkinson
Group Partner, Collas Crill

Guernsey’s willingness to implement changes
to the law sees it moving ahead of competing
jurisdictions in offering technological solutions
and electronic commerce tools to financial
services businesses. The ability to amend the
law at short notice, and thereby react in a rapidly
evolving area of law, provides Guernsey with a
platform to deal with future advances in respect
of electronic transactions.
Tom Carey
Partner, Carey Olsen
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The Electronic Transactions (Electronic Agents)
Guernsey Ordinance, 2019 is a perfect example of
the critical element of Guernsey’s success in recent
times – it is the readiness to consider and embrace
innovative changes such as electronic signatures,
which sets Guernsey apart.
The island has a long and consistent track record
of embracing innovation and change, of being bold
and being prepared to move first on opportunities,
and to taking an appropriate and pragmatic
approach to that change. By introducing this law,
we are able to confirm definitively that the legal
requirements of form can be met electronically, and
that information and documents shall not be denied
legal effect, validity, enforceability or admissibility in
Guernsey solely because they are in electronic form.
Craig Cordle
Partner, Ogier

Find a practitioner today!

To find a service provider in Guernsey, visit the
business directory at weareguernsey.com
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