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HB 285
UNIFORM ELECTRONIC TRANSACTIONSACT

With the advent of electronic means of communication and information transfer, business
models and methods for doing business have evolved to take advantage of the speed,

efficiencies, and cost benefits of electronic technologies. These devel opments have occurred in
the face of existing legal barriersto the legal efficacy of records and documents which exist
solely in electronic media. Whether the legal requirement that information or an agreement or
contract must be contained or set forth in a pen and paper writing derives from a statute of frauds
affecting the enforceability of an agreement, or from arecord retention statute that calls for
keeping the paper record of atransaction, such legal requirementsraiserea barriersto the
effective use of electronic media.

One striking example of electronic barriers involves so-called check retention statutes in every
State. A study conducted by the Federal Reserve Bank of Boston identified more than 2500
different state laws which require the retention of canceled checks by the issuers of those checks.
These requirements not only impose burdens on the issuers, but also effectively restrain the
ability of banks handling the checks to automate the process. Although check truncation is
validated under the Uniform Commercial Code, if the bank's customer must store the canceled
paper check, the bank will not be able to deal with the item through electronic transmission of
the information. By establishing the equivalence of an electronic record of the information, the
Uniform Electronic Transactions Act (UETA) removes these barriers without affecting the
underlying legal rules and requirements.

It isimportant to understand that the purpose of the UETA isto remove barriers to electronic
commerce by validating and effectuating el ectronic records and signatures. It isNOT a genera
contracting statute - the substantive rules of contracts remain unaffected by UETA. Nor isit a
digital signature statute. To the extent that a State has a Digital Signature Law, the UETA is
designed to support and compliment that statute.

Finally, recognition that the paradigm for the Act involves two willing parties conducting a
transaction electronically, makes it necessary to expressly provide that some form of
acquiescence or intent on the part of a person to conduct transactions electronically is necessary
before the Act can be invoked. Accordingly, Act only applies between parties that have agreed to
conduct transactions electronically. In this context, the construction of the term agreement must
be broad in order to assure that the Act applies whenever the circumstances show the parties
intention to transact electronically, regardiess of whether the intent rises to the level of aformal
agreement.
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