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As a general rule, the obligations of the parties to a contract cannot be enforced by law if the parties have only entered into an agreement. Constant agreements, such as plans to get together for a meal or a social activity, are made daily by human beings. The law will not enforce such an agreement because it is not the parties' intention that it create contractual obligations. If a court has to decide if a person meant to start a legal relationship, it will look at whether a reasonable person would think that the offer made to him was meant to start a legal relationship. As a result, parties must do more than just come up with an agreement on paper if they want to be held to its terms under the law. Consequently, from a legal standpoint, the transaction's formality and the relationship between the parties entering it could be deciding factors. The answer to the question of whether such an intention existed must be arrived at in an objective manner. In the case of Edmonds v. Lawson [2000] 1 WLR 1091, Lord Bingham made the following observation.
In the area of contract law, the concept of "intention to create legal relations" (ITCLR) is taken into account in three different scenarios.
1) social/domestic context
2) The commercial and corporate setting.
3) Public agencies or organizations that have an impact on issues of public interest context
In a private or family setting, participants are presumed to lack the intent to make a legally binding agreement until evidence to the contrary is presented. A rebuttable presumption would be that the parties did in fact intend to be bound by the terms of the agreement. In this setting, the parties involved are close friends, relatives, or acquaintances.
Unless proof to the contrary exists, it is assumed that parties to a commercial or business arrangement intend to create a legally enforceable agreement. If the parties did not intend to be legally bound, this presumption can be rebutted. Contracts between companies, between employers and employees, and in other business settings fall under this category.
The difference between these two settings is significant because it contributes to the process of determining whether or not the persons involved meant to create legal responsibilities. It ensures that social agreements, which are typically unofficial and are not meant to establish legal responsibilities, do not give rise to enforceable contracts. This is because the purpose of social agreements is not to create legal obligations. On the opposite hand, it ensures that commercial agreements, which are designed to generate legal duties, are enforceable. 
Agreements between government entities fall under the purview of the idea of intention to create legal relations (ITCLR). Government agencies, local governments, and public utilities are all examples of public bodies that have the legal authority to engage into contracts with either private parties or other public bodies. When deciding whether or not to enforce such contracts, the ITCLR criterion is often decisive.
In most cases, when a government entity enters into an agreement with a private party or another government entity, it is presumed to have the intent to create a legally binding relationship. This is so due to the fact that governments function in a commercial setting, and because agreements made by governments are typically meant to create binding legal duties.
The presumption is that the parties did not intend to make a legally enforceable agreement in a social or domestic setting, unless the evidence reveals otherwise. This applies even if the setting is social or domestic. If the parties desire to be legally linked to one another, then this presumption can be disproved. Yet, courts have established a high threshold for refuting this presumption, and it can be difficult to demonstrate that the parties meant to create a legal relationship in a social or domestic arrangement due to the fact that the bar has been set so high.
For instance, the presumption established in Balfour v. Balfour that social and domestic agreements between spouses are not intended to create legal relations unless shown otherwise. If the couple had gotten a divorce, the accused would have to pay £30 per monthly in spousal support to the wife. Without consideration, the court ruled that the agreement was not binding because there was no evidence that the parties intended to create legal relations. 
Applied to Jones V Padavatton [1969] In 1962, Mrs. Jones, a respected member of the community, offered her daughter a monthly stipend if she would agree to leave her job in the United States and begin studying law in England with the goal of becoming a barrister. Owing to a lack of affordable housing, Old Mrs. Jones bought her daughter a home in London, where she could live and collect rent from others. Unfortunately, a rift developed in 1967, leading Mrs. Jones to stake her claim on the property even though her daughter had failed to meet even half of her exam requirements. The court ruled that the original study agreement was not meant to create legal duties and was only a family arrangement. It would only be binding for a reasonable period of time, which in this case would be five years. Additionally, the second contract was also treated as a private family matter, with no purpose of giving rise to any legal obligations. As a result, Mrs. Jones was released from any responsibility under the maintenance agreement and was free to take possession of the property. The court further cited the presumption that agreements made within the same household do not indicate an intent to develop legal ties absent contrary evidences
In contrast, in Merritt V Merritt, the court decide to rebutted the presumption upon due deliberation, the court determined that the agreement between the erstwhile spouses was not confined to a purely domestic setting. This is because, when parties are in process of separating or separated, it is not possible to rely on the presumption that there is no purpose to establish legal ties. 
In Parker v Clark [1960] 1 WLR 286, even though they have the uncle and nephew relationship. Mr. Parker was Mr. Clark's tenant at the time, and the property in question was a commercial one. The arrangement centred on the rental of the property by Mr. Parker. This leads one to believe that the agreement in question was tied to a business transaction as opposed to a merely domestic one.
In Errington v Errington and Woods, the learned Court of Appeal ruled in favour of the defendant, evincing its sagacious and erudite deliberation. While it was undisputed that the defendant and her husband lacked any possessory rights in the subject property, they nevertheless enjoyed the privilege of tenancy by virtue of a contract obligating them to discharge the mortgage payments. Notably, the defendant had the legal entitlement to entertain guests, a right which served to shield her sister from the spectre of eviction. The father proposed a stipulation that the couple could remain in the house as long as they paid the mortgage, and this offer was made unilaterally. Once the couple had commenced making mortgage payments, the court determined that the father, or his estate's representative, could not unilaterally rescind the agreement. This case establishes the principle that, once an offeree has begun accepting an offer by means of performance, the offer cannot be unilaterally withdrawn.
In the sphere of commercial or business transactions, an implicit presumption takes root, positing that the parties harbour the necessary volition to enter into a legally binding agreement replete with legal force and effect. This presumption, rooted in the very foundation of the credence that business parties harbour an intention to create enduring and enforceable contractual obligations, acts as a veritable beacon, shining a light on the bedrock of enforceability that underpins commercial transactions. 
For instance, in the case of The Esso Petroleum Co Ltd v Customs and Excise Commissioners [1975]. The court has come to the conclusion that any consumer who purchased more than four gallons of petrol and was offered coins did, in fact, enter into a legally binding contract with the business. The parties had the intention of establishing legal connections. The fact that the consumers bought the required quantity of gasoline demonstrates that they are considerate.
On the other hand, the consideration was a purchase agreement for the petrol. This indicated that the purchaser had not purchased the coins with 'money consideration' in mind. As a result, the House of Lords came to the conclusion that the transaction in question was not a sale contract; hence, the tax was not relevant.
In contrast, in Edwards V Skyways In its ruling, the High Court found in favour of the claimant, holding that the defendant's dealings with the pilot's association were imbued with the requisite intention to create legal relations. The court, steeped in the solemnity of its judicial duty, deemed it appropriate to apply the presumption that the defendant intended to be legally bound by the terms of the agreement, given the commercial nature of the transaction.
Despite the defendant's efforts to challenge the presumption, the court remained unswayed, as the defendant was unable to provide compelling evidence that could effectively rebut the presumption. The court's cogent and astute assessment of the evidence presented before it ultimately led to the finding that the defendant had failed to meet his burden of proof and thus, the presumption of intention to create legal relations prevailed.
In Rose & Frank v Crompton Brose the esteemed court was faced with a dispute between an English firm and an American firm over a business arrangement involving the sale of paper tissues in the US. The parties signed a new document that contained a clause unequivocally stating that it was not a formal or legal agreement and was not subject to legal jurisdiction. The plaintiff American firm took legal action against the defendant English firm for a breach of contract when the latter refused further deliveries. However, the court, steeped in its astute sense of judicial wisdom, held that the creation of a contract requires a mutual and common intention to enter into legal obligations. In this case, the clause in the document clearly indicated the parties' mutual intention not to enter into legal obligations.
Thus, the court found that the document was not a legally binding agreement between the parties, and the plaintiff's claim for breach of contract could not be sustained. This ruling highlights the importance of clear and unambiguous language in agreements, as well as the freedom of parties to determine whether their agreement is legally binding or not.
Agreements stated to be ‘subject to contract’ are also normally not intended to be binding. For instance, Regalian Properties Plc v London Docklands Development Corp, the accused landowner had ambitious plans for their property and the claimant proposed to pay £18.5m for a licence to construct on the site. The acquisition of planning permits and market value certifications were accepted "subject to contract" by the defendant, with the contract confirmation delayed while awaiting more architectural designs. Due to a market downturn, negotiations were mutually delayed and the price was later renegotiated. However, negotiations broke down, and no formal agreement was ever made. The claimant subsequently demanded compensation for the costs incurred in preparation for the development that never materialized. The High Court ruled in favour of the accused in this case, as the agreements made during discussions were contractual in nature, meaning the claimant was liable for any costs incurred and not entitled to a refund. However, the court found that the lost money was not due to any premature performance of the contract, as the agreements were drafted with the understanding that the claimant had to secure and fulfil the contract. The agreements did not assist the accused in any way, and thus, there was no use for quantum meruit. This case highlights how phrases like "subject to contract" can delay or prevent the creation of a binding agreement, as it indicates the parties' lack of intention to form a legally binding agreement before the execution of a written contract by both parties.
Notwithstanding, in the event that the parties commence conduct indicative of a contractual relationship, the requisite intent to create a legally binding agreement may well be established. In RTS Flexible Systems Ltd v Molkerei Alois Muller GmbH & Co K, the claimant, a supplier of automated machines, began work on manufacturing an automated system for the defendant's factory based on a letter of intent with a long form contract to follow. The letter of intent expired while negotiations on the long form contract continued, and a dispute arose over whether the defendant's performance requirements were met. The claimant sued for the balance of the purchase price, while the defendant counterclaimed for damages. The High Court found that a new contract was formed retrospectively after the letter of intent expired, but the Court of Appeal disagreed, holding that there was no contract. The defendant's appeal to the Supreme Court was successful. The Court examined the communication between the parties in terms of both words and conduct, and objectively concluded that sensible and honest businessmen in the same position intended to enter into a legally binding agreement. Thus, the notion that there was no contract was deemed unconvincing. The determination of whether a contract that is negotiated "subject to contract" and commenced work prior to the final contract being executed depends on the circumstances of the case. In this particular instance, the clear conduct of the parties indicated that they had entered into a binding agreement to waive the "subject to contract" provision.
It is conceivable that even in the context of commercial exchanges, the parties may lack the intention to establish legal relations if the negotiations are conducted in an informal and convivial environment. For instance, in the case of Blue v Ashley. The court in Blue v Ashley [2017] EWHC 1928 (Comm) ultimately ruled in favour of Ashley (the defendant), on the basis that there was no legally enforceable agreement in place between the parties. The negotiations were conducted in an informal and convivial atmosphere, with the claimant's staff failing to comport themselves as professional advisors during the course of the discussions. In light of this and other evidence, the court was led to conclude that the parties never intended to establish any formal legal relationships, effectively rebutting the presumption of intention to create legal relations. The court further noted that several material terms had not been agreed upon, including the calculation and timing of the bonus payment, resulting in an absence of certainty and a lack of a valid agreement between the parties.
Because of the gravity of the issues at stake and the need for formal commitment and accountability, agreements with public organisations or those that touch the public interest are almost always deemed to be legally enforceable. Nonetheless, there are cases in which this assumption can be rebutted. If the agreement is merely a declaration of intent or policy, for example, it may be unenforceable. In addition, the courts may be hesitant to step in and execute the agreement if it involves the exercise of discretionary powers or if it pertains to a political or public interest decision.
For instance, Robinson v. HM Customs & Excise [2000]. Robinson filed suit against the IRS because he believed they were acting in bad faith by seeking money. There was an unspoken condition in their agreement that the authorities wouldn't seek payment unfairly, and the court determined that the authorities had broken this rule. Robinson was found guilty and given a financial settlement. This case demonstrates the binding legal effect of implied terms in contracts, which serve to safeguard individuals against harassment and discrimination. It was determined in the case of Robinson v. HM Customs & Excise [2000] that Mr. Robinson intended to get into legal relations with the customs officials. This means that a presumption of intent to make a binding agreement exists between the parties. As a general rule of contract law, this presumption is applicable to all contracts, including those with tax agencies.
Given that Mr. Robinson could sue the customs officials for breach of contract only if the court found that there was an intention to form legal relations, this ruling was crucial. Without the court's finding of a purpose to form legal relations, Mr. Robinson's claim for breach of contract would have been dismissed, and the customs authorities would have been held harmless.
The plaintiff in Triefus v. Post Office [1957] paid for a postal order from the defendant, but the order never arrived. Even though the plaintiff argued that the defendant owed her a reimbursement for the postal order's fees, the court ruled that the parties never intended to enter into a legally binding relationship. This case demonstrates that agreements with government entities are not always enforceable in court and that the court will consider the parties' purpose when deciding whether or not a formal relationship was intended.
Ultimately, the establishment of a binding legal relationship is an imperative factor that cannot be overlooked in the formation of any contractual agreement. The assessment of the intention to create legal relations is a pivotal consideration in determining the enforceability of a contract. The intent of the parties can be deduced from their behaviour, expressions, and other relevant factors in the surrounding circumstances. The presence of intention is a critical aspect of contract validity, as it creates a legal framework wherein each party assumes certain obligations and gains corresponding rights. Conversely, the absence of such intention means that there is no contract, and therefore, no legally enforceable duties or responsibilities between the parties. It is therefore of utmost importance that the parties' intention to create legal relations be firmly established, to ensure that the provisions of the contract are enforceable in a court of law. Without such a foundation, the law of contracts would be rendered ineffective, and the contractual ties between parties would be subject to ambiguity and uncertainty. In summary, the importance of the intention to create legal relations in the context of contractual agreements cannot be overemphasized, as it serves as the bedrock for the creation of enforceable and legally binding obligations
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