




INTENTION TO CREATE LEGAL RELATIONS

The enforceability of contracts hinges significantly on the intention to create legal relations, a fundamental principle in contract law. This principle distinguishes between agreements that are legally binding and those that are not, ensuring that only those with a clear intent to be legally bound are enforceable by the courts. The distinction becomes especially relevant in various contexts, such as business agreements, which are usually presumed to have legal intent, and social or family agreements, which usually do not. Various elements such as offer, acceptance, consideration, and capacity must be present for a contract to be legally binding. Sometimes ambiguities and challenges often arise in determining the intent, leading to legal disputes and inconsistencies. This essay will explore the crucial role of the intention to create legal relations in contract law, examining its application through key cases and analyzing potential reforms that could improve the clarity and effectiveness of this doctrine. How does the intention to create legal relations impact the enforceability of contracts, and what reforms could enhance the clarity and effectiveness of this principle in contract law?
What is a contract? A legal agreement between two or more parties- an agreement giving rise to obligations that are legally enforceable. There are two types of contracts, bilateral and unilateral. The distinction between these two types is based on the nature of the consideration exchanged. (Rocket Lawyer, n.d.)  What makes a contract legally binding? In order for there to be a legally binding contract which is enforceable by the law. This implies that in the event that one party fails to fulfil their obligations outlined in the contract, the opposing party has the right to seek compensation for any resulting damages. It is essential that the contract contains the following requirements to be legally binding. (Carruthers, 2024)
An offer, acceptance, consideration, Intention to create legal relations, Capacity. 
The offer is a component of contract negotiations in which a party agrees to perform or refrain from performing a particular act in exchange for consideration. An offer must be presented and communicated in a manner that would make a reasonable individual assume the formation of a binding contract upon its acceptance. The ability to accept and establish an enforceable contract is granted to the offeree by an offer. Once the other party has accepted the offer, the offeror cannot retract the offer .A counteroffer may also be made as an offer. The offeree who receives the initial offer has the option to submit a new offer instead of approving the initial offer. This counteroffer serves as a rejection of the initial offer and creates a new offer that may be either accepted or rejected. (Cornell Law School, 2023). It is possible to make an offer to a single individual, to a certain group of individuals, or to the majority of the people worldwide. (Allen & Overy, 2016)  (Chamberlains, 2021)A Key case to tell that an offer can be made to majority people is the (Carlill V Carbolic Smoke Ball , 1893)The case consisted of a smokeball which had claimed to prevent flu, It was advertised that anyone who caught the flu after the use of smokeball will receive ￡100, even deposited ￡1000 to show they were sincere about it, Mrs Carlill after using the smokeball caught the flu when tried to claim her ￡100, Carbolic smoke Ball company denied and claimed that there was no contract formed as you cannot have a contract with the world , courts said it was an offer to the world and therefore it was a contract and granted Mrs Carlill ￡100.
Acceptance of an offer ensures that there is an agreement the contract taken place between the parties, and failure to fulfil their part of the obligation will result in legal consequences and breach of contract. Acceptance can take place by conduct, writing, orally (Battle, 2022).
Consideration is something that has value in the eyes of law (e.g. Property, assets, money). It is an essential element of a contract, the need of consideration in a contact is to make sure that there is something given in return. Consideration need not be adequate but sufficient to make a legally binding. (Cornell Law School, 2022)There are two types of considerations executed when part of the promise has been performed when they entered and executory a promise for the future. (Gopal, 2021)
Intention to create legal relation, that is the parties shall intend that their agreement to be legally binding. An agreement even which is supported by consideration is not binding as a contract if there was no intention to create legal relations. When it comes to regular business deals, it is generally assumed that the parties intended to establish legal obligations. Many social arrangements do not qualify as contracts since they lack the intention to be legally binding. Similarly, numerous domestic agreements, like those between spouses or parents and children, may lack legal weight because the parties did not intend for them to have legal consequences. (Allen & Overy, 2016)
Capacity the contracting parties must have the capacity to get into a contract. Who does not have capacity-minors, lack of mental capacity, companies. “In general, a contract entered into by a person who lacks capacity to contract is voidable if the other person knew or must be taken to have known of the lack of capacity.” (Mental Capacity Act, 2005) 
If the contracts involve any illegality it will be void or invalid and it will not be legally enforceable (Battle, 2022)
Assignment allows the assignor to transfer the benefit to the assignee does not need permission but needs to inform the assignee you will still be part of the contract . If you want to transfer the benefit and burden of the contract you need to novate, the old contract will no longer be in place and therefore a new contract is created with the third party everyone must agree, the new contract should consist consideration and all the elements of a legally binding contract unless a deed has been signed among the parties then consideration is not required. (Practical Law, n.d.)
When does an contact come to an end ? there are 4 ways for an contract to end.
Firstly Termination of contract by performance, both parties have performed their parts of the agreement. Second termination of contract by agreement both parties agree to end the contract. Third termination of contract by breach one party has not completed their end of the agreement key case (Bolton V Mahadeva, 1972) fourth way termination of the contract by Frustration happens when the duties in the agreement are no longer achievable or will have different results if completed example covid. (Lincolnandrowe, 2021)

Intention to create legal relations there are 2 rebuttable presumptions
first contracts concerning friends and family no intention to create legal relations as you do not expect to hold your family member via a contract. A key case to tell us that you cannot have a contract with your immediate family (Balfour V Balfour , 1919)  The husband promised to pay ￡30 per month allowance.  The wife sued to enforce the promise but it was not legally enforceable. But if the relation no longer exists the contract will be enforceable key case which tells us the following is (Meritt v Meritt, 1970) when the parties are separated the presumption of there being no need for intention to create legal relation does not apply. Hence the contract made was legally enforceable. 
Secondly Business contracts business agreements are legally binding presumably, the basic understanding is that when two business come together to make a business agreement there is an automatic presumption that there is intention to create legal relation. (Net Lawman, 2022)
This can be rebutted if certain terms are made using figure of speech cannot be sued, in the case (Volumatic LTD v Ideas for Life LTD , 2019) courts will not uphold the contract if there is proof of intention to create legal relation.
some Business put honour clauses in their contracts it implies that the contract is not legally binding but business honour the agreement a key case which tells us (Rose & Frank Co v JR Crompton & Bros Ltd, 1925) the court of appeal upheld a statement that the agreement was not entered into legal agreement and is not subject to the legal jurisdiction. (Patricia Wade, 2011)
A letter of comfort is another example that could be given when a supplier is thinking about supplying products to a business that is a subsidiary of a wealthy parent company each business has a different legal personality under the law. The parent firm may write a letter of comfort to the supplier in an attempt to convince them to sell items on credit to the smaller subsidiary company, which might not have many assets. By doing this, the parent company may imply that it believes it has a moral obligation to pay, but it does not make any legally enforceable promise to guarantee its subsidiary's debt to the supplier. Many suppliers may accept this letter and provide the items to the subsidiary firm on credit, believing that the parent company will not back out of its promise to preserve its good name in the marketplace, even though it cannot be sued. (Practical Law, n.d.)
Issues with intention to create legal intentions. It is difficult to establish if there has been intention to legal relation if the contract consists of vague or ambiguity a key case where it was deemed vague due to no specific details of the purchase (G Scammell & Nephew Ltd v Ouston , 1941). In some cases mistakes may result in invalidation of a contract. This may include mutual mistake of the subject intended in the contract as in the case of (Raffles v Wichelhaus , 1864). Lack of seriousness whilst the time the parties enter into an agreement as a joke without any serious intention to create legal intention. In such cases the contract will be deemed invalid.
It is advantageous of Having intention to create legal relation helps in distinguish between Legally enforceable contracts and non-enforceable contracts. There are some reforms that can be considered. Clarification of standard Establishing more precise criteria or principles for determining intent in ambiguous cases could improve uniformity in legal rulings. Objective criteria By incorporating additional objective criteria, such as the existence of formal documentation or the participation of legal advisors, it becomes feasible to more accurately determine intention. Educational initiatives by simply Emphasising the significance of clearly expressing intentions in agreements could help minimise disputes and misunderstandings for individuals and businesses.
The presence of the intention to create legal relations is a crucial factor in contract law, as it determines whether agreements can be legally enforced. By carefully distinguishing between business and family contexts, it effectively maintains a delicate balance between ensuring legal certainty and efficiency while also safeguarding personal relationships. Although there are some challenges and inconsistencies, the principle provides substantial benefits. By implementing specific reforms and establishing more precise standards, we can enhance the application of this doctrine. This will help to ensure that contract law remains a reliable and equitable framework for governing agreements.
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