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The intention to create legal relations, also known as the intent to enter into a legally binding agreement or contract, is a necessary element in order for there to be a contract. This is because a party must be willing to take responsibility for the outcomes of entering into an agreement before a legal bond can be formed. Each party has the required intent to create legal relations for a contract to be enforceable. In contract law, the need of intent to create a judicial relationship serves to screen out cases where legal action would be unsuitable. Nevertheless, not all mutual understandings lead to contracts that may be enforced in court.

One of a contract's components and information that might be included in it is the intent to create legal connections. While the intention to create legal relations is dependent on the willingness of the party to accept the legal obligations of having engaged in an agreement, this is done to ensure that all parties to a contract have the requisite intent to enter into a legally binding contract. For instance, you could have planned to meet up with a friend. Although you are not compelled by law to uphold the agreement in this circumstance, you may have a moral commitment to do so. This is done to ensure that the law accurately reflects the objectives of the parties, who normally do not want to be bound by the provisions of such agreements. The law distinguishes between social and domestic agreements and those created in a corporate context in order to decide which are enforceable and have the objective of creating legal relations. Case in point: Blue v. Ashley (2017).

The presumption of law, as used in the context of law, refers to standards of substantive law that are either irrefutable, in which case no proof to the contrary may be shown, or rebuttable, in which case they may be contested. A rebuttable presumption is a legal theory that, without contrary proof, can lead to a judgment being rendered in favor of the party that establishes or relies on it on a particular subject up until it is contradicted. The individual seeking to rebut the presumption may have a burden of proof or persuasion, depending on whether it is a statute or common law provision.





Agreements made within a social or domestic context

In order to develop legal relations, all contracting parties must have the requisite intent to enter into a legally binding agreement. The law presumes that participants to social and domestic contracts do not seek to create legal relationships. According to the case study of Balfour v. Balfour (1919), there is a predisposition against the desire to establish legal relations outside of marriage. A spouse who worked abroad consented to provide his wife maintenance. As the couple was experiencing a happy marriage, the pact was formed. The payments stopped when the husband and wife ultimately got divorced. The wife tried to make the agreement stick. The parties' lack of intent to be legally bound was based on the agreement's stated purpose as a purely social and domestic arrangement.

The case of Balfour v. Balfour was distinguished by the Court of Appeals on the basis that the parties had already been divorced and that the parties' signatures on the written agreement suggested that they intended to be bound by the conditions of the agreement. Also, with regard to the Merritt v. Merritt case, this distinction was applicable (1970). After divorcing his first wife, a man began a relationship with another lady and eventually moved in with her. The woman filed a claim to have the house declared hers after the mortgage was paid off in full after her husband agreed to provide her £40 each month to meet the mortgage payments and transfer his portion of the property to her. The mortgage was paid off in full after the mortgage was paid off. When a third party is engaged in a scenario, such as it was in the case of Simpkins v. Pays (1955), there is a presumption that the parties do not intend to be legally bound by the agreement. This was the case in Simpkins v. Pays (1955). When more time passed, there remained no evidence that contradicted this theory. 

According to the rule of the preponderance of written evidence, it is reasonable to assume that the written record accurately depicts the parties' agreement. However, this is only a presumption, and any side could dispute it by presenting evidence trying to demonstrate that the written instrument was not meant to constitute the whole contract between the parties. This is because the written instrument was not intended to be the entirety of the contract between the parties. For instance, in the case of Errington v. Errington Woods (1952) In the year 1930, a father bought a house for his son and daughter-in-law (wood) to reside in. He told Wood that the down-payment was a gift from him, but that they were obliged to pay the mortgage and that "the house will be your property when the debt is paid." In addition to that, he stated that whenever he reached retirement age, he would transfer ownership of the home to them. Wood always made his mortgage payments on time, but when the family realized that paying both the mortgage and the rates (property taxes) would be too much of a strain, Wood's father offered to take over payment of the rates. Once he passed away, the father left his estate to his wife (Errington). Upon the passing of the patriarch, Wood severed his relationship with Errington's son. Errington filed a lawsuit to regain ownership of the residence., there was a need to establish legal linkages despite the fact that it was a familial arrangement. This led to the case being decided in favor of the plaintiff. In this particular instance, the parties did not intend for the written instrument to constitute the entirety of the contract between them.


Agreements made within a commercial/business context:

An agreement involving two or more parties on a certain issue is referred to as a commercial or business agreement. The law assumes that when a commercial contract is , the parties intend to create a binding legal relationship. As per court case interrogation Esso Petroleum Ltd v Commissioners of Customs and Excise (1976), Esso funded a campaign whereby all consumers are entitled to receive a free world cup coin from their collection by purchasing four litres of fuel from Esso station. Esso stated that the coins were never intended for resale and were given away as a free giveaway. The coins were being sold in a public marketplace, which suggests that they may have been designed to be bound. Yet, the coins were unable to be sold since they could not be converted into money. This shows that there's not enough intention to establish legal intent.  

In circumstances where binding in honor-only clauses were present, as Rose & Frank v. Crompton Bros. (1925), the parties concurred that the claimant might order goods from the defendant and resell them as the defendant's exclusive agent. The agreement in advertisements or contracts can also be disproved by contrary evidence. The parties decided to extend the agreement for an extra three years after a year had passed. Despite the claimant giving the defendant directions, the latter unexpectedly terminated the contract. Once the claimant filed a case for breach of contract, the parties asked the court to decide whether a legally binding contract existed. Because the parties did not intend to be legally bound by the written agreement, it cannot be considered a contract between them. So, even if a particular agreement is only enforceable on the parties' good faith, subsequent agreements that the parties come to with each other may still be legally binding.

The Malaysian parent firm provided the bank a "comfort letter" explaining the policies to guarantee the subsidiary business is able to meet its commitments to the bank in Kleinwort Benson Ltd. v. Malaysia Mining Company Berhad (1989). After the bankruptcy filing of the subsidiary company, the merchant bankers used these letters to demand payment of all outstanding obligations from the parent company to the subsidiary. Both sides are intent and understand the letters to entail legal obligations, according to the Malaysian business. According to the court, this is due to the lack of a clearly stated intention to establish a formal relationship including the payment. That was a factual statement regarding the bank's present "policy" in this case, not a promise that it would remain in effect in the future. It took the shape of a contractual obligation. The claim also doesn't show an intent to establish a future legal obligation when seen in the context of the letter and bank records. 

There is a fine line that may be drawn between obligations to one's family, home, and business. The case study  from 1963 in Coward v. Motor Insurance Bureau and Albert v. Motor Insurance Bureau were compared (1971). According to the case study of Coward v. Motor Insurance Bureau (1963), there was no employment or pay contract since it was a social and domestic arrangement without any desire to create a formal legal relationship. As a result, the widow was not entitled to compensation. In contrast, because Albert had offered rides to several people over time, they were granted in a professional setting in Albert v. Automobile Insurance Bureau (1971). There was a desire to create a binding agreement that would have legal standing.

Agreements made with public bodies or those which affect public interest:

The Cabinet Office of the United Kingdom defines a public body as a legally established organization that receives public funding to perform a public or governmental duty but is not a ministerial department. Government agencies and departments, municipal councils, health authorities, police, and courts are examples of public bodies that are governed by public law. Several government organizations receive all of their financing indirectly via user fees and taxes. For instance, many public organizations have their own CEO and board of directors, and some are expected to scrutinize and question the government as needed. The government may help in the recruitment and development of the kinds of specialized knowledge that could otherwise be lost in a more all-encompassing department. 

Willmore v. South Eastern Electricity Board is one of many cases that illustrate how examples can be established in collaboration with government organizations or in response to issues that are of importance to the general public (1957). In this particular case, the plaintiffs began as chicken farmers who reared chicks through infrared heat, and the defendant gave them permission to use his company's energy supply. However, the defendant did not comply, which led to the complete and utter destitution of the plaintiffs' finances. There was no agreement between the two parties in this scenario since the decisions that were taken were not made with legal purposes in mind. It has been decided that the plaintiffs do not have the legal right to claim for damages for breach of contract since they were unable to prove that a contract existed between the parties involved in the dispute.
In some cases, judges will come to the conclusion that some provisions of an agreement are intended to be legally enforceable while others are not, as in Robinson v HM Customs and Excise (2000). The plaintiff acted as an informant and gave Customs and Excise information. Afterwards, he made an attempt to assert that the agreement demanded that he pay a charge and costs. The court decided that there was no need to create a legal relationship in these circumstances. Public policy concerns require that the choice be made. 

In order to keep agreements between family members and friends out of the jurisdiction of the court, it is crucial for the contract's structure to have the intention of forging legal relationships. The offer, acceptance, and consideration show that there is a valid contract in place. In the normal course of our everyday lives, we continuously enter into agreements.
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