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[bookmark: _sch7d5csk46q][bookmark: _q49isxaoc0rf][bookmark: _6g04n7u8xlmo][bookmark: _Toc182568303]Contract law forms the base for most legal relationships. It provides clarity and security to individuals and businesses when agreeing. An intention by parties to create legal relations is one of the key bases in contract law for an agreement to be given legal binding. This principle makes sure that not all promises or exchanges of offers are enforceable by law. Instead, it attempts to distinguish informal social understandings from formal, legally enforceable contracts. This is a report that will analyze the issue of “intention to create legal relations” in contract law. Accordingly, the report will cover whether and to what extent “intention to create legal relations” is significant and what role it plays in different settings such as a business-to-business relationship and a family relationship. It will discuss the difficulties and benefits of using this principle by giving examples of how courts have used this principle in different legal scenarios.
Formation of a Contract
Before discussing the “intention to create legal relations”, a general knowledge of the rules governing the creation of a contract is necessary. A contract arises when the principle of contract law is met with one of the following:
1. Offer: One party makes a proposal to another party.
2. Acceptance: The other party agrees to the terms of the offer (O'Sullivan, 2020).
3. Consideration: Something of value (usually money, goods, or services) is exchanged between the parties.
4. “intention to create legal relations”: Both parties must have the intention to enter into a legally binding agreement.
The offer and acceptance alone will not amount to a legally enforceable contract without the “intention to create legal relations”. Thus, intent to create legal relations is a basic element forming part of all other requirements so that a valid contract may be formed.
[bookmark: _bkmamn9bym1x]“intention to create legal relations”
The “intention to create legal relations” means mutual intention of parties to be so bound by the agreement they get into that they are sensible of the fact the contract can be enforced in 
the court of law if required (Markovits and Atiq, 2021). This is what actually prevents the law from intervening in every promise or casual agreement between parties, such as made in between friends and family members that is sometimes not so serious for any legally enforceable contract. The doctrine finds its roots in the case of Balfour v. Balfour in 1919 wherein it was held that agreements between spouses were not intended to be binding as a matter of law (Oman, 2023). It was considered that domestic arrangements were not made with the intent to confer legal obligations. However, time has witnessed an evolution of the principle and, currently, courts carry a distinction between social, domestic, and business agreements.
[bookmark: _dploofvnpgt][bookmark: _Toc182568305]Business and Family Agreements
1. Business Agreements: There is a strong presumption in commercial contracts that parties intend to enter into legal relations. This is because the character of the transactions tends to be carried out for practical or financial objectives. Commercial contracts like sales, services and employment, are presumed to be legally enforceable because generally, parties to commercial agreements expect their commitments to have a binding effect in law (Arnow-Richman and Verkerke, 2023). The courts typically approve business agreements with only a minimum examination to the intent of the parties, because it is presumed that businesses enter into contracts to ensure specificity, security, and accountability for their dealings. Indeed, the law recognizes the necessity of protecting the interests of businesses by way of enforcing such agreements, thus bringing stability to trade and commerce. Therefore, in the absence of evidence that parties did not intend their agreement to be a legally binding-for example in a letter of intent that states that it is not a legally binding contract agreements are presumed to involve legal relations.
2. Case Example: Blue v Ashley, (2017), Customs and Excise Commissioners 1976, there was a promotion whereby Esso offered free gifts as part of purchases to customers for petrol (Barnes and Wheller, 2023). The court proclaimed that it was not merely a social arrangement, but a commercial transaction demonstrating clear intent to create legal relations.
3. Family and Social Agreements: The presumes that agreements between family or friends do not create legal relations. This is because most agreements entered into by family or friends are informal relationships fundamentally characterized by trust, affection, and social convenience rather than a clear intention of being legally bound. The courts generally consider the parties in personal or family arrangements as having no desire for enforceability of such agreements, since these are often agreed on without specifying terms or writing them down. Promises from relatives over loans or property, for example, remain non-binding unless there is some evidence of a specific intent to create legal relations in the form of written agreements or formalities (Oman, 2023). Such personal agreements are not enforced by law; the law acknowledges the fact that enforcing them would lead to pointless legal disputes; courts never enforce such agreements. 
4. Case Example: It was, therefore, also held in K v K, (2023) that an agreement between a husband and wife as to living allowance was not made with the intention of giving rise to legal relations (Weisberg and Joslin, 2024). The judgment was given on the consideration that domestic agreements were held to be made in a context that failed to indicate a desire on the part of either party for legal enforcement.
[bookmark: _Toc182568306]Issues with “intention to create legal relations”
The “intention to create legal relations” is crucial to the contract's enforceability. However, it has led to a few practical issues:
Ambiguity: Ambiguity arises when parties to an agreement think they did not clearly state their intention to enter into legal relations (Khalef et al. 2021). This is worse still when agreements are informal, unwritten, and even undocumented. Business-to-business deals often involve oral agreements or email exchanges that typically do not have the formality a proper, enforceable contract should have-it becomes ambiguous whether the parties meant to be held legally bound. Similarly, family or domestic arrangements or agreement between friends do not seem to carry the seriousness meant for legal enforcement. This leads the courts to consider other contextual factors, such as the nature of the relationship and the conduct of the parties, to infer that an “intention to create legal relations” existed, which introduces uncertainty and complicates the law analysis process.
Inconsistency in Interpretation: The application of the “intention to create legal relations” is jurisdiction and culturally contextual, leading to inconsistency in interpretation by different jurisdictions. Courts may interpret this principle differently based on local legal traditions or social norms. For example, there are some jurisdictions where the existence of commercial agreements tends to render contracts between business parties legally binding almost all of the time, while in others, even when such commercial agreements exist, explicit language confirming legal intent sometimes is required. Cultural differences might also affect how parties view agreements-what may be binding in one culture might simply be an act of gesture in another (Kleinhans, 2020). These cultural differences make contract application predictable and difficult to predict on how courts will rule in a case dealing with parties from a different cultural background or cross-jurisdictional disputes.
Exceptions to the General Rule: Although there would be a strong presumption against legal intent in social or familial agreements, there could, of course, be exceptions to the general rule that would introduce complexity. Court systems will enforce agreements between family members or close friends when there is a strong indication pointing that the parties involved had intended to be so bound, especially in matters concerning very large-scale monetary transactions and properties (Fitouchi and Singh, 2023). For instance, even if it takes the form of a commercial contract or manifests formal features-for example, it has precise conditions or third parties are involved-it might be regarded as legally binding. 
[bookmark: _et1udgxxd6ky][bookmark: _rt92avonwvfq][bookmark: _y0ybq1iv17mp][bookmark: _udz5sp3t4y19][bookmark: _Toc182568307]Advantages of “intention to create legal relations”
Despite these, the rule of “intention to create legal relations”, however, has quite a number of advantages:
Clarity in Legal Framework: The principle of “intention to create legal relations” is at the very roots of the law of contract, which adds essential clarity to the question of when an agreement should be legally enforceable (Sibisi, 2021). The principle ensures that the law will only apply to agreements that were serious and formal when it requires parties to show their intention to be bound by a contract. Thus, the difference is aimed to prevent informal exchanges or careless promises, which are founded through verbal exchange, from appearing unnecessarily before courts of law, keeping the legal system away from the burden of sheltering cases that hold either non-binding or casual agreement.
Protects Business Interests:
 It is the most critical presumption of the “intention to create legal relations”, which occurs in business. A commercial transaction is legally binding because businessmen, as a general rule, intend to hold each other liable for their respective commitments (Allen et al. 2021). Such a presumption protects the interests of businesses because people are more likely to trust one another and less likely to take advantage of fraud or breach of contract. It thus gives a basis by which businesses can rely on their contractual arrangements hence providing a stable predictable environment for trade.
Promotes Fairness: 
Another great thing of the intention is to create legal relations principle promotes is fairness between a social agreement and a legally binding contract. It ensures that only those persons who genuinely want to be bound by their promises are liable before courts and those who do not are saved from the injustice of being held liable for careless arrangements (Kostruba and  Hyliaka, 2020). This ensures people are not involuntarily dragged into litigations over non-serious exchanges.
Prevents Legal Overreach: 
The principle prevents legal overreach and it limits the scope of the area of contract law to enforce agreements that the parties meant to form legal relations (Cooper and Kirk, 2021). This is especially important in family or domestic settings because the presumption of non-binding agreements is of great help in safeguarding personal privacy and thwarting legal interference into informal, private matters.
[bookmark: _19tmhyhtyt6t][bookmark: _Toc182568308]Case Examples Illustrating “intention to create legal relations”
Case Example 1: Blue v Ashley (2017)
Whether an informal conversation in a pub about business had resulted in legal obligations was decided in Blue v Ashley. There, Mike Ashley, owner of Sports Direct, reportedly told Jeffrey Blue that he would pay him £15 million if he could get the company's share price to a certain level (Barnes and Wheller, 2023). The sittings are said apparently to have been on these oral terms which is why Blue sued Ashley for breach of such terms. The court held that a discussion could not possess the serious “intention to create legal relations” since the forum was informal, the venue being a pub and made casually. The court held it was clear that a reasonable person would not expect the agreement to be a legally binding one with the clarification that not all promises in the course of doing business are enforceable especially about matters within social or relaxed settings.
Case Example 2: K v K (2023)
[bookmark: _5qzcynyjw54n]For example, in the case of K v K, recently heard, the question was whether a promise between separated spouses as to provision for maintenance by way of financial support could be binding in the courts. Mr. K had promised his wife that he would continue to provide her with financial support during or after their divorce. He stopped paying, and she brought an action for him to be legally compelled to continue to pay her (Weisberg and Joslin, 2024). Domestic Agreements: Normally these agreements are presumed not to create legal relations. However, this was somewhat of an exception in this case. With these terms discussed, and with the promise given formally, and large amounts of money involved, the court found enough evidence that both parties intended to obligate each other legally. This case brings out that even in familial relationships, if there is clear evidence of intent, then such agreements are legally binding.An “intention to create legal relations” is one of the important elements in contract law; thus, before the court, only the agreement intended to be legally binding is brought before it for intervention. This principle, therefore, distinguishes between a casual, social agreement and a serious contract. The presumption of intention in commercial contracts and the absence of such presumption in family contracts would enter as a compromise practice with certain vagueness and contradiction. The purpose of the intention requirement to establish legal relations is that of protecting the integrity of the law of contracts, safeguarding personal and business interests, but at the same time avoiding overloading the law with light and casual promises. 
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