Introduction to Contracts

Understanding the fundamentals of legally binding agreements in everyday
life

Made with GARINA



What Is a Contract?

The Essential Definition

A contract is a legally binding promise between two or more
parties—essentially a rulebook everyone agrees to follow.
When you sign, you're committing: "/ promise to do X, and you
promise todo V."

Contracts create clear expectations and can be enforced by
law if someone breaks their promise, protecting all parties

involved.

Real-Life Examples

+ Renting an apartment (lease agreement)

Purchasing items online (e-commerce contract)

Starting a new job (employment agreement)

+  Borrowing from a bank (loan agreement)
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Why Contracts Matter

& o

Clarity Protection Trust

Everyone knows exactly what they're If someone doesn't keep their The contract provides confidence
supposed to do, eliminating promise, you have legal recourse to that all parties will perform their
ambiguity and confusion about seek remedies or compensation. obligations as agreed.

responsibilities.

Without contracts, agreements would remain vague and disputes impossible to resolve tairly. The toundational principle is simple:
"You give something, | give something in return." This exchange of value—called gonsideration—makes contracts legally binding.
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Six Essential Elements of a Valid Contract

For a contract to be legally binding and enforceable, it must contain all six fundamental elements:

01
Offer

A clear, specific proposal made with genuine intent and properly
communicated to the other party.

03
Consideration

The value each party exchanges—money, services, goods, or promises

02
Acceptance

Unqualified agreement to the offer exactly as stated, clearly
communicated to the offeror.

04
Awareness

Both parties genuinely intend to create a binding legal agreement with

of value. serious consequences.
05 06
Capacity Legality

All signatories possess legal age, mental competence, and freedom

from duress or intoxication.

The contract's purpose must be lawful and not violate public policy or

morality.
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Understanding Offer and Acceptance

The Offer The Acceptance
An offer proposes a deal with clear terms. It must be specific, Acceptance means agreeing to the offer exactly as stated—no
intentional, and communicated effectively. modifications or conditions.
Valid example:"l will sell you my car for £10,000" Valid acceptance:"Yes, I'll buy your car for £10,000"

"I might sell you my car someday for around "I'll buy your car, but I'll only pay
£10,000 or maybe £15,000" (too vague) £8,000"

[J Critical principle: If you change even one term of the offer, it becomes a counter-offer rather than acceptance. The original

offeror must then decide whether to accept your new proposal.
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Consideration, Capacity, and Legality

Consideration
What's in it for each party?

Valid consideration can be money,
services, goods, or promises.
Without mutual exchange of value,

you have a gift—not a contract.

Example: "I'll fix your roof for £5,000"
(both receive value)

Capacity
Legal ability to contract

Signatories must be of legal age
(typically 18+), mentally competent,
not under duress, and not intoxicated

or incapacitated.

Lacks capacity: Children, those with
severe dementia, or anyone under

coercion

Legality
Lawful purpose required

The contract's objective must be
legal and not violate public policy.
Contracts for illegal activities are

automatically void.

/llegal: Hiring someone to stealLegal:
Hiring someone to help you move
house
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Anatomy of a Contract: Key Sections

Contracts follow predictable structures with standard sections. Understanding these components

makes even complex agreements manageable and less intimidating.
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Title & Parties :
T -+
Identifies the agreement type and all parties entering the contract, often assigning
labels like "Employer/Employee" or "Landlord/Tenant" k&
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&@ "Whereas" clauses providing background context and explaining why the contract AT
exists—helpful but typically not binding
Definitions
| Special terms defined for the contract's purposes—always read this section first to
understand how key words are interpreted
Scope of Work
@ Detailed description of services, deliverables, timelines, quality standards, and

exclusions—where most disputes originate




Critical Contract Clauses

Payment Terms

Confidentiality

All financial details: amounts, schedules, methods, Rules protecting sensitive information, specifying

invoice procedures, late fees, and tax what's confidential, who can access it, and

responsibilities.

protection duration.

Term & Termination

Start date, duration, renewal options, termination
procedures, notice requirements, and post-
termination obligations.
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Promises about quality, ownership, or capabilities—
ongoing commitments that can be enforced if
breached.

N |

How disagreements are resolved: negotiation,

( &

Liability & Indemnification Dispute Resolution

Who pays if things go wrong, liability caps, excluded

damages, and mutual protection obligations. mediation, arbitration, or litigation—including




Understanding Specialised Clauses

Non-Compete Limitation of Liability Force Majeure

Restricts working for competitors for Caps maximum damages one party Excuses performance during

specified time and geographic area owes, often limited to fees paid under uncontrollable events like natural

after contract ends. the agreement. disasters, wars, or pandemics.

Example. "Two years, 50-mile radius” Example. "Total liability capped at Example:"Acts of God provision"
£50,000"

Entire Agreement Severability

States the written contract is the complete, final agreement, If one provision is invalid or unenforceable, the remaining

superseding all prior discussions and representations. provisions continue in full force and effect.
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Practical Example: Freelance Service Agreement

Understanding real contract language through a graphic designer engagement

Scope of Work 1

"Designer will create 3 initial logo concepts and provide up to 2
rounds of revisions. Additional revisions billed at £75 per hour."

2
Analysis: You receive three options and two revision rounds. Beyond that,
extra costs apply.
Intellectual Property 3
"Designer retains ownership until full payment received. Upon full
payment, all rights transfer to Client."
4

Analysis: Reasonable protection for designer. You own the design

Payment Terms

"50% (£1,500) due upon signing. 50% (£1,500) due upon delivery.
Additional work requires approved estimate before proceeding."

Analysis: Half upfront, half on completion.

Termination

——————————————————————————————~completelyoneefullypaid————

"Either party may terminate with 5 days” written nofice. Client owes
for work completed plus 50% of remaining balance if terminated

before completion."

Analysis: Flexibility with fair compensation for work performed and lost
opportunity.
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