
IMPORTANCE OF THE CONTRACTING PARTIES HAVING THE

APPROPRIATE LEGAL CAPACITY TO ENTER INTO A BINDING

If a person who you are doing business with lacks the capacity to enter into contracts, of important exceptions to the law
prohibiting minors from having capacity. Additionally, some states allow minors to obtain credit and bank accounts. They
are responsible for these accounts as if they were legally binding contracts.

In short, both parties to a contract must have contractual capacity or competency in order for the agreement to
be legally binding. For a smart contract to be regarded as a contract, the relevant promises constituting the said
contract would have to be legally enforceable, i. In specific, cryptocurrencies may constitute valid
consideration in the context of smart contracts, so that these contracts may be considered legally binding and
enforceable. If the person is not able to cognitively delineate all of her rights and responsibilities under the
contract, then she is not of legal capacity to enter the contract. A person with a mental disability will not
necessarily lack capacity and is subject to the same presumption of capacity as everyone else. A minor is
defined in most states as a person under the age of  It should be noted, however, that equity might intervene
and require the enforcement of a promise, even if no consideration was given in return. In these cases, persons
with mental incapacitation are not bound by the contract, provided that the other contracting party was aware
or ought to have been aware of their incapacitation. Obviously, smart contracts lacking consideration would
not be considered contracts, but they would still be executed and performed. In a smart contract, however, a
promise given without consideration can still be executed. Therefore, not all promises are legally enforceable.
The automated and self-executing nature of smart contracts needs to be considered in relation to the
voidability element that a smart contract should provide for, in case it is regarded legally binding and
enforceable. Therefore, the existence of consideration in the code may be proved and consequently the
existence of a contract may be ensured at accordingly, provided all other requisite elements are present.
Further, cryptographic assets, which constitute digitalised representations of real-world objects or claims, or
rights, could also amount to consideration. This happens because contract law deems minors to lack the
essential capacity to enter legally binding and enforceable contracts. This is a sticky situation, though, because
most courts have also agreed that the sober party should not take advantage of someone intoxicated by drugs
or alcohol. The other party to whom the misrepresentation was made may void the contract and all of its terms
and conditions. The same concerns that arise in relation to mentally incapacitated people seem to have
application for people acting under the influence. Therefore, consideration would not determine the
performance of the smart contract, but it would determine the legality of a smart contract, i. This means that
no exchange of value occurs; consideration is absent. A smart contract may consist of a non-reciprocal set of
promises, whereby the promise is only given on a gratuitous basis. Thus, the law in certain cases regards
people that are clearly under the influence of some substance, either alcohol or drugs, as incapacitated. This,
however, does not mean that the smart contract gift will not be performed. In some cases, however, the courts
force those who have voluntarily intoxicated themselves to uphold the obligations they've made while under
the influence. The courts may also rescind or void a contract if legal capacity is not met. Therefore,
consideration in smart contracts would operate as the element, whereby promises between the parties are
exchanged for some value. The requirement of consideration ensures that an exchange of some value has
occurred between the parties. Breakdown in business relations is to be, of course, anticipated in any context,
yet the automatic performance of smart contracts should go a long way towards rendering business
promise-making a kind of moral convention.


