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1 BASIC LEGAL PRINCIPLES RELATED TO CONTRACTS 

1.1 CONTRACTS PROTECT YOUR RIGHTS AND RESPONSIBILITIES 

Contracts are legally binding agreements that define the terms of a relationship 

between two or more parties. In the creative and freelance industries, contracts are 

essential tools to establish clarity, ensure fair compensation, and protect intellectual 

property. They outline expectations, deliverables, deadlines, and consequences for 

breaches. By clearly stating each party's rights and obligations, contracts minimize 

misunderstandings and provide legal recourse in case of disputes. 

 

1.2 KEY COMPONENTS OF A VALID CONTRACT: OFFER, ACCEPTANCE, INTENTION, 

CONSIDERATION 

A valid contract is formed through several essential elements. An offer is a clear 

proposal to enter into an agreement, which must be accepted by the other party. 

Acceptance must be unconditional and communicated effectively.  

 

Intention to create legal relations means both parties understand that the agreement 

will be enforceable by law. Consideration refers to something of value exchanged 

between the parties—typically money for services or goods. For example, a producer 

offering R5,000 to a sound engineer for editing a track involves an offer, acceptance, 

mutual intention, and agreed payment (consideration). 

 

1.3 COMMON TYPES OF CONTRACTS: FREELANCE, LICENSING, NDAS 

Different types of contracts are used depending on the nature of the work and the 

parties involved. Freelance contracts outline the scope of work, deadlines, payment, 

and revisions for independent professionals. Licensing agreements allow one party 

to use another’s intellectual property (such as music or artwork) under specified 

conditions, often in exchange for a fee or royalty. Non-Disclosure Agreements 

(NDAs) are used to protect confidential information, preventing one party from 

disclosing sensitive business details to others. For instance, a freelance 

videographer may sign an NDA before viewing unreleased marketing content for a 

client’s campaign. 

 

1.4 IMPORTANT CLAUSES: PAYMENT TERMS, COPYRIGHT, TERMINATION 

A well-drafted contract includes specific clauses that define key aspects of the 

agreement. Payment terms detail the amount, method, and schedule of payment—

whether it's hourly, per project, or milestone-based. Copyright clauses determine 

who owns the rights to the work created. In many freelance contracts, the client may 

request full ownership, or the creator may retain rights with limited usage granted. 



 

Basic Principles of Business Management                   www.audiovarsity.co.za Lesson 5 

2 
Termination clauses explain under what conditions either party can exit the 

contract—such as breach of agreement, delays, or mutual consent. Including these 

clauses helps prevent disputes and ensures both parties understand their legal 

standing. For example, a music licensing contract might specify payment upon 

delivery, copyright ownership retention by the composer, and termination rights for 

non-payment. 
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