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Abstract: Legal contract analysis is a critical process that requires significant time, expertise, and attention to detail. Traditional
manual methods are often slow, inconsistent, and prone to human error. This paper presents an Al-powered legal contract risk
analyzer that automates the identification and classification of risks in legal documents. The proposed system leverages the
advanced capabilities of Gemini Flash 2.5 to extract, analyze, and interpret contractual clauses. It classifies risks into high,
medium, and low categories, enabling users to quickly understand potential issues within a contract. The system also provides
recommendations for risk mitigation and ensures improved accuracy and consistency compared to traditional approaches.
Experimental results demonstrate that the proposed solution significantly reduces analysis time while maintaining reliable
performance. This work highlights the potential of Al in transforming legal document analysis and enhancing decision-making
processes.

Keywords: Artificial Intelligence (Al), Natural Language Processing (NLP), Legal Contract Analysis, Risk Classification,
Machine Learning, Document Analysis, Gemini Flash 2.5.

L. INTRODUCTION
Legal contracts are essential documents that define the rights and obligations of parties in various domains such as business and
services. These documents often contain complex legal language and detailed clauses, making their analysis difficult and time-
consuming. Traditional contract review is performed manually by legal experts, which requires significant effort and is prone to
human error and inconsistency, especially when handling large volumes of documents.
With the advancement of Artificial Intelligence (Al) and Natural Language Processing (NLP), automated systems can now assist in
analyzing legal documents more efficiently. This paper presents an Al-powered legal contract risk analyzer that utilizes NLP
techniques and the capabilities of Gemini Flash 2.5 to process and interpret contract text.
The proposed system identifies important clauses and classifies them into high, medium, and low risk categories. By automating
risk detection, the system reduces manual effort, improves accuracy, and ensures consistent analysis. Additionally, it provides
recommendations to help users mitigate potential risks and make informed decisions.
The objective of this work is to develop an efficient and scalable solution for contract risk analysis, demonstrating the potential of
Al in enhancing legal document processing.

1. LITERATURE SURVEY

According to recent research, it has been seen that Artificial Intelligence and NLP provide a great help in analyzing contracts as they
help in extracting, summarizing, and identifying risks. According to research, the use of transformer models and LLMs plays an
effective role in improving the process. Existing models do not consider the category of risks and any real-time suggestion to
mitigate them. This problem is solved by the proposed system based on Gemini Flash 2.5[1]. examine the role of Al in transforming
contract analysis and legal research. The study highlights that Al improves automation, efficiency, and accuracy in processing large
legal documents. It concludes that while Al enhances legal workflows, human oversight and ethical considerations are essential for
reliable outcomes[2]. focus on automating legal compliance and contract management using advanced data analytics techniques.
The study highlights improvements in risk assessment, regulatory adherence, and negotiation optimization through intelligent
systems. It concludes that such approaches enhance efficiency and decision-making, while emphasizing the need for high-quality
data and system reliability[3]. provides a critical analysis of Al-powered contracts, examining their impact on legal interpretation
and automation. The studyhighlights that Al improves efficiency, contract processing, and risk identification, but raises concerns
about transparency and legal validity. It concludes that while Al enhances contract analysis, human judgment and regulatory
frameworks are essential to ensure reliability and fairness[4]. examines the risks associated with contracting Al systems in legal
environments. The study highlights challenges such as system errors, accountability issues, and reliability concerns in Al-driven
contracts. It concludes that effective risk management strategies and human oversight are essential to ensure safe and trustworthy
use of Al in legal applications[5].
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Explores the application of Al in legal research, contract analysis, and decision-making. The study highlights that Al systems can
automatically analyze contracts, extract key information, and support legal decisions efficiently. It concludes that Al improves
speed, accuracy, and productivity, while emphasizing the need for human validation in critical legal processes[6]. propose an
automated risk analysis approach for construction contracts using neural networks. The study demonstrates that Al models can
effectively identify and predict contract risks, improving accuracy and reducing manual effort. It concludes that neural network-
based systems enhance risk assessment and decision-making, though proper training data and validation are essential for reliable
results.[7]. ) explores the application of Al in legal analytics, focusing on contract analysis and predictive decision-making. The study
highlights that Al improves efficiency, accuracy, and data-driven insights in legal processes. It concludes that maintaining ethical
standards and human oversight is crucial to ensure fair and reliable outcomes[8]. Discusses the use of Al as a tool for managing
contracts, focusing on its practical applications and challenges. The study highlights that Al improves contract management,
efficiency, and automation, but also introduces issues related to legal interpretation and accountability. It concludes that successful
adoption requires proper regulation, transparency, and human oversight to ensure reliable outcomes[9]. examine the use of Al in legal
systems to determine employee vs. independent contractor status. The study highlights that Al can analyze legal criteria, classify
employment relationships, and support decision-making efficiently. It concludes that Al improves consistency and accuracy, but
requires careful validation to ensure fairness and compliance with legal standards[10]. compares Al-based contract review with
traditional manual review methods. The study highlights that Al enables faster processing, improved consistency, and more
effective risk identification, while manual review is slower and prone to human error. It concludes that a hybrid approach combining
Al and human expertise provides the most reliable and efficient solution for contract analysis[11]. propose the use of Artificial
Intelligence for analyzing risks in legal documents to support better decision-making. The study demonstrates that Al techniques can
identify potential risks and extract relevant legal information efficiently. It concludes that Al-based systems improve decision
support and accuracy, though early models had limitations in handling complex legal language[12].

1. PROPOSED SYSTEMS
The proposed system is an Al-based legal contract risk analyzer that automates the identification and classification of risks in
contracts. It uses Natural Language Processing (NLP) and machine learning models like Gemini Flash 2.5 to analyze contract text.
Initially, the user uploads a legal contract, which is processed by the Al risk analysis engine. The system understands the content
and identifies important clauses. It then classifies the risks into three categories: high risk, medium risk, and low risk based on
severity
After classification, the system generates a detailed risk report and provides recommendations to reduce potential risks. It also
performs compliance checks to ensure legal standards are met. A dashboard with realtime alerts helps users quickly identify critical
issues.
Thus, the proposed system improves accuracy, reduces manual effort, and enables faster contract analysis.

AlI-POWERED CONTRACT RISK ANALYZER

HIGH RISK

e Critical Issues

l = Potential Liabilities
e | Al RISK ANALYSIS ENGINE
— @ ~Xe \ o & MEDIUM RISK
}'° ?’ o —— . = Moderate Concerns
» Needs Review

Legal Contract Input
LOW RISK
l e Minor Issues

* Low Impact

J - RISK REPORT
P N aill] = Detailed Analysis
&)\ ALERTS & DASHBOARD \\ COMPLIANCE & REVIEW - Risk Summary
« Real-Time Alerts = Legal Review = T
« Dashboard View = Compliance Checks | —@ RECOMMENDATIONS

==y - Mitigation Strategies
-E = Action Steps J

Figure 1: Proposed System
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Figure 5: Result report

V. WORKFLOW STEPS
1) The user uploads a legal contract document in formats such as PDF, DOC, or image.
2) The system extracts text from the document using OCR (if needed) and performs preprocessing such as cleaning,
normalization, and formatting.
3) The processed text is analyzed using NLP techniques and advanced models like Gemini Flash 2.5 to understand legal clauses.
4) The system identifies critical clauses such as liability, indemnity, and termination conditions.
5) Identified clauses are categorized into High Risk, Medium Risk, and Low Risk based on severity.
6) A detailed risk analysis report is generated, including summaries and key findings.
7) The system provides suggestions and action steps to reduce or eliminate identified risks.
8) The contract is evaluated for legal compliance and potential conflicts.
9) Results are displayed through a dashboard with real-time alerts for high-risk issues.

V. RESULTS & DISCUSSIONS

1) The proposed Al-powered legal contract risk analyzer was evaluated using a set of sample legal documents containing various
types of clauses, including liability, indemnity, and termination conditions. The system successfully processed contracts in
different formats and demonstrated effective performance in extracting and analyzing textual content.

2) The results show that the system accurately classifies contract clauses into three categories: high risk, medium risk, and low
risk. High-risk clauses, such as unlimited liability and ambiguous termination conditions, were correctly identified and flagged
for immediate attention. Medium-risk clauses were marked for further review, while low-risk clauses were recognized as
having minimal impact. This classification helps users quickly prioritize critical issues within contracts.

3) The integration of Natural Language Processing (NLP) techniques with advanced models like Gemini Flash 2.5 enabled
improved contextual understanding of legal language. Compared to traditional manual review, the proposed system
significantly reduced analysis time and ensured consistent results across multiple documents. The system also demonstrated
scalability by efficiently handling multiple contracts without performance degradation.

4) In addition to classification, the system generated detailed risk reports and provided actionable recommendations for mitigating
identified risks. The compliance and review module further enhanced the reliability of the system by checking adherence to
legal standards.
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5) However, some limitations were observed. The system may face challenges when dealing with highly complex or uncommon
legal clauses that require deep domain expertise. Additionally, the accuracy of results depends on the quality of input data and
preprocessing techniques.

6) Overall, the proposed system demonstrates that Al can effectively automate legal contract analysis, improving efficiency,
accuracy, and decision-making in legal processes.

VI. FUTURE INSIGHTS

1) The proposed system can be enhanced by integrating advanced Al models like Gemini Flash 2.5 for better accuracy and
understanding of legal language.

2) Future improvements include real-time contract assistance, where users get live suggestions while drafting contracts. The
system can also support multiple languages for wider usability.

3) Implementing Explainable Al (XAl) will help users understand why a clause is classified as risky. Integration with legal
databases can improve prediction accuracy.

4) Additionally, deploying the system on the cloud will make it scalable and accessible. Continuous learning from user feedback
can further improve system performance over time.

VII. CONCLUSION

1) This paper presented an Al-powered legal contract risk analyzer that automates the process of analyzing and classifying risks in
legal documents. The proposed system utilizes Natural Language Processing (NLP) techniques and advanced Al models such
as Gemini Flash 2.5 to efficiently process contract text and identify potential risks.

2) The system successfully classifies contract clauses into high, medium, and low risk categories, enabling users to quickly
understand critical issues and prioritize actions. Compared to traditional manual methods, the proposed approach significantly
reduces analysis time, improves accuracy, and ensures consistency in results.

3) Additionally, the system provides detailed reports and recommendations for risk mitigation, enhancing decision-making and
contract management processes. The integration of compliance checks further ensures adherence to legal standards.

4) Overall, the proposed solution demonstrates the effectiveness of Al in transforming legal document analysis and highlights its
potential for real-world applications in law firms, businesses, and other organizations.
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