
Principles of Contractual Interpretation: A
Comprehensive Guide to Understanding
Contract Language
Contracts are the foundation of business and commerce. They are used to
create legally binding agreements between parties, and they can be used
to govern a wide range of transactions, from the sale of goods to the
provision of services.
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However, contracts can be complex documents, and it is often difficult to
determine the meaning of a particular contract. This is where contractual
interpretation comes in.

Contractual interpretation is the process of determining the meaning of a
contract. It is a complex process that involves a number of different factors,
including the language of the contract, the context in which the contract
was created, and the intention of the parties.
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In this article, we will provide a comprehensive overview of the principles of
contractual interpretation. We will discuss the different theories of
interpretation, the role of context, and the rules for interpreting specific
types of contracts.

Theories of Contractual Interpretation

There are two main theories of contractual interpretation: the literal rule and
the purposive rule.

The literal rule is based on the principle that the meaning of a contract is
determined by the plain meaning of the language used in the contract. This
rule is often used in cases where the language of the contract is clear and
unambiguous.

The purposive rule is based on the principle that the meaning of a contract
is determined by the purpose of the contract. This rule is often used in
cases where the language of the contract is ambiguous or where there is a
conflict between the literal meaning of the contract and the purpose of the
contract.

The courts will often use a combination of the literal rule and the purposive
rule to interpret contracts. The court will first look at the plain meaning of
the language used in the contract. If the language is clear and
unambiguous, the court will interpret the contract according to its literal
meaning.

However, if the language of the contract is ambiguous or if there is a
conflict between the literal meaning of the contract and the purpose of the
contract, the court will use the purposive rule to interpret the contract.



The Role of Context

The context in which a contract was created is an important factor in
interpreting the contract. The context can include the following factors:

The purpose of the contract

The relationship between the parties

The circumstances surrounding the creation of the contract

The court will consider the context of a contract when interpreting the
contract. The court will use the context to help determine the meaning of
the language used in the contract and to resolve any ambiguities.

Rules for Interpreting Specific Types of Contracts

There are a number of specific rules that apply to the interpretation of
certain types of contracts. These rules include the following:

The rule of contra proferentem

The rule of ejusdem generis

The rule of expressio unius est exclusio alterius

The rule of contra proferentem is a rule of construction that states that any
ambiguity in a contract will be construed against the party who drafted the
contract.

The rule of ejusdem generis is a rule of construction that states that when a
contract lists a number of specific items, followed by a general term, the



general term will be interpreted to refer to items that are similar to the
specific items.

The rule of expressio unius est exclusio alterius is a rule of construction
that states that when a contract specifically mentions one thing, it excludes
all other things.

Principles of Contractual Interpretation is a complex and challenging topic.
However, by understanding the principles and rules of contractual
interpretation, you can increase your understanding of contracts and
improve your ability to draft and negotiate contracts.

If you are involved in a contract dispute, it is important to consult with an
attorney to discuss your rights and options.
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