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IF A TerM IN A CoNTRACT Is AMBIGUOUS AND UNCLEAR, W/HEN INTERPRETING THE TERM THE COURT WILL GENERALLY
APPROACH THE AMBIGUITY WITH A SET OF WELL-ESTABLISHED LEGAL PRINCIPLES DESIGNED TO ASCERTAIN THE TRUE INTENT OF
THE CONTRACTING PARTIES. CONTRACT INTERPRETATION IS A FUNDAMENTAL ASPECT OF CONTRACT LAW, ENSURING THAT
DISPUTES ARE RESOLVED FAIRLY AND CONSISTENTLY. \WW/HEN A CONTRACTUAL TERM IS AMBIGUOUS OR UNCLEAR, COURTS DO
NOT SIMPLY INTERPRET IT BASED ON THE LITERAL WORDS ALONE; INSTEAD, THEY EMPLOY A COMPREHENSIVE ANALYSIS ROOTED
IN LEGAL DOCTRINE, THE CONTEXT OF THE AGREEMENT, AND THE PRINCIPLES OF GOOD FAITH AND FAIRNESS. THIS ARTICLE
EXPLORES THE GENERAL APPROACH COURTS TAKE WHEN FACED WITH AMBIGUOUS CONTRACT TERMS, INCLUDING KEY LEGAL
STANDARDS, INTERPRETATIVE PRINCIPLES, AND PRACTICAL CONSIDERATIONS.

UNDERSTANDING CONTRACT AMBIGUITY

WHAT Is AN AMBIGUOUS CONTRACT TERM?

AN AMBIGUOUS CONTRACT TERM IS ONE THAT IS SUSCEPTIBLE TO MORE THAN ONE REASONABLE INTERPRETATION. UNLIKE CLEAR
AND UNAMBIGUOUS LANGUAGE, WHICH LEAVES LITTLE ROOM FOR DOUBT ABOUT THE PARTIES' INTENTIONS, AMBIGUOUS
LANGUAGE CAN BE UNDERSTOOD IN MULTIPLE WAYS, CREATING UNCERTAINTY.

EXAMPLES OF AMBIGUOUS TERMS INCLUDE:

- V AGUE DESCRIPTORS SUCH AS “REASONABLE TIME”

- TERMS WITH MULTIPLE MEANINGS LIKE “DELIVERY” (WHICH COULD MEAN PHYSICAL DELIVERY, TRANSFER OF OWNERSHIP, OR
CONTRACTUAL OBLIGATION)

- LANGUAGE THAT IS CONTRADICTORY OR INCOMPLETE

WHY Do AMBIGUouUs TerMS OCCUR?

AMBIGUITY MAY ARISE DUE TO:

- POOR DRAFTING OR LACK OF CLARITY

- USE OF TECHNICAL OR SPECIALIZED LANGUAGE

- CHANGES IN CIRCUMSTANCES NOT REFLECTED IN THE CONTRACT
- INTENTIONS NOT FULLY ARTICULATED AT THE TIME OF DRAFTING

LEGAL PRINCIPLES GOVERNING THE INTERPRETATION OF AMBIGUOUS TERMS

COURTS FOLLOW SPECIFIC PRINCIPLES WHEN INTERPRETING AMBIGUOUS CONTRACTUAL TERMS, AIMING TO UPHOLD THE INTENT
OF THE PARTIES AND ENSURE FAIR ENFORCEMENT.

PrRIMARY RULES OF CONTRACT INTERPRETATION

1. PLAIN MEANING RULE: COURTS FIRST EXAMINE THE PLAIN AND ORDINARY MEANING OF THE LANGUAGE USED. |F THE TERMS ARE
CLEAR, THEY ARE ENFORCED AS WRITTEN.

2. CONTEXTUAL INTERPRETATION: |F THE LANGUAGE IS AMBIGUOUS, COURTS CONSIDER THE ENTIRE CONTRACT, INCLUDING ALL
CLAUSES, TO INTERPRET THE MEANING IN CONTEXT.

3. AGAINST THE DRAFTER: AMBIGUOUS TERMS ARE OFTEN CONSTRUED AGAINST THE PARTY THAT DRAFTED THE CONTRACT,
ESPECIALLY IN STANDARDIZED FORM AGREEMENTS.

4. ParoL EVIDENCE RULE: EXTERNAL EVIDENCE (SUCH AS PRIOR NEGOTIATIONS OR INDUSTRY STANDARDS) MAY BE ADMITTED
TO CLARIFY AMBIGUOUS TERMS, PROVIDED THE CONTRACT IS NOT FULLY INTEGRATED.



\WHEN AMBIGUITY |s PRESENT, COURTS TYPICALLY APPLY THE FOLLOWING
APPROACHES

- Prior NEGOTIATIONS AND COURSE OF DEALINGS: TO UNDERSTAND WHAT THE PARTIES INTENDED, COURTS MAY LOOK AT
THEIR PRIOR CONDUCT AND NEGOTIATIONS.

- TRADE USAGE AND INDUSTRY STANDARDS: COMMON PRACTICES AND DEFINITIONS WITHIN A CERTAIN INDUSTRY CAN INFORM
INTERPRETATION.

- REASONABLE EXPECTATIONS: THE COURT CONSIDERS WHAT A REASONABLE PERSON WOULD UNDERSTAND THE TERM TO MEAN
IN THE CIRCUMSTANCES.

W/HEN INTERPRETING AMBIGUOUS TERMS, COURTS WILL GENERALLY

COURTS AIM TO RESOLVE AMBIGUITY BY ASCERTAINING THE TRUE INTENT OF THE PARTIES, OFTEN FOLLOWING THESE GENERAL
PRINCIPLES:

1. Use THE ENTIRE CONTRACT

- COURTS AVOID INTERPRETING A TERM IN ISOLATION.
- THEY ANALYZE THE CONTRACT AS A WHOLE TO ENSURE CONSISTENCY AND HARMONY AMONG PROVISIONS.

2. Consiper THE CONTRACT’S PURPOSE

- THE OVERALL OBJECTIVE OF THE AGREEMENT GUIDES INTERPRETATION.
- COURTS SEEK TO GIVE EFFECT TO THE INTENDED ECONOMIC AND LEGAL PURPOSE.

3. Prior DeaLINGS AND CONDUCT

- EVIDENCE OF HOW THE PARTIES HAVE ACTED UNDER THE CONTRACT CAN CLARIFY AMBIGUOUS LANGUAGE.
- THIS INCLUDES PREVIOUS COMMUNICATIONS, PERFORMANCE HISTORY, AND CUSTOMS.

4. INDUSTRY PRACTICE AND TRADE USAGE

- RECOGNIZED STANDARDS WITHIN A PARTICULAR INDUSTRY CAN HELP RESOLVE AMBIGUITY.
- For EXAMPLE, IN A CONSTRUCTION CONTRACT, TERMS LIKE “SUBSTANTIAL COMPLETION” HAVE INDUSTRY-SPECIFIC MEANINGS.

5. REASONABLE INTERPRETATION

- THE COURT FAVORS INTERPRETATIONS THAT ARE REASONABLE AND CONSISTENT WITH COMMERCIAL PRACTICE.
- AN UNREASONABLE OR STRAINED INTERPRETATION IS LESS FAVORED.

LeGAL ReEMEDIES AND CLARIFICATIONS FOR AMBIGUOUS TERMS

W/HEN AMBIGUITY PERSISTS, COURTS HAVE SEVERAL OPTIONS TO RESOLVE DISPUTES:

1. REFORMATION OR MODIFICATION OF THE CONTRACT

- COURTS MAY REFORM THE CONTRACT TO REFLECT THE TRUE INTENT IF AMBIGUITY RESULTS FROM MUTUAL MISTAKE OR
MISREPRESENTATION.



2. PAroL EVIDENCE AND EXTRINSIC EVIDENCE

- COURTS MAY ADMIT EXTERNAL EVIDENCE TO CLARIFY AMBIGUOUS LANGUAGE, ESPECIALLY IF THE AMBIGUITY AFFECTS
MATERIAL TERMS.

3. INTERPRETATIVE PRESUMPTIONS

- CERTAIN PRESUMPTIONS, SUCH AS CONSTRUING AMBIGUOUS PROVISIONS AGAINST THE DRAFTER, ARE APPLIED TO RESOLVE
UNCERTAINTY.

4. ENFORCING THE MOST REASONABLE INTERPRETATION

- \W/HEN MULTIPLE INTERPRETATIONS ARE POSSIBLE, COURTS TEND TO ENFORCE THE ONE THAT ALIGNS WITH FAIRNESS AND
COMMERCIAL REASONABLENESS.

PrAcCTICAL TIPS FOR DRAFTING CLEAR CONTRACTS

TO MINIMIZE AMBIGUITY AND REDUCE LITIGATION RISKS, PARTIES SHOULD FOCUS ON CLEAR, PRECISE DRAFTING!:

KEY TIPS INCLUDE:

- USE PLAIN LANGUAGE AND DEFINE TECHNICAL TERMS

- BE SPECIFIC ABOUT OBLIGATIONS, TIMEFRAMES, AND CONDITIONS

- AVOID VAGUE DESCRIPTORS LIKE “REASONABLE,” “USUAL,” OR “APPROPRIATE”

- INCLUDE PROVISIONS THAT CLARIFY HOW AMBIGUOUS TERMS SHOULD BE INTERPRETED
- REVIEW AND NEGOTIATE AMBIGUOUS CLAUSES BEFORE SIGNING

CoNCLUSION

W/HEN A CONTRACTUAL TERM IS AMBIGUOUS AND UNCLEAR, COURTS WILL GENERALLY INTERPRET IT BY EXAMINING THE ENTIRE
AGREEMENT, CONSIDERING THE CONTEXT, AND APPLYING PRINCIPLES OF GOOD FAITH AND COMMERCIAL REASONABLENESS. THeY
PRIORITIZE UNDERSTANDING THE PARTIES” TRUE INTENT, OFTEN RESORTING TO EXTERNAL EVIDENCE, TRADE PRACTICES, AND PRIOR
DEALINGS TO RESOLVE UNCERTAINTY. RECOGNIZING THE IMPORTANCE OF CLARITY IN CONTRACT DRAFTING CAN SIGNIFICANTLY
REDUCE AMBIGUITIES, FOSTERING BETTER ENFORCEABILITY AND FEWER DISPUTES. ULTIMATELY, UNDERSTANDING HOW COURTS
APPROACH AMBIGUOUS CONTRACT TERMS IS ESSENTIAL FOR LEGAL PRACTITIONERS, DRAFTERS, AND PARTIES SEEKING TO
PROTECT THEIR INTERESTS AND ENSURE THEIR CONTRACTUAL RIGHTS ARE EFFECTIVELY UPHELD.
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FREQUENTLY ASkeD QUESTIONS

WHAT IS THE GENERAL APPROACH COURTS TAKE WHEN INTERPRETING AMBIGUOUS AND
UNCLEAR CONTRACTUAL TERMS?

COURTS TYPICALLY INTERPRET AMBIGUOUS TERMS AGAINST THE PARTY WHO DRAFTED THE CONTRACT AND LOOK AT THE
OVERALL CONTEXT TO DETERMINE THE PARTIES’ INTENT.

\WHEN A CONTRACTUAL TERM IS AMBIGUOUS , DOES THE COURT CONSIDER EXTERNAL
EVIDENCE DURING INTERPRETATION?

YES/ COURTS OFTEN CONSIDER EXTRINSIC EVIDENCE, SUCH AS NEGOTIATIONS, INDUSTRY PRACTICES, AND PRIOR DEALINGS, TO
CLARIFY AMBIGUOUS TERMS.

How DOES THE PRINCIPLE OF CONTRA PROFERENTEM APPLY TO AMBIGUOUS CONTRACT
TERMS?

THE PRINCIPLE OF CONTRA PROFERENTEM DICTATES THAT AMBIGUOUS TERMS ARE CONSTRUED AGAINST THE DRAFTER, FAVORING
THE NON-DRAFTING PARTY.

ARE COURTS MORE LIKELY TO INTERPRET AMBIGUOUS CONTRACTUAL TERMS IN FAVOR
OF FAIRNESS OR STRICT ADHERENCE TO THE WORDING?

COURTS GENERALLY SEEK TO INTERPRET AMBIGUOUS TERMS IN A MANNER THAT REFLECTS THE TRUE INTENT OF THE PARTIES,
WHICH MAY INVOLVE A FAIR AND REASONABLE INTERPRETATION RATHER THAN STRICT ADHERENCE TO AMBIGUOUS \WORDING.

\W/HAT ROLE DOES THE CONTEXT OF THE ENTIRE CONTRACT PLAY WHEN INTERPRETING
AN AMBIGUOUS TERM?

THE COURT CONSIDERS THE ENTIRE CONTRACT AND THE CIRCUMSTANCES SURROUNDING ITS FORMATION TO INTERPRET
AMBIGUOUS TERMS CONSISTENT WITH THE OVERALL AGREEMENT.

DOES THE PURPOSE OF THE CONTRACT INFLUENCE HOW COURTS INTERPRET AMBIGUOUS
PROVISIONS?

YES, COURTS OFTEN INTERPRET AMBIGUOUS TERMS IN A WAY THAT ALIGNS WITH THE CONTRACT’S PURPOSE AND THE INTENT
OF THE PARTIES TO FULFILL THE CONTRACT'S OBJECTIVES.

CAN THE CONDUCT OF THE PARTIES AFTER THE CONTRACT IS SIGNED AFFECT THE
INTERPRETATION OF AMBIGUOUS TERMS?

YES, SUBSEQUENT CONDUCT CAN BE USED AS EVIDENCE TO CLARIFY THE MEANING OF AMBIGUOUS TERMS AND ASCERTAIN THE
PARTIES’ UNDERSTANDING.

IS THERE A DIFFERENCE IN HOW COURTS INTERPRET AMBIGUOUS TERMS IN COMMERCIAL
VERSUS CONSUMER CONTRACTS?

YES, COURTS MAY APPLY DIFFERENT STANDARDS; CONSUMER CONTRACTS OFTEN FAVOR THE WEAKER PARTY, WITH STRICTER
SCRUTINY TO RESOLVE AMBIGUITIES IN FAVOR OF CONSUMERS.



\WHEN AN AMBIGUOUS TERM CANNOT BE CLARIFIED ;, WHAT IS THE TYPICAL OUTCOME IN
CONTRACT INTERPRETATION?

IF AMBIGUITY REMAINS UNRESOLVED, COURTS MAY INTERPRET THE TERM IN THE WAY THAT BEST REFLECTS THE INTENT OF BOTH
PARTIES OR, IN SOME CASES, DECLARE THE TERM UNENFORCEABLE OR AMBIGUOUS BEYOND REPAIR.

ADDITIONAL RESOURCES

\W/HEN A TERM IN A CONTRACT IS AMBIGUOUS AND UNCLEAR, COURTS FACE THE CHALLENGING TASK OF INTERPRETING SUCH
LANGUAGE TO DETERMINE THE INTENTIONS OF THE PARTIES INVOLVED. CONTRACT AMBIGUITY CAN LEAD TO DISPUTES, AND
JUDICIAL INTERPRETATION BECOMES CRUCIAL IN RESOLVING THESE DISAGREEMENTS EFFECTIVELY. UUNDERSTANDING HOW COURTS
APPROACH AMBIGUOUS CONTRACTUAL TERMS IS ESSENTIAL FOR LEGAL PRACTITIONERS, BUSINESSES, AND INDIVIDUALS ALIKE, AS
IT INFLUENCES THE ENFORCEABILITY AND CLARITY OF CONTRACTUAL AGREEMENTS.

UNDERSTANDING CONTRACT AMBIGUITY: DEFINITION AND SIGNIFICANCE

WHAT CONSTITUTES AN AMBIGUOUS CONTRACT TERM?

AN AMBIGUOUS CONTRACT TERM IS ONE THAT IS SUSCEPTIBLE TO MORE THAN ONE REASONABLE INTERPRETATION. AMBIGUITY
OFTEN ARISES DUE TO VAGUE LANGUAGE, CONFLICTING PROVISIONS, OR TECHNICAL JARGON THAT CAN BE INTERPRETED
DIFFERENTLY BY REASONABLE PARTIES. COMMON CAUSES OF AMBIGUITY INCLUDE:

- USE OF BROAD OR INDEFINITE LANGUAGE (E.G., “"REASONABLE TIME,” “SUBSTANTIAL COMPLETION")

- AMBIGUOUS REFERENCES OR PRONOUNS

- CONFLICTING CLAUSES WITHIN THE SAME CONTRACT

- USE OF LEGAL OR TECHNICAL TERMS WITHOUT CLEAR DEFINITION

- AMBIGUOUS INTENT OF THE PARTIES AT THE TIME OF DRAFTING

WHY Does AMBIGUITY MATTER?

AMBIGUITY IMPACTS THE ENFORCEABILITY OF CONTRACTUAL PROVISIONS. W/HEN A TERM IS UNCLEAR, IT CAN:
- LEAD TO DISPUTES ABOUT THE PARTIES OBLIGATIONS

- RESULT IN COSTLY LITIGATION

- REQUIRE JUDICIAL INTERVENTION TO INTERPRET THE PARTIES’ TRUE INTENTIONS

- AFFECT THE OVERALL VALIDITY OF THE CONTRACT IF AMBIGUITY IS DEEMED FUNDAMENTAL

LEGAL PRINCIPLES GOVERNING THE INTERPRETATION OF AMBIGUOUS TERMS

PLAIN MEANING RULE AND ITS LIMITATIONS

TRADITIONALLY, COURTS APPLY THE PLAIN MEANING RULE, WHICH MANDATES THAT UNAMBIGUOUS TERMS SHOULD BE
INTERPRETED ACCORDING TO THEIR ORDINARY, EVERYDAY MEANINGS. IF THE LANGUAGE IS CLEAR, COURTS GENERALLY DO NOT
LOOK BEYOND THE TEXT. HO\X/EVER, THIS RULE HAS LIMITATIONS:

- |T DOES NOT RESOLVE DISPUTES WHERE LANGUAGE IS INHERENTLY AMBIGUOUS

- |T ASSUMES THAT THE LANGUAGE USED REFLECTS THE TRUE INTENT, WHICH MAY NOT ALWAYS BE TRUE IF THE LANGUAGE IS
VAGUE OR POORLY DRAFTED



RoLe oF CONTRACT CONSTRUCTION AND INTERPRETATION

\W/HEN AMBIGUITY EXISTS, COURTS SHIFT THEIR FOCUS TO INTERPRET THE CONTRACT AS A WHOLE, AIMING TO DISCERN THE
PARTIES’ INTENT. THIS INVOLVES:

- EXAMINING THE ENTIRE DOCUMENT RATHER THAN ISOLATED CLAUSES

- CONSIDERING THE CONTEXT SURROUNDING THE AGREEMENT

- APPLYING ESTABLISHED INTERPRETATIVE RULES AND PRINCIPLES

PRrRINCIPLES AND RULES FOR INTERPRETING AMBIGUOUS TERMS

COURTS GENERALLY EMPLOY SEVERAL GUIDING PRINCIPLES:

- FAVORING REASONABLE INTERPRETATIONS: THE COURT PREFERS AN INTERPRETATION THAT IS REASONABLE AND CONSISTENT
WITH THE OVERALL PURPOSE OF THE CONTRACT.

- AGAINST THE DRAFTER: AMBIGUOUS LANGUAGE IS OFTEN CONSTRUED AGAINST THE PARTY THAT DRAFTED IT, ESPECIALLY IN
CONTRACTS OF ADHESION.

- CONTEXTUAL INTERPRETATION: TERMS ARE INTERPRETED WITHIN THE CONTEXT OF THE ENTIRE AGREEMENT AND THE
CIRCUMSTANCES SURROUNDING ITS FORMATION.

- Look To PAROL EVIDENCE: COURTS MAY ADMIT EXTRINSIC EVIDENCE, SUCH AS PRIOR NEGOTIATIONS OR INDUSTRY
STANDARDS, TO CLARIFY AMBIGUOUS LANGUAGE.

W/HEN CoURTS GENERALLY INTERPRET AMBIGUOUS TERMS

FAVORING THE MEANING THAT REFLECTS THE PARTIES® INTENT

COURTS PRIORITIZE UNDERSTANDING WHAT THE PARTIES INTENDED AT THE TIME OF CONTRACTING. W/HEN AMBIGUITY EXISTS,
THEY SEEK TO INTERPRET THE LANGUAGE IN A MANNER THAT ALIGNS WITH THE OVERALL PURPOSE OF THE AGREEMENT. THIS
OFTEN INVOLVES:

- READING THE CONTRACT AS A WHOLE

- CONSIDERING THE NEGOTIATIONS, INDUSTRY PRACTICES, AND CONDUCT OF THE PARTIES

- ASSESSING THE REASONABLE EXPECTATIONS OF THE PARTIES

UsE oF EXTRINSIC EVIDENCE

IN CASES OF AMBIGUITY, COURTS ARE MORE WILLING TO CONSIDER EXTERNAL EVIDENCE BEYOND THE CONTRACT’S TEXT, SUCH
AS:

- CORRESPONDENCE BETWEEN PARTIES

- PrEVIOUS DRAFTS

- INDUSTRY CUSTOMS

- STATEMENTS MADE DURING NEGOTIATIONS

THE PURPOSE OF EXAMINING EXTRINSIC EVIDENCE IS TO CLARIFY THE AMBIGUOUS LANGUAGE AND ARRIVE AT A FAIR
INTERPRETATION CONSISTENT WITH THE PARTIES’ TRUE INTENTIONS.

APPLYING THE DOCTRINE OF CONTRA PROFERENTEM

THIS DOCTRINE STATES THAT AMBIGUOUS CONTRACTUAL LANGUAGE SHOULD BE INTERPRETED AGAINST THE INTERESTS OF THE
DRAFTING PARTY, ESPECIALLY IF THEY ARE IN A STRONGER BARGAINING POSITION. THIS APPROACH DISCOURAGES DRAFTING
OVERLY VAGUE PROVISIONS AND PROMOTES CLARITY.



INTERPRETING AMBIGUITY IN FAVOR OF ENFORCEABILITY

COURTS GENERALLY PREFER TO INTERPRET AMBIGUOUS TERMS IN A WAY THAT MAINTAINS THE ENFORCEABILITY OF THE
CONTRACT. IF AN INTERPRETATION WOULD RENDER A CLAUSE VOID OR UNENFORCEABLE, COURTS ARE LESS LIKELY TO ADOPT
THAT READING UNLESS IT ALIGNS WITH THE PARTIES” INTENT.

Case LAw AND JupICIAL TRENDS

NOTABLE JURISPRUDENCE ON AMBIGUOUS CONTRACT TERMS

V ARIOUS CASES EXEMPLIFY HOW COURTS HANDLE AMBIGUOUS LANGUAGE:

- PaciFic Gas § ELecTric Co. v. G. W. THoMAS DRAYAGE § RIGGING Co. (1968): THe CALIFORNIA SUPREME COURT
EMPHASIZED THAT COURTS SHOULD INTERPRET AMBIGUOUS CONTRACTUAL LANGUAGE IN A MANNER THAT REFLECTS THE MUTUAL
INTENT OF THE PARTIES, CONSIDERING ALL RELEVANT CIRCUMSTANCES.

- UNITED STATES V. TEXAS INSTRUMENTS, INC. (1988): HIGHLIGHTED THE IMPORTANCE OF EXTRINSIC EVIDENCE IN RESOLVING
AMBIGUITY.

- CoHen v. CowLes Mepia Co. (199 1): DEMONSTRATED THAT COURTS FAVOR INTERPRETATIONS THAT PROMOTE FAIRNESS
AND UPHOLD THE PARTIES’ EXPECTATIONS.

ReCeNT TRENDS IN JUDICIAL INTERPRETATION

MODERN COURTS INCREASINGLY FOCUS ON:

- THE CONTEXT OF NEGOTIATIONS

- THE REASONABLE EXPECTATIONS OF PARTIES

- THE PURPOSE BEHIND CONTRACTUAL PROVISIONS

- THE IMPORTANCE OF CLARITY IN CONTRACTUAL DRAFTING TO MINIMIZE DISPUTES

THESE TRENDS REFLECT A BROADER DESIRE FOR FAIR AND PREDICTABLE CONTRACT ENFORCEMENT, EMPHASIZING THAT AMBIGUITY
SHOULD NOT THWART THE PARTIES’ INTENTIONS.

PRACTICAL IMPLICATIONS AND RECOMMENDATIONS

DrAFTING CLEAR AND UNAMBIGUOUS CONTRACTS

T o MINIMIZE JUDICIAL RELIANCE ON INTERPRETATION, PARTIES SHOULD:
- USE PRECISE LANGUAGE AND DEFINE KEY TERMS

- AVOID VAGUE PHRASES

- INCLUDE CLEAR PROVISIONS ON DISPUTE RESOLUTION

- CONSIDER INDUSTRY STANDARDS AND PRACTICES

- ENGAGE LEGAL COUNSEL DURING DRAFTING

STRATEGIC USE oF EXTRINSIC EVIDENCE

PARTIES SHOULD PRESERVE DOCUMENTATION OF NEGOTIATIONS AND COMMUNICATIONS TO SUPPORT THEIR INTERPRETATION IN
CASE OF AMBIGUITY. PROPER RECORD-KEEPING CAN BE DECISIVE IN COURT.

UNDERSTANDING THE LIMITATIONS OF JUDICIAL INTERPRETATION

W/HILE COURTS AIM TO INTERPRET AMBIGUOUS TERMS IN LINE WITH THE PARTIES’ INTENTIONS, ULTIMATE SUCCESS DEPENDS ON



THE CLARITY OF THE LANGUAGE AND THE AVAILABILITY OF EXTRINSIC EVIDENCE. RECOGNIZING THE LIMITS OF JUDICIAL
INTERVENTION UNDERSCORES THE IMPORTANCE OF CLEAR DRAFTING AND THOROUGH REVIEW.

ConcrusioN: CourTs’> APPROACH To AMBIGUOUS CONTRACT TERMS

W/HEN A TERM IN A CONTRACT IS AMBIGUOUS AND UNCLEAR, COURTS GENERALLY INTERPRET SUCH LANGUAGE BY SEEKING TO
ASCERTAIN THE TRUE INTENT OF THE PARTIES THROUGH A COMBINATION OF TEXTUAL ANALYSIS, EXTRINSIC EVIDENCE, AND
ESTABLISHED INTERPRETATIVE PRINCIPLES. THEY FAVOR REASONABLE INTERPRETATIONS THAT ALIGN WITH THE OVERALL
PURPOSE OF THE CONTRACT AND THE EXPECTATIONS OF THE PARTIES, GIVING PARTICULAR WEIGHT TO THE CONTEXT AND
CIRCUMSTANCES SURROUNDING THE AGREEMENT. COURTS ALSO TEND TO INTERPRET AMBIGUOUS LANGUAGE AGAINST THE
DRAFTER AND PRIORITIZE CLARITY AND FAIRNESS IN ENFORCEMENT. ULTIMATELY/ THE GOAL IS TO UPHOLD THE INTEGRITY OF THE
CONTRACTUAL BARGAIN AND ENSURE THAT THE PARTIES’ INTENTIONS ARE HONORED, EVEN IN THE FACE OF LANGUAGE THAT
INITIALLY APPEARS UNCERTAIN OR CONFUSING. FOR PRACTITIONERS AND DRAFTERS, THIS UNDERSCORES THE CRITICAL
IMPORTANCE OF PRECISE LANGUAGE, COMPREHENSIVE DRAFTING, AND THOROUGH DOCUMENTATION TO PREVENT AMBIGUITY AND
REDUCE RELIANCE ON JUDICIAL INTERPRETATION.
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