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“In recent times contract interpretation has
become one of the most contentious areas of the
law of contract. There are fundamental divisions
among commentators, practitioners and judges
(often writing extra-judicially) as to the nature of
the task and the permissible aids to
interpretation”. (David McLauchlan, Contract
Interpretation: What is it About?, 31 SYDNEY LAW
ReEVIEW 5 (2008)).
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“Contract interpretation remains the largest single
source of contract litigation between business
firms. In part this is because contract
interpretation issues are difficult, but it also
reflects a deep divide between textualist and
contextualist theories of interpretation. While a
strong majority of U.S. courts continue to follow
the traditional, “formalist” approach to contract
interpretation, some courts and most
commentators prefer the “contextualist”
interpretive principles that are reflected in the
Uniform Commercial Code and the Second
Restatement”. (Alan Schwartz, Robert E. Scott,
Contract Interpretation Redux, 119 YALE L.J. 926
(2010)).
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"[T]here is plenty of judicial language, from
Illinois cases as from cases from other states, that
if the language of a contract appears to admit of
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only one interpretation, the case is indeed over.
E.g., Omnitrus Merging Corp. v. lllinois Tool
Works, Inc., 256 Ill.App.3d 31, 195 Ill.Dec. 701,
704, 628 N.E.2d 1165, 1168 (1993); In re
Marriage of Osborn, 206 Ill.App.3d 588, 151
I1l.Dec. 663, 668, 564 N.E.2d 1325, 1330 (1990).
This is the “four corners” rule. AM ripostes that
the doctrine of “extrinsic ambiguity” entitled it to
present evidence that although the contract
appears to be clear, anyone who understood the
real-world context would know that it does not
mean what it seems to mean. And there are many
cases which say this, too. E.g., USG Corp. v.
Sterling Plumbing Group, Inc., 247 Ill.App.3d
316, 186 Ill.Dec. 830, 832, 617 N.E.2d 69, 71
(1993); Economy Preferred Ins. Co. v. Jersey
County Construction, Inc., 246 Ill.App.3d 387,
186 I1ll.Dec. 233, 235, 615 N.E.2d 1290, 1292

(1993) ". (AM Intern., Inc. v. Graphic
Management Associates, Inc., 44 F.3d 572
(1995)).
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“[17t is unnecessary to consider any extrinsic
evidence at all when the document is clear and
unambiguous on its face... the contractual intent
of the parties is to be determined by reference to
the words they used in drafting the document,
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possibly read in light of the surrounding
circumstances which were prevalent at the time.
Evidence of one party’s subjective intention has
no independent place in this determination” ( Eli
Lilly & Co. v. Novopharm Ltd., [1998] 2 S.C.R
129, 161 D.L.R (4th) (S.C.C)).
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Corey Developments Inc. v. Eastbridge Developments (Waterloo) Ltd. (1997), 34 )
.(O.R (3d) 73 (Gen. Div.); affirmed (1999)
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absolutely anything which would have affected the way in which the ”
7language of the document would have been understood by a reasonable man
Investors Compensation Scheme Ltd. v West Bromwich Building Society (No.1), )
N IMIRD 1°7 p0DA . ([1998] 1 W.L.R. 896, 913 (House of Lords) (Lord Hoffman)
| did not think it necessary to emphasize that 7 :an3 9wx nxX 9917 7% °7an
I meant anything which a reasonable man would have regarded as relevant. |
was merely saying that there is no conceptual limit to what can be regarded as
Bank of Credit and Commerce International SA v. Ali, [2001] 2 ) ”background
NWYW NIRIT NN NOYRIVDONIP 19T PPRW INRY L(W.L.R. 735, 749 (H.L.)
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