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With the advancement of various technologies, the latest generation of contracts
called smart contracts has emerged. The language of these contracts is computer
code, and since they are concluded on the blockchain, their contractual provisions
are self-executing and irreversible. In these contracts, as in traditional contracts, there
is a possibility that due to reasons such as defects, ambiguity, brevity or silence in
the provisions of the contract or the inconsistency of the effects of the contract with
the intention of the parties, the contract may need interpretation to resolve the
disputes that have arisen. Smart contracts can be interpreted based on the way they
are concluded with two approaches: textualism or contextualism. To interpret the
“wet smart contract” with textualism approach, first, the pre-contract concluded in
human language must be referred to within its framework, and not beyond, and it
must be examined in accordance with the general rules of contract interpretation, and
then the conformity or inconsistency of the effects of the smart contract codes with
the intention of the parties should be analyzed. If "smart contract is dry," the contract
codes can only be translated with the help of blockchain programmers and interpreted
by an interpreter. By examining these codes and analyzing the specified instructions,
it can be determined what instructions the parties intended to give to the computer,
and the reason for the discrepancy between the effect of the contract and the intention
of the parties can be identified and the resulting disputes can be resolved.
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1. Introduction

The most reliable way to registration agreements and obligations between persons is to put them in the form of a
written contract. In traditional paper contracts, people write their agreements in human language. Human language
is a flexible language and a word may have different meanings, so the parties to the contract may disagree in cases
of ambiguity, and the contract may need to be interpreted to resolve the dispute.

With the advancement of science, a new generation of contracts, called smart contracts, emerged, whose
language is computer code and which have self-executing features. Since the specialized language of these
contracts is computer code and they are often written by the developer, there is a possibility of disputes between
the parties to the contract due to ambiguity in the contract's provisions or conflict between the contract's provisions
and its effects.

The important question is whether it is possible to interpret smart contracts using the interpretative rules and
textualism or contextualism approach applied in the interpretation of traditional contracts, or does the interpretation
of these contracts require the creation of new rules and approaches? Given that smart contracts are also written,
and the only difference between them is that their writing language is different, it seems that the textualism and
contextualism approaches applied in the interpretation of traditional contracts can be applied to smart contracts
with some considerations, and there is no need to create new interpretative rules and theories because these
contracts are also written, and in order to discover the intention of the parties to the contract, the computer code
can be analyzed using the stated rules and approaches and the intention of the parties to the contract can be known.

2. Methodology

In this research, we tried to collect and gather information from the primary sources (including laws, regulations,
directives, bylaws, judicial decisions, etc.) and secondary sources (such as books and articles, theses, research
reports, etc.) in scientific research data centers, official and reputable websites, libraries, and similar resources.

From the authors' point of view, the title of the research indicates that first, one should become familiar with
the concept and characteristics of smart contracts and provide a definition for these contracts, and secondly, one
should become familiar with the rules and regulations related to the interpretation of contracts in Iran. Thirdly, it
examined the theoretical foundations of the textualism and contextualism approaches. The logical order of the
research requires examining the existing doctrine on the interpretative approaches of textualism and contextualism
and adapting them to the method of interpreting smart contracts. Therefore, the legal study on the method of
interpreting smart contracts in accordance with the textualism and contextualism approach in Iranian law is
organized under three main headings. The main heading is the concept of smart contracts, the second main heading
is the interpretation of the contract and the examination of the textualism and contextualism approaches, and the
third main heading is the interpretation of smart contracts, which includes examining the method of interpreting
these contracts using the textualism or contextualism approach.

3. Results and Discussion

Smart contracts are concluded in computer code language and may require interpretation of the contract due to
ambiguity or conflict between the effects of the contract and the intention of the parties. In this case, different
interpretation approaches should be applied depending on the method of concluding smart contracts.

In “Wet smart contracts”, the parties conclude a pre-contract in human language before concluding the smart
contract and then convert their agreements from human language to computer code in the smart contract. Due to
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the existence of this pre-contract, this type of smart contract is called wet, because the pre-contract is in human
language and human language is a complex and ambiguous language. Therefore, in interpreting this type of smart
contract, due to the existence of a reliable source for ascertaining the intention of the parties to the contract (pre-
contract in human language), the interpreter, according to the textual approach, should not go beyond the text of
the pre-contract and should try to discover the intention of the parties to the contract within the framework of the
contract text and without analyzing evidence outside the contract. Then, the discovered intention should be
matched with the computer codes of the smart contract and its effects to discover what the real intention of the
parties was in concluding the contract and resolve the dispute by determining whether the effects of the contract
match or conflict with the intention of the parties to the contract.

The important point in applying the textual approach in Iranian law is that if the interpreter is confused in
understanding the meaning of a contractual word, he cannot rely on the doctrine of the textual approach and
consider the literal and obvious meaning of the word. Rather, the interpreter must, in accordance with the
provisions of Iranian civil law, consider the customary meaning of the word and interpret the text of the contract
accordingly.

In "Dry smart contracts”, the parties to the contract directly conclude a smart contract in computer code
without concluding a pre-contract in human language. Since computer code cannot have multiple meanings and
only has one meaning, the method of concluding a smart contract is called dry. In this case, due to the lack of a
pre-contract in human language, the only source of interpretation is the computer code of the smart contract.
Therefore, it is necessary to first translate the computer code into human language by programming experts.
According to the mechanism of smart contracts and computer systems, a literal translation of computer code cannot
provide a correct meaning of the contents of the smart contract, because in addition to the computer code, other
factors such as the artificial intelligence algorithm of the smart contract executor and oracles are also effective in
creating the effects of the smart contract. Therefore, it is necessary for the programmer to pay attention to the
impact of these factors on the effects of the smart contract when translating the provisions of smart contracts in
order to be able to correctly translate the text of the smart contract.

An interpreter cannot rely solely on translating the computer code to discover the intent of the parties to a
smart contract, based on a textual approach. First, computer code is often written by a developer, and the developer
may have written the code based on his or her understanding of the agreements between the parties to the contract,
and merely reading the code text may not accurately reflect the intent of the parties to the contract. Second, reading
the contract code is about determining what the contract is designed to do and how it actually works. So, in this
case, in order for the interpreter to be able to reach the real intention of the parties, it is necessary, based on the
contextual approach, not to be satisfied with analyzing the computer codes of the smart contract text, but to analyze
the contract based on evidence and reasons beyond the text of the contract in question, and to resolve the parties'
disputes by discovering the intention of the parties and adapting it to the effects of the contract.

4. Conclusions and Future Research

From an interpretation point of view, smart contracts are also written in the interpretation of the previous
generation of contracts, and only their writing language is different from the previous generations of contracts and
is in the language of computer code. For this reason, and by distinguishing between the methods of concluding
smart contracts, the rules of interpretation and approaches of textualism and contextualism can be applied to these
contracts in accordance with Iranian law. Because the use of these approaches in interpreting smart contracts can
also help to remove ambiguity in the contractual provisions and resolve disputes between the parties to the contract.
Only a new stage has been added to the interpretation of smart contracts, which involves translating the meaning
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of computer codes to match the intention of the contracting parties. On the other hand, it should be noted that in
applying the textual approach, according to Iranian law, if there is ambiguity in the meaning of a word, custom
must be referred to in order to discover the meaning of that word. It should be noted that in order to understand
the meaning of the computer code of a smart contract, the interpreter must refer to specialized programming
conventions to achieve its correct meaning. Therefore, it seems that the existing rules and regulations in Iranian
law, with some considerations, are still sufficient for interpreting smart contracts and there is no need to create a
new interpretative system for smart contracts.
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