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THE CONTRACT CLAUSE*

*Note: The contract clause
applies only to states; less
demanding concerns (under
the 5th Amend. due process
clause) apply to the fed'l gov't

This can also be asked as part of qu. 1.

Is the challenged law directed at existing
contractual obligations, or broadly aimed at
economic/social issues generally?

incidental effect on contracts do not if its purpose is to modify one party or the

Laws of general application with only A law is directed at contractual obligations
usually implicate the clause. other's contract rights.

Exxon Corp v. Eagerton

Apply the 3-part Energy Reserves test

v v v

2. 2
Is there a significant and legit- Is adjusting the contracting parties'
rights reasonable and appropriate in
light of the public purpose?

Is there a substantial . .
imate public purpose served, or

merely a private benefit?

impairment of contract

Factors to consider Ends

[Does the law extinguish contractuaD

rights or merely modify remedies? Choose the baseline standard Ad hoc balancing of
of review for this means/ends public & private
¢ analysis: interests

a regime of heavy state regulation?

[Was the contract entered into undej

¢ Is this an adjustment of Query:
Does the law retroactively affect private or state cgntract is this a
already executed contract terms? * obligations judicial
function?
* This is different than the question of whether a law
affects existing or future contracts. The latter does State Private
not raise a CC problem at all.
/ !
4{ The severity of impairment also Mid- to high- Low- to mid-
influences the degree of scrutiny level scrutiny level scrutiny
A contract in which the State A contract imposing Compare the degree of scrutiny
relinquishes an essential attribute of financial obligations on under the contracts clause with
its sovereignty is likely void ab initio; state (e.g., debt) is both that under other constitutional
subsequent repudiation does not valid and protected by the protections of property (i.e., due
offend the contracts clause contracts clause process, takings)
Reserved powers and inalienability State self-interest undercuts Symmetry regained after Energy
doctrines (Charles River Bridge) judicial deference (US Trust) Reserves: deference to legislature
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