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A Study on Several Problems in Termination of a Contract
ZHENG Jingchun
(Zigong People’s Intermediate Court, Zigong 643000, China)

Abstract: Contractual right of cancellation is the right of formation, which should allow the parties to exercise the right of

private relief; however, under certain conditions, the right to terminate the contract has a hybrid nature of claims and formation.

In reviewing the statutory conditions for termination of a contract, a judge shall consider both the contract purpose and the con-

sequences of default to prevent the parties abusing cancellation right. Under some special circumstances, the defaulting party

should be allowed to terminate the contract, but the observant party needs to be protected and the benefits of the two parties

should be balanced. When a contract is terminated, the liquidated damages clause asa “settlement and clear terms of the con-

tract” shall remain in force. Under current situation, a judge should carefully apply the principle of change of circumstances.

Key words: termination of contract; formation right; fundamental breach of contract; liquidated damages
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