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The Nature and Limits of Judicial Termination in Contract Deadlock:
Article 580(2) of the Civil Code and Article 59 of the Interpretation

on the General Part of Contract

ZHAO Yue
(Anhui Guoyun Law Firm, Hefei 230000, Anhui, China)

Abstract: Article 580(2) of the Civil Code empowers courts to terminate contractual rights and obligations upon a party's
request. Practice usually labels it a "right of the breaching party to terminate" and applies the rules on termination, producing
three deviations: equating judicial termination with rescission and thus misapplying restitution; treating "deadlock" as an
independent requirement detached from the three exceptions in paragraph 1; and ordering termination while avoiding the issue of
liability, leaving the performing party without remedy. This article argues that judicial termination is a judicially formed right
rather than a party's right to rescind; its requirements are the cumulative presence of one of the three exceptions and the
frustration of the contractual purpose, the former being the basis and the latter the limit, with "deadlock" merely describing their
conjunction; its effect is termination ex nunc rather than rescission ex tunc, so restitution does not follow, and performance
already rendered is dealt with by unjust enrichment or valuation. Article 59, which fixes the time of termination at service of the
complaint, embodies that nature and draws the line between termination and liability.

Key words: contract deadlock; judicial termination; formative right; termination by the breaching party; Article 580; time
of termination
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