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On Judicial Application of Internal Contracts of Construction Projects—Based on Samples of

Conflicts in Trial Practice

YE Yue

( People’s Court of Beilun District, Ningbo, Ningbo 315800, China )

Abstract: In judicial practice, there is no agreement on the defining of the effectiveness of internal contracts of construction
projects, the internal and external effectiveness of the form of internal contracting, and the solution to the disputes between the
actual contractor and initial contractor or the third party. Internal contracts are to regulate the distribution of operating benefits,
except for the labor remuneration of both parties. Normative internal contracts differ from sub—contracting contracts and affiliated
businesses. The sub—contracting in substance contains two aspects; firstly, the actual contractor is the third party out of the
company, and secondly the company in question does not participate in the management of the construction. With a systematic
understanding and overall interpretation of these provisions, internal contracts are not prohibited by law, though existing
provisions seem to prohibit internal contracts in a certain form,

Keywords: internal contracting; sub—contracting; project funds; actual contractor
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