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ABSTRACT

Inter-company loans refers to the mutual behavior among non-financial
companys. At present, China's laws and regulations on the effectiveness of
inter-company loans is unclear. Forbidding inter-company loans has been no longer
meet the current needs of social and economic development. It is urgent to accelerate
the relevant legislation and modify the inconsistent laws, administrative regulations
and judicial interpretations, conditionally admit the validity of inter-company loans.

The paper is comprised of four parts.

Part 1 is an overview of the inter-companyloans. Firstly, defining inter-company
loans which is different with private loans. Secondly, introducing legal and illegal
forms of inter-company loans. Thirdly, introducing the relevant laws of major
countries in the world about inter-company loans. Whether civil or common law
countries, not take full negative attitude, but set conditions with it.

Part 2 is the dilemma between Legislative Attitude and Judicial Practice of the
Effectiveness of Inter-company Loans in China. Firstly, China's current relevant laws
and regulations of the effectiveness of inter-company loans provision is not clear, and
not negate its effectiveness. Inter-departmental rules about prohibiting inter-company
loans no longer meet the needs of the current social and economic development, and
some judicial interpretation has already been lack of legal basis. Secondly, different
courts hold different points on the effectiveness of inter-company loans. Thus forming
inter-company loans in the legislative and judicial embarrassment.

Part 3 gives the theoretical and realistic foundation for the effectiveness of
inter-company loans. The principle of autonomy, the company's personal integrity,
property theory are the theoretical basis of inter-company loans. In addition, there is
also realistic foundation for the identification of the effectiveness of inter-company
loans, helping to improve corporate financing environment, reduce transaction costs,
unify trial standards and so on.

Part 4 gives the thinking and suggestions on the inter-company loans. On the



legislative point, it is urgent to improve inter-company loans related legislation, clean
up and modify existing laws and regulations, administrative regulations and judicial
interpretation. Moreover, The government and the judicial should take attention to

inter-company loans with supervision and guidance.

Keywords: Inter-company loans; Legal validity; Legal regulation
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