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FOREIGN ECONOMIC CONTRACT LAW
OF THE PEOPLE’S REPUBLIC OF CHINA

{Adopted at the Tenth Session of the Standing Committee of
the National People’s Congress on March 21, 1985)
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Chapter | General Provisions

B—% NTHREBIEFEFMFANSEME, £
PERBE ST RIGEIE, FililE A8k,

Article 1 The Law is enacted with a view to protect-
ing the lawful rights and interests of the concerned
parties to foreign economic contracts and promoting the
development of China’s foreign economic relations,
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Article 2 This Law applies to economic or trade
contracts (hercinafter referred to as Contracts), but exclu-
sive of international transport contracts, concluded be-
tween enterprises or other economic organizations of the
People’s Republic of China and foreign enterprises and
other economic organizations or individuals.

BZ&E OITLAN, MAKETELAH, hE—BWE
g

Article 3 Contracts should be made in conformity
with the principles of equality and mutual benefit, and
of achieving unanimity through consultations.

B AR, LRy N RIGHE ki, IF
AR A AR E & A 2R 3%,

Article 4 Contracts must be made in accordance with
the law of the People’s Republic of China and should
not be prejudicial to the public interests of society of
the People’s Republic of China.

FERE HRLEATLEELHE A RS BUIERB%
o BWABHEREN, ERS5ARAREVRANERY
%A,

Firp e A BRIRIE BSEA AT AN & VT4 E Sl A [,
FOMEEEE AL AR, PAEERRT L BREEAR,
W A NRSRE B,

A NRIGHE B AREM R, ATLERE R,

Article 5 The parties to a foreign trade contract
may choose the law applicable to the settlement of disputes
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arising over the contract. In the absence of such a choice
by the parties concerned, the law of the country which
has the closest connection with the contract applies.

The equity or contractual joint venture contracts and
the contracts of cooperative exploration and development
of natural resources which are performed within the
territory of the People’s Republic of China must be
governed by the law of the People’s Republic of China.

In case no relevant provision is stipulated in the law
of the People’s Republic of China, international practice
may apply.

B|AL P ARIIE AL A S Y J{HHMJ Pai]
] Br 4 20 [ A2 B R 2 w\rww I, 0TI B
SRS, ABAE, P RURIR S WI B0 40K R A0

Article 6 When a provision in a certain international
treaty, which the People’s Republic of China has concluded
or participated in, concerning contracts, is different from
those stipulated in the law of the People’s Republic of
China, the provision of the international trcaty applies,
with the exception of clauses that the People’s Republic
of China has publicly stated its reservation.

B-FE &8 63T i
Chapter Il. Formation of Contract

BE& MEARASFAEZUBHIEZAGAR B W OF &
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Article 7 A contract is established when the terms
of the contract are agreed upon in writting and signed
by the parties to it. However, where an agreement is
reached through correspondence by mail, cable or telex
and one party requests that a confirmation letter be signed,
the contract is established when the confirmation letter is
signed.

Contracts subject to approval by the state as stipulated
by the law or administrative regulations of the People’s
Republic of China shall be established only when the
approval is granted.

SN BRI B R A R TR 43

Article 8 All appendices stipulated in a contract
are an integral part of that contract.

Bhk ERohaE NRIGHEEEA S S AR K
& [F 5

A R 4GRSO AR N RV TR R 4L 4 A 36 F
0, ZBFADHAE FUIMHRELIER, RENaRE
MR o

Article § Contracts that violate the law or the pub-
lic interests of the People’s Republic of China are invalid.

In case where provisions of a contract are found to



be inconsistent with the law or the public interests of
the People’s Republic of China, the validity of the contract
is not derogated after the said provisions are nullified or
revised through consultations by the parties to the con-
tract.

BE& CREURESREM AT BT L& TR,

Article 16 Contracts concluded by means of fraud
or under duress are invalid.

B+—% BHEAN—TrxbEFEILKAAHIER, BEX
T3 — 77 B 4 T9) Fo R0 1 32 0 4 0 SR B T

Article 11 The party who is responsible for the
invalidity of the contract is obligated to pay the other
party concerned a sum equal to the loss arising from the
invalidation of the contract,
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Article 12 In general, the following terms should be
included in a contract.

1) name and address, nationality, place of business or
domicile of the parties;

2) date and place where the contract is signed;

3) type of contract, and the kind and scope of the
subject matter of the contract;

4) technical conditions, quality, standard, specifications
and quality of the subject matter of the contract;

5) time limit, place and method of performance;

6) terms on price, amount and way of payment and
various incidental expenses;

7) whether the contract can be assigned of the terms
and conditions for assignment;

8) damages and other liabilities for breach of contract;

9) ways for settlement of disputes when disputes
arise over contract;

10) language to be used in the contract and its effec-
tiveness.

BAE% BN MPT AT 3 AN B AT AR R
R3S VA SIS N R A pED o o] EE S o s

Article 13 The limits of risks borne by each party
for the subject matter to be performed should be specified
in the contract depending on the situation, and the range

of insurance for the subject matter should also be specified
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when necessary.

Bt+mE WTFEBRKPEELBITHERE, MFA
B 225 A R A SRR, IR L2 KA R 5 IR A 12 0
2 -2 FIRY 54

Article 14 With regard to a contract that needs to
be performed continuously over a rather long period, the
parties shall set the time limit for the contract, and
conditions for extending or terminating the contract before
expiration.

BHAESF HFATULSRTAEHRE, BEANED
S FR RO T B P AR 3 AT

Article 15 A guarantee clause may be agreed upon
by the parties in the contract. The guarantor assumgs the

liability within the agreed scope of guarantee.

B=E SRAMNBTHNERASRNERE
Chapter lll. Performance of Contract and
Liabilities for Breach of Contract

BrA%E AREKERY, WEAERAERN, YFEA
BB AT R I L5, A~ RS H B 28 s R R R
A

Article 16 Once established in accordance with law,
a contract is legally binding. The parties should fulfill all
obligations stipulated in the contract. No party should
arbitrarily alter or terminate the contract.
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FRK, MAAERE KT,

Artilce 17 A party may suspend performance of his
obligations when it is proved by conclusive evidence that
the other party cannot perform his obligations accordingly,
but in so doing the other party must be promptly notified.
When the other party provides full guarantee for performing
his obligations, contract performance shall be resumed. A
party who suspends his performance without furnishing
conclusive evidence should assume the liability for breach
of contract.

BrNAg MNHEA-TTARBITEMARERGTERLER
&R, MERAFE, 73—IH BRI KK
ORI B Ah B . SRBOLAM I B iG , MR AE
SELVR AT — T L BIRI B, 55— T U5 R A AL R I B4
%o

Article 18 When a party fails to perform, or his
performance does not conform to the agreed contractual
obligations, namely, the contract is breached, the other
party is entitled to ask the party in decfault to adopt
reasonable remecdial measures or claim for damages. If the
losses suffered by the other party are not paid in full

after the remedial measures are taken, that other party
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retains the right to claim for damages.

BTAK LFA—TTERAGFBMGERE, MUMHY
FH—IT R Z B %, AR HEY BRE R0
37 TR 7 X400 S0 DR )5 D T e SR M 4 2

Article 19 Damages for breach of contract by a
party consist of a sum equal to the loss suffered by the
other party as a consequence of the brcach. However,
the damages may not exceed the loss which the party in
breach ought to have foreseen at the time of the conclusion
of the contract as a possible consequence of breach of the
contract -y//)";, f\ \%}’g /\

BoHE MTAWHLEARTAE, —F E R4 R
B, BISH—Jr X AN—EHBEA S AU AEXN T ER
AT = AR B SR s B R T BT ¥

AP e EA e, WREREFKN 8 R, B
R, AR A 4 T OE AR T FEICE BT 3 A 5 2R
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i

Article 20 The parties may agree upon in a contract
that a certain amount of liquidated damages shall be
paid to the other party if one party violates the contractual
obligations, and may also agree upon a method for calculat-
ing the damages arising over such a breach of contract.

The liquidated damages shall be regarded as damages
caused by a breach of contract. However, if the fixed

amount of the liquidated damages is substantially more or
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