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Preface/5

1. Contract Law of the Peoples
Republic of China (hereinafter called the
Contract Law), adopted at the Second
Session of the Ninth National People’s
Congress on March 15,1999, is a basic law
in China’s market economy.

The Contract Law is divided into
three parts: General Provisions; Specific
Provisions and Supplementary Provisions.
with 23 Chapters covering 428 Articles.

(1) General Provisions

General Provisions deal with the
common provisions and specifications of
all kinds of contracts, such as the purpose
of formulating the contract law, the
application limits, the basic principles,
the and
performance of

conclusion, effectiveness

contracts, and
modification and assignment of contracts.
ete. General Provisions of the Contract
Law include 8 Chapters with 129 Articles.
Conclusion of

i.e. General Provisions,

Contracts, Effectiveness of Contracts,
Performance of Contracts, Modification
and Assignment of Contracts, Termination
of the Rights and Obligations of
Contracts, Liability Breach of
Contracts and Miscellaneous Provisions.
2

Supplementary Provisions

for

Specific Provisions and

Specific Provisions of the Contract
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Law include 15 kinds of Contracts with 15 |
Chapters (from Chapter 9 to Chapter 23)
covering 298 Articles (from Article 130 to
Article 427),

General Provisions of the Contract
Law shall apply to all the Contracts listed
in Specific Provisions thereof.

Supplementary Provisions of the
Contract Law include only one article, i.e.
the last article of this Law, Article 428:
“This Law shall come into force as of
October 1st, 1999. The Economic Contract
Law of the People’s Republic of China, the
Law of the Peopie’s Republic of China on
Eeonomic Contracts Invelving Forergn
Interests and the Law of the Peoples
Republic of China Technology
Contracts shall invalidated
simultaneously.”

(3) Interpretation of Contracts

Interpretation of Contracts shall
comply with the provisions of Article 125
of the Contract Law, i.e. “With regard to
disputes between the to a
Contract arising from the understanding

on
be

parties

of any clauses of the Contract, the true
of shall be
determined in accordance with such terms

intention such clauses
and expressions as are used in the
Contract, the contents of the relevant
clauses of the Contract, the purpose for
concluding the Contract, the transaction
practices and the principle of good faith.
Where two or more languages are adopted
in the text of a Contract and it is agreed
that hoth texts of the Contract are
authentic, the terms and expressions in

various versions shall be presumed and
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deemed to have the same meaning. In the
case where the terms and expressions in
different versions are inconsistent, the
terms and expressions in question shall
be interpreted under the purpose of the
Contract.”

In accordance with the provisions of
Article 125 of the Contract Law, the
interpretation of Contracts shall comply
with the following principles:

(A) The Contract shall be interpreted
under such terms and expressions as are
used in the Contract.

(B) The interpretation of contracts
shall the for
concluding the Contract.

(C) The Contract shall be interpreted
in accordance with the contents of the
relevant clauses of the Contract.

(D} The Contract shall be interpreted
under the transaction practices.

(E)  The basic principle of
interpretation of Contracts shall be the
principle of good faith.

conform to purpose

2. Application limits of Contract Law
and Basic Principles:

(1) Application limits of Contract Law

The
accordance with the provisions of Article
2, apply to the limits of subjects of equal
footing, that is, both Chinese and Foreign
natural persons, legal persons or other
organizations, and apply to the limits of
civil rights and obligations between the
parties to the Contract without involving

Contract Law shall, in

personal status relationship.

(2) The basic principles of the
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Contract Law shall be as follows:

The principle of equality, the principle
of voluntariness, the prineiple of fairness,
the principle of good faith, the principle of
abiding by the laws and administrative
regulations and the principle of observing
sactal ethics and the socio-economic order.
and the principle of legally binding on the
parties to the Contract.

(A) The principle of equality

The principle of equality is the first
basic principle of the Contract Law.
Article 3 of the Contract Law stipulates:
“The parties to a contract shall have equal
legal status. Neither party shall impose
its will on the other party”.

The prineiple of equality embodies
the equal rights of natural persons, the
equality of the parties to the Contract in
civil legal relationship, and the «civil
subjects under equal legal protection,

(B) The principle of voluntariness

The principle of voluntariness is one
of basic principles of the Contract Law.
Article 4 of the Contract Law stipulates:
“The parties shall, in accordance with the
law, have the rights voluntarily to enter
into a contract. No unit or individual shall
interfere”.

The
embodies the basic characteristics in civil
activities throughout the
period. The parties shall voluntarily enter

principle  of  voluntariness

contractual

into or not enter into a contract with each
other, and shall have the right to decide
the contents of the Contract. The parties
may, during the execution of the Contract,
terminate, supplement, amend and vary
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the Contract by agreement.

(C) The principle of fairness

The principle of fairness deals with
the contractual relationship of the parties
and is the guiding principle for
determining the contents of the Contract.

Article 5 of the Contract Law
stipulates' “The parties shall comply with
the principle of fairness in defining the
rights and obligations of the parties to the
contract”.

The fairness is
determined with the
contents of the contract, and the rights
and ocbligations of the parties to the
contract.

{D} The principle of good faith

The principle of good faith means
that the civil subjects shall be fair and
honest whilst engaging in their civil
activities, and shall, with good intention,
perform their obligations. Civil subjects
shall not abuge their rights and evade the
law and the obligations provided in the

principle  of
in accordance

contract.

Article 6 of the Comntract Law
stipulates: “The parties to the contract
shall, in accordance with the principle of
good faith, exercise rights or perform the
obligations thereof.”

The principle of good faith is closely
linked with the contract. In accordance
with the principle of good faith, the
parties to the contract shall, throughout
the period of conclusion, performance,
variation and termination of contract,
even of the
contractual relationship, exercise their

after the termination
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rights and perform their obligations.

(E) The principle of abiding by the
laws and the principle of observing social
ethics and socie-economic order

Article 7 of the Contract Law
stipulates:  “The
concluding and performing a contract,

parties shall, in
abide by the law and administrative
regulations, observe social ethics. Neither
party shall disrupt the socio-econamic
order or damage the public interests.”

In fact, this article includes two
principles, i.e., the principle of abiding by
the law and the principle of observing
social ethics and socio-economic order,
The principle of abiding by the law
requires that the parties to the contract
shall, under the law, conclude and
perform the contract, and shall, under the
law, deal with and settle the disputes in
contracts, breach of The
principle of observing social ethics and

contract.

socio-economic order means the principle
of observing social ethics and socio-
economic order without disrupting the
soclo-economic order or harming or
damaging the public interests.

(F) The principle of legally binding on
the parties to the contract

Article 8 of the Contract Law
stipulates: “If, in accordance with the law,
a contract is made and concluded, the
contract in question shall legally be
binding on the parties thereto. The
parties thereto shall, in accordance with
the terms, conditions and provisions of
the contract, perform their respective
obligations. Neither party shall
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unilaterally modify or terminate the
contract. The contract concluded and
entered into under the law shall be
protected by the law.”

The principle of legally binding on the
parties to the contract possesses the
significance for ensuring the safety of the
contract, compelling the
perform the contract, and protecting the
legal interests of the parties to the

contract.

parties to
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Commentary on Articles/
(ERE) FXmiER

The following commentaries refer to
some aspects of individual articles of the
Contract Law of the Peoples Kepublic of
China.

The
taken as

commentaries should not be
representing any definitive
interpretation of the text of these articles.
The notes are, however, intended to give
users a practical guide to the operation of
various articles and to explain their
relationship to each other.
Where self-

definitions are

explanatory no comment is given. |
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General Provisio
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Chapter 1
HE—~F

General Provisions

— ML R,

This Chapter including 8 articles
(from Article 1 to Article 8) deals with the
general provisions of the Contract Law of
the People's Republic of (China
(hereinafter called the Contract Law).
Article 1 deals with the purpose of
establishing the Contract Law; Article 2
states the concept of the Contract Law:
Articles 3 to 7 provide the basic principles
of the Contract Law; Articles 8 refers to
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the legal effect of the Contract Law.



