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Book One General Part

Chapter I General Provisions

Article 1

This Law is formulated in accordance with the
Constitution of the People’s Republic of China for
the purposes of protecting the lawful rights and
interests of the persons of the civil law, regulating
civil-law relations, maintaining social and econo-
mic order, meet the needs for developing socia-
lism with Chinese characteristics, and carrying
forward the core socialist values.

Article 2

The civil law regulates personal and proprietary
relationships among the persons of the civil law,
namely, natural persons, legal persons, and unin-
corporated organizations that are equal in status.

Article 3

The personal rights, proprietary rights, and other
lawful rights and interests of the persons of the ci-
vil law are protected by law and free from infringe-
ment by any organization or individual.

Article 4
All persons of the civil law are equal in legal status
when conducting civil activities.

Article 5

When conducting a civil activity, a person of the ci-
vil law shall, in compliance with the principle of vo-
luntariness, create, alter, or terminate a civil juristic
relationship according to his own will.

Article 6

When conducting a civil activity, a person of the
civil law shall, in compliance with the principle of
fairness, reasonably clarify the rights and obliga-
tions of each party.

Article 7

When conducting a civil activity, a person of the civil
law shall, in compliance with the principle of good
faith, uphold honesty and honor commitments.

Article 8

When conducting a civil activity, no person of the
civil law shall violate the law, or offend public order
or good morals.

Article 9

When conducting a civil activity, a person of the ci-
vil law shall act in a manner that facilitates conser-
vation of resources and protection of the ecological
environment.

Article 10

Civil disputes shall be resolved in accordance with
law. Where the law does not specify, custom may
be applied, provided that public order and good
morals may not be offended.

Article 11

Where there are other laws providing special provi-
sions regulating civil-law relations, such provisions
shall be followed.

Article 12

The laws of the People’s Republic of China shall
apply to the civil activities taking place within the
territory of the People’s Republic of China, except
as otherwise provided by law.

Chapter II Natural Persons

Section 1
Capacity for Enjoying Civil-law Rights and Capacity
for Performing Civil Juristic Acts

Article 13

A natural person shall, from the time of birth until the
time of death, have the capacity for enjoying civil-law
rights, and may enjoy civil-law rights and assume ci-
vil-law duties in accordance with law.

Article 14
All natural persons are equal in their capacity for
enjoying civil-law rights.

Article 15

The time of birth and time of death of a natural
person are determined by the time recorded on his
birth or death certificate as applied, or, if there is
no birth or death certificate, by the time recorded
in the natural person’s household registration or
other valid identity certificate. If there is sufficient
evidence overturning the time recorded in the afo-
rementioned documents, the time that is establi-
shed by such evidence shall prevail.
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Article 16

A fetus is deemed as having the capacity for
enjoying civil-law rights in estate succession, accep-
tance of gift, and other situations where protection
of a fetus’ interests is involved. However, a stillborn
fetus does not have such capacity ab initio.

Article 17
A natural person aged 18 or above is an adult. A
natural person under the age of 18 is a minor.

Article 18

An adult has full capacity for performing civil juri-
stic acts and may independently perform civil juri-
stic acts.

A minor aged 16 or above whose main source of
support is the income from his own labor is dee-
med as a person with full capacity for performing
civil juristic acts.

Article 19

A minor aged 8 or above has limited capacity for
performing civil juristic acts, and may perform a ci-
vil juristic act through or upon consent or ratifica-
tion of his legal representative, provided that such
a minor may independently perform a civil juristic
act that is purely beneficial to him or that is appro-
priate to his age and intelligence.

Article 20

A minor under the age of 8 has no capacity for per-
forming civil juristic acts, and may perform a civil
juristic act only through his legal representative.

Article 21

An adult unable to comprehend his own conduct
has no capacity for performing civil juristic acts,
and may perform a civil juristic act only through his
legal representative.

The preceding paragraph is applicable to a minor
aged 8 or above who is unable to comprehend his
own conduct.

Article 22

An adult unable to fully comprehend his own conduct
has limited capacity for performing civil juristic acts,
and may perform a civil juristic act through or upon
consent or ratification of his legal representative, pro-
vided that such an adult may independently perform
a civil juristic act that is purely beneficial to him or that
is appropriate to his intelligence and mental status.

Article 23

The guardian of a person who has no or limited ca-
pacity for performing civil juristic acts is the legal
representative of the person.

Article 24

Where an adult is unable to comprehend or fully
comprehend his conduct, any interested person
of such an adult or a relevant organization may re-
qguest the people’s court to declare that the said
adult be identified as a person with no or limited
capacity for performing civil juristic acts.

Where a person has been identified by a people’s
court as a person with no or limited capacity for
performing civil juristic acts, the people’s court
may, upon request of the person, an interested
person thereof, or a relevant organization, and ba-
sed on the recovery of his intelligence and mental
health, declare that the said person becomes a
person with limited or full capacity for performing
civil juristic acts.

A relevant organization referred to in this Article in-
cludes a residents’ committee, a villagers’ commit-
tee, a school, a medical institution, the women’s fe-
deration, the disabled person’s federation, a legally
established organization for senior people, the civil
affairs department, and the like.

Article 25

The domicile of a natural person is the residence
recorded in the household or other valid identifi-
cation registration system; if a natural person’s ha-
bitual residence is different from his domicile, the
habitual residence is deemed as his domicile.

Section 2 Guardianship

Article 26

Parents have the duty to raise, educate, and pro-
tect their minor children. Adult children have the
duty to support, assist, and protect their parents.

Article 27

The parents of a minor are his guardians.

Where the parents of a minor are deceased or in-
competent to be his guardians, the following per-
sons, if competent, shall act as his guardians in the
following order:

his paternal grandparents and maternal grandpa-
rents;
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his elder brothers and sisters; or

any other individual or organization that is willing
to act as his guardian, provided that consent must
be obtained from the residents’ committee, the vil-
lagers’ committee, or the civil affairs department in
the place where the minor’s domicile is located.
Article 28

For an adult who has no or limited capacity for per-
forming civil juristic acts, the following persons,
if competent, shall act as his guardians in the fol-
lowing order:

his spouse;

his parents and his children;

any other close relatives of him; or

any other individual or organization that is willing
to act as his guardian, provided that consent must
be obtained from the residents’ committee, the vil-
lagers’ committee, or the civil affairs department in
the place where the adult’s domicile is located.

Article 29
A parent who is the guardian of his child may, in his
will, designate a succeeding guardian for his child.

Article 30

A guardian may be determined through agreement
among the persons who are legally qualified to be
guardians. The true will of the ward shall be re-
spected in determining the guardian through agre-
ement.

Article 31

Where a dispute arises over the determination of
a guardian, the guardian shall be appointed by the
residents’ committee, the villagers’ committee, or
the civil affairs department in the place where the
ward’s domicile is located, and a party not satisfied
with such an appointment may request the peo-
ple’s court to appoint a guardian; the relevant par-
ties may also directly request the people’s court to
make such an appointment.

When appointing a guardian, the residents’ com-
mittee, the villagers’ committee, the civil affairs
department, or the people’s court shall respect the
true will of the ward and appoint a guardian in the
best interest of the ward from among the legally
qualified persons.

Where the personal, proprietary, and other lawful
rights and interests of a ward are not under any
protection before a guardian is appointed in accor-
dance with the first paragraph of this Article, the

residents’ committee, the villager’s committee, a
relevant organization designated by law, or the civil
affairs department in the place where the ward’s
domicile is located shall act as a temporary guar-
dian.

Once appointed, a guardian shall not be replaced
without authorization; where a guardian has been
replaced without authorization, the responsibility
of the originally appointed guardian is not dischar-
ged.

Article 32

Where there is no person legally qualified as a guar-
dian, the civil affairs department shall act as the
guardian, and the residents’ committee or villagers’
committee in the place where the ward’s domicile
is located may also act as the guardian if they are
competent in performing the duties of guardian.

Article 33

An adult with full capacity for performing civil ju-
ristic acts may, in anticipation of incapacity in the
future, consult his close relatives, or other indivi-
duals or organizations willing to be his guardian,
and appoint in writing a guardian for himself, who
shall perform the duties of guardian when the adult
loses all or part of the capacity for performing civil
juristic acts.

Article 34

The duties of a guardian are to represent the ward
to perform civil juristic acts and to protect the per-
sonal, proprietary, and other lawful rights and inte-
rests of the ward.

A guardian’s rights arising from performance of his
duties as required by law are protected by law. A
guardian who fails to perform his duties or infringes
upon the lawful rights or interests of the ward shall
bear legal liability.

Where a guardian is temporarily unable to per-
form his duties owing to an emergency such as an
unexpected incident, thus leaving the ward in an
unattended situation, the residents’ committee,
the villagers’ committee, or the civil affairs depart-
ment in the place where the ward’s domicile is lo-
cated shall make arrangement as a temporary me-
asure to provide necessary life care for the ward.

Article 35
A guardian shall perform his duties in the best in-
terest of the ward. A guardian shall not dispose of
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the ward’s property unless it is for protecting the
interests of the ward.

When performing his duties and making decisions
relating to a minor’s interests, a guardian of a mi-
nor shall respect the true will of the minor based
on the latter’s age and intelligence.

When performing his duties, a guardian of an adult
shall respect the true will of the adult to the grea-
test extent possible, and ensure and aid the ward
in performing civil juristic acts appropriate to his in-
telligence and mental status. The guardian shall not
interfere with the matters that the ward is capable
of independently managing.

Article 36

Where a guardian has performed any of the fol-
lowing acts, the people’s court shall, upon request
of a relevant individual or organization, disqualify
the guardian, adopt necessary temporary measu-
res, and appoint a new guardian in the best interest
of the ward in accordance with law:

engaging in any acts which severely harm the phy-
sical or mental health of the ward;

failing to perform the duties of guardian, or being
unable to perform such duties but refusing to dele-
gate all or part of the duties to others, thus placing
the ward in a desperate situation; or

engaging in other acts which severely infringe upon
the lawful rights and interests of the ward.

The relevant individual and organization referred to
in this Article include any other person legally qua-
lified to be a guardian, the residents’ committee,
the villagers’ committee, a school, a medical insti-
tution, the women’s federation, the disabled per-
sons’ federation, a child protection organization, a
legally established organization for senior people,
the civil affairs department, and the like.

Where the aforementioned individual and organi-
zation other than the civil affairs department, as
stated in the preceding paragraph, fail to request
the people’s court to disqualify the guardian in a
timely manner, the civil affairs department shall ini-
tiate such a request to the people’s court.

Article 37

A parent, child, or spouse legally obligated to pay
for his ward’s support shall continue to perform
such obligations after being disqualified as a guar-
dian by the people’s court.

Article 38

Where a ward’s parent or child, who has been di-
squalified as a guardian by the people’s court for re-
asons other than having committed an intentional
crime against the ward, and who has truly repented
and mended his ways, applies to the people’s court
for being reinstated, the people’s court may, upon
considering the actual situation and upon the sati-
sfaction of the prerequisite that the true will of the
ward is respected, reinstate the guardian, and the
guardianship between the ward and the guardian
subsequently appointed by the people’s court after
the disqualification of the original guardian shall
thus be terminated simultaneously.

Article 39

A guardianship is terminated under any of the fol-
lowing circumstances:

the ward has obtained or regained full capacity for
performing civil juristic acts;

the guardian has become incompetent to be a
guardian;

the ward or the guardian deceases; or

Any other circumstance in which the people’s court
determines to terminate the guardianship.

Where a ward is still in need of a guardian after the ter-
mination of the guardianship, a new guardian shall be
appointed in accordance with law.

Section 3

Declaration of A Missing Person and Declaration
of Death

Article 40

If a natural person’s whereabouts have been un-
known for two years, an interested person may
request the people’s court to declare the natural
person as a missing person.

Article 41

The period of time during which a natural person’s
whereabouts is unknown shall be counted from the
date when the natural person has not been heard
of ever since. If a person is missing during a war, the
time of his whereabouts becoming unknown shall
be counted from the date the war is ended or from
the date as determined by the relevant authority.

Article 42
A missing person’s property shall be placed in the
custody of his spouse, adult children, parents, or
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any other persons willing to take such custody.
Where a dispute arises over the custody of a mis-
sing person’s property, or the persons provided in
the preceding paragraph are unavailable or incom-
petent for such a purpose, the property shall be
placed in the custody of a person appointed by the
people’s court.

Article 43

A custodian shall properly manage the missing per-
son’s property and safeguard his proprietary inte-
rests.

The taxes, debts, and other due payment obliga-
tions owed by a missing person, if any, shall be paid
by the custodian out of the missing person’s pro-
perty.

A custodian who, intentionally or due to gross negli-
gence, causes damage to the property of the missing
person shall be liable for compensation.

Article 44

Where a custodian fails to perform his duties of
custodian, infringes upon the proprietary rights or
interests of the missing person, or if the custodian
becomes incompetent to be a custodian, an intere-
sted person of the missing person may request the
people’s court to replace the custodian.

A custodian may, with just cause, request the pe-
ople’s court to appoint a new custodian to replace
himself.

Where the people’s court appoints a new custodian, the
new custodian is entitled to request the former custo-
dian to deliver the relevant property and a property ma-
nagement report in a timely manner.

Article 45

Where a missing person reappears, the people’s
court shall, upon request of the said person or an
interested person thereof, revoke the declaration
of his being missing.

A missing person who reappears is entitled to re-
quest the custodian to deliver the relevant proper-
ty and a property management report in a timely
manner.

Article 46

An interested person may request the people’s
court to make a declaration of the death of a na-
tural person under either of the following circum-
stances:

the natural person’s whereabouts have been unk-

nown for four years; or the natural person’s whe-
reabouts have been unknown for two years as a
result of an accident.

The two-year requirement for a natural person to
be declared dead does not apply where the per-
son’s whereabouts have been unknown as a result
of an accident and if a relevant authority certifies
that it is impossible for the said natural person to
still be alive.

Article 47

Where an interested person requests the people’s
court to declare the death of a natural person, whi-
le another interested person requests to declare
the person being missing, the people’s court shall
declare that the person is dead if the conditions for
declaration of death as prescribed in this Code are
satisfied.

Article 48

For a person declared dead, the date when the pe-
ople’s court makes a judgment declaring his death
is deemed as the date of his death; for a person de-
clared dead because his whereabouts is unknown
as a result of an accident, the date of the occur-
rence of the accident is deemed as the date of his
death.

Article 49

The declaration of the death of a natural person who
is still alive does not affect the effects of the civil juri-
stic acts performed by the person during the period
the death declaration is effective.

Article 50

Where a person declared dead reappears, the peo-
ple’s court shall, upon request of the person or an
interested person thereof, revoke the declaration
of his death.

Article 51

The marital relationship with a person declared
dead ceases to exist from the date the declara-
tion of his death is made. Where the declaration
of death is revoked, the aforementioned marital
relationship shall be automatically resumed from
the date the declaration of death is revoked,
except where the spouse has married to some-
one else or states in writing to the marriage re-
gistration authority the unwillingness to resume
the marriage.
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Article 52

Where a child of a person declared dead has been
legally adopted by others during the period when
the declaration of death is effective, the person de-
clared dead shall not, after the declaration of his
death is revoked, claim that the adoption is invalid
on the ground that his child is adopted without his
consent.

Article 53

Where a declaration of the death of a person is re-
voked, the person is entitled to request those who
have obtained his property under Book VI of this
Code to return the property, or make appropriate
compensation if the property cannot be returned.
Where an interested person conceals the true in-
formation and causes a natural person to be decla-
red dead so as to obtain the latter’s property, the
interested person shall, in addition to returning the
wrongfully obtained property, make compensation
for any loss thus caused.

Section 4

Individual-Run Industrial and Commercial Hou-
seholds and Rural-land Contractual Management
Households

Article 54

A natural person who operates an industrial or
commercial business may register it, in accordance
with law, as an individual-run industrial and com-
mercial household. An industrial and commercial
household may have a trade name.

Article 55

Members of a rural economic collective who, in ac-
cordance with law, have been granted an original
contract to operate a parcel of rural land and en-
gages in the operation of the land on a household
basis are rural-land contractual management hou-
seholds.

Article 56

The debts of an individual-run industrial and com-
mercial household shall be paid from the assets of
the individual who operates the business in his own
name or from the individual’s family assets if the
business is operated in the name of the household,
or, if it is impossible to determine whether the bu-
siness is operated in the name of the individual or

in the name of the individual’s household, from the
individual’s family assets.

The debts of a rural-land contractual management
household shall be paid from the assets of the hou-
sehold that is engaged in the operation on the con-
tracted rural land, or from the portion of the assets
of the family members who actually engage in such
operation.

Chapter III Legal Persons
Section 1 General Rules

Article 57

A legal person is an organization that has the ca-
pacity for enjoying civil-law rights and the capacity
for performing civil juristic acts, and that indepen-
dently enjoys civil-law rights and assumes civil-law
obligations in accordance with law.

Article 58

A legal person shall be established in accordance
with law.

A legal person shall have its own name, governance
structure, domicile, and assets or funds. The spe-
cific conditions and procedures for the establish-
ment of a legal person shall be in accordance with
laws and administrative regulations.

Where there are laws or administrative regulations
providing that the establishment of a legal person
shall be subject to the approval of a relevant autho-
rity, such provisions shall be followed.

Article 59

A legal person’s capacity for enjoying civil-law ri-
ghts and capacity for performing civil juristic acts
are acquired when the legal person is established,
and cease when the legal person is terminated.

Article 60
A legal person independently assumes civil liability
to the extent of all of its assets.

Article 61

The person with the responsibility of representing
a legal person in conducting civil activities in ac-
cordance with law or the legal person’s articles of
association is the legal representative of the legal
person.

The legal consequences of the civil activities con-
ducted by the legal representative in the legal per-
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son’s name shall be assumed by the legal person.
Any restrictions on the legal representative’s power
to represent the legal person which is stipulated in
the articles of association or imposed by the gover-
ning body of the legal person shall not be asserted
against a bona fide third person.

Article 62

Where a legal representative of a legal person cau-
ses damage to others while performing his respon-
sibilities, the civil liability thus incurred shall be as-
sumed by the legal person.

After assuming the aforementioned civil liability,
the legal person has the right to indemnification,
in accordance with law or its articles of association,
against its legal representative who is at fault.

Article 63

The domicile of a legal person is the place where its
principal administrative office is located. Where a
legal person is required by law to be registered, the
place of its principal administrative office shall be
registered as its domicile.

Article 64

Where there is any change in any matter that has
been registered during the term of existence of a
legal person, the legal person shall apply to the re-
gistration authority for modification of its registra-
tion in accordance with law.

Article 65

The actual situation of a legal person, which is in-
consistent with what is recorded upon registration,
shall not be asserted against a bona fide third per-
son.

Article 66

The registration authority shall, in accordance with
law, post in a timely manner a public notice of the
information recorded by a legal person upon regi-
stration.

Article 67

In case of a merger between or among legal per-
sons, the rights and obligations of such legal per-
sons shall be enjoyed and assumed by the surviving
legal person.

In case of a division of a legal person, the rights and
obligations of the legal person shall be enjoyed and
assumed jointly and severally by the legal persons

established after division, unless otherwise agreed
by its creditors and debtors.

Article 68

If any of the following causes exists, a legal person
is terminated after it has completed liquidation and
de-registration in accordance with law:

the legal person is dissolved;

the legal person is declared bankrupt; or

another cause as provided by law exists.

Where there are laws or administrative regulations
providing that the termination of a legal person
shall be subject to the approval of the relevant au-
thority, such provisions shall be followed.

Article 69

A legal person is dissolved under any of the fol-
lowing circumstances:

(2) the term stipulated in its articles of associa-
tion expires, or any other cause for dissolution as is
stipulated in the articles of association exists;

(2) the governing body of the legal person ma-
kes a resolution to dissolve the legal person;

(3) the legal person has to be dissolved becau-
se of a merger or division;

(4) the legal person’s business license or regi-
stration certificate is legally withdrawn, or the legal
person has received an order of closure or been
dissolved; or

(5) another circumstance as provided by law
exists.
Article 70

Where a legal person is dissolved for reasons other
than a merger or division, a liquidation committee
shall be formed in a timely manner by the persons
with the duty of liquidation to liquidate the legal
person.

Unless otherwise provided by laws or administrati-
ve regulations, members of the legal person’s exe-
cutive or decision-making body such as the direc-
tors or councilors, are the persons with the duty to
liguidate the legal person.

The persons with the duty to liquidate the legal
person who fail to perform their duties in time and
cause damage to others shall bear civil liability; the
competent authority or an interested person may
request the people’s court to appoint the relevant
persons to form a liquidation committee to liquida-
te the legal person.
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Article 71

The procedure for liquidating a legal person and
the authorities of a liquidation committee shall be
in compliance with the provisions of relevant laws;
in the absence of such a provision, the relevant ru-
les provided in corporate laws shall be applied mu-
tatis mutandis.

Article 72

During the period of liquidation, a legal person con-
tinues to exist but may not engage in any activity
unrelated to the liquidation.

Unless otherwise provided by law, upon completion
of liquidation, any residual assets of a liquidated le-
gal person shall be distributed in accordance with
its articles of association or the resolution made by
its governing body.

A legal person is terminated after liquidation and
de-registration is completed; a legal person that is
not required by law to be registered ceases to exist
upon completion of the liquidation.

Article 73

A legal person declared bankrupt is terminated
upon completion of the bankruptcy liquidation and
de-registration in accordance with law.

Article 74

A legal person may establish branches in accordan-
ce with law. Where there are laws or administrative
regulations providing that such a branch shall be
registered, such provisions shall be followed.
Where a branch of a legal person engages in civil
activities in its own name, the civil liability thus
incurred shall be assumed by the legal person; the
civil liability may be paid first from the assets ma-
naged by the branch, and any deficiency shall be
satisfied by the legal person.

Article 75

The legal consequences of the civil activities
conducted by an incorporator for the purpose of
establishing a legal person shall be assumed by
the legal person; or, in the event that no legal
person is successfully established, by the incor-
porator, or the incorporators jointly and severally
if there are two or more of them.

Where an incorporator engages in civil activities in
his own name for the purpose of establishing a legal
person and thus incurs civil liability, a third person
creditor may elect to request either the legal person

or the incorporator to bear the liability.

Section 2
For-profit Legal Persons

Article 76

A for-profit legal person is a legal person establi-
shed for the purpose of making profits and distribu-
ting the profits among its shareholders and other
capital contributors.

For-profit legal persons include limited liability
companies, join stock companies limited by shares,
and other enterprises that have the legal person
status.

Article 77
A for-profit legal person is established upon regi-
stration in accordance with law.

Article 78

The registration authority shall issue a business
license to a legally established for-profit legal per-
son. The date of issuance of the business license
is the date of establishment of the for-profit legal
person.

Article 79
To establish a for-profit legal person, there shall be
articles of association formulated in accordance
with law.

Article 80

A for-profit legal person shall establish a governing
body.

The governing body has the authority to revise the
articles of association of the legal person, elect or
replace members of the executive or supervisory
body, and perform other responsibilities stipulated
in the articles of association.

Article 81

A for-profit legal person shall establish an executive
body.

The executive body has the authority to convene
meetings of the governing body, decide on busi-
ness and investment plans, establish internal ma-
nagement structure, and perform other responsibi-
lities stipulated in the articles of association of the
legal person.

CPO & Partners (Shanghai) Co.,Ltd.
Yan ‘an middle road n.841, Jing ‘an District 200040, Shanghai - OOCL Plaza, Floor 26, Suite 2604, 2605
Tel: +86 021 63120097 — www.cpopartners.com — e-mail: shanghai@cpopartners.com



-

-

&partners

LEGAL&TAX ADVISORY

Where the executive body of a legal person is the
board of directors or the executive director, the le-
gal representative shall be the chairman of the bo-
ard of directors, the executive director, or the ma-
nager, as is stipulated in the articles of association.
Where there is no board of directors or executive
director established, the person with principal re-
sponsibilities as stipulated in the articles of asso-
ciation shall be the executive body and the legal
representative of the legal person.

Article 82

Where a for-profit legal person establishes a supervi-
sory body such as a board of supervisors or a supervi-
sor, the supervisory body has, in accordance with law,
the authority to inspect the financial matters of the le-
gal person, supervise the performance of duty by the
members of the executive body and the senior mana-
gement officers of the legal person, and perform other
responsibilities stipulated in the articles of association.

Article 83

A capital contributor of a for-profit legal person
shall not abuse his rights as such to harm the inte-
rests of the legal person or any other capital con-
tributor. A capital contributor abusing such rights
and causing harm to the legal person or any other
capital contributor shall bear civil liability in accor-
dance with law.

A capital contributor of a for-profit legal person
shall not abuse the legal person’s independent sta-
tus and his own limited liability status to harm the
interests of the legal person’s creditors. A capital
contributor abusing the legal person’s indepen-
dent status or its own limited liability status to eva-
de repayment of debts and thus severely harming
the interests of the legal person’s creditors shall be
jointly and severally liable for the legal person’s
obligations.

Article 84

The controlling capital contributors, actual con-
trollers, directors, supervisors, and senior manage-
ment officers of a for-profit legal person shall not
harm the legal person’s interests by taking advanta-
ge of any affiliated relations, and shall compensate
for any loss thus caused to the legal person.

Article 85
A capital contributor of a for-profit legal person
may request the people’s court to revoke a reso-

lution which is made at a meeting of the gover-
ning body or executive body of the legal person
if the procedure for convening the meeting or
the voting method thereof is in violation of the
laws, administrative regulations, or the legal per-
son’s articles of association, or, if the content of
the resolution violates the articles of association,
provided that any civil juristic relationship already
formed between the legal person and a bona fide
third person based on such a resolution shall not
be affected.

Article 86

A for-profit legal person shall, when engaging in
operational activities, observe commercial ethics,
maintain the security of transactions, subject itself
to the supervision of the government and the pu-
blic, and assume social responsibilities.

Section 3
Non-profit Legal Persons

Article 87

A non-profit legal person is a legal person establi-
shed for public welfare or other non-profit purpo-
ses which shall not distribute any profit to its capi-
tal contributors, incorporators, or members.
Non-profit legal persons include public institutions,
social organizations, foundations, social service in-
stitutions, and the like.

Article 88

A public institution established for the purpose of
providing public services to meet the needs for eco-
nomic and social development attains the status of
a public-institution legal person if it satisfies the re-
quirements for being a legal person and is legally
registered as such; where the law does not require
such a public institution to be registered, it attains
the status of a public-institution legal person from
the date of its establishment.

Article 89

Where a public-institution legal person establishes
a council, the council is its decision-making body
unless otherwise provided by law. The legal re-
presentative of a public-institution legal person is
elected in accordance with the provisions of laws,
administrative regulations, or the legal person’s ar-
ticles of association.
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Article 90

A social organization established upon the common
will of its members for a non-profit purpose, such as
public welfare or the common interest of all mem-
bers, attains the status of a social-organization legal
person if it satisfies the requirements for being a legal
person and is legally registered as such. Where the
law does not require such a social organization to be
registered, it attains the status of a social-organization
legal person from the date of its establishment.

Article 91

To establish a social-organization legal person, the-
re shall be articles of association formulated in ac-
cordance with law.

A social-organization legal person shall establish a
governing body such as a members’ assembly or a
meeting of the members’ representatives.

A social-organization legal person shall establish an
executive body such as a council. The chairman of
the council, the president, or an individual with si-
milar responsibilities shall, in accordance with the
articles of association, act as the legal representati-
ve of the legal person.

Article 92

A foundation or a social service institution establi-
shed with donated property for the purpose of pu-
blic welfare attains the status of an endowed legal
person if it meets the requirements for being a le-
gal person and is legally registered as such.

A site legally established to hold religious activities
may be registered as a legal person and attains the
status of an endowed legal person if it meets the
requirements for being a legal person. Where the-
re are laws or administrative regulations providing
for the religious sites, such provisions shall be fol-
lowed.

Article 93

To establish an endowed legal person, there shall
be articles of association formulated in accordance
with law.

An endowed legal person shall establish a deci-
sion-making body such as a council or any other
form of democratic management body, and an
executive body. The chairman of the council or an
individual with similar responsibilities shall, in ac-
cordance with the articles of association, act as the
legal representative of the legal person.

An endowed legal person shall establish a supervi-

sory body such as a board of supervisors.

Article 94

A donor has the right to inquire into and provide
comments and suggestions on the expenditure and
management of the property he has donated to an
endowed legal person, and the endowed legal per-
son shall respond honestly and in a timely manner.
Where a decision is made by the decision-making
body, executive body, or the legal representative
of an endowed legal person, if the decision-making
procedure is in violation of the laws, administrative
regulations, or the legal person’s articles of asso-
ciation, or, if the content of the decision violates
the articles of association, a donor or any other in-
terested person, or the competent authority may
request the people’s court to revoke the decision,
provided that any civil juristic relationship already
formed between the endowed legal person and a
bona fide third person based on such a decision
shall not be affected.

Article 95

When a non-profit legal person established for the
purpose of public welfare terminates, it shall not
distribute the residual assets among its capital con-
tributors, incorporators, or members. The residual
assets shall continue to be used for the purpose of
public welfare, as is stipulated in the articles of as-
sociation or the resolution made by the governing
body; where it is not possible to dispose of such re-
sidual assets in accordance with the articles of as-
sociation or the resolution made by the governing
body, the competent authority shall take the char-
ge transferring the assets to another legal person
with the same or similar purposes and then make
a public notice.

Section 4 Special Legal Persons

Article 96

For the purposes of this Section, State-organ legal
persons, rural economic collective legal persons,
urban and rural cooperative economic organization
legal persons, and primary-level self-governing or-
ganization legal persons are special types of legal
persons.

Article 97
A State organ with independent budgets or a le-
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gally chartered institution assuming administrative
functions is qualified as a State-organ legal person
from the date of its establishment and may engage
in civil activities that are necessary for the perfor-
mance of its responsibilities.

Article 98

A State-organ legal person terminates when the
State organ is closed, and its civil-law rights and
obligations are enjoyed and assumed by the suc-
ceeding State-organ legal person; in the absence of
a succeeding State organ, the said rights and obli-
gations shall be enjoyed and assumed by the Sta-
te-organ legal person that has made the decision
to close it.

Article 99

A rural economic collective attains the status of a
legal person in accordance with law.

Where there are laws or administrative regulations
providing for rural economic collectives, such pro-
visions shall be followed.

Article 100

An urban or rural economic cooperative attains the
status of a legal person in accordance with law.
Where there are laws or administrative regulations
providing for urban and rural economic cooperati-
ves, such provisions shall be followed.

Article 101

An urban residents’ committee or a villagers’ com-
mittee, as a primary-level self-governing organiza-
tion, attains the status of a legal person, and may en-
gage in civil activities necessary for the performance
of their responsibilities.

Where there is no village economic collective
established, the villagers’ committee may, in accor-
dance with law, perform the responsibilities of a
village economic collective.

Chapter IV Unincorporated Organizations

Article 102

An unincorporated organization is an organization
which does not have the legal person status but
may engage in civil activities in its own name in ac-
cordance with law.

Unincorporated organizations include sole proprie-
torships, partnerships, professional service institu-

tions that do not have the legal person status, and
the like.

Article 103

Unincorporated organizations shall be registered in
accordance with law.

Where laws or administrative regulations provide
that establishment of an unincorporated organization
shall be subject to approval by the relevant authority,
such provisions shall be followed.

Article 104

Where an unincorporated organization becomes
insolvent, its capital contributors or promotors
shall assume unlimited liability for the debts of the
organization, unless otherwise provided by law.

Article 105

An unincorporated organization may designate one
or more members to represent the organization to
engage in civil activities.

Article 106

An unincorporated organization shall be dissolved un-
der any of the following circumstances:

(1) where the term stipulated in its articles of
association expires or any other cause for dissolu-
tion as is stipulated in the articles of association exi-
sts;

(2) where its capital contributors or promotors
decide to dissolve it; or

(3) where dissolution is required under any
other circumstances as provided by

law.

Article 107
Upon dissolution, an unincorporated organization
shall be liquidated in accordance with law.

Article 108

In addition to the provisions in this Chapter, the
provisions in Section 1 of Chapter Il of this Book
shall be applied to unincorporated organizations
mutatis mutandis.

Chapter V Civil-law Rights
Article 109

The personal liberty and dignity of a natural person
is protected by law.
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Article 110

A natural person enjoys the right to life, the right to
corporeal integrity, the right to health, the right to
name, the right to likeness, the right to reputation,
the right to honor, the right to privacy, and the right
to freedom of marriage.

A legal person or an unincorporated organization
enjoys the right to entity name, the right to reputa-
tion, and the right to honor.

Article 111

A natural person’s personal information is pro-
tected by law. Any organization or individual that
needs to access other’s personal information must
do so in accordance with law and guarantee the
safety of such information, and may not illegally
collect, use, process, or transmit other’s personal
information, or illegally trade, provide, or publicize
such information.

Article 112

The personal rights of a natural person arising from
a marital or familial relationship are protected by
law.

Article 113

The proprietary rights of the persons of the civil law
are equally protected by

law.

Article 114

Persons of the civil law enjoy real rights in accor-
dance with law.

Real rights are the rights to directly and exclusively
control a specific thing by the right holder in accor-
dance with law, which consists of the ownership,
right to usufruct, and security interests in the pro-

perty.

Article 115

Property consists of immovable and movable pro-
perty. Where the law provides that a right shall
be treated as property over which a real right lies,
such provisions shall be followed.

Article 116
The categories and content of the real rights are
provided by law.

Article 117
Where, for the purpose of public interests, an im-

movable or movable property is expropriated or re-
quisitioned according to the scope of authority and
the procedure provided by law, fair and reasonable
compensation shall be paid.

Article 118

Persons of the civil law have rights in personam in
accordance with law.

A right in personam is the right of an obligee to re-
quest a specific obligor to do or not to do a certain
act, as arising from a contract, a tortious act, a ne-
gotiorum gestio, or unjust enrichment, or otherwi-
se arising by operation of law.

Article 119
A contract formed in accordance with law is legally
binding on the parties to the contract.

Article 120

Where a person’s civil-law rights and interests are
infringed upon due to a tortious act, the person is
entitled to request the tortfeasor to bear tort lia-
bility.

Article 121

A person who, without a statutory or contractual
obligation, engages in management activities to
prevent another person from suffering loss of in-
terests, is entitled to request the said other person
who receives benefit therefrom to reimburse the
necessary expenses thus incurred.

Article 122

Where a person obtains unjust interests at the
expense of another person’s loss without a legal
cause, the person thus harmed is entitled to re-
quest the enriched person to make restitution.

Article 123

The persons of the civil law enjoy intellectual pro-
perty rights in accordance with law.

Intellectual property rights are the exclusive rights
enjoyed by the right holders in accordance with law
over the following subject matters:

(1) works;

(2) inventions, new utility models, or designs;
(3) trademarks;

(4) geographical indications;

(5) trade secrets;

(6) layout designs of integrated circuits;

(7) new plant varieties; and
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(8) the other subject matters as provided by
law.

Article 124

A natural person has the right to succession in ac-
cordance with law.

Private property lawfully owned by a natural per-
son may be transferred through inheritance in ac-
cordance with law.

Article 125

The persons of the civil law enjoy shareholder ri-
ghts and other investor rights in accordance with
law.

Article 126
The persons of the civil law enjoy other civil-law ri-
ghts and interests as provided by law.

Article 127

Where there are laws particularly providing for the
protection of data and online virtual assets, such
provisions shall be followed.

Article 128

Where there are laws particularly providing for the
protection of the civil-law rights of the minors, the
elderly, the disabled, women, or the consumers,
such provisions shall be followed.

Article 129

Civil-law rights may be acquired through the per-
formance of a civil juristic act, the occurrence of an
act de facto, the occurrence of an event as prescri-
bed by law, or by other means provided by law.

Article 130

The persons of the civil law enjoy their civil-law ri-
ghts according to their own will and in accordance
with law free from any interference.

Article 131

While exercising civil-law rights, the persons of the
civil law shall perform their obligations which are
provided by law and agreed with the other parties.

Article 132

No person of the civil law shall abuse his civil-law
rights and harm the interests of the state, the pu-
blic interests, or the lawful rights and interests of
others.

Chapter VI Civil Juristic Acts
Section 1 General Rules

Article 133

A civil juristic act is an act through which a person
of the civil law, by expression of intent, creates, al-
ters, or terminates a civil juristic relationship.

Article 134

A civil juristic act may be accomplished throu-
gh unanimous consent of two or more parties, or
through one party’s unilateral expression of intent.
Where a legal person or an unincorporated organi-
zation makes a resolution in accordance with the
procedure and voting method provided by law or
stipulated in its articles of association, such a reso-
lution is accomplished as a civil juristic act.

Article 135

A civil juristic act may be done in writing, orally, or
in any other form; where a specific form is required
by laws or administrative regulations, or agreed by
the parties, it shall be done in such a form.

Article 136

Unless otherwise provided by law or agreed by the
parties, a civil juristic act takes effect at the time it
is accomplished.

A person that performs a civil juristic act may not
change or revoke the act without authorization,
unless doing so is in compliance with law or as con-
sented to by the other party.

Section 2 Expression of Intent

Article 137

An expression of intent made in a real-time com-
munication becomes effective from the time the
person to whom the intent is expressed is aware of
its content.

An expression of intent made in a form other than
a real-time communication becomes effective from
the time it reaches the person to whom the intent
is expressed. Where such an expression of intent is
made through an electronic data message and the
person to whom the intent is expressed has desi-
gnated a specific data-receiving system, it becomes
effective from the time such a data message enters
that system; where no data-receiving system is spe-
cifically designated, it becomes effective from the
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time the person to whom the intent is expressed
knows or should have known that the data mes-
sage has entered the system. Where the parties
have agreed otherwise on the effective time of the
expression of intent made in the form of an electro-
nic data message, such an agreement shall prevail.

Article 138
Where an expression of intent is not made to any
specific person, it becomes effective when the
expression is completed, unless otherwise provi-
ded by law.

Article 139

An expression of intent made through public notice
becomes effective upon the time the public notice
is posted.

Article 140

A person performing a civil juristic act may make an
expression of intent either expressly or implicitly.
Silence is deemed as an expression of intent only
when it is so provided by law, agreed by the parties,
or accords with the course of dealing between the
parties.

Article 141

A person performing a civil juristic act may with-
draw an expression of intent. The notice of with-
drawal of the expression of intent shall reach the
counterparty prior to or at the same time with the
counterparty’s receipt of the expression of intent.

Article 142

Where an expression of intent is made to another
person, the meaning of the expression shall be in-
terpreted according to the words and sentences
used, with reference to the relevant terms, the
nature and purpose of the civil juristic act, the cu-
stom, and the principle of good faith.

Where an expression of intent is not made to any
specific person, the true intent of the person per-
forming a civil juristic act shall not be interpreted
solely on the words and sentences used, but along
with the relevant terms, the nature and purpose
of the civil juristic act, custom, and the principle of
good faith.

Section 3
Effect of a Civil Juristic Act

Article 143
A civil juristic act is valid if the following conditions
are satisfied:

(1) the person performing the act has the requi-
red capacity for performing civil juristic acts;

(2) the intent expressed by the person is true;
and

(3) the act does not violate any mandatory

provisions of laws or administrative regulations,
nor offend public order or good morals.

Article 144
A civil juristic act performed by a person who has no
capacity for performing civil juristic acts is void.

Article 145

A civil juristic act, performed by a person with limi-
ted capacity for performing civil juristic acts that is
purely beneficial to the person or is appropriate to
the age, intelligence, or mental status of the per-
son is valid; any other civil juristic act performed by
such a person is valid if a consent or ratification is
obtained from his legal representative.

A third person involved in the act performed by a
person with limited capacity for performing civil
juristic acts may request the legal representative
of the latter to ratify the act within 30 days from
receipt of the notification. Inaction of the legal re-
presentative is deemed as refusal of ratification.
Before such an act is ratified, a bona fide third per-
son is entitled to revoke the act. The Revocation
shall be made by notice.

Article 146
A civil juristic act performed by a person and
another person based on a false expression of in-
tent is void.
Where an expression of intent deliberately conce-
als a civil juristic act, the validity of the concealed
act shall be determined in accordance with the re-
levant laws.

Article 147

Where a civil juristic act is performed based on se-
rious misunderstanding, the person who performs
the act has the right to request the people’s court
or an arbitration institution to revoke the act.

Article 148
Where a party by fraudulent means induces the
other party to perform a civil juristic act against the
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latter’s true intention, the defrauded party has the
right to request the people’s court or an arbitration
institution to revoke the act.

Article 149

Where a party knows or should have known that a
civil juristic act performed by the other party is ba-
sed on a third person’s fraudulent act and is against
the other party’s true intention, the defrauded par-
ty has the right to request the people’s court or an
arbitration institution to revoke the civil juristic act.

Article 150

Where a party performs a civil juristic act against its
true intention owing to duress of the other party or
a third person, the coerced party has the right to re-
quest the people’s court or an arbitration institution
to revoke the civil juristic act.

Article 151

In situations such as where one party takes advan-
tage of the other party that is in a desperate situa-
tion or lacks the ability of making judgment, and
as a result the civil juristic act thus performed is
obviously unfair, the damaged party is entitled to
request the people’s court or an arbitration institu-
tion to revoke the act.

Article 152

A party’s right to revoke a civil juristic act is extin-
guished under any of the following circumstances:
(1) the party has failed to exercise the right to
revocation within one year from the date when it
knows or should have known of the cause for revo-
cation, or within

90 days from the date when the party who has
performed the act with serious misunderstanding
knows or should have known of the cause for re-
vocation;

(2) the party acting under duress has failed
to exercise the right to revocation within one year
from the date when the duress ceases; or

(3) the party who becomes aware of the cau-
se for revocation waives the right to revocation
expressly or through its own conduct.

The right to revocation is extinguished if the party
fails to exercise it within five years from the date
when the civil juristic act has been performed.

Article 153
A civil juristic act in violation of the mandatory pro-

visions of laws or administrative regulations is void,
unless such mandatory provisions do not lead to
invalidity of such a civil juristic act.

A civil juristic act that offends the public order or
good morals is void.

Article 154

A civil juristic act is void if it is conducted through
malicious collusion between a person who perfor-
ms the act and a counterparty thereof and thus
harms the lawful rights and interests of another
person.

Article 155
A void or revoked civil juristic act does not have any
legal force ab initio.

Article 156

If invalidation of a part of a civil juristic act does not
affect the validity of the other part, the other part
of the act remains valid.

Article 157

Where a civil juristic act is void, revoked, or is de-
termined to have no legal effect, the property thus
obtained by a person as a result of the act shall
be returned, or compensation be made based on
the appraised value of the property if it is impossi-
ble or unnecessary to return the property. Unless
otherwise provided by law, the loss thus incurred
upon the other party shall be compensated by the
party at fault, or, if both parties are at fault, by the
parties proportionally.

Section 4
A Civil Juristic Act Subject to a Condition or a
Term

Article 158

A condition may be attached to a civil juristic act
unless the nature of the act denies such an atta-
chment. A civil juristic act subject to a condition
precedent becomes effective when the condition
is fulfilled. A civil juristic act subject to a condition
subsequent becomes invalid when the condition is
fulfilled.

Article 159
Where a condition is attached to a civil juristic act, if
a party, for the sake of its own interests, improperly
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obstructs the fulfillment of the condition, the condi-
tion is deemed as having been fulfilled; if a party im-
properly facilitates the fulfillment of the condition,
the condition is deemed as not having been fulfilled.

Article 160

A term may be attached to a civil juristic act, unless
the nature of such act denies such an attachment.
A civil juristic act subject to a term of effectiveness
becomes effective when the term begins. A civil ju-
ristic act subject to a term of termination becomes
ineffective upon expiration of the term.

Chapter VII Agency
Section 1 General Rules

Article 161

A person of the civil law may perform a civil juristic
act through his agent.

A civil juristic act shall not be performed through an
agent if the act must be performed by the principal
himself in accordance with law, as agreed by the
parties, or based on the nature of the act.

Article 162

A civil juristic act performed by an agent in the prin-
cipal’'s name within the scope of authority is bin-
ding on the principal.

Article 163

Agency consists of agency by agreement and agen-
cy by operation of law.

An agent under agreement shall act in accordance
with the principal’s authorization. An agent by ope-
ration of law shall act in accordance with law.

Article 164

An agent who fails to perform or fully perform his
duty and thus causes harm to the principal shall
bear civil liability.

Where an agent maliciously collides with a third
person, thus harming the lawful rights and intere-
sts of the principal, the agent and the third person
shall bear joint and several liability.

Section 2 Agency by Agreement

Article 165
In an agency by agreement, if authority is conferred

in writing, it shall clearly state in the letter of au-
thorization the name of the agent, the authorized
matters, as well as the scope and duration of the
authority, and it shall be signed or sealed by the
principal.

Article 166

Where two or more agents are authorized to deal
with the same matter for the principal, the agen-
ts shall collectively exercise the authority unless
otherwise agreed by the parties.

Article 167

Where an agent knows or should have known that
doing the authorized matter is in violation of law
but still acts as authorized, or, if a principal knows
or should have known that an act of the agent is in
violation of law but raises no objection thereto, the
principal and the agent shall bear joint and several
liability.

Article 168

An agent shall not, in the principal’s name, perform
a civil juristic act with himself, unless it is consented
to or ratified by the principal.

An agent who has been designated by two or more
principals shall not in the name of one principal
perform a civil juristic act with another principal
whom he concurrently represents, unless it is con-
sented to or ratified by both principals.

Article 169

Where an agent needs to re-delegate his authority
to a third person, he shall obtain consent or ratifi-
cation from the principal.

If the re-delegation of authority to a third person
is consented to or ratified by the principal, the
principal may directly instruct the third person
to do the authorized task, and the agent shall be
liable only for the selection of such a third per-
son and the instructions given to the third per-
son by the agent himself.

If re-delegation of authority to a third person is not
consented to or ratified by the principal, the agent
shall be liable for the acts performed by the third
person, unless the agent re-delegates his authority
to a third person in an emergency situation in order
to protect the interests of the principal.

Article 170
A civil juristic act performed by a person for fulfil-
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ling his responsibilities assigned by a legal person
or an unincorporated organization, within the sco-
pe of authority and in the name of the legal person
or the unincorporated organization, is binding on
the legal person or unincorporated organization.
Restrictions imposed by a legal person or an unin-
corporated organization on the scope of authority
of a person who performs the responsibilities assi-
gned by the legal person or unincorporated orga-
nization are not effective against a bona fide third
person.

Article 171

An act performed by a person without authority,
beyond the authority, or after the authority is ter-
minated is not effective against the principal who
has not ratified it.

A counterparty may urge the principal to ratify such
an act within 30 days after receipt of the notification.
Inaction of the principal is deemed as a refusal of ra-
tification. Before such an act is ratified, a bona fide
counterparty has the right to revoke the act. Revoca-
tion shall be made by notice.

Where the aforementioned act is not ratified, a bona
fide counterparty has the right to request the person
who has performed the act to fulfill the obligations
or compensate for the loss thus incurred, provided
that the amount of compensation shall not exceed
the amount of benefit the counterparty would have
received had the principal ratified the act.

Where a counterparty knows or should have known
that the person performing the act has no authori-
ty, the counterparty and the said person shall bear
the liability in proportion to their fault.

Article 172

An act performed by a person without authority,
beyond the authority, or after the authority is ter-
minated is effective if the counterparty has reasons
to believe that the said person has authority.

Section 3 Termination of Agency

Article 173
An agency by agreement is terminated under any
of the following circumstances:

(1) the term of agency expires or the authori-
zed tasks have been completed;
(2) the principal revokes the agency or the

agent resigns;

(3) the agent loses his capacity for performing
civil juristic acts;

(4) the agent or the principal deceases; or

(5) the legal person or unincorporated organi-

zation who is the agent or the principal is termina-
ted.

Article 174

An act performed by an agent under agreement
after the principal deceases remains valid under
any of the following circumstances:

(1) the agent does not know or should not
have known of the death of the principal;

(2) the act is ratified by the heirs of the princi-
pal;

(3) itis clearly stated in the letter of authoriza-
tion that the agency ceases only upon completion
of the authorized tasks; or

(4) the agent has started the act before the
principal deceases and continues to act in the inte-
rests of the heirs of the principal.

The preceding paragraph shall be applied mutatis
mutandis where the principal who is a legal person
or an unincorporated organization is terminated.

Article 175
An agency by operation of law is terminated under
any of the following circumstances:

(1) the principal obtains or regains full capaci-
ty for performing civil juristic acts;

(2) the agent loses the capacity for performing
civil juristic acts;

(3) the agent or the principal deceases; or

(4) any other circumstance as provided by law
exists.

Chapter VIII Civil Liability

Article 176

The persons of the civil law shall perform civil-law
obligations and bear civil liability in accordance
with law or the agreement of the parties.

Article 177

Where two or more persons assume shared liability
in accordance with law, each person shall bear the
liability in proportion to their respective share of
fault if such share can be determined, or in equal
share if such share cannot be determined.
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Article 178

Where two or more persons assume joint and seve-
ral liability in accordance with law, the right holder
has the right to request some or all of them to bear
the liability.

The persons subjected to joint and several liability
shall each bear the liability in proportion to their
respective share of fault, or in equal share if such
share cannot be determined. A person who has
assumed the liability more than his share of fault
has the right to contribution against the other per-
son(s) subjected to the joint and several liability.
Joint and several liability shall be either imposed by
law or stipulated in the agreement of the parties.

Article 179

The main forms of civil liability include:
(1) cessation of the infringement;
(2) removal of the nuisance;

(3) elimination of the danger;

(4) restitution;

(5) restoration;

(6) repair, redoing or replacement;
(7) continuance of performance;
(8) compensation for losses;

(9) payment of liquidated damages;

(10) elimination of adverse effects and rehabili-
tation of reputation; and

(11)  extension of apologies.

Where punitive damages are provided by law, such
provisions shall be followed.

The forms of civil liability provided in this Article
may be applied separately or concurrently.

Article 180

A person who is unable to perform his civil-law obli-
gations due to force majeure bears no civil liability,
unless otherwise provided by law.

“Force majeure” means objective  condi-
tions  which are unforeseeable, unavoi-
dable, and insurmountable.

Article 181

A person who causes harm to the tortfeasor out of a
justifiable defense bears no civil liability.

A person who, when acting out of justifiable defense,
exceeds the necessary limit and thus causes undue harm
to the tortfeasor shall bear appropriate civil liability.

Article 182
Where a person, when seeking to avoid a peril in

response to an emergency, causes harm to others,
the person who creates the peril shall bear civil lia-
bility.

Where the peril is caused by natural forces, the
person who causes harm to others by seeking to
avoid the peril bears no civil liability, provided that
he may make appropriate compensation.

Where the measures adopted by a person seeking
to avoid a peril in response to an emergency are
improper or exceed the necessary limit and thus
cause undue harm to others, the person shall bear
appropriate civil liability.

Article 183

Where a party is injured for protecting the civil-law
rights and interests of another person, the tortfea-
sor shall bear civil liability, and the beneficiary may
make appropriate compensation to the injured per-
son. In the absence of a tortfeasor, or if the tortfe-
asor flees or is incapable of assuming civil liability,
upon request of the injured person, the beneficiary
shall make appropriate compensation.

Article 184

A person who voluntarily engages in rescuing
another person in an emergency situation and thus
causes harm to the latter person bears no civil lia-
bility.

Article 185

A person who infringes upon the name, likeness,
reputation, or honor of a hero or a martyr and thus
harms the social public interests shall bear civil lia-
bility.

Article 186

Where a party’s breach of contract causes harm to
the other party’s personal or proprietary rights and
interests, the latter party may elect to request the
former to bear liability either for breach of contract
or for commission of tort.

Article 187

Where a person of the civil law has to concurrent-
ly bear civil, administrative, and criminal liabilities
as a result of the same act performed by him, the
assumption of administrative or criminal liabilities
by the person shall not affect the civil liability he
should bear. If the assets of the person are insuf-
ficient to pay for all the liabilities, the civil liability
shall be paid first.
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Chapter IX Limitation of Action

Article 188

The limitation period for a person to request the
people’s court to protect his civil-law rights is three
years, unless otherwise provided by law.

Unless otherwise provided by law, the limitation
period begins from the date when the right hol-
der knows or should have known that his right has
been harmed and that who is the obligor. However,
no protection to a right is to be granted by the pe-
ople’s court if 20 years have lapsed since the date
when the injury occurs, except that the people’s
court may, upon request of the right holder, extend
the limitation period under special circumstances.

Article 189

Where the parties agree on payment of a debt by
installment, the limitation period begins from the
date when the last installment is due.

Article 190

The limitation period for a person with no or li-
mited capacity for performing civil juristic acts to
bring a claim against his legal representative begins
from the date when the agency by operation of law
is terminated.

Article 191

The limitation period for a minor to bring a sexual
molestation claim against the offender begins from
the date when the minor reaches the age of 18.

Article 192

Expiration of the limitation period may be used by
an obligor as a defense against a claim of non-per-
formance.

An obligor who agrees to perform a prior obliga-
tion after the limitation period expires may not la-
ter on use the expiration of the limitation period
as a defense, and an obligor who has voluntarily
performed such a prior obligation may not later on
demand for restitution.

Article 193
The people’s court shall not apply the provisions on
limitation periods on its own initiative.

Article 194
The limitation period is suspended if, within the last
six months of the limitation period, a right holder is

unable to exercise the right to claim owing to the
existence of one of the following obstacles:

(1) where there is force majeure;

(2) where the right holder with no or limited
capacity for performing civil juristic acts has no le-
gal representative, or his legal representative dece-
ases or loses the capacity for performing civil juri-
stic acts or the right to representation;

(3) where no heir or administrator of estate
has been determined after the opening of succes-
sion;

(4) where the right holder is controlled by the
obligor or another person; or

(5) where there are other obstacles that cau-
se the right holder unable to exercise the right to
claim.

The limitation period shall expire six months after
the date when the cause for suspension is remo-
ved.

Article 195

A limitation period is interrupted under any of the
following circumstances, and the limitation period
shall run anew from the time of interruption or the
time when the relevant proceeding is completed:
(2) the right holder requests the obligor to
perform the obligation;

(2) the obligor agrees to perform the obliga-
tion;

(3) the right holder initiates a lawsuit or arbi-
tration proceeding against the obligor; or
(4) there exists any other circumstance that

has the same effect as initiating a lawsuit or arbi-
tration proceeding by the right holder.

Article 196
The limitation period does not apply to the fol-
lowing rights to claim:

(1) a claim for cessation of the infringement,
removal of the nuisance, or elimination of the dan-
ger;

(2) a claim for return of property of a person

who has a real right in an immovable or a registe-
red movable property;

(3) a claim for payment of child support or
support for other family members; or
(4) any other claims to which the limitation pe-

riod is not applicable in accordance with law.

Article 197
The time period, counting methods, and the
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grounds for suspension and interruption of the li-
mitation period are provided by law, and any arran-
gement otherwise agreed by the parties is void.

An anticipatory waiver of one’s interests in the limi-
tation period made by the parties is void.

Article 198

Any provisions of law regulating the limitation pe-
riod for arbitration shall be followed; in the absen-
ce of such provisions, the provisions on limitation
period for litigation provided herein shall be ap-
plied mutatis mutandis.

Article 199

The time period within which a right holder may
exercise certain rights, such as the right to revo-
cation and the right to rescission, which are pro-
vided by law or agreed by the parties shall be-
gin, unless otherwise provided by law, from the
date when the right holder knows or should have
known that he has such a right, and the provisions
on the suspension, interruption, or extension of
the limitation period shall not be applicable. Upon
expiration of the time period, the right to revoca-
tion, the right to rescission, and the like rights are
extinguished.

Chapter X Counting of Periods of Time

Article 200

Time periods referred to in the civil law are coun-
ted by year, month, day, and hour according to the
Gregorian calendar.

Article 201

Where a time period is counted by year, month,
and day, the day on which the time period begins
shall not be counted in and the period runs from
the following day.

Where a time period is counted by hour, the period
begins to run from the hour as provided by law or
agreed by the parties.

Article 202

Where a time period is counted by year and mon-
th, the corresponding date of the due month is the
last day of the time period; in the absence of such
a corresponding date, the last day of that month is
the last day of the time period.

Article 203

Where the last day of a time period falls on a legal
holiday, the day after the holiday is deemed as the
last day of the period.

The last day shall end at 24:00 hours; where a bu-
siness hour is applied, the last day shall end at the
time the business is closed.

Article 204

The counting of a time period shall be governed by
the provisions of this Code, unless otherwise provi-
ded by law or agreed by the parties.

Book Two Real Rights
Part One General Provisions
Chapter I General Rules

Article 205
This Book regulates the civil-law relations arising
from the attribution and utilization of things.

Article 206

The State upholds and improves the fundamental
socialist economic systems, such as the ownership
system under which diverse forms of ownership
co-develop with public ownership as the mainstay,
the distribution system under which multiple forms
of distribution co-exist with distribution according
to work as the mainstay, as well as the system of
socialist market economy.

The State consolidates and develops the public sec-
tor of the economy, and encourages, supports, and
guides the development of the non-public sector of
the economy.

The State implements a socialist market economy
and protects the equal legal status and develop-
ment rights of all market participants.

Article 207

The real rights of the State, collectives, private indi-
viduals, and the other right holders are equally pro-
tected by law and free from infringement by any
organization or individual.

Article 208

The creation, alteration, alienation, or extinguish-
ment of the real rights in immovable property shall
be registered in accordance with law. The creation
and alienation of real rights in movable property
shall be subject to the delivery of the movable pro-
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perty in accordance with law.

Chapter II
Creation, Alteration, Alienation, and Extinguish-
ment of Real Rights

Section 1
Registration of Immovable property

Article 209

The creation, alteration, alienation, or extinguish-
ment of a real right in immovable property shall
become effective upon registration in accordance
with law, and shall not take effect without registra-
tion, unless otherwise provided by law.

Ownership registration is not required for natural
resources that are owned by the State in accordan-
ce with law.

Article 210

The registration of immovable property shall be
handled by the registration authority at the place
where the immovable property is located.

The State implements a unified registration system
with respect to immovable property. The scope, au-
thorities, and measures for the unified registration
shall be specified by laws and administrative regu-
lations.

Article 211

When applying for registration of immoveable pro-
perty, an applicant shall, in light of the different
items to be registered, provide necessary materials
such as the proof of real rights, metes and bounds,
and area of the immovable property.

Article 212
The registration authority shall perform the fol-
lowing responsibilities:

(1) to examine the proof of real rights and
other necessary materials provided by the appli-
cant;

(2) to inquire the relevant registration items of
the applicant;

(3) to register the relevant items truthfully and
in a timely manner; and

(4) to perform other responsibilities as provi-
ded by laws and administrative regulations.

Where further proof is required for the relevant

information of the immovable property to be re-
gistered, the registration authority may require
the applicant to provide supplementary materials,
and may conduct onsite inspection where neces-
sary.

Article 213

A registration authority may not engage in the fol-
lowing acts:

(1) to require an appraisal of the immovable
property;

(2) to carry out repeated registration in the
name of annual inspection, and the like; or

(3) to engage in other acts that exceed the sco-
pe of its responsibilities for registration.

Article 214

The creation, alteration, alienation, or extinguish-
ment of a real right of the immovable property that
is required by law to be registered becomes effective
at the time when it is recorded in the register of im-
movable property.

Article 215

A contract concluded by the parties on the crea-
tion, alteration, alienation, or extinguishment of
a real right becomes effective upon its formation,
unless it is otherwise provided by law or agreed
upon by the parties, and the validity of the contract
is not affected by the fact that the real right is not
registered.

Article 216

The register of immovable property is the basis for
determining the attribution and contents of the
real rights in immovable property.

The register of immovable property shall be kept by
the registration authority.

Article 217

The real right certificate for immovable property is
a proof of a right holder’s entitlement to the real ri-
ght in the immovable property. The items recorded
in the real right certificate for immovable property
shall be consistent with what are recorded in the
register of immovable property; in case of incon-
sistency between the two, what is recorded in the
register of immovable property shall prevail, unless
there is evidence establishing a clear error in the
register of immovable property.

CPO & Partners (Shanghai) Co.,Ltd.
Yan ‘an middle road n.841, Jing ‘an District 200040, Shanghai - OOCL Plaza, Floor 26, Suite 2604, 2605
Tel: +86 021 63120097 — www.cpopartners.com — e-mail: shanghai@cpopartners.com



-

-

&partners

LEGAL&TAX ADVISORY

Article 218

A right holder or an interested person may apply
for retrieving and making copies of the information
of the registered immovable property, and the re-
gistration authority shall provide the information.

Article 219

An interested person may not disclose or illegally
use the registered information of a right holder’s
immovable property.

Article 220

A right holder or an interested person may apply
for rectification of the registration if he believes
that an item is incorrectly recorded in the register
of immovable property. Where the right holder as
recorded in the register of immovable property
agrees in writing to make rectification, or where
there is evidence establishing a clear error in the
register, the registration authority shall rectify it.
Where the right holder as recorded in the register
of immovable property does not agree to make
rectification, an interested person may apply for
registration of a demurrer. Where the registration
authority registers the demurrer but the applicant
fails to file a lawsuit within 15 days from the date of
such a registration, the registration of demurrer be-
comes ineffective. Where a demurrer is improperly
registered and damage is thus caused to the right
holder, the right holder may request the applicant
to pay damages.

Article 221

Where the parties enter into an agreement for the
sale of a house or on any other real right in immo-
vable property, they may apply for registration of
a priority notice to a registration authority in ac-
cordance with the agreement so as to ensure the
realization of the real right in the future. Where,
after the priority notice is registered, the immo-
vable property is disposed of without the consent
of the right holder as registered in the priority no-
tice, the disposition is not effective in terms of the
real right.

Where, after the priority notice is registered, no ap-
plication for registration of the real right of immo-
vable property has been made within 90 days from
the date on which the creditor’s claim extinguishes
or the immovable property is eligible for registra-
tion, the registration of the priority notice becomes
ineffective.

Article 222

A party who provides false materials upon appli-
cation for registration and thus causes damage to
another person shall be liable for compensation.
Where damage is caused to another person due to
a clerical error upon registration, the registration
authority shall be liable for compensation. After
having made such compensation, the registration
authority has the right to indemnification against
the person who has made the error.

Article 223

The fee for the registration of immovable property shall
be collected on a piece-by-piece basis and may not be
collected in proportion to the area, size, or purchase
price of the immovable property.

Section 2

Delivery of Movable Property

Article 224

The creation or alienation of a real right in movable
property shall take effect upon delivery, unless
otherwise provided by law.

Article 225

The creation, alteration, alienation, or extinguish-
ment of the real rights in vessels, aircrafts, motor
vehicles, and the like, that have not been registered
is not effective against a bona fide third person.

Article 226

Where a right holder is already in possession of
a movable property before a real right in the mo-
vable property is created or alienated, the real right
in the movable property becomes effective at the
time when the civil juristic act is effected.

Article 227

Where a third person is in possession of a movable
property before a real right in the movable proper-
ty is created or alienated, the person obligated to
deliver the movable property may transfer his right
to restitution against the third person as substitute
for delivery.

Article 228

Where, upon alienation of a real right in movable
property, the parties agree that the transferor con-
tinues to be in possession of the movable property,
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the real right in the movable property becomes ef-
fective at the time when such an agreement enters
into effect.

Section 3 Other Rules

Article 229

Where a real right is created, altered, alienated, or
extinguished as a result of a legal document issued
by the people’s court or an arbitration institution,
or based on an expropriation decision made by the
people’s government, the creation, alteration, alie-
nation, or extinguishment of the real right becomes
effective at the time when the legal document or
expropriation decision enters into effect.

Article 230

Where a real right is acquired through succession,
the real right as inherited becomes effective at the
time when the succession opens.

Article 231

Where a real right is created or extinguished as a
result of a de facto act such as lawful construction
or demolition of a house, the creation or extingui-
shment of the real right becomes effective when
the de facto act is accomplished.

Article 232

Where disposition of a real right in immovable pro-
perty as provided in this Section is required by law
to be registered, the disposition of the real right, if
not so registered, is not effective.

Chapter III Protection of Real Rights

Article 233

Where a real right is infringed upon, the right hol-
der may have the problem solved by means of sett-
lement, mediation, arbitration, litigation, and the
like.

Article 234

Where a dispute arises over the attribution or con-
tents of a real right, an interested person may re-
quest for confirmation of the right.

Article 235
Where an immovable or movable property is pos-

sessed by a person not entitled to do so, the right
holder may request for restitution.

Article 236

Where there is a nuisance or a potential nuisance
against a real right, the right holder may request
for removal of the nuisance or elimination of the
danger.

Article 237

Where an immovable or movable property is de-
structed or damaged, the right holder may request
for the repair, redoing, replacement, or restoration
to the original condition in accordance with law.

Article 238

Where a real right is infringed upon and damage
is thus caused, the right holder may, in accordance
with law, request the infringing person to pay da-
mages or bear other civil liabilities.

Article 239

The forms of real right protection provided in this
Chapter may be applied either separately or con-
currently according to the circumstances of the in-
fringement of a right.

Part Two Ownership
Chapter IV General Rules

Article 240

An owner is entitled to possess, use, benefit from,
and dispose of his own immovable or movable pro-
perty in accordance with law.

Article 241

An owner of immovable or movable property is
entitled to create a right to usufruct and a security
interest on his own immovable or movable pro-
perty. A usufructuary or security interest holder,
when exercising their rights, shall not harm the
rights and interests of the owner.

Article 242

Where an immovable or movable property is provided
by law to be exclusively owned by the State, no organi-
zation or individual may acquire ownership of it.

Article 243
For the need of the public interest, the collecti-
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vely-owned land and the houses and other immo-
vable property of an organization or individual may
be expropriated within the scope of authority and
pursuant to the procedures provided by law.

In the case of expropriation of collectively-owned
land, land compensation fees, resettlement sub-
sidies, and compensation fees for rural villagers’
dwellings and other ground attachments as well as
young crops shall be paid in full in a timely manner
in accordance with law, and social security premiu-
ms of the farmers whose land has been expropria-
ted shall be arranged, their lives secured, and their
lawful rights and interests safeguarded.

In the case of expropriation of houses or other im-
movable property of organizations or individuals,
compensation for the expropriation shall be made
in accordance with law in order to safeguard the
lawful rights and interests of the person whose im-
movable property has been expropriated. In the
case of expropriation of individuals’ dwelling hou-
ses, the housing conditions of such individuals shall
also be guaranteed.

No organization or individual may embezzle, mi-
sappropriate, secretly distribute, intercept, default
on the payment of the expropriation compensation
fees, or the like.

Article 244

The State provides special protection to cultivated
land, strictly restricts the conversion of agricultu-
ral land into land used for construction purposes,
and controls the overall volume of the land used
for construction purposes. Collectively-owned land
may not be expropriated exceeding the scope of
authority or in violation of the procedures provided
by law.

Article 245

An immovable or movable property of an organiza-
tion or individual may, in response to an emergency
such as providing disaster relief and preventing and
controlling pandemics, be requisitioned within the
scope of authority and pursuant to the procedures
provided by law. The requisitioned immovable or
movable property shall be returned to the afore-
mentioned organization or individual after use.
Where the immovable or movable property of an
organization or individual is requisitioned, or where
it is destructed, damaged, or lost after being requi-
sitioned, compensation shall be made.

Chapter V
State Ownership, Collective Ownership and Priva-
te Ownership

Article 246

Where a property is provided by law to be owned
by the State, the property belongs to the State, na-
mely, to the whole people.

The ownership rights over the State-owned proper-
ty shall be exercised by the State Council on behalf
of the State, unless otherwise provided by law.

Article 247
Mineral deposits, waters, and sea areas are owned
by the State.

Article 248

Uninhabited islands are owned by the State, and
the State Council exercises the ownership rights
over the uninhabited islands on behalf of the State.

Article 249

Urban land is owned by the State. Land in rural and
urban suburbs that is provided by law to be owned
by the State is owned by the State.

Article 250

Natural resources, such as forests, mountain rid-
ges, grasslands, unreclaimed lands, and mudflats,
other than those provided by law to be collecti-
vely-owned, are owned by the State.

Article 251

The wild animal and plant resources that are provi-
ded by law to be owned by the State are owned by
the State.

Article 252
Radio-frequency spectrum resources are owned by
the State.

Article 253
The cultural relics that are provided by law to be
owned by the State are owned by the State.

Article 254

The assets for national defense are owned by the
State.

Infrastructures such as railways, roads, electric
power facilities, telecommunication facilities, as well
as oil and gas pipelines that are provided by law to
be owned by the State are owned by the State.
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Article 255

A State organ has the right to possess and use the
immovable and movable property directly under its
control and to dispose of such property in accor-
dance with law and the relevant regulations made
by the State Council.

Article 256

A public institution established by the State has
the right to possess and use the immovable and
movable property directly under its control, and
to benefit from and dispose of such property in
accordance with law and the relevant regulations
made by the State Council.

Article 257

With respect to enterprises invested by the State,
the State Council and the local people’s govern-
ments shall, on behalf of the State, perform the in-
vestor’s duties and enjoy the investor’s rights and
interests respectively in accordance with laws and
administrative regulations.

Article 258

The State-owned property is protected by law, and
no organization or individual may misappropriate,
loot, secretly distribute, intercept, or destroy such
property.

Article 259

Institutions and their staff with the duties of admi-
nistration and supervision over the State-owned
property shall strengthen the administration and
supervision of the State-owned property in accor-
dance with law, strive to preserve and increase the
value of such property and prevent any loss there-
of; they shall assume legal liabilities in accordance
with law if losses are caused to the State-owned
property as a result of their abuse of powers or de-
reliction of duties.

A person, who causes losses to the State-owned
property by transferring it at low prices, secretly
distributing it in conspiracy with other persons,
creating a security interest on it without authori-
zation, or by other means in the course of enter-
prise restructuring, merger or division, affiliated
transactions, and the like, in violation of the pro-
visions on the administration of the State-owned
property, shall bear legal liability in accordance
with law.

Article 260

The collectively-owned immovable and movable
property include:

(1) the land, forests, mountain ridges, gras-
slands, unreclaimed land and mudflats that are
provided by law to be owned by collectives;

(2) the buildings, production facilities, and far-
mland water conservancy facilities that are owned
by collectives;

(3) the educational, scientific, cultural, public
health, sports, and other facilities that are owned
by collectives; and

(4) any other immovable and movable proper-
ty that are owned by collectives.

Article 261

The immovable and movable property of a farmer
collective are collectively owned by the members
of this collective.

The following matters shall be decided by the col-
lective’s members in accordance with statutory
procedures:

(1) land contracting schemes, and the subcon-
tracting of land to any organization or individual
outside this collective;

(2) adjustment to the contracted land among
the persons who have the right to contractual ma-
nagement of land;

(3) methods for the use and distribution of
funds such as land compensation fees;

(4) matters such as changes in the ownership
of enterprises invested by the collective; and

(5) other matters as provided by law.

Article 262

With respect to the collectively-owned land, fore-
sts, mountain ridges, grasslands, unreclaimed land,
mudflats, and the like, the ownership thereof shall
be exercised in accordance with the following pro-
visions:

(2) where they are owned by the farmer col-
lective of a village, the ownership shall be exercised
collectively by the collective economic organization
of the village or the villagers’ committee on behalf
of the collective in accordance with law;

(2) where they are owned by two or more far-
mer collectives within a village, the ownership shall
be exercised by the respective collective economic
organizations or the villagers’ groups on behalf of
the collectives in accordance with law; and
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(3) where they are owned collectively by the
farmer collective of a rural-town, the ownership
shall be exercised by the economic organizations of
the town on behalf of the collective.

Article 263

With respect to the immovable and movable pro-
perty owned by an urban-town collective, the col-
lective is entitled to possess, use, benefit from, and
dispose of such property in accordance with laws
and administrative regulations.

Article 264

Rural collective economic organizations, villagers’
committees, and villagers’ groups shall make the
situation of the collectively-owned property known
to the members of this collective in accordance
with laws, administrative regulations, and their ar-
ticles of association, as well as the local covenants.
Members of the collective have the right to retrieve
and make copies of the relevant materials.

Article 265

The property owned by a collective is protected by
law, and no organization or individual may misap-
propriate, loot, secretly distribute, or destruct such
property.

Where a decision made by a rural collective eco-
nomic organization, a villagers’ committee, or the
person in charge thereof infringes upon the lawful
rights and interests of a member of the collective,
the infringed member may request the people’s
court to revoke the decision.

Article 266

A private individual has the right to own his lawful
income, houses, articles for daily use, production
tools, raw materials, as well as other immovable
and movable property.

Article 267

The property lawfully owned by a private individual
is protected by law, and no organization or indivi-
dual may misappropriate, loot, or destruct such
property.

Article 268

The State, collectives, and private individuals may
establish companies with limited liabilities, joint
stock companies limited by shares, or other enter-
prises through making capital contributions in ac-

cordance with law. Where the immovable or mo-
vable property of the State, collectives, and private
individuals are invested in an enterprise, the inve-
stors are, in accordance with their agreement or in
proportion to their investment, entitled to receive
returns on the assets, make major decisions, and
select business managers, and obligated to per-
form their duties.

Article 269

A for-profit legal person has the right to possess,
use, benefit from, and dispose of its immovable and
movable property in accordance with laws, admini-
strative regulations, and its articles of association.

The provisions of the relevant laws, administrative
regulations, and articles of association shall apply
to the rights of a legal person other than a for-pro-
fit legal person with respect to its immovable and
movable property.

Article 270

The immovable and movable property that is
lawfully owned by a social-organization legal per-
son or an endowed legal person is protected by law.

Chapter VI Ownership of a Building’s Units

Article 271

A unit owner has the ownership over an exclusive
unit of a building, such as a dwelling space or a spa-
ce used for operating businesses, and has the right
to co-own and jointly manage the common space
other than the unit.

Article 272

A unit owner has the right to possess, use, benefit
from, and dispose of his exclusive unit of a building.
The unit owner may not, when exercising his rights,
endanger the safety of the building or impair the
lawful rights and interests of other unit owners.

Article 273

A unit owner has rights and assumes duties with
respect to the common space outside his exclusive
unit of a building and may not refuse to perform
such duties on the ground that he has waived such
rights.

While a unit owner transfers a dwelling space or
the space used for business operations owned by
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him in a building, his rights to co-own and jointly
manage the common space therein shall be tran-
sferred concomitantly.

Article 274

Roads within the construction zone are co-owned
by all unit owners, except for those that are part
of the urban public roads. Green spaces within the
construction zone are co-owned by all unit owners,
except for those that are part of the urban public
green spaces and those expressly indicated to be
owned by private individuals. Other public places,
public facilities, and spaces used for property ma-
nagement service within the construction zone are
co-owned by all unit owners.

Article 275

The ownership of the parking spaces and gara-
ges planned for parking vehicles within the con-
struction zone shall be agreed upon by the parties
by way of selling, giving away as gifts, leasing, and
the like.

The parking spaces for parking vehicles that occupy
the roads or other spaces co-owned by all unit ow-
ners are co-owned by all unit owners.

Article 276

The parking spaces and garages planned for par-
king vehicles within the construction zone shall first
meet the needs of the unit owners.

Article 277

The unit owners may establish the owners’ assem-
bly and elect the members of the owners’ commit-
tee. The specific conditions of and procedures for
the establishment of the owners’ assembly and
the owners’ committee shall be in accordance with
laws and regulations.

The relevant department of the local people’s go-
vernment and the residents’ committee shall provi-
de guidance to and assistance in the establishment
of the owners’ assembly and the election of the
members of the owners’ committee.

Article 278
The following matters shall be jointly decided by
the unit owners:

(1) to formulate and amend the procedural ru-
les of the owners’ assembly;
(2) to formulate and amend the stipulations

on management;

(3) to elect or replace members of the owners’
committee;

(4) to employ and remove the property mana-
gement service enterprise or other managers;

(5) to use maintenance funds for buildings and
auxiliary facilities thereof;

(6) to raise maintenance funds for buildings
and auxiliary facilities thereof;

(7) to renovate and reconstruct buildings and
auxiliary facilities thereof;

(8) to change the intended use of the co-ow-
ned space or making use of the co-owned space to
engage in business activities; and

(9) to handle other major matters relating to
co-ownership and the right to joint management.
The quorum for matters subject to the unit owners’
joint decision shall be two thirds or more of the
exclusive units both by area and by number of unit
owners. Decisions of matters provided in Subpara-
graphs (6) through (8) shall be subject to the con-
sent of the unit owners representing three quarters
or more of the participating exclusive units both by
area and by number of unit owners. Decisions of
other matters provided in the preceding Paragraph
shall be subject to the consent of the unit owners
representing more than half of the participating
exclusive units both by area and by number of unit
owners.

Article 279

No unit owner may turn a dwelling space into a
space used for operating businesses in violation of
laws, regulations, or the stipulations on manage-
ment. A unit owner who intends to turn a dwelling
space into a space used for operating businesses
shall, in addition to abiding by laws, regulations,
and the stipulations on management, obtain una-
nimous consent from all interested unit owners.

Article 280

Decisions of the owners’ assembly or the owners’
committee are legally binding on unit owners.
Where a decision made by the owners’ assembly
or the owners’ committee infringes upon the lawful
rights and interests of a unit owner, the infringed
owner may request the people’s court to revoke it.

Article 281

The maintenance funds for buildings and their auxi-
liary facilities are co-owned by the unit owners. The
funds may, upon joint decision of the unit owners,
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be used for the maintenance, renewal, and reno-
vation of the co-owned spaces, such as elevators,
roofs, exterior walls, and barrier-free facilities. In-
formation on raising and using the maintenance
funds for buildings and their auxiliary facilities shall
be publicized on a regular basis.

Where a building and its auxiliary facilities need to
be maintained in an emergency situation, the ow-
ners’ assembly or the owners’ committee may, in
accordance with law, apply for the use of the main-
tenance funds for the building and its auxiliary fa-
cilities.

Article 282

The income generated from the space co-owned by
the unit owners that is received by the developer,
the property management service enterprise, or
other managers are co-owned by all unit owners
after reasonable costs are deducted.

Article 283

Where there is an agreement on matters such as al-
location of expenses on and distribution of income
gained from a building and its auxiliary facilities,
such matters shall be determined in accordance
with the agreement; where there is no agreement
or the agreement is unclear, such matters shall be
determined in proportion to the area of each unit
owner’s exclusive unit to the total area.

Article 284

The unit owners may either manage the buildin-
gs and the auxiliary facilities on their own, or en-
trust a property management service enterprise or
another manager for such a purpose.

The unit owners have the right to replace, in accor-
dance with law, the property management service
enterprise or the other managers employed by the
developer.

Article 285

The property management service enterprise or
otherwise a manager shall, as entrusted by the unit
owners, manage the buildings and their auxiliary
facilities within the construction zone in accordan-
ce with the provisions of Book Three of this Code
relating to contracts for property management
service, subject itself to the supervision of the unit
owners, and respond to the unit owners’ inquiries
about property management services in a timely
manner.

The property management service enterprise or
other managers shall carry out emergency measu-
res and other management measures implemen-
ted by the government in accordance with law and
actively cooperate in the performance of the rele-
vant work.

Article 286

The unit owners shall abide by laws, regulations,
and the stipulations on management, and their
relevant acts shall meet the requirements of
conserving resources and protecting the ecolo-
gical environment. With respect to the emergen-
cy measures and other management measures
implemented by the government in accordance
with law that are carried out by the property ma-
nagement service enterprise or other managers,
the unit owners shall, in accordance with law, be
cooperative.

With respect to an act impairing the lawful ri-
ghts and interests of others, such as arbitrarily
discarding garbage, discharging pollutants or
noises, feeding and keeping animals in viola-
tion of the stipulations, constructing structures
against rules and regulations, encroaching on
passages, and refusing to pay property manage-
ment fees, the owners’ assembly or the owners’
committee has the right to request the actor to
discontinue such infringements, remove the nu-
isance, eliminate the danger, restore to the ori-
ginal condition, and compensate for the losses
entailed.

Where a unit owner or an actor refuses to perform
the relevant duties, the party concerned may make
a report to, or lodge a complaint with the compe-
tent administrative department, which shall handle
the case in accordance with law.

Article 287

A unit owner has the right to request the develo-
per, the property management service enterprise
or other managers, and other unit owners to bear
civil liability for any act done by them that infringes
upon his lawful rights and interests.

Chapter VII Adjacent Relationships
Article 288

The persons entitled to adjacent rights in immo-
vable property shall properly deal with adjacent
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relationships in accordance with the principles of
facilitation to production, convenience for daily
lives, solidarity and mutual assistance, and fair-
ness and reasonableness.

Article 289

Where there are laws and regulations providing for
adjacent relationships, those provisions shall be
applied. Where there are no such provisions, local
customs may be followed.

Article 290

A person entitled to the real rights in immovable
property shall provide a person entitled to an adja-
cent right the necessary convenience for the use of
water or drainage.

The right to utilization of natural flowing water shall
be reasonably allocated among the persons entit-
led to the adjacent rights of the immovable proper-
ty. When discharging the water, the direction of the
natural water flow shall be respected.

Article 291

A person entitled to the real rights in immovable
property shall provide necessary convenience to
the persons entitled to an adjacent right who have
to utilize his land for passage, and the like.

Article 292

Where a person entitled to the real rights in immo-
vable property has to utilize the adjacent land or
building for constructing or maintaining a building,
or for laying electrical wires, cables, or the pipeli-
nes for water, heating, gas, or the like, the person
entitled to the real rights in the adjacent land or
building shall provide the necessary convenience.

Article 293

The construction of a building may not violate the
relevant construction standards of the State or ob-
struct the ventilation, lighting, or sunlight of the
adjacent buildings.

Article 294

A person entitled to the real rights in immovable
property may not, in violation of the regulations of
the State, discard solid wastes or emit harmful sub-
stances such as atmospheric pollutants, water pol-
lutants, soil pollutants, noises, light radiation, and
electromagnetic radiation.

Article 295

A person entitled to the real rights in immovable
property may not endanger the safety of the adja-
cent immovable property when excavating land,
constructing buildings, laying pipelines, installing
facilities, or the like.

Article 296

A person entitled to the real rights in immovable
property who utilizes the adjacent immovable pro-
perty for the purpose of using water, drainage, pas-
sage, laying pipelines, and the like, shall spare no
effort to avoid causing damage to the person en-
titled to the real rights in the adjacent immovable
property.

Chapter VIII Co-ownership

Article 297

Immovable or movable property may be co-ow-
ned by two or more organizations or individuals.
Co-ownership consists of co-ownership by shares
and joint co-ownership.

Article 298

Co-owners by shares have the ownership of the
co-owned immovable or movable property accor-
ding to their shares.

Article 299
Joint co-owners jointly have the ownership of the
co-owned immovable or movable property.

Article 300

The co-owners shall manage the co-owned immo-
vable or movable property in accordance with their
agreement. Where there is no agreement or the
agreement is unclear, each co-owner is entitled and
obligated to manage it.

Article 301

Unless otherwise agreed by the co-owners, any di-
sposition of the co-owned immovable or movable
property, or any major repair or change of the na-
ture or intended use of the co-owned immovable
or movable property shall be subject to the consent
of the co-owners by shares whose shares account
for two thirds or more of the total shares, or to the
consent of all joint co-owners.
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Article 302

The management expenses of and other burdens
on a thing co-owned by the co-owners shall be bor-
ne according to the agreement among the co-ow-
ners where there is such an agreement; where
there is no agreement or the agreement is unclear,
these expenses shall be borne by the co-owners by
shares proportionally, and by the joint co-owners
jointly.

Article 303

Where the co-owners have agreed not to partition
the co-owned immovable or movable property in
order to maintain the co-ownership, the agree-
ment shall be followed, provided that a co-owner
may request partition if there is a compelling re-
ason for partition. Where there is no agreement
or the agreement is unclear, a co-owner by shares
may request partition at any time, whereas a joint
co-owner may request partition in case the basis
for the joint ownership ceases to exist or there is
a compelling reason for partition. Compensation
shall be made if partition causes damage to the
other co-owners.

Article 304

The co-owners may determine through negotiation
the way of partition of the co-owned thing. Whe-
re they fail to reach an agreement, and where the
co-owned immovable or movable property is divi-
sible and its value is not diminished upon division,
partition in kind shall be effected; where it is diffi-
cult to divide the co-owned thing or where its value
would be impaired upon division, partition shall be
carried out through dividing the proceeds based on
appraisal or obtained from auction or a sale of it.
Where the immovable or movable property acqui-
red by a co-owner by means of partition is defecti-
ve, the other co-owners shall share the losses.

Article 305

A co-owner by shares may transfer the portion of
shares he owned in the co-owned immovable or
movable property. The other co-owners have the
right of pre-emption to buy the shares under equi-
valent conditions.

Article 306

Where a co-owner by shares transfers the portion
of shares he owned in the co-owned immovable or
movable property, he shall notify the other co-ow-

ners of the conditions of transfer in a timely man-
ner. The other co-owners shall exercise their right
of pre-emption within a reasonable period of time.
Where two or more co-owners assert their rights
of pre-emption, they shall determine through ne-
gotiation the proportion of shares each may pur-
chase; where no agreement is reached, they shall
exercise their right of pre-emption in proportion to
the shares they each own at the time of transfer.

Article 307

In terms of external relations, the co-owners are
jointly and severally entitled to claims and are joint-
ly and severally obligated to perform obligations
arising from the co-owned immovable or movable
property, unless it is otherwise provided by law or
where the third person is aware that the co-owners
are not in a relationship of joint and several claims
and obligations. In terms of internal relations, un-
less otherwise agreed by the co-owners, the co-ow-
ners by shares are entitled to claims and obligated
to perform obligations in proportion to the shares
they each own, and the joint co-owners are jointly
entitled to claims and obligated to perform obliga-
tions. A co-owner by shares who has performed the
obligation in excess of his shares has the right of
contribution against the other co-owners.

Article 308

Where there is no agreement among the co-ow-
ners or the agreement is unclear as to whether the
co-owned immovable or movable property is un-
der co-ownership by shares or under joint co-ow-
nership, the immovable or movable property shall
be deemed to be under co-ownership by shares,
unless the co-owners are in a relationship such as
familial relationship and the like.

Article 309

The share of a co-owner by shares in the immo-
vable or movable property shall be determined ac-
cording to his capital contribution where there is
no agreement or the agreement is unclear. Where
it is impossible to determine the amount of capital
contribution, each co-owner by shares shall be en-
titled to an equal share.

Article 310

Where two or more organizations or individuals are
jointly entitled to a right to usufruct or a security in-
terest, the relevant provisions of this Chapter shall
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be applied mutatis mutandis.

Chapter IX
Special Provisions on the Acquisition of Owner-

ship

Article 311

Where a person with no right to dispose of an
immovable or movable property transfers it to
another person, the owner has the right to recover
it; unless otherwise provided by law, the transferee
acquires the ownership of the immovable or mo-
vable property under the following circumstances:
(1) the transferee is in good faith at the time
when the immovable or movable property is tran-
sferred to him;

(2) the transfer is made at a reasonable price;
and
(3) the transferred immovable or movable pro-

perty has been registered as required by law, or has
been delivered to the transferee where registration
is not required.

Where a transferee acquires the ownership of the
immovable or movable property in accordance
with the provisions of the preceding paragraph,
the original owner has the right to claim damages
against the person who disposes of the property
without a right.

Where a party acquires, in good faith, a real right
other than ownership, the provisions of the prece-
ding two paragraphs shall be applied mutatis mu-
tandis.

Article 312

An owner or any other right holder has the right
to recover a lost thing. Where the lost thing is pos-
sessed by another person by way of transfer, the
right holder has the right to claim damages against
the person who disposes of the thing without the
right to disposition, or to request the transferee to
return the original thing within two years from the
date on which the right holder knows or should
have known of the transferee, provided that whe-
re the transferee has acquired the lost thing at
auction or from a qualified business operator, the
right holder shall, at the time of requesting the re-
turn of the original thing, reimburse the expenses
that have been paid by the transferee. The right
holder has, after having reimbursed the expenses
paid by the transferee, the right to indemnifica-

tion against the person who disposes of the thing
without the right to disposition.

Article 313

After a bona fide transferee acquires the movable
property, the original rights in the movable proper-
ty is extinguished, unless the bona fide transferee
knows or should have known of such rights at the
time of the transfer.

Article 314

Where a lost thing is found, it shall be returned to
its right holder. The finder shall, in a timely manner,
notify its right holder or hand it over to the relevant
departments such as the department for public se-
curity.

Article 315

Where the relevant department receives a lost thing
and knows who is its right holder, the department
shall, in a timely manner, notify him to collect the
lost thing; where the department does not know
who is the right holder, it shall issue a lost-and-found
notice in a timely manner.

Article 316

A finder shall well keep a lost thing before it is deli-
vered to the relevant department, and the relevant
department shall well keep it before it is collected.
A person who, intentionally or by gross negligen-
ce, causes the lost thing in his custody to be de-
structed, damaged, or lost shall bear civil liability.

Article 317

The right holder of a lost thing shall, at the time
of collecting it, pay to the finder or the relevant
department the necessary expenses, such as the
expense for safekeeping the lost thing.

Where a right holder has offered a reward for fin-
ding the lost thing, he shall, at the time of collecting
the lost thing, perform his obligations as promised.

Where a finder misappropriates the lost thing, he
is neither entitled to request reimbursement of
expenses such as the expense for safekeeping the
lost thing, nor entitled to request the right holder
to perform the obligations as promised.

Article 318
Where a lost thing has not been claimed by any-
body within one year from the date the lost-and-
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found notice is publicized, the lost thing is to be
escheated to the State.

Article 319

Where a drifting thing is found or a thing buried un-
derground or hidden is discovered, the provisions
relating to the finding of lost things shall be applied
mutatis mutandis, unless otherwise provided by
law.

Article 320

Where a principal thing is transferred, the acces-
sary thereof shall be transferred concomitantly, un-
less otherwise agreed by the parties.

Article 321

Unless otherwise agreed by the parties, the natural
fruits of a thing shall be acquired by the owner of
the thing, or by a usufructuary if there are both an
owner and a usufructuary of the thing.

The legal proceeds of a thing shall be acquired as
agreed by the parties if there is such an agreement,
or, where there is no agreement or the agreement
is unclear, in accordance with the course of dealing.

Article 322

A thing, that is created as a result of processing, or
combining or mixing with another thing or things,
shall be owned as agreed if there is such an agre-
ement, or in accordance with law if there is no
agreement or the agreement is unclear, or, in the
absence of any provisions in law, be determined in
compliance with the principles of making full use
of the thing and protecting the party without fault.
Where damage is caused to another party owing to
one party’s fault or owing to the determination of
the attribution of the thing, indemnity or compen-
sation shall be paid.

Part Three Rights of Usufruct
Chapter X General Rules

Article 323

A usufructuary has the right to possess, use, and
benefit from the immovable or movable property
owned by another person in accordance with law.

Article 324
Organizations and individuals may, in accordance
with law, possess, use, and benefit from the natu-

ral resources owned by the State, the State-owned
natural resources that are used by collectives, and
the natural resources that are owned by collectives
as provided by law.

Article 325

The State implements a system of compensation
for the use of natural resources, unless otherwise
provided by law.

Article 326

A usufructuary shall, when exercising his right, abi-
de by the provisions of laws on the protection, ra-
tional exploitation, and utilization of resources and
the protection of the ecological environment. The
owner may not interfere with the exercise of such
rights by the usufructuary.

Article 327

Where a right to usufruct is extinguished or adver-
sely affected due to expropriation or requisition
of the immovable or movable property, the usu-
fructuary has the right to compensation according
to the provisions of Articles 243 and 245 of this
Code.

Article 328
The right to use the sea areas that is acquired in
accordance with law is protected by law.

Article 329

The right to explore and mine minerals, to draw
water, and to use waters and mudflats to engage
in aquaculture or fishing that are acquired in accor-
dance with law is protected by law.

Chapter XI

Right to Contractual Management of Land

Article 330

Rural collective economic organizations shall adopt a
two-tier management system, with household con-
tractual management as the basis and integrated with
the collective management.

A system of contractual management of land is
adopted in accordance with law for cultivated land,
forestland, grassland, and other land used for agri-
cultural purposes which are owned by farmers col-
lectively, or owned by the State and used by far-
mers collectively.
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Article 331

A person who has the right to contractual manage-
ment of land is, in accordance with law, entitled to
possess, use, and benefit from the cultivated land,
forestland, and grassland contracted and managed
by him, and to engage in agricultural production
such as crop cultivation, forestry, and animal hu-
sbandry.

Article 332

The term of a contract for cultivated land is 30 ye-
ars. The term of a contract for grassland ranges
from 30 to 50 years. The term of a contract for fore-
stland ranges from 30 to 70 years.

Upon expiration of the term of contract as provided
in the preceding paragraph, the person with the ri-
ght to contractual management of land is entitled
to renew the contract in accordance with the provi-
sions of laws on rural land contracting.

Article 333

A right to contractual management of land is cre-
ated at the time when the contract on the right to
contractual management of land enters into effect.
The registration authority shall issue a certificate,
such as a certificate of the right to contractual ma-
nagement of land, a certificate of the right to fore-
stry, and the like, to the person entitled to the re-
spective right to contractual management of land,
and establish a register for this purpose to record
and confirm such rights.

Article 334

The persons with the rights to contractual ma-
nagement of land are entitled to exchange or
transfer such rights in accordance with law. The
contracted land may not be used for non-agri-
cultural construction purposes without being
approved in accordance with law.

Article 335

Where the rights to contractual management of
land are exchanged or transferred, the parties may
apply to the registration authority for registration;
without registration, such exchange or transfer may
not be asserted against a bona fide third person.

Article 336

Within the term of contract, the party offering the
contract may not adjust the contracted land.

Under special circumstances such as severe dete-

rioration on the contracted land caused by natural
disasters, appropriate adjustments shall be made
in accordance with the provisions of laws on rural
land contracting where necessary.

Article 337

Within the term of contract, the party offering the
contract may not take back the contracted land, un-
less otherwise provided by law.

Article 338

Where the contracted land is expropriated, the
affected person with the right to contractual ma-
nagement of land is entitled to the corresponding
compensation according to the provisions of Article
243 of this Code.

Article 339

A person with the right to contractual management
of land may decide on his own to transfer the right
to management of land to others by leasing, contri-
buting it as shares, or other means in accordance
with law.

Article 340

Within the time limit as agreed in the contract, the
person with the right to management of land is en-
titled to possess the rural land, to carry out agricul-
tural production and operation on his own, and to
benefit therefrom.

Article 341

The right to management of land which is tran-
sferred for a term of five years or longer is created
when the contract for the transfer enters into force.
The parties may apply to the registration authority
for registration of the right to management of land;
without registration, such a right may not be asser-
ted against a bona fide third person.

Article 342

Where rural land is contracted by means including
bidding, auction, or open negotiation, for which
a title certificate is obtained through registration
in accordance with law, the right to manage such
land may, in accordance with law, be transferred by
means of leasing, contributing it as shares, mortga-
ging, or by other means.

Article 343
Where contractual management is adopted for the
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State-owned land that is used for agricultural pur-
poses, the relevant provisions of this Book shall be
applied mutatis mutandis.

Chapter XII
Right to Use Land for Construction Purposes

Article 344

With respect to the State-owned land zoned for
construction purposes, a person with the right to
use a lot of such land is entitled to possess, use,
and benefit from the lot, and to use it to construct
buildings, structures, and auxiliary facilities.

Article 345

The right to use a lot of land for construction pur-
poses may be created separately on the surface of,
above, or below the lot of land.

Article 346

The right to use a lot of land for construction purpo-
ses shall be created in conformity with the require-
ments for conservation of resources and protection
of the ecological environment, and in compliance
with the provisions of laws and administrative re-
gulations on the planned use of the lot, and may
not impair the rights to usufruct already created
thereon.

Article 347

The right to use a lot of land for construction pur-
poses may be created by way of transfer or gratui-
tous grant.

The bidding, auction, or other means of public bid-
ding shall be adopted in transferring a lot of land
used for business purposes, such as for industrial,
commercial, tourism, recreational, and commercial
residential purposes, or where there are two or
more intended users competing for the right to use
the same lot of land .

The creation of a right to use a lot of land for con-
struction purposes by way of gratuitous grant is
strictly restricted.

Article 348

Where a right to use a lot of land for construction
purposes is created through bidding, auction, agre-
ement, or other means of transfer, the parties shall
enter into a contract in writing for the transfer of the
right to use the lot of land for construction purposes.

A contract for the transfer of the right to use a lot of
land for construction purposes generally contains
the following clauses:

(1) the name and address of each party;
(2) the metes and bounds and area of the lot
of land;

(3) the space occupied by the buildings,
structures, and the auxiliary facilities thereof;

(4) the planned use and zoning conditions of
the lot;

(5) the term of the right to use the lot of land
for construction purposes;

(6) the transfer fee and other fees, and the
mode of payment thereof; and

(7) the means of dispute resolution.

Article 349

To create a right to use a lot of land for construction
purposes, application shall be filed with the registra-
tion authority for the registration of the right. The
right to use a lot of land for construction purposes is
created upon registration. The registration authority
shall issue a title certificate to the person entitled to
the right.

Article 350

A person who has the right to use a lot of land for
construction purposes shall make reasonable use of
the lot and may not change its planned use. Whe-
re it is necessary to change the planned use of the
lot, approval shall be obtained from the competent
administrative department in accordance with law.

Article 351

A person who has the right to use a lot of land for
construction purposes shall pay the transfer fee and
other fees in accordance with law and the contract.

Article 352

The ownership of buildings, structures, and au-
xiliary facilities thereof constructed by a person
with the right to use the lot of land for con-
struction purposes belongs to the person, unless
it is proved by evidence to the contrary.

Article 353

Unless otherwise provided by law, the persons with
a right to use a lot of land for construction purposes
are entitled to transfer, exchange, offer as capital
contribution, give away as a gift, or mortgage their
rights.
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Article 354

Where a right to use a lot of land for construction
purposes is transferred, exchanged, offered as ca-
pital contribution, given away as a gift, or mortga-
ged, the parties shall enter into a contract thereon
in writing. The term of the use shall be agreed upon
by the parties, provided that it may not exceed the
remaining term of the right to use the lot of land for
construction purposes.

Article 355

Where a right to use a lot of land for construction
purposes is transferred, exchanged, offered as capi-
tal contribution, or given away as a gift, an applica-
tion for registration of the change shall be filed with
the registration authority.

Article 356

Where a right to use a lot of land for construction
purposes is transferred, exchanged, offered as ca-
pital contribution, or given away as a gift, the bu-
ildings, structures, and auxiliary facilities thereof
attached to the land shall be disposed of concomi-
tantly.

Article 357

Where a building or structure, and auxiliary facili-
ties thereof are transferred, exchanged, offered as
capital contribution, or given away as a gift, the ri-
ght to use the lot of land for construction purposes
in the lot of land occupied by the building, structu-
re, and auxiliary facilities thereof shall be disposed
of concomitantly.

Article 358

Where a right to use a lot of land for construction
purposes needs to be taken back prior to expiration
of its term for public interest purposes, compensa-
tion shall be paid for the houses and other immo-
vable property on the land according to the provi-
sions of Article 243 of this Code, and the portion of
the unused transfer fee shall be refunded.

Article 359

The right to use a lot of land for construction of re-
sidential buildings is automatically renewed upon
expiration of the term. The payment, reduction, or
exemption of the renewal fees shall be dealt with in
accordance with the provisions of laws and admini-
strative regulations.

The renewal of the right to use a lot of land for con-

struction of buildings other than residences, upon
expiration of the term, shall be dealt with in accor-
dance with the provisions of the laws. The owner-
ship of the buildings and other immovable property
on such lot of land shall be determined in accordan-
ce with the agreement, or, where there is no agre-
ement or the agreement is unclear, in accordance
with the provisions of laws and administrative regu-
lations .

Article 360

Where a right to use a lot of land for construction
purposes is extinguished, the transferor of the right
shall deregister the right in a timely manner. The
registration authority shall withdraw the title cer-
tificate thereof.

Article 361

The using of a lot of collectively-owned land for
construction purposes shall be dealt with in accor-
dance with the provisions of the laws on land ad-
ministration.

Chapter XIII Right to Use a House Site

Article 362
A person who has the right to use a house site is
entitled to possess and use the lot of land owned
by the collective, and to utilize such lot of land to
build a dwelling and auxiliary facilities in accordan-
ce with law.

Article 363

The acquisition, exercise, and transfer of the right
to use a house site are governed by the laws on
land administration and the relevant regulations of
the State.

Article 364

Where a house site is destroyed due to natural di-
sasters or for other reasons, the right to use the
house site is extinguished. A new house site shall
be allocated in accordance with law to the villagers
who have lost their house site.

Article 365

Where a registered right to use a house site is tran-
sferred or extinguished, registration of the change
or deregistration of the right shall be made in a ti-
mely manner.
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Chapter XIV Right of Habitation

Article 366

A person with a right of habitation is entitled to the
right to usufruct of possessing and using another
person’s dwelling as agreed in the contract, so as to
meet his needs of habitation.

Article 367

To create a right of habitation, the parties shall en-
ter into a contract on such a right in writing.

A contract on a right of habitation generally con-
tains the following clauses:

(1) the name and address of each party;

(2) the location of the dwelling;

(3) the conditions and requirements for the
habitation;

(4) the duration of the right of habitation; and
(5) the means of dispute resolution.

Article 368

A right of habitation shall be created free of charge,
unless otherwise agreed by the parties. To create a
right of habitation, an application for the registra-
tion of the right shall be filed with the registration
authority. The right of habitation is created upon
registration.

Article 369

A right of habitation may not be transferred or inhe-
rited. The dwelling in which a right of habitation is
created may not be let on lease, unless otherwise
agreed by the parties.

Article 370

A right of habitation is extinguished if the term of
the right expires, or if the person entitled to the ri-
ght deceases. Where a right of habitation is extin-
guished, deregistration of the right shall be made in
a timely manner.

Article 371

Where a right of habitation is created by will, the
relevant provisions of this Chapter shall be applied
mutatis mutandis.

Chapter XV Easements
Article 372

A person who has a right to easement is entitled to
utilize the immovable property of another person

as agreed in a contract so as to enhance the effi-
ciency of his own immovable property.

The immovable property of another person refer-
red to in the preceding paragraph is the servient
land, and the immovable property of the person
entitled to the easement is the dominant land.

Article 373

To create an easement, the parties shall enter into
an easement contract in writing.

An easement contract generally contains the fol-
lowing clauses:

(1) the name and address of each party;

(2) the location of the servient land and the
dominant land;

(3) the purposes and methods of utilizing the
servient land;

(4) the duration of the easement;

(5) the fees and the mode of payment; and
(6) the means of dispute resolution.
Article 374

An easement is created at the time the easement
contract enters into effect. Where the parties re-
quest for registration, applications may be filed
with the registration authority for the registration
of the easement; without registration, such an ea-
sement may not be asserted against a bona fide
third person.

Article 375

Aright holder of the immovable property served as
the servient land shall allow the person entitled to
an easement to utilize the immovable property as
agreed in the contract and may not interfere with
the exercise of the right to easement by such per-
son.

Article 376

A person entitled to an easement shall utilize the
servient land in accordance with the purposes and
methods of utilization as agreed in the contract,
and minimize restrictions on the real rights of the
right holder in the servient land.

Article 377

The duration of an easement shall be agreed upon
by the parties, provided that it may not exceed the
remaining term of the right to usufruct, such as the
right to contractual management of land or the ri-
ght to use a lot of land for construction purposes.
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Article 378

Where an owner of a lot of land is entitled to or
is encumbered with an easement, when a right
to usufruct, such as a right to contractual ma-
nagement of land or a right to use a house site
is created on the lot of land, the usufructuary
shall continue to be entitled to or be encumbe-
red with the easement thereon that has already
been created.

Article 379

Where a right to usufruct, such as a right to con-
tractual management of land, a right to use a lot of
land for construction purposes, and a right to use
a house site, has already been created on a lot of
land, the owner of the lot of land may not create
an easement on the lot without the consent of the
usufructuary.

Article 380

An easement may not be transferred separately.
Where a right to contractual management of land,
a right to use a lot of land for construction purpo-
ses and the like rights are transferred, the easement
shall be transferred concomitantly, unless otherwise
agreed in the contract.

Article 381

An easement may not be mortgaged separately.
Where a right to contractual management of land,
a right to use a lot of land for construction purpo-
ses, and the like rights are mortgaged, the easement
shall be transferred concomitantly upon enforce-
ment of the mortgage.

Article 382

Where a right to easement is involved when the
dominant land and a right to contractual manage-
ment of land, a right to use a lot of land for con-
struction purposes, and the like rights thereon are
partially transferred, the transferee is simultaneou-
sly entitled to the easement.

Article 383

Where aright to easement is involved when the ser-
vient land and a right to contractual management
of land, a right to use a lot of land for construction
purposes, and the like rights thereon are partially
transferred, the easement is legally binding on the
transferee.

Article 384

Where a person entitled to an easement is under
any of the following circumstances, the person who
has the right to the servient land is entitled to re-
scind the easement contract to extinguish the ea-
sement:

(2) abusing the right to easement in violation
of the provisions of laws or the contract; or
(2) in case of paid use of the servient land,

failing to pay the relevant fees despite of receipt
of two warning notices within a reasonable period
of time after the payment is due according to the
agreement.

Article 385

Where a registered easement is altered, transfer-
red, or extinguished, the registration of the change
or deregistration shall be made in a timely manner.

Part Four Security Interests

Chapter XVI General Rules

Article 386

Where a debtor fails to perform his obligations due,
or any event upon which an security interest is to
be enforced as agreed upon by the parties occurs,
the person entitled to the security interest has pri-
ority to be paid from the collateral in accordance
with law, unless otherwise provided by law.

Article 387

Where a creditor needs to secure his claims in a ci-
vil activity such as lending, buying and selling, and
the like, he may create a security interest in accor-
dance with the provisions of this Code and other
laws.

Where a third person provides security to the cre-
ditor for the debtor, the debtor may be requested
to provide a counter-security. Counter-security
shall be governed by the provisions of this Code
and other laws.

Article 388

To create a security interest, a security contract
shall be entered into in accordance with the provi-
sions of this Code and other laws. Security contracts
include mortgage contracts, pledge contracts, and
other contracts with a function of security. A secu-
rity contract is a contract secondary to the principal
contract with the principal claims and obligations.
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Where the principal contract is void, the security
contract is also void, unless otherwise provided by
law.

Where a security contract is determined to be void,
if the debtor, the security provider, and the creditor
are at fault, they shall each bear civil liability in pro-
portion to their fault.

Article 389

Unless otherwise agreed by the parties, the scope
covered by a security interest includes the principal
claim and its interests based on the principal con-
tract, liquidated damages, compensatory damages,
and the expenses arising from safekeeping the col-
lateral and enforcing the security interests.

Article 390

Where a collateral is destructed, damaged, or lost,
or is expropriated during the secured period, the
person entitled to a security interest has priority to
be paid from the insurance payment, compensa-
tion, or indemnity received on the collateral. Whe-
re the collateral is destructed, damaged, or lost, or
is expropriated prior to the due date of performan-
ce of the secured claim, the insurance payment,
compensation, or indemnity may also be placed in
esCrow.

Article 391

Where a third person provides security and the
creditor allows the debtor to transfer all or part of
the secured obligations without the third person’s
written consent, the security provider is no longer
liable for securing the part of the obligations so
transferred.

Article 392

Where a claim is secured by both a collateral and a
surety, and the debtor fails to perform his obligations
due or any event upon which a security interest is to
be enforced as agreed upon by the parties occurs,
the creditor shall enforce the claim in accordance
with the agreement. Where there is no agreement
or the agreement is unclear, if the collateral is pro-
vided by the debtor, the creditor shall first enforce
the claim against the collateral, and if the collateral
is provided by a third person, the creditor may elect
to enforce the claim against the collateral or request
the surety to assume liability. After the third person
who provides security has assumed such liability, he
has the right of indemnification against the debtor.

Article 393
A security interest is extinguished under any of the
following circumstances:

(1) the claim under the principal contract is ex-
tinguished;

(2) the security interest is enforced;

(3) the creditor waives his security interest; or
(4) there exists any other circumstance in whi-

ch security interest is extinguished as provided by
law.

Chapter XVII Mortgage
Section 1 General Mortgage

Article 394

Where a debtor or a third person, in order to se-
cure the performance of an obligation, mortgages
his property to the creditor without relinquishing
the possession of the property, the creditor has
priority to be paid from the collateral if the debtor
fails to perform his obligation due or an event
upon the occurrence of which the security inte-
rest in the collateral is to be enforced as agreed by
the parties occurs.

The debtor or the third person as specified in the
preceding paragraph is the mortgagor, the creditor
is the mortgagee, and the collateral mortgaged to
secure the claim is the mortgaged property.

Article 395

The following property, which the debtor or a third
person is entitled to dispose of, may be mortgaged:
(1) buildings and other things attached to the
land;

(2) theright to use a lot of land for construction
purposes;

(3) the right to use the sea areas;

(4) production equipment, raw materials,
work in process, and finished products;

(5) buildings, vessels, and aircraft under con-
struction;

(6) vehicles for transport; and

(7) other property not prohibited by laws or
administrative regulations from being mortgaged.
A mortgagor may mortgage the property listed in
the preceding paragraph concurrently.

Article 396
An enterprise, an individual-run industrial and
commercial household, or an agricultural pro-
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duction operator may mortgage their production
equipment, raw materials, work in process, and
finished products that they currently own or there-
after acquired, and if the debtor fails to perform his
obligations due or any event upon which a security
interest in the mortgaged property is to be enfor-
ced as agreed by the parties occurs, the creditor
has priority to be paid from the movable property
determined at the time when the mortgaged pro-
perty is ascertained.

Article 397

Where a building is mortgaged, the right to use the
lot of land in the area occupied by the building for
construction purposes shall be mortgaged conco-
mitantly.

Where a right to use a lot of land for construction
purposes is mortgaged, any building on the lot of
land shall be mortgaged concomitantly.

Where a mortgagor fails to concomitantly mortga-
ge the property as provided in the preceding para-
graph, the unmortgaged property in question shall
be deemed to be concomitantly mortgaged.

Article 398

A right to use a lot of land for construction purpo-
ses of a township or village enterprise may not be
mortgaged separately. Where a factory premise or
any other building of a township or village enterpri-
se is mortgaged, the right to use the lot of land in
the area occupied by the building for construction
purposes shall be concomitantly mortgaged.

Article 399

The following property may not be mortgaged:

(1) land ownership;

(2) the right to use the land owned by a col-
lective, such as house sites, land and hills retained
for household use, unless it may be mortgaged as
provided by law;

(3) educational facilities, medical and heal-
th facilities, and other public welfare facilities of
non-profit legal persons established for public wel-
fare purposes, such as schools, kindergartens, and
medical institutions;

(4) property of which the ownership or right to
the use is unclear or disputed;

(5) property that has been seized, detained, or
placed under custody in accordance with law; and
(6) other property that may not be mortgaged

as provided by laws or administrative regulations.

Article 400

To create a mortgage, the parties shall enter into a
mortgage contract in writing. A mortgage contract
generally contains the following terms:

(2) the type and amount of the secured claim;
(2) the term during which the debtor shall per-
form obligations;

(3) such particulars as the name and quantity
of the mortgaged property; and

(4) the scope of the security interest covered.

Article 401

Where, prior to the due date of performance of an
obligation, the mortgagee reaches an agreement
with the mortgagor under which the mortgaged
property belongs to the creditor in the event that
the debtor fails to perform the obligation due, the
mortgagee, regardless, may only have priority to be
paid from the mortgaged property in accordance
with law.

Article 402

To create a mortgage on the property as specified
in Subparagraphs (1) through

(3) of the first paragraph of Article 395, or
on the building under construction as specified
in Subparagraph (5) of the first paragraph of this
Code, registration shall be made for the mortgage.
The mortgage shall be created upon registration.

Article 403

A mortgage on movable property shall be created
at the time when the mortgage contract enters into
effect; without registration, such a mortgage may
not be asserted against a bona fide third person.

Article 404

A mortgage on movable property may not be asser-
ted against a buyer who has paid a reasonable pur-
chase price and acquired the mortgaged property in
the ordinary course of business.

Article 405

Where a mortgaged property has been let to and
possessed by another person prior to creation of
the mortgage, the lease relationship shall not be
affected by the mortgage.
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Article 406

A mortgagor may transfer the mortgaged property
to another person during the term of the mortgage
unless otherwise agreed by the parties. The tran-
sfer of the mortgaged property shall not affect the
mortgage.

A mortgagor who transfers the mortgaged proper-
ty to another person shall notify the mortgagee in
a timely manner. The mortgagee may request the
mortgagor to apply the proceeds of the transfer to
pay off the obligation before it is due, or place such
proceeds in escrow where he may establish that
the transfer of the mortgaged property may impair
his right to the mortgage. The portion of the pro-
ceeds obtained from the transfer in excess of the
amount of the obligation owed shall belong to the
mortgagor, while any deficiency shall be satisfied
by the debtor.

Article 407

A mortgage may not be transferred separately
from the underlying claim or be used as security
for another claim. Where a claim is transferred, the
mortgage securing the claim shall be transferred
concomitantly with it, unless otherwise provided by
law or agreed by the parties.

Article 408

Where an act of a mortgagor suffices to reduce the
value of the mortgaged property, the mortgagee is
entitled to request the mortgagor to refrain from
performing such an act. Where the value of the
mortgaged property is reduced, the mortgagee is
entitled to request the mortgagor to restore its va-
lue or provide additional security to the extent of
the reduced value. Where the mortgagor neither
restores the original value of the mortgaged pro-
perty, nor provides additional security therefor, the
mortgagee is entitled to request the debtor to pay
off the debt before it is due.

Article 409

A mortgagee may waive his right to the mortga-
ge, or waive his priority order in the line of the
mortgagees. A mortgagee and the mortgagor
may reach an agreement to change such things
as the mortgagee’s priority order in the line of
the mortgagees and the amount of the secured
claim, provided that any change to the mortgage
may not adversely affect the other mortgagees
without their written consent.

Where a debtor creates a mortgage on his own
property, and the mortgagee waives his right to the
mortgage and his priority order in the line of mor-
tgagees, or changes the mortgage, the other secu-
rity providers shall be exempted from the security
liability to the extent of the rights and interests of
the mortgagee that are forfeited owing to the wai-
ver of his priority to be paid from the mortgaged
property, unless the other security providers are
committed to still provide security.

Article 410

Where a debtor fails to perform his obligation due
or an event upon which a mortgage is to be enfor-
ced as agreed upon by the parties occurs, the mor-
tgagee may, upon agreement with the mortgagor,
have the priority right to appraise and accept the
mortgaged property, or apply the proceeds obtai-
ned from auction or sale of the mortgaged proper-
ty to satisfy his claim against the mortgagor. Where
the agreement is detrimental to the interests of
other creditors, the other creditors may request
the people’s court to rescind the agreement.
Where a mortgagee and a mortgagor fail to rea-
ch an agreement on the methods of enforcing the
mortgage, the mortgagee may request the people’s
court to have the mortgaged property sold at au-
ction orin asale.

The appraisal or sale of the mortgaged property
shall be based on the market price thereof.

Article 411

Where a mortgage is created in accordance with
the provisions of

Article 396 of this Code, the mortgaged property
shall be ascertained at the time when one of the
following circumstances occurs:

(1) the claim is not satisfied upon expiration of
the term of performance of the obligation;

(2) the mortgagor is declared bankrupt or dis-
solved;

(3) an event upon which the mortgage is to be
enforced as agreed upon by the parties occurs; or
(4) any other circumstance that seriously af-

fects the enforcement of the claim.

Article 412

Where a debtor fails to perform his obligation due
or an event upon the occurrence of which the mor-
tgage is to be enforced as agreed upon by the par-
ties occurs, resulting in the seizure of the mortga-
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ged property by the people’s court in accordance
with law, the mortgagee is entitled to collect the
natural fruits or legal proceeds accrued from the
mortgaged property as of the date of the seizure,
unless the mortgagee fails to notify the person who
is obligated to pay off the legal proceeds.

The fruits or proceeds as specified in the preceding
paragraph shall first be applied to offset the expen-
ses of collecting them.

Article 413

Where the appraised value of a mortgaged proper-
ty or the proceeds obtained from auction or sale of
itis in excess of the amount of the obligation owed,
the excessive portion shall belong to the mortga-
gor, while any deficiency shall be satisfied by the
debtor.

Article 414

Where a property is mortgaged to two or more cre-
ditors, the proceeds obtained from auction or sale of
the mortgaged property shall be applied in accordan-
ce with the following provisions:

(1) where the mortgages have all been registe-
red, the order of payment is based on the priority
in time of registration;

(2) a registered mortgage has priority over an
unregistered mortgage to be paid;

and

(3) where none of the mortgages are registe-

red, payment shall be made on a pro

rata basis against the claims.

The preceding paragraph shall be applied muta-
tis mutandis with regard to the priority order of
payment for other security interests that are regi-
strable.

Article 415

Where both a mortgage and a pledge are created
on the same property, the priority order of pay-
ment with the proceeds obtained from auction or
sale of the property shall be based on the priority
in time of registration and delivery of the property.

Article 416

Where a principal claim secured by a mortgage on
movable property is the purchase price of the mor-
tgaged property, and registration for the mortgage
is made within 10 days after delivery of the proper-
ty, the mortgagee has the priority to be paid over
the other persons, other than a lienholder, who

have security interests thereon in relation to the
purchaser of the mortgaged property.

Article 417

Where a right to use a lot of land for construction
purposes is mortgaged, any newly added buildings
on the lot of land are not part of the mortgaged
property. Upon enforcement of the mortgage on
the right to use the lot of land for construction pur-
poses, the newly added buildings on such land shall
be disposed of concomitantly with the right to use
such land for construction purposes, provided that
the mortgagee has no priority to be paid from the
proceeds obtained from disposition of the newly
added buildings.

Article 418

Where a right to use a lot of land owned by a col-
lective is mortgaged in accordance with law, the
nature of the ownership and the purpose of use of
the land may not be altered without going through
statutory procedures after the mortgage is enfor-
ced.

Article 419

A mortgagee shall exercise his right to mortgage
within the limitation period for claiming against the
principal obligation; otherwise no protection may
be provided by the people’s court.

Section 2
Maximum Mortgage for Floating Claims

Article 420

Where a debtor or a third person provides a col-
lateral for future claims that will arise consecuti-
vely within a certain period of time to secure per-
formance of the obligations, if the debtor fails to
perform an obligation due or an event upon which
such a mortgage is to be enforced as agreed upon
by the parties occurs, the mortgagee has the prio-
rity to be paid from the mortgaged property up to
the maximum amount of his claim.

A claim that exists prior to the creation of the ma-
ximum mortgage for floating claims may, upon con-
sent of the parties, be included in the claims secu-
red by such a mortgage.
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Article 421

Before the claims secured by the maximum mort-
gage for floating claims are ascertained, where part
of the claims is transferred, the mortgage may not
be transferred unless otherwise agreed by the par-
ties.

Article 422

Before the claims secured by a maximum mortgage
for floating claims are ascertained, the mortgagee
and the mortgagor may change by agreement the
period of time for the ascertainment of the claims,
the scope of the claims, and the maximum amount
of the claims, provided that such changes may not
adversely affect other mortgagees.

Article 423
The claims of the mortgagee are ascertained under
one of the following circumstances:

(1) where the agreed period of time for the
claims to be ascertained expires;
(2) where there is no agreement on the pe-

riod of time for the claims to be ascertained or the
agreement is unclear , and the mortgagee or the
mortgagor requests for ascertainment of the claims
after the lapse of two years from the date of the
creation of the mortgage;

(3) where it is impossible for a new claim to
arise;
(4) where the mortgagee knows or should

have known that the mortgaged property has been
seized or detained;

(5) where the debtor or the mortgagor is de-
clared bankrupt or dissolved; or
(6) any other circumstance under which the

claims are to be ascertained as provided by law.

Article 424

In addition to the provisions of this Section, the re-
levant provisions of Section 1 of this Chapter shall
be applied to the maximum mortgage for floating
claims.

Chapter XVIII Pledge

Section 1

Pledge in Movable Property

Article 425
Where a debtor or a third person pledges his mo-

vable property to the creditor for possession in or-
der to secure the performance of an obligation, if
the debtor fails to perform the obligation due or
an event upon the occurrence of which the pledge
is to be enforced as agreed upon by the parties oc-
curs, the creditor has priority to be paid from the
movable property.

The debtor or third person as specified in the pre-
ceding paragraph is the pledgor, the creditor is the
pledgee, and the movable property delivered is the
pledged property.

Article 426

Movable property may not be pledged where its
transfer is prohibited by laws or administrative re-
gulations.

Article 427

To create a pledge, the parties shall enter into a ple-
dge contract in writing. A pledge contract generally
contains the following clauses:

(1) the type and amount of the secured claim;
(2) the term for the debtor to perform the
obligation;

(3) such particulars as the name and quantity
of the pledged property;

(4) the scope of the security covered; and

(5) the time for and the mode of the delivery
of the pledged property.

Article 428

Where, prior to the due date of performance of an
obligation, the pledgee reaches an agreement with
the pledgor under which the pledged property be-
longs to the creditor in the event that the debtor
fails to perform the obligation due, the pledgee, re-
gardless, may only have priority to be paid from the
pledged property in accordance with law.

Article 429
A pledge is created upon delivery of the pledged
property by the pledgor.

Article 430

A pledgee has the right to collect the fruits and pro-
ceeds accrued from the pledged property unless
otherwise agreed in the contract.

The fruits and proceeds as specified in the prece-
ding paragraph shall first be applied to offset the
expenses of collection of them.
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Article 431

A pledgee who, during the effective period of the
pledge, uses or disposes of the pledged property wi-
thout the consent of the pledgor and thus causes da-
mage to the latter shall be liable for compensation.

Article 432

A pledgee is obligated to well keep the pledged pro-
perty, and shall be liable for compensation where
the pledged property is destructed, damaged, or
lost due to his improper custody.

Where the pledgee’s act is likely to cause the pled-
ged property to be destructed, damaged, or lost, the
pledgor may request the pledgee to place the ple-
dged property in escrow, or request the pledgee to
discharge the obligation before it is due and return
the pledged property.

Article 433

Where, due to a cause the pledgee is not respon-
sible for, the pledged property is likely to be dama-
ged or significantly diminished in value which suffi-
ces to jeopardize the pledgee’s rights, the pledgee
has the right to request the pledgor to provide ad-
ditional security; where the pledgor fails to do so,
the pledgee may have the pledged property sold
at auction or in a sale and may, by agreement with
the pledgor, apply the proceeds obtained from the
auction or sale to discharge the obligation before it
is due or place such proceeds in escrow.

Article 434

A pledgee shall be liable for compensation where
he, during the effective period of the pledge, reple-
dges the pledged property without the consent of
the pledgor to a third person and thus causes de-
struction, damage, or loss to the pledged property.

Article 435

A pledgee may waive his right to the pledge. Whe-
re a debtor creates a pledge on his own property
and the pledgee waives his right to the pledge, the
other security providers shall be exempted from
the security liability to the extent of the rights and
interests of the pledgee that are forfeited owing to
the waiver of his priority to be paid from the colla-
teral, unless the other security providers are com-
mitted to still provide security.

Article 436
A pledgee shall return the pledged property after

the debtor has performed his obligation or the ple-
dgor has paid the secured claim before it is due.
Where a debtor fails to perform an obligation due
or an event upon the occurrence of which the ple-
dge is to be enforced as agreed upon by the parties
occurs, the pledgee may, by agreement with the
pledgor, appraise and accept the pledged property
as satisfaction of his claim, or have priority to be
paid from the proceeds obtained from auction or
sale of the pledged property.

The appraisal or sale of the pledged property shall
be based on the market price.

Article 437

A pledgor may request the pledgee to enforce the
pledge in a timely manner after expiration of the
period for the performance of the obligation; whe-
re the pledgee fails to do so, the pledgor may re-
quest the people’s court to have the pledged pro-
perty sold at auction or in a sale.

Where a pledgor requests the pledgee to enforce
the pledge in a timely manner, and damage is cau-
sed to the pledgor owing to the pledgee’s indolen-
ce in doing so, the pledgee shall be liable for com-
pensation.

Article 438

After a pledged property is appraised and accepted
by the pledgee as full or partial satisfaction of his
claim, or is sold at auction or in a sale, where the
value of the pledged property as appraised or the
proceeds obtained from auction or sale is in excess
of the amount of the obligation owed, the exces-
sive portion shall belong to the pledgor, while any
deficiency shall be satisfied by the debtor.

Article 439

A pledgor and a pledgee may create a maximum
pledge for floating claims upon agreement.

In addition to the relevant provisions of this Section,
the relevant provisions of Section 2 of Chapter 17
of this Book shall be applied mutatis mutandis to
the maximum pledge for floating claims.

Section 2 Pledge on a Right

Article 440

The following rights, which a debtor or a third per-
son is entitled to dispose of, may be pledged:

(1) bills of exchange, promissory notes, and
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checks;

(2) bonds and certificates of deposits;

(3) warehouse receipts and bills of lading;

(4) transferable fund shares and equity;

(5) transferable proprietary rights consisted in

intellectual property such as the right to the exclu-
sive use of registered trademarks, patent rights,
and copyrights;

(6) existing and after-acquired accounts recei-
vables; and

(7) other proprietary rights that may be pled-
ged in accordance with the provisions of laws and
administrative regulations.

Article 441

Unless otherwise provided by law, a pledge on a bill
of exchange, promissory note, check, bond, certifi-
cate of deposits, warehouse receipt, or bill of lading
is created at the time when the certificate of such a
right is delivered to the pledgee, or, in the absence
of such a certificate, at the time when the pledge is
registered.

Article 442

Where the maturity date for the payment or the
delivery of goods against a pledged bill of exchange,
promissory note, check, bond, certificate of deposi-
ts, warehouse receipt, or bill of lading precedes the
due date of the principal claim, the pledgee may
cash the certificate or take delivery of the goods,
and, upon agreement with the pledgor, apply the
purchase price or the goods accepted to discharge
the obligation before it is due or place it in escrow.

Article 443

A pledge on fund shares or equity is created upon
registration of the pledge.

The fund shares or equity, after being pledged, may
not be transferred unless otherwise agreed by the
pledgor and the pledgee through consultation. The
proceeds obtained by the pledgor from the tran-
sfer of the pledged fund shares or equity shall be
applied to pay to the pledgee to discharge the obli-
gation before it is due or be placed in escrow.

Article 444

A pledge on a proprietary right in intellectual pro-
perty, such as the right to the exclusive use of a re-
gistered trademark, a patent right, or copyright, is
created upon registration.

A proprietary right in intellectual property, after

being pledged, may not be transferred or licen-
sed by the pledgor to another person, unless
otherwise agreed by the pledgor and the pledgee
through consultation. The proceeds obtained by
the pledgor from the transfer or licensing of the
proprietary right in the pledged intellectual pro-
perty shall be applied to pay to the pledgee to
discharge the obligation before it is due or be
placed in escrow.

Article 445

A pledge on an account receivable is created upon
registration.

An account receivable, after being pledged, may
not be transferred unless otherwise agreed by the
pledgor and the pledgee through consultation. The
proceeds obtained by the pledgor from the transfer
of the account receivable shall be applied to pay to
the pledgee to discharge the obligation before it is
due or be placed in escrow.

Article 446

In addition to the provisions of this Section, the re-
levant provisions of Section 1 of this Chapter shall
be applied to the pledge on rights.

Chapter XIX Lien

Article 447

Where a debtor fails to perform his obligation due,
the creditor may retain the debtor’s movable pro-
perty which is already in the lawful possession of
the creditor and has priority to be paid from the
movable property.

The creditor as specified in the preceding para-
graph is the lienholder, the movable property in his
possession for this purpose is the property under
lien.

Article 448

The movable property retained under a lien by the
creditor shall be in the same legal relationship as
the underlying claim, unless the lienholder and the
debtor are both enterprises.

Article 449

The movable property that may not be retained
under a lien as provided by law or agreed by the
parties may not be so retained.
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Article 450

Where the property retained under a lien is a divi-
sible thing, the value of the retained property shall
be equivalent to the amount of the obligation.

Article 451

A lienholder is obligated to well keep the retained
property and shall be liable for compensation whe-
re the retained property is destructed, damaged, or
lost due to improper custody.

Article 452

A lienholder has the right to collect the fruits and
proceeds accrued from the property retained un-
der a lien.

The fruits and proceeds as specified in the prece-
ding paragraph shall first be applied to offset the
expenses for collecting them.

Article 453

A lienholder and the debtor shall reach an agree-
ment on the term of performance of the obligation
after the property is retained under the lien; where
there is no agreement or the agreement is unclear,
the lienholder shall give the debtor a period of 60
or more days as the term of performance, unless
the retained movable property is fresh, living, or
perishable so that it is hard to keep it for long. Whe-
re a debtor defaults upon expiration of the term of
performance, the lienholder may, upon agreement
with the debtor, appraise and accept the retained
property to fully or partially satisfy the obligation,
or be paid with priority from the proceeds obtained
from auction or sale of the retained property.

The appraisal or sale of the retained property shall
be based on the market price.

Article 454

A debtor may request the lienholder to enforce the
lien after expiration of the term of performance of
the obligation; where the lienholder fails to do so,
the debtor may request the people’s court to have
the retained property sold at auction or in a sale.

Article 455

After the property retained under a lien is apprai-
sed and accepted by the lienholder as full or partial
satisfaction of his claim, or is sold at auction or in
a sale, where the value of the retained property or
the proceeds obtained from auction or sale of the
retained property is in excess of the amount of the

obligation owed, the excessive portion shall belong
to the debtor, while any deficiency shall be satisfied
by the debtor.

Article 456

Where a lien is created on a movable property on
which a mortgage or pledge has already been crea-
ted, the lienholder has priority to be paid.

Article 457

A lien is extinguished where the lienholder loses
possession of the retained property or accepts
another form of security provided by the debtor.

Part Five Possession
Chapter XX. Possession

Article 458

In the case of possession of immovable or movable
property based on a contractual relationship, mat-
ters such as the use of the immovable or movable
property, the benefits therefrom, and the default
liability shall be subject to the agreement in the
contract; where there is no agreement thereon in
the contract or the agreement is unclear, the rele-
vant provisions of laws shall be applied.

Article 459

Where damage is caused to the immovable or mo-
vable property by its possessor as a result of use of
the property, a mala fide possessor shall be liable
for compensation.

Article 460

Where an immovable or movable property is in the
possession of another person, a person holding a
right in the property may request the possessor to
return the original property and its fruits and pro-
ceeds, provided that the necessary expenses incur-
red by a bona fide possessor for the maintenance of
the immovable or movable property shall be paid.

Article 461

Where the immovable or movable property in
another person’s possession is destructed, dama-
ged, or lost, and a person holding a right in the
property requests for compensation, the possessor
shall return to the right holder the amount of insu-
rance payment, compensation or indemnity he has
received for the property destructed, damaged, or
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lost; where the right holder has not been fully com-
pensated, a possessor mala fide shall also compen-
sate for the loss.

Article 462

Where an immovable or movable property is tre-
spassed or converted, its possessor is entitled to re-
guest restitution. Where there is a nuisance against
the possession, the possessor has the right to re-
guest the removal of the nuisance or the elimina-
tion of the danger. Where damage is caused as a
result of the trespass, conversion, or nuisance, the
possessor has the right to request compensatory
damages in accordance with law.

The possessor’s right to request for restitution is
extinguished if such a right has not been exercised
within one year from the date the trespass or con-
version occurs.

Book Three Contracts
Part One General Provisions

Chapter I General Rules

Article 463
This Book regulates the civil-law relations arising
from contracts.

Article 464

A contract is an agreement on the establishment, mo-
dification, or termination of a civil juristic relationship
between persons of the civil law.

An agreement on establishing a marriage, adop-
tion, guardianship, or the like personal relation-
ships shall be governed by the provisions of laws
providing for such personal relationships; in the
absence of such provisions, the provisions of this
Book may be applied mutatis mutandis according
to the nature of such agreements.

Article 465

A contract formed in accordance with law is pro-
tected by law.

A contract formed in accordance with law is legally
binding only on the parties thereto, unless otherwi-
se provided by law.

Article 466
Where the parties have a dispute on the under-
standing of a contract clause, the meaning of the

disputed clause shall be determined according to
the provisions in the first paragraph of Article 142
of this Code.

Where a contract is made in two or more langua-
ges which are agreed to be equally authentic, the
words and sentences used in each text shall be
presumed to have the same meaning. Where the
words and sentences used in each text are incon-
sistent, interpretation thereof shall be made in
accordance with the related clauses, nature, and
purpose of the contract, and the principle of good
faith, and the like.

Article 467

For a contract not explicitly provided in this Code
or other laws, the General Provisions of this Book
shall be applied, and the provisions provided in this
Book and other laws on a contract which is most
similar to the said contact may be applied mutatis
mutandis.

The laws of the People’s Republic of China shall
apply to the contracts of Sino-foreign equity joint
venture, contracts of Sino-foreign contractual joint
venture, or contracts of Sino-foreign cooperation in
the exploration and exploitation of natural resour-
ces that to be performed within the territory of the
People’s Republic of China.

Article 468

For a creditor-debtor relation not arising from a
contract, the provisions of laws relating to such
relations shall be applied; in the absence of such
provisions, the relevant provisions of the General
Provisions of this Book shall be applied, unless they
shall not be applied based on the nature of the cre-
ditor-debtor relation.

Chapter II Conclusion of Contracts

Article 469

The parties may conclude a contract in writing,
orally, or in other forms.

A writing refers to any form that renders the con-
tent contained therein capable of being represen-
ted in a tangible form, such as a written agreement,
letter, telegram, telex, or facsimile.

A data message in any form, such as electronic data
interchange and e-mails, that renders the content
contained therein capable of being represented in
a tangible form and accessible for reference and
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use at any time shall be deemed as a writing.

Article 470

The content of a contract shall be agreed by the par-
ties and generally includes the following clauses:

(1) name or designation and domicile of each
party;

(2) objects;

(3) guantity;

(4) quality;

(5) price or remuneration;

(6) time period, place, and manner of perfor-
mance;

(7) default liability; and

(8) dispute resolution.

The parties may conclude a contract with reference
to the various types of model contracts.

Article 471
The parties may conclude a contract by making an
offer and acceptance or other means.

Article 472

An offer is an expression of intent to conclude a
contract with another person, and the expression
of intent shall conform to the following conditions:
(1) the content shall be specific and definite;
and

(2) it is indicated therein that the offeror is to
be bound by his expression of intent upon accep-
tance thereof by an offeree.

Article 473

An invitation to offer is a manifestation that a per-
son expects another person to make an offer to him.
Auction announcements, bidding announcements,
stock prospectuses, bond prospectuses, fund pro-
spectuses, commercial advertisements and promo-
tions, and mailed price catalogs, and the like, are
invitations to offer.

A commercial advertisement and promotion shall
constitute an offer if its content conforms to the
conditions for an offer.

Article 474

The time when an offer becomes effective shall be
governed by the provisions of Article 137 of this
Code.

Article 475
An offer may be withdrawn. The withdrawal of an

offer shall be governed by the provisions of Article
141 of this Code.

Article 476

An offer may be revoked, unless under any of the
following circumstances:

(2) the offeror has explicitly indicated that the
offer is irrevocable by specifying a time limit for ac-
ceptance or in any other manner; or

(2) the offeree has reasons to believe that the
offer is irrevocable and the offeree has made reaso-
nable preparations to perform the contract.

Article 477

Where an expression of intent to revoke an offer
is made in a real-time communication, the content
of such expression of intent shall be known to the
offeree before the offeree makes an acceptance;
where an expression of intent to revoke an offer
is not made in a real-time communication, it shall
reach the offeree before the offeree makes an ac-
ceptance.

Article 478

An offer becomes invalid under any of the following
circumstances:

(1) the offer is rejected;

(2) the offer is revoked in accordance with law;
(3) the offeree makes no acceptance prior to
expiration of the time limit for acceptance; or

(4) the offeree materially alters the content of
the offer.

Article 479
An acceptance is an expression of intent of the of-
feree to accept an offer.

Article 480

An acceptance shall be made by means of notice,
except that an acceptance may be made by perfor-
ming an act according to the parties’ course of dea-
ling or as indicated in the offer.

Article 481

An acceptance shall reach the offeror within the
time limit specified in the offer.

Where no time limit for acceptance is specified in
the offer, an acceptance shall reach the offeror in
accordance with the following provisions:

(1) where an offer is made in a real-time com-
munication, acceptance shall be made promptly; or
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(2) where an offer is not made in a real-time
communication, the acceptance notice shall reach
the offeror within a reasonable period of time.

Article 482

Where an offer is made through a letter or a tele-
gram, the time limit for acceptance shall be coun-
ted from the date shown on the letter or the date
the telegram is handed in for dispatch or, if no such
a date is shown on the letter, from the mailing date
shown by the postmark of the letter. Where an of-
fer is made by means of instantaneous communica-
tions such as telephone calls, facsimiles, or e-mails,
the time limit for acceptance shall be counted from
the moment the offer reaches the offeree.

Article 483

A contract is formed at the time when an acceptan-
ce becomes effective, unless otherwise provided by
law or agreed by the parties.

Article 484

Where an acceptance is made by means of notice,
the time when the acceptance becomes effective
shall be governed by the provisions of

Article 137 of this Code.

Where an acceptance notice is not required, the ac-
ceptance becomes effective when an act of accep-
tance is performed according to the parties’ course of
dealing or as indicated by the offer.

Article 485

An acceptance may be withdrawn. The provisions
of Article 141 of this Code shall apply to the with-
drawal of an acceptance.

Article 486

Where an offeree makes an acceptance beyond the
time limit for acceptance, or where the acceptance
is made within the time limit for acceptance but it
cannot reach the offeror in time under normal cir-
cumstances, such an acceptance constitutes a new
offer unless the offeror timely notifies the offeree
that the acceptance is effective.

Article 487

Where an offeree makes an acceptance notice
within the time limit for acceptance, if the notice
would have reached the offeror in time under nor-
mal circumstances but reaches the offeror beyond
the time limit for other reasons, the acceptance

shall be effective unless the offeror timely notifies
the offeree that the acceptance is not accepted as
it exceeds the time limit for acceptance.

Article 488

The content of an acceptance shall be consistent
with the content of the offer. Where the offeree
proposes in the acceptance any material alteration
to the content of the offer, it shall constitute a new
offer. An alteration concerning the object of the con-
tract, the quantity, quality, price or remuneration,
time period of performance, place and manner of
performance, default liability, the methods of dispu-
te resolution, or the like is a material alteration to
the content of an offer.

Article 489

Where an acceptance makes a non-material altera-
tion to the offer, the acceptance shall be effective
and the content of the contract shall be as altered
by the acceptance, unless the offeror objects in
time, or the offer indicates that an acceptance may
not make any alteration to the content of the offer.

Article 490

Where the parties conclude a contract in the form
of a written agreement, the contract is formed at
the time when the parties all sign, stamp, or put
their fingerprints on the memorandum. Prior to si-
gning, stamping, or putting their fingerprints there-
on, where one of the parties has already performed
the principal obligation and the other party has ac-
cepted the performance, the contract is formed at
the time of such acceptance.

Where a contract is required to be concluded in
writing in accordance with laws or administrative
regulations or agreed by the parties and the parties
fail to make the contract in writing, if one of the
parties has already performed the principal obliga-
tion and the other party has accepted the perfor-
mance, the contract is formed at the time of such
acceptance.

Article 491

Where the parties conclude a contract in the form
of a letter, data message, or the like, and a confir-
mation letter is required to be signed, the contract
is formed when the confirmation letter is signed.
Where the information about goods or services
published by a party via information network, such
as internet, conforms to the conditions for an offer,
unless otherwise agreed by the parties, a contract
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is formed at the time when the other party chooses
such product or service and successfully submits
the order.

Article 492

The place where an acceptance becomes effective
is the place where the contract is formed.

Where a contract is concluded in the form of data
message, unless otherwise agreed by the parties,
the recipient’s principal place of business is the pla-
ce where the contract is formed; in the absence of
a principal place of business, the recipient’s domici-
le is the place where the contract is formed.

Article 493

Where the parties conclude a contract in the form
of a memorandum of contract, unless otherwise
agreed by them, the place where the contract is fi-
nally signed, stemped, or fingerprinted is the place
where the contract is formed.

Article 494

Where the State issues a State purchase order or a
mandatory assignment in accordance with the ne-
eds such as emergency and disaster relief, pande-
mic prevention and control, or the like, the persons
of the civil law concerned shall conclude a contract
in accordance with the rights and obligations pro-
vided by the relevant laws and administrative re-
gulations.

The party that has an obligation to make an offer in
accordance with the provisions of laws and admini-
strative regulations shall make a reasonable offer in
a timely manner.

The party that has an obligation to make an accep-
tance in accordance with the provisions of laws and
administrative regulations shall not reject the rea-
sonable request of the other party to conclude a
contract.

Article 495

A letter of subscription, letter of order, and letter of
reservation, and the like, in which the parties agree
to conclude a contract within a certain period of
time in the future, constitutes a preliminary con-
tract.

Where one of the parties fails to perform the obli-
gation to conclude a contract agreed in the preli-
minary contract, the other party may request such
party to bear the liability for breach of the prelimi-
nary contract.

Article 496

A standard clause refers to a clause formulated in
advance by a party for the purpose of repeated use
which has not been negotiated with the other par-
ty when concluding the contract.

Upon concluding a contract, where a standard clause
is used, the party providing the standard clause shall
determine the parties’ rights and obligations in ac-
cordance with the principle of fairness, and shall, in
a reasonable manner, call the other party’s attention
to the clause concerning the other party’s major in-
terests and concerns, such as a clause that exempts
or alleviates the liability of the party providing the
standard clause, and give explanations of such clau-
se upon request of the other party. Where the party
providing the standard clause fails to perform the afo-
rementioned obligation of calling attention or giving
explanations, thus resulting in the other party’s failure
to pay attention to or understand the clause concer-
ning his major interests and concerns, the other party
may claim that such clause does not become part of
the contract.

Article 497

A standard clause is void under any of the following
circumstances:

(1) existence of a circumstance under which
the clause is void as provided in Section 3 of Chap-
ter VI of Book One and

Article 506 of this Code;

(2) the party providing the standard clause un-
reasonably exempts or alleviates himself from the
liability, imposes heavier liability on the other par-
ty, or restricts the main rights of the other party; or
(3) the party providing the standard clause de-
prives the other party of his main rights.

Article 498

Where a dispute arises over the understanding of a
standard clause, the clause shall be interpreted in
accordance with its common understanding. Where
there are two or more interpretations of a standard
clause, the clause shall be interpreted in a manner
unfavorable to the party providing the standard clau-
se. Where a standard clause is inconsistent with a
non-standard clause, the non-standard clause shall
prevail.

Article 499

Where a rewarder through making a public an-
nouncement promises to pay a reward to anyone
who has completed a particular act, the person
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who has completed the act may request the rewar-
der to pay.

Article 500

During the course of concluding a contract, the par-
ty that falls under any of the following circumstan-
ces and causes loss to the other party shall bear the
liability for compensation:

(1) under the guise of concluding a contract,
engaging in consultation with malicious intention;
(2) intentionally concealing material facts or

providing false information concerning the conclu-
sion of the contract; or
(3) conducting any other acts contrary to the
principle of good faith.

Article 501

The parties shall not disclose or improperly use
the trade secrets or other confidential information
that are obtained in the course of concluding a con-
tract, regardless of whether the contract is formed
or not. The party that discloses or improperly uses
such trade secrets or information and thus causes
losses to the other party shall bear the liability for
compensation.

Chapter III Effect of Contracts

Article 502

A contract formed in accordance with law becomes
effective upon its formation, unless otherwise provi-
ded by law or agreed by the parties.

Where there are laws or administrative regulations
providing that a contract shall be subject to the ap-
proval and other procedures, such provisions shall
be followed. Where failure to complete the appro-
val or other procedures is to affect the validity of
the contract, the validity of the clauses concerning
the performance of an obligation of filing for appro-
val, and the like, and the other relevant clauses in
the contract shall not be affected. Where the par-
ty obligated to complete application for approval
or other procedures fails to do so, the other party
may request the former party to bear the liability
for breach of such obligation.

Where there are laws or administrative regulations
providing that modification, assignment, or re-
scission of a contract shall be subject to approval
or other procedures, such provisions shall be fol-
lowed.

Article 503

Where a person without authority concludes a con-
tract in the name of a principal, and if the princi-
pal has already started performing the contractual
obligations or accepted the performance of the
other party, the contract is deemed ratified.

Article 504

Where the legal representative of a legal person or
the responsible person of an unincorporated orga-
nization concludes a contract ultra vires, such an act
is effective and the contract is binding on the legal
person or the unincorporated organization unless
the other party knows or should have known that
the legal representative or the responsible person
acts ultra vires,.

Article 505

Where the parties conclude a contract beyond their
scope of business, the validity of the contract shall
be determined according to the provisions in Section
3 of Chapter VI of Book One of this Code and this
Book, and the contract shall not be determined as
invalid solely on the ground that it is beyond their
scope of business.

Article 506

An exculpatory clause in a contract exempting the
liability on the following acts are void:

(1) causing physical injury to the other party; or

(2) causing losses to the other party’s property
intentionally or due to gross negligence.

Article 507

Where a contract does not take effect, or is void,
revoked, or terminated, the validity of a clause con-
cerning dispute resolution shall not be affected.

Article 508

The validity of a contract which is not covered by
the provisions in this Book shall be governed by the
relevant provisions in Chapter VI of Book One of
this Code.

Chapter IV Performance of Contracts

Article 509
The parties shall fully perform their respective obli-
gations as contracted.
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The parties shall comply with the principle of good
faith, and perform such obligations as sending no-
tices, rendering assistances, and keeping confiden-
tiality in accordance with the nature and purpose
of the contract and the course of dealing .

The parties shall avoid wasting the resources, pol-
luting the environment, or damaging the ecology in
the course of performance of the contract.

Article 510

Where the parties have not agreed on such content
as the quality, price or remuneration, or the place
of performance, and the like, or the agreement is
unclear, after the contract becomes effective, the
parties may make a supplementary agreement;
where the parties fail to reach a supplementary
agreement, such content shall be determined ac-
cording to the relevant clauses of the contract or
the course of dealing.

Article 511

Where an agreement between the parties concer-
ning the content of their contract is unclear and
such content cannot be determined according to
the provisions of the preceding Article, the fol-
lowing provisions shall be applied:

(1) where the quality requirements are not
clearly stipulated, the contract shall be performed
in accordance with a mandatory national stan-
dard, or a recommendatory national standard in
the absence of a mandatory national standard, or
the standard of the industry in the absence of a re-
commendatory national standard. In the absence
of any national or industrial standards, the contract
shall be performed in accordance with the general
standard or a specific standard conforming to the
purpose of the contract.

(2) where the price or remuneration is not cle-
arly stipulated, the contract shall be performed in
accordance with the market price in the place of
performance at the time the contract is concluded.
Where the government-set or government-guided
price shall be applied as required by law, the con-
tract shall be performed on such a price.

(3) where the place of performance is not cle-
arly stipulated, the contract shall be performed at
the place of the party receiving money where pay-
ment of money is involved, or, where real estate is
to be delivered, at the place where the real estate
is located. For other subject matters, the contract
shall be performed at the place where the party

performing the obligation is located.

(4) where the period of performance is not
clearly stipulated, the debtor may perform his obli-
gations at any time, and the creditor may request
the debtor to perform at any time, provided that
he shall give the debtor necessary time for prepa-
ration;

(5) where the mode of performance is not cle-
arly stipulated, the contract shall be performed in a
manner conducive to realizing the purpose of the
contract; and

(6) where the allocation of expenses for per-
formance is not clearly stipulated, the expenses
shall be borne by the party performing the obliga-
tion; where the expenses for performance are in-
creased owing to the creditor’s reason, the creditor
shall bear the increased part of the expenses.

Article 512

Where the object of an electronic contract conclu-
ded through internet or other information network
is the delivery of goods and the goods are to be
delivered by express delivery services, the time of
delivery is the time of acknowledging receipt of the
goods by the recipient. Where the object of the said
electronic contract is the provision of services, the
time for provision of the service is the time stated
in the automatic generated electronic certificate or
physical certificate. Where there is no time stated
in such a certificate or the time stated therein is in-
consistent with the actual time for provision of the
service, the actual time for provision of the service
shall prevail.

Where the subject matter of the said electronic
contract is delivered by online transmission, the
time of delivery is the time when the subject mat-
ter of the contract enters the specific system desi-
gnated by the other party and can be searched and
identified.

Where the parties to the said electronic contract
agree otherwise on the mode and time of delivery
of goods or provision of services, such agreement
shall be complied with.

Article 513

Where a government-set or government-guided
price is adopted in a contract, if the said price is
adjusted within the delivery period stipulated in
the contract, the contract price shall be the price as
adjusted at the time of delivery. Where an overdue
delivery of the subject matter occurs, the contract
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price shall be the original price if the price rises at
the time of delivery, or the price as adjusted if the
price falls at the time of delivery. Where a delayed
delivery of the subject matter or an overdue pay-
ment occurs, the contract price shall be the price
as adjusted if the price rises, or the original price if
the price falls.

Article 514

Where an obligation is payment of money, unless
otherwise provided by law or agreed by the parties,
the creditor may request the debtor to perform the
obligation by the lawful currency of the place of
actual performance.

Article 515

Where a contract has multiple objects and the
debtor is required to perform only one of them, the
debtor has the right of choice to choose the object
to perform, unless otherwise provided by law or
agreed by the parties, or otherwise determined by
the course of dealing.

Where the party with the right of choice fails to make
the choice within the agreed period or upon expira-
tion of the period of performance, and still fails to
make the choice within a reasonable period of time
after being demanded, the right of choice shall be shi-
fted to the other party.

Article 516

A party shall promptly notify the other party when
exercising the right of choice, and the object of the
contract to be performed shall be ascertained at
the time when such notice reaches the other party.
The ascertained object shall not be changed, unless
otherwise consented to by the other party.

Where one of the objects available for choice beco-
mes impossible to perform, the party with the right
of choice shall not choose such object to perform,
unless the impossibility to perform is caused by the
other party.

Article 517

Where there are two or more creditors, if the
object is divisible and each creditor is entitled to
the claim in proportion to his own share, then the
claim is a claim by share; where there are two or
more debtors, if the object is divisible and each
debtor assumes the obligation in proportion to his
own share, then the obligation is an obligation by
share.

Where it is difficult to determine the share among
the creditors with a claim by share or the debtors
with an obligation by share, each is deemed to have
or assume an equal share.

Article 518

Where there are two or more creditors, and any or
all of the creditors may request the debtor to per-
form the obligation, their claimis a joint and several
claim; where there are two or more debtors, and
the creditor can request any or all of the debtors to
perform the full obligation, the obligation is a joint
and several obligation.

A joint and several claim or a joint and several obli-
gation shall be provided by law or agreed by the
parties.

Article 519

Where it is difficult to determine the share of obli-
gation among the debtors assuming joint and se-
veral liabilities, each debtor is deemed to owe an
equal share.

A debtor assuming joint and several liabilities who
has assumed obligation in excess of his own sha-
re has the right to contribution against the other
debtors assuming joint and several liabilities to the
extent of the share not performed by the other
debtors, and accordingly shall be entitled to the ri-
ghts of a creditor, provided that the other creditors’
interests shall not be harmed. The defenses of the
other debtors assuming joint and several liabilities
against the creditor may be asserted against such a
debtor.

Where a debtor assuming joint and several liabilities
against whom the right to contribution is claimed is
unable to perform the share he is liable to assume,
the other debtors assuming joint and several liabilities
shall be liable for the relevant part of the obligation on
a pro rata basis.

Article 520

Where one of the debtors assuming joint and se-
veral liabilities has performed his obligation, offset
his obligation, or placed the subject matter of the
obligation in escrow, the obligation of the other
debtors owed to the creditor is extinguished to the
corresponding extent, and such a debtor has the
right to contribution against the other debtors in
accordance with the provisions of the preceding
Article.
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Where the obligation of one of the debtors assu-
ming joint and several liabilities is discharged by
the creditor, the obligation of the other debtors
assuming joint and several liabilities owed to the
creditor is extinguished to the extent of the share
that such a debtor assumes.

Where the obligation of one of the debtors assu-
ming joint and several liabilities has merged with
the claim of the creditor to be held by the same
person, after deducting such share of obligation,
the creditor’s claim against the other debtors assu-
ming joint and several liabilities continues to exist.
Where a creditor delays in accepting the perfor-
mance of one of the debtors assuming joint and se-
veral liabilities, such delay takes effect on the other
debtors assuming joint and several liabilities.

Article 521

Where it is difficult to determine the share among
the creditors with joint and several claims, each
creditor is deemed to have an equal share.

A creditor who has accepted the performance of
obligation in excess of his own share shall reimbur-
se the other creditors with joint and several claims
with him on a pro rata basis.

The relevant provisions on a joint and several obli-
gation in this Chapter may be applied to a joint and
several claim mutatis mutandis.

Article 522

Where the parties agree that the debtor shall per-
form the obligation to a third person, if the debtor
fails to perform the obligation to the third person
or the performance does not conform to the agre-
ement, the debtor shall bear default liability to the
creditor.

Where it is provided by law or agreed by the parties
that a third person may directly request the debtor
to perform the obligation to him, and the third per-
son does not explicitly reject it within a reasonable
period of time, if the debtor fails to perform the
obligation to the third person or the performance
does not conform to the agreement, the third per-
son may request the debtor to bear default liability.
The defenses that the debtor has against the credi-
tor may be asserted against the third person.

Article 523

Where the parties agree that the obligation shall be
performed by a third person to the creditor, if the
third person fails to perform the obligation or the

performance does not conform to the agreement,
the debtor shall bear default liability to the creditor.

Article 524

Where a debtor fails to perform an obligation, and
a third person has an lawful interest in the perfor-
mance of the obligation, the third person is entitled
to perform it to the creditor on behalf of the debtor,
unless the obligation may only be performed by the
debtor based on the nature of the obligation, as
agreed by the parties, or as provided by law.

After the creditor accepts the performance of such
obligation by the third person, his claim against the
debtor shall be assigned to the third person, unless
otherwise agreed by the debtor and the third person.

Article 525

Where the parties have mutual obligations to each
other and there is an order of performance of the
obligations, the parties shall perform the obliga-
tions at the same time. Any party has the right to
reject the other party’s request for performance
before the other party performs. Any party has the
right to reject the other party’s request for the cor-
responding performance if the other party’s perfor-
mance does not conform to the agreement.

Article 526

Where the parties have mutual obligations to each
other and there is an order of performance of the
obligations, if the party obligated to perform first
fails to perform the obligation, the party obligated
to perform later has the right to reject the request
for performance made by that party. Where the
performance of the party obligated to perform first
does not conform to the agreement, the party obli-
gated to perform later has the right to reject the
request made by the former party for performance
of the corresponding obligation.

Article 527

A party obligated to perform the obligation first
may suspend his performance if there is definite
evidence proving that the other party falls under
any of the following situations:

(1) its operating conditions are seriously dete-
riorated;

(2) it transfers property or withdraws capital
to evade debts;

(3) the good will of its business has been lost;
or
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(4) there’s another circumstance under which
it has lost or is losing its ability to perform the obli-
gation.

A party that suspends the performance with no
such definite evidence shall bear default liability.

Article 528

A party who suspends performance in accordance
with the provisions of the preceding Article shall
notify the other party in a timely manner. The per-
formance shall be resumed if the other party pro-
vides an appropriate bond. After a party suspends
its performance, where the other party fails to
restore his ability to perform the obligation and
fails to provide an appropriate bond within a rea-
sonable period of time, it shall be deemed to be
an indication through his act that the party will
not perform his principal obligation, and the par-
ty that suspends the performance may cancel the
contract and may request the other party to bear
default liability.

Article 529

Where a debtor’s performance of an obligation has
become difficult owing to the reason that the cre-
ditor fails to notify the debtor that it has split into
two or more entities, merges with another entity,
or changed its domicile, the debtor may suspend
performance or place the subject matter in escrow.

Article 530

A creditor may reject the debtor’s early performan-
ce of the obligation, unless the early performance
is not detrimental to the interests of the creditor.
Any additional expenses incurred to the creditor
due to the debtor’s early performance of the obli-
gation shall be borne by the debtor.

Article 531

A creditor may reject the debtor’s partial perfor-
mance of the obligation, unless the partial perfor-
mance is not detrimental to the interests of the
creditor.

Any additional expenses incurred to the creditor
due to the debtor’s partial performance of the obli-
gation shall be borne by the debtor.

Article 532

After a contract becomes effective, any party shall
not fail to perform its contractual obligations on the
ground that either party’s name or entity name, le-

gal representative, the responsible person, or the
person handling the contract has been changed.

Article 533

After a contract is formed, where a fundamental
condition upon which the contract is concluded is
significantly changed which are unforeseeable by
the parties upon conclusion of the contract and
which is not one of the commercial risks, if continu-
ing performance of the contract is obviously unfair
to one of the parties, the party that is adversely af-
fected may re-negotiate with the other party; whe-
re such an agreement cannot be reached within a
reasonable period of time, the parties may request
the people’s court or an arbitration institution to
rectify or rescind the contract.

The people’s court or an arbitration institution shall
rectify or rescind the contract in compliance with
the principle of fairness, taking into account the
actual circumstances of the case.

Article 534

Where the parties take advantage of the contract to
commit an act that endangers the State’s interests
and public interests, the market regulatory authority
and other relevant administrative authorities shall
be responsible for supervising and handling it in ac-
cordance with the provisions of laws and administra-
tive regulations.

Chapter V Preservation of Contracts

Article 535

Where a debtor’s right against a counterparty, or
an accessory right related thereto, has not been
claimed against the counterparty owing to the
debtor’s indolence, and the enforcement of the
creditor’s due claim is thus adversely affected, the
creditor may request the people’s court to allow
him to exercise by subrogation the debtor’s claim
against the counterparty of the debtor in his own
name, unless such claim belongs exclusively to the
debtor himself.

The scope of the right of subrogation is limited to
the creditor’s due claim. The necessary expenses
for the creditor to exercise the right of subrogation
shall be borne by the debtor.

The counterparty’s defenses against the debtor
may be asserted against the creditor.
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Article 536

Prior to the due date of the creditor’s claim, where
there exists a circumstance under which the limi-
tation period for the debtor’s principal claim or an
accessory claim related thereto is to expire, or the
debtor fails to timely declare his claim in a bankrup-
tcy proceeding, and the enforcement of the credi-
tor’s claim is thus adversely affected, the creditor
may, by subrogation, request the counterparty of
the debtor to perform his obligation to the debtor,
declare the debtor’s claim to the bankruptcy admi-
nistrator, or take other necessary acts.

Article 537

Where the people’s court determines that the ri-
ght of subrogation has been established, the coun-
terparty of the debtor shall perform the obligation
to the creditor. After the performance is accepted
by the creditor, the corresponding rights and obli-
gations between the creditor and the debtor, and
those between the debtor and the counterparty,
are terminated. Where the debtor’s claim or an
accessory claim related thereto against the coun-
terparty is subject to preservation or enforcement
measures, or where the debtor becomes bankrupt,
it shall be dealt with in accordance with the provi-
sions of the relevant laws.

Article 538

Where a debtor gratuitously disposes of his pro-
prietory rights and interests by waiving his claims,
waiving the security for his claims, or transferring
his properties without consideration, and the like,
or maliciously extends the period of performance
of his due claim, and the enforcement of the cre-
ditor’s claim is thus adversely affected, the credi-
tor may request the people’s court to revoke the
debtor’s act.

Article 539

Where a debtor transfers his property at an obviously
unreasonably low price, takes anothers’ property or
provides security for anothers’ obligation at an ob-
viously unreasonable high price, and the enforcement
of the creditor’s claim is thus adversely affected, the
creditor may request the people’s court to revoke the
debtor’s act if the counterparty of the debtor knows
or should have known such circumstance.

Article 540
The scope of the right to revocation shall be limited

to the creditor’s claim. The necessary expenses for
the creditor to exercise the right to revocation shall
be borne by the debtor.

Article 541

The right to revocation shall be exercised within one
year from the date on which the creditor knows or
should have known the cause for the revocation.
The right to revocation shall be extinguished where
a creditor does not exercise such right within five
years since the date on which the act of the debtor
occurs.

Article 542

Where an act of the debtor adversely affecting the
enforcement of the creditor’s claim is revoked,
such act does not have legal effect ab initio.

Chapter VI

Modification and Assignment of Contracts

Article 543
The parties may modify the contract upon agree-
ment through consultation.

Article 544

Where the content of the contract that the parties
agree to modify is not clear, it is presumed that the
contract has not been modified.

Article 545
A creditor may assign his claim in whole or in part
to a third person, except that:

(2) a claim is not assignable by virtue of its na-
ture;

(2) a claim is not assignable as agreed by the
parties; or

(3) a claim is not assignable in accordance with
law.

Where the parties agree that a non-pecuniary claim
may not be assigned, such agreement shall not be
asserted against a bona fide third person. Where
the parties agree that a pecuniary claim may not
be assigned, such agreement shall not be asserted
against a third person.

Article 546

Where a creditor assigns his claim but fails to notify
the debtor thereof, the assignment is not effective
against the debtor.
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The notice of the assignment of a claim may not be
revoked, unless consented to by the assignee.

Article 547

Where a creditor assigns his claim, the assignee
shall acquire the accessory right related to the
claim, unless the accessory right belongs exclusi-
vely to the creditor.

Failure to register the assignment of the accessory
right or failure to change the possession thereof
shall not affect the acquisition of the accessory ri-
ght by the assignee.

Article 548

After a debtor receives a notice of assignment of
a claim, the debtor’s defenses against the assignor
may be asserted against the assignee.

Article 549

A debtor may claim a set-off against the assignee
under any of the following circumstances:

(1) when the debtor receives the notice of as-
signment of a claim, the debtor has a claim against
the assignor which becomes due prior to or at the
same time of the due date of the assigned claim; or
(2) the debtor’s claim and the assigned claim
are generated on the basis of the same contract.

Article 550

The expenses for performance increased due to the
assignment of a claim shall be borne by the assi-
gnor.

Article 551

Where a debtor delegates his obligation in whole
or in part to a third person, the consent of the cre-
ditor shall be obtained.

The debtor or the third person may demand the
creditor to give his consent within a reasonable pe-
riod of time. Where the creditor makes no indica-
tion, it shall be deemed as no consent given.

Article 552

Where a third person agrees with the debtor to join
in the obligation and notifies the creditor thereof,
or a third person indicates to the creditor his wil-
lingness to join in the obligation, if the creditor fails
to explicitly make a rejection within a reasonable
period of time, the creditor may request the third
person to assume the joint and several obligation
with the debtor to the extent of the obligation the
third person is willing to assume.

Article 553

Where a debtor delegates his obligation, the new
debtor may assert a defense of the original debtor
against the creditor; where the original debtor has a
claim against the creditor, the new debtor may not
claim a set-off against the creditor.

Article 554

Where a debtor delegates his obligation, the new
debtor shall assume the accessory obligation re-
lated to the principal obligation, unless the acces-
sory obligation belongs exclusively to the original
debtor.

Article 555

A party may assign his rights and delegate his obli-
gations under a contract to a third person with the
consent of the other party.

Article 556

Where the rights and obligations under a contract
are assigned and delegated together, the provi-
sions on assignment of claims and delegation of
obligations shall be applied.

Chapter VII
Termination of Rights and Obligations under a
Contract

Article 557

A claim or obligation shall be terminated under any
of the following circumstances:

(1) the obligation has been performed;

(2) the obligations are offset against each
other;

(3) the debtor has placed the subject matterin
escrow in accordance with law;

(4) the creditor has exempted the obligation;

(5) the claim and obligation are merged to be
held by the same person; or
(6) any other circumstance under which the

parties’ agreement is terminated as provided by
law or agreed by the parties.

The relationship of rights and obligations under a con-
tract shall be terminated upon rescission of the contract.
Article 558

After the parties’ claims and obligations are ter-
minated, the parties shall, in compliance with the
principle of good faith and the like, perform such
obligations as sending notification, rendering assi-
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stance, keeping confidentiality, and retrieving the
used items according to the course of dealing.

Article 559

Upon termination of a claim and an obligation, a
right accessory to the claim shall be extinguished
concomitantly, unless otherwise provided by law or
agreed by the parties.

Article 560

Where a debtor owes to a creditor multiple obli-
gations of the same kind, and the debtor’s per-
formance is not sufficient to discharge all of the
obligations, upon making performance, the debtor
shall designate which obligation is to be dischar-
ged, unless otherwise agreed by the parties.
Where the debtor fails to make such a designation,
the due obligation shall be performed first. Where
multiple obligations are all due, the obligation not
secured or with the least security shall be performed
firs. Where none of the obligations are secured or the
obligations are equally secured, the obligation with
which the debtor assumes the heaviest burden shall
be performed first. Where the burdens are the same,
the obligations shall be performed in the order of
their due dates. Where the due dates are the same,
the obligations shall be performed on a pro rata basis.

Article 561

In addition to performing the principal obligation,
a debtor shall pay to the creditor interests and
other expenses related to the enforcement of the
obligation. Where the payment is not sufficient to
discharge all of the obligations, unless otherwise
agreed by the parties, he shall perform the obliga-
tion in accordance with the following order:

(1) the relevant expenses incurred by the cre-
ditor for enforcing his claim;

(2) the interests; and

(3) the principal obligation.

Article 562

The parties may rescind the contract upon agree-
ment through consultation.

The parties may agree on the causes for rescission
of the contract by a party. When a cause for rescis-
sion of contract arises, the party with the right to
rescission may rescind the contract.

Article 563
The parties may rescind the contract under any of

the following circumstances:

(1) the purpose of a contract is not able to be
achieved due to force majeure;
(2) prior to expiration of the period of perfor-

mance, one of the parties explicitly expresses or in-
dicates by his act that he will not perform the prin-
cipal obligation;

(3) one of the parties delays his performance
of the principal obligation and still fails to perform
it within a reasonable period of time after being de-
manded;

(4) one of the parties delays his performance
of the obligation or has otherwise acted in brea-
ch of the contract, thus makes it impossible for the
purpose of the contract to be achieved; or

(5) any other circumstance as provided by law.
For a contract under which the debtor is required
to continuously perform an obligation for an indefi-
nite period of time, the parties thereto may rescind
the contract at any time, provided that the other
party shall be notified within a reasonable period
of time.

Article 564

Where a time limit for exercising the right to re-
scind the contract is provided by law or agreed by
the parties, if the parties have not exercised such ri-
ght upon expiration of the period, such a right shall
be extinguished.

Where no time limit for exercising the right to re-
scind the contract is provided by law or agreed by
the parties, such a right shall be extinguished if the
party with the right to rescission does not exercise
such right within one year after he knows or should
have known the causes for rescission, or within a
reasonable period of time after being demanded by
the other party.

Article 565

Where one of the parties requests to rescind the
contract in accordance with law, the other par-
ty shall be duly notified. The contract shall be re-
scinded at the time the notice reaches the other
party, or, where the notice states that the contract
shall be automatically rescinded if the debtor fails
to perform his obligation within a specified period
of time, the contrct shall be rescinded when the
debtor fails to perform the obligation upon expi-
ration of such specified period of time. Where the
other party has objections to the rescission of the
contract, either party may request the people’s
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court or an arbitration institution to determine the
validity of the rescission.

Where one of the parties, without notifying the
other party, requests the rescission of the contract
by directly filing a lawsuit or applying for arbitration
in accordance with law, and the people’s court or
arbitration institution confirms such request, the
contract shall be rescinded when a duplicated copy
of the complaint or the application letter for arbi-
tration is served on the other party.

Article 566

After a contract is rescinded, where the obligations
have not yet been performed, the performance
shall cease; where the obligations have already
been performed, the parties may, taking into ac-
count the performance status and the nature of the
contract, request restoration to the original status
or other remedial measures taken, and have the ri-
ght to request for compensation for losses.

Where a contract is rescinded due to a default, the
party with the right to rescind the contract may re-
guest the breaching party to bear default liability,
unless otherwise agreed by the parties.

After the principal contract is rescinded, a secu-
rity provider shall still be obligated to secure the
debtor’s liability, unless otherwise agreed in the se-
curity contract.

Article 567
Termination of the relationship of rights and obli-
gations under a contract does not affect the validity
of the contract clauses regarding settlement and
liquidation.

Article 568

Where the parties mutually owe obligations to
each other, and the subject matter of the obliga-
tions are of the same kind and quality, any party
may offset his obligation against the due obligation
of the other party, unless the obligation cannot be
offset by virture of the nature of the obligations, or
in accordance with the agreements by the parties
or the provisions of law.

A party who claims a set-off shall notify the other
party. The notice shall become effective when it re-
aches the other party. No conditions or time limit
may be attached to the set-off.

Article 569
Where the parties mutually owe obligations to

each other and the subject matter of the obliga-
tions are not of the same kind or quality, the obli-
gations may also be offset upon agreement by the
parties through consultation.

Article 570

Where it is difficult to perform an obligation under
any of the following circumstances, a debtor may
place the subject matter in escrow:

(1) the creditor refuses to accept the perfor-
mance without just course;

(2) the creditor cannot be located;

(3) the creditor dies with his heirs or estate

administrator not determined, or the creditor loses
his capacity for performing civil juristic acts with no
guardian determined; or

(4) any other circumstance as provided by law.
Where the subject matter is not suitable for being
placed in escrew or the expenses therefor are too
high, the debtor may sell the subject matter throu-
gh auction or sale and place the proceeds thus
obtained in escrow in accordance with law.

Article 571

A subject matter or the proceeds obtained from
auction or sale of the subject matter is placed in
escrow where the debtor delivers the subject mat-
ter or proceeds thereof to the escrow agency in ac-
cordance with law.

Where a subject matter or its proceeds has been
placed in escrow, the debtor is deemed to have de-
livered the subject matter to such extent.

Article 572

After a subject matter is placed in escrow, the
debtor shall promptly notify the creditor or the cre-
ditor’s heir, estate administrator, guardian, or cu-
stodian for his property.

Article 573

After a subject matter is placed in escrow, the risk of
destruction, damage, or loss thereof shall be assu-
med by the creditor. During the period the subject
matter is placed in escrow, the accrued proceeds
of the subject matter shall belong to the creditor.
The expenses thus incurred shall be borne by the
creditor.

Article 574
The creditor may collect the subject matter placed
in escrow at any time, except that where the credi-
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tor owes due obligation to the debtor, the escrow
agency shall reject the creditor’s request for col-
lecting it before the creditor performs such obliga-
tion or providing security therefor.

The creditor’s right to collect the subject matter
placed in escrow is extinguished if such right is
not exercised within five years from the date the
subject matter is delivered to the escrow agency,
and such subject matter shall be escheated to the
State after the escrow agency’s expenses are de-
ducted. However, where a creditor fails to perform
his due obligation to the debtor, or where the cre-
ditor waives his right to collect the subject matter
placed in escrow in writing to the escrow agency,
the debtor has the right to take back the subject
matter after paying the escrow agency’s expenses.

Article 575

Where a creditor exempts part or all of the debtor’s
obligations, the claims and obligations shall be
terminated in part or in whole, unless the debtor
objects within a reasonable period of time.

Article 576

Where a claim and an obligation are merged to be
held by the same person, the claim and obligation
shall be terminated, unless it is detrimental to the
interests of a third person.

Chapter VIII Default Liability

Article 577

Where a party fails to perform his contractual obli-
gation or his performance does not conform to the
agreement, he shall bear default liability such as
continuing to perform his obligations, taking reme-
dial measures, or compensating for losses.

Article 578

Where a party explicitly expresses or indicates by
his act that he will not perform his contractual obli-
gation, the other party may request the former par-
ty to bear default liability before expiration of the
time period of performance.

Article 579

Where a party fails to pay the price, remuneration,
rent, or interests, or fails to perform another pe-
cuniary obligation, the other party may request for
such payment or performance.

Article 580

Where a party fails to perform a non-pecuniary
obligation or his performance does not conform
to the agreement, the other party may request for
such performance unless:

(1) the performance is impossible either de
jure or de facto;

(2) the object of the obligation is not suitable
for a compulsory performance or the expenses for
the performance are too high; or

(3) the creditor fails to request for performan-
ce within a reasonable period of time.

Where one of the situations specified in the pre-
ceding paragraph exists so that the purpose of the
contract cannot be achieved, the people’s court or
an arbitration institution may terminate the con-
tractual relationship of rights and obligations upon
request by a party, but the default liability shall still
be borne without being affected.

Article 581

Where a party fails to perform his obligation or his
performance does not conform to the agreement,
if the obligation shall not be enforced by virtue of
the nature of the obligation, the other party may
request such party to bear the expenses of a sub-
stitute performance by a third person.

Article 582

Where the performance does not conform to the
agreement, default liability shall be borne in ac-
cordance with the contract between the parties.
Where the default liability is not stipulated or is not
clearly stipulated in the contract, and if it cannot be
determined according to the provisions of Article
510 of this Code, the aggrieved party may, by virtue
of the nature of the object and according to the de-
gree of the loss, reasonably request the other party
to bear the default liability such as repair, redoing,
replacement, return of the object, decrease in pri-
ce or remuneration, and the like.

Article 583

Where a party fails to perform his contractual obli-
gation or his performance does not conform to the
agreement, he shall make compensation if, after he
has performed his obligation or has taken remedial
measures, the other party still suffers loss.

Article 584
Where a party fails to perform his contractual
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obligation or his performance does not conform
to the agreement so that the other party suffers
loss, the amount of compensation shall be equiva-
lent to the loss caused by the breach of contract,
including the benefits expected to be obtained
should the contract had been performed, except
that it shall not exceed the loss that may be cau-
sed by the breach that the breaching party forsees
or should have forseen at the time of conclusion
of the contract.

Article 585

The parties may agree that, upon default by a par-
ty, a certain amount of liquidated damages shall
be paid to the other party according to the circu-
mstance of the breach, or the parties may agree
on the method of calculating the compensation for
losses arising from the breach.

Where the agreed liquidated damages are lower
than the loss caused, the people’s court or an ar-
bitration institution may increase the amount upon
request of a party. Where the agreed liquidated
damages are excessively higher than the loss cau-
sed, the people’s court or an arbitration institution
may make appropriate reduction upon request of
a party.

Where the parties agree on the liquidated damages
for delayed performance, the breaching party shall
continue to perform the obligation after paying the
liguidated damages.

Article 586

The parties may agree that one party deposits
earnest money to the other party to secure his
claim. An earnest money deposit contract beco-
mes effective upon actual delivery of the earnest
money.

The amount of the earnest money shall be agreed
by the parties, except that it shall not exceed 20%
of the value of the object of the principal contract,
and any excessive part does not have the effect as
earnest money. Where the amount of the earnest
money actually delivered is more or less than the
agreed amount, the agreed amount of the earnest
money shall be deemed to have been changed.

Article 587

After a debtor has performed his obligation, the ear-
nest money shall be calculated as part of the price or
be refunded. Where a party paying the earnest mo-
ney fails to perform his obligation or fails to perform

it in conformity with the agreement, so that the pur-
pose of the contract cannot be achieved, he is not en-
titled to request refund of the earnest money. Where
a party receiving the earnest money fails to perform
his obligation or fails to perform it in conformity with
the agreement, so that the purpose of the contract
cannot be achieved, he shall refund twice the amount
of the earnest money to the other party.

Article 588

Where the parties agree on both liquidated dama-
ges and earnest money, when a party defaults, the
other party may choose to apply either the clause
on the liquidated damages or the clause on the ear-
nest money.

Where the earnest money is not sufficient to com-
pensate the losses caused by one party’s default,
the other party may request compensation for the
losses in excess of the amount of the earnest mo-
ney.

Article 589

Where a debtor performs his obligation in accor-
dance with the agreement, and the creditor refuses
to accept the performance without just cause, the
debtor may request the creditor to compensate for
any additional expenses.

The debtor does not need to pay interests for the pe-
riod of delay in acceptance by the creditor.

Article 590

Where a party is unable to perform the contract
due to force majeure, he shall be exempted from
liability in whole or in part according to the impact
of the force majeure, unless otherwise provided by
law. The party unable to perform the contract due
to force majeure shall promptly notify the other
party to mitigate the losses that may be caused to
the other party, and shall provide proof of the force
majeure within a reasonable period of time.
Where the force majeure occurs after a party’s
delay in performance, such party’s default liability
shall not be exempted.

Article 591

After a party defaults, the other party shall take ap-
propriate measures to prevent further loss. Where
the loss is aggravated due to the failure of taking
appropriate measures, no compensation shall be
claimed for the aggravated part of the losses.

The reasonable expenses incurred by a party in pre-
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venting the aggravation of the loss shall be borne
by the breaching party.

Article 592

Where both parties default, each shall bear corre-
sponding liabilities.

Where one party’s default causes loss to the other
party, and the other party’s fault contributes to the
occurrence of such loss, the amount of compensa-
tion may be mitigated accordingly.

Article 593

A party who breaches a contract due to a third
person’s reason shall bear default liability to the
other party in accordance with law. The dispute
between the breaching party and the third per-
son shall be handled in accordance with the pro-
visions of law or their agreement.

Article 594

The limitation period for filing a lawsuit or applying
for arbitration on a dispute arising from a contract
for international sale of goods and a contract for
the import and export of technology is four years.

Part Two Typical Contracts
Chapter IX Sales Contracts

Article 595

A sales contract is a contract under which a seller
transfers his ownership over the subject matter to
a buyer who pays the price in return.

Article 596

A sales contract generally contains clauses speci-
fying the name, quantity, quality, and price of the
subject matter, the time period, place, and method
of performance, the packaging, the standard and
methods for inspection, the mode of settlement,
the language used in the contract, the validity the-
reof, and the like.

Article 597

If the ownership of a subject matter is unable to be
transferred owing to the fact that the seller fails to
obtain the right of disposal, the buyer may rescind
the contract and request the seller to bear default
liability.

Where there are laws, administrative regulations
prohibiting or restricting the transfer of a subject

matter, such provisions shall be followed.

Article 598

A seller shall perform its obligation of delivering the
subject matter or the documents for taking delivery
thereof, and transferring the ownership over the
subject matter to the buyer.

Article 599

A seller shall deliver the relevant certificates and
information other than the documents for taking
delivery of the subject matter to the buyer in accor-
dance with the contract or the course of dealing.

Article 600

Where a subject matter to be sold involves intel-
lectual property rights, unless otherwise provided
by law or agreed by the parties, the intellectual pro-
perty rights thereof does not belong to the buyer.

Article 601

A seller shall deliver the subject matter at a time
as agreed in the contract. Where a time period for
delivery is stipulated in the contract, the seller may
deliver the subject matter at any time within such
period.

Article 602

Where there is no agreement between the parties
on the time period for delivery or the agreement
is unclear, the provisions of Article 510 and Subpa-
ragraph (4) of Article 511 of this Code shall be ap-
plied.

Article 603

A seller shall deliver the subject matter at the agre-
ed place of delivery.

Where there is no agreement between the parties
on the place of delivery or the agreement is un-
clear, if it cannot be determined according to the
provisions of Article 510 of this Code, the following
provisions shall be applied:

(2) where the subject matter needs to be tran-
sported, the seller shall consign it to the first carrier
for its delivery to the buyer; and

(2) where the subject matter does not need to
be transported, if the seller and the buyer know the
location of the subject matter when they conclu-
de the contract, the seller shall deliver the subject
matter at the said location; if the location of the
subject matter is unknown, the seller shall deliver
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the subject matter at the seller’s place of business
at the time when the contract is concluded.

Article 604

The risks of destruction, damage, or loss of the subject
matter shall be borne by the seller prior to the delivery
and by the buyer after the delivery, unless otherwise
provided by law or agreed by the parties.

Article 605

Where a subject matter fails to be delivered within
the agreed time limit owing to the buyer’s reason,
the buyer shall bear the risks of destruction, dama-
ge, or loss of the subject matter from the time he
breaches the agreement.

Article 606

Where a seller sells a subject matter en route that
has been consigned to a carrier for transport, un-
less otherwise ageed by the parties, the risks of
destruction, damage, or loss of the subject matter
shall be borne by the buyer from the time when the
contract is formed.

Article 607

A buyer shall bear the risks of destruction, damage,
or loss of the subject matter when the seller has
transported the subject matter to the place desi-
gnated by the buyer and delivered to the carrier in
accordance with the agreement.

Where there is no agreement between the parties
on the place of delivery or the agreement is uncle-
ar, if the subject matter needs to be transported
according to Subparagraph (1) of the second para-
graph of Article 603 of this Code, the buyer shall
bear the risks of destruction, damage, or loss of the
subject matter when the seller consigns the subject
matter to the first carrier for transport.

Article 608

Where a seller has placed the subject matter at the
place of delivery in accordance with the agreement
or the provisions of Subparagraph (2) of the second
paragraph of Article 603 of this Code, if the buyer
fails to take delivery thereof in default, the risks of
destruction, damage, or loss of the subject mat-
ter shall be borne by the buyer from the time the
buyer defaults.

Article 609
A seller’s failure to deliver the documents and infor-

mation of the subject matter in accordance with the
agreement does not affect the shift of the risks of
destruction, damage, or loss of the subject matter.

Article 610

Where a subject matter fails to meet the quali-
ty requirements so that the purpose of the con-
tract cannot be achieved, the buyer may refuse
to accept the subject matter or may rescind the
contract. Where the buyer refuses to accept the
subject matter or rescind the contract, the risks of
destruction, damage, or loss of the subject matter
shall be borne by the seller.

Article 611

Where a seller’s performance is not in conformity
with the agreement, the assumption of the risks of
destruction, damage, or loss of the subject matter
by the buyer does not affect the buyer’s right to re-
quest the seller to bear default liability.

Article 612

A seller has an obligation to guarantee that no third
person has any right over the subject matter delive-
red, unless otherwise provided by law.

Article 613

Where, at the time a contract is concluded, the
buyer knows or should have known that a third
person has a right over the subject matter of the
contract, the seller shall not assume the obligation
provided in the preceding Article.

Article 614

Where a buyer has a definite evidence to prove that
a third person has a right over the subject matter, he
may suspend payment therefor, unless the seller has
provided an appropriate bond.

Article 615

A seller shall deliver the subject matter in conformity
with the quality requirements as agreed by the par-
ties. Where the seller provides quality specifications
of the subject matter, the subject matter delivered
shall conform to the specified quality requirements.

Article 616

Where there is no agreement between the parties
on the quality requirements of the subject matter
or the agreement is unclear, if the quality require-
ments cannot be determined according to the pro-
visions of Article 510 of this Code, the provisions of
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Subparagraph (1) of Article 511 of this Code shall
be applied.

Article 617

Where a subject matter delivered by the seller fails
to meet the quality requirements, the buyer may
request the seller to bear default liability in accor-
dance with the provisions of

Article 582 to 584 of this Code.

Article 618

Where the parties agree to alleviate or exempt the
seller’s liability for the defects of the subject mat-
ter, if the seller, intentionally or by gross negligen-
ce, fails to inform the buyer about the defect of the
subject matter, he has no right to claim alleviation
or exemption of the liability.

Article 619

A seller shall deliver the subject matter in complian-
ce with the packaging method as agreed in the con-
tract. Where there is no agreement between the
parties on the packaging method or the agreement
is unclear, if the packing method cannot be deter-
mined according to the provisions of Article 510 of
this Code, the subject matter shall be packed in a
general way, or, in the absence of a general way, in
a manner sufficient to protect the subject matter
and conducive to saving resources and protecting
the ecological environment.

Article 620

After a buyer receives the subject matter, he shall
inspect it within the agreed period for inspection. If
there is no agreed period for inspection, the buyer
shall inspect it in a timely manner.

Article 621

Where the parties have agreed on a period for
inspection, the buyer shall, within the period for
inspection, notify the seller of any inconformity
of the subject matter with the agreed quantity or
quality. If notice is not given to the seller owing to
the buyer’s indolence, the subject matter is dee-
med to be in conformity with the agreed quantity
or quality.

Where the parties have not agreed on a period for
inspection, the buyer shall notify the seller of any
inconformity of the subject matter with the agreed
guantity or quality within a reasonable period of
time after he discovers or should have discovered

the inconformity. Where the buyer fails to notify
the seller within a reasonable period of time or wi-
thin two years after he takes delivery of the subject
matter, the subject matter shall be deemed to be
in conformity with the agreed quantity or quality,
except that where there is a warranty period within
which the quality of the subject matter is guarante-
ed, the warranty period shall be applied.

Where a seller knows or should have known that
the subject matter delivered does not conform to
the agreement, the buyer is not subject to the time
limit for notification as provided in the preceding
two paragraphs.

Article 622

Where a period for inspection agreed by the par-
ties is excessively short, and it is difficult for the
buyer to complete a comprehensive inspection wi-
thin such a period by virtue of the nature of the
subject matter and in accordance with the course
of dealing, such period shall be deemed only as a
period for the buyer to raise objections to the pa-
tent defects of the subject matter.

Where an agreed period for inspection or a warran-
ty period for quality guarantee is shorter than the
period provided by the relevant laws and admini-
strative regulations, the latter shall prevail.

Article 623

Where the parties have not agreed on an inspection
period, and the buyer has signed a delivery note,
confirmation slip, or the like document on whi-
ch the quantity, model, and specifications of the
subject matter are stated, the buyer shall be presu-
med to have inspected the quantity and the patent
defects of the subject matter, unless there is suffi-
cient evidence to overturn such a presumption.

Article 624

Where a seller delivers a subject matter to a third
person according to the instructions given by the
buyer, if the inspection standard agreed between
the seller and the buyer are inconsistent with that
agreed between the buyer and the third person,
the inspection standard agreed between the seller
and the buyer shall prevail.

Article 625

Where, in accordance with the provisions of laws
and administrative regulations or as agreed by the
parties, the subject matter shall be recycled after
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expiration of its valid service life, the seller has the
obligation to recycle the subject matter by himself
or by an authorized third person.

Article 626

A buyer shall make payment in accordance with
the agreed amount and method of payment. whe-
re there is no agreement between the parties on
the amount of price or the method of payment,
or the agreement is unclear, the provisions of Ar-
ticle 510 and Subparagraph (2) and (5) of Article
511 of this Code shall be applied.

Article 627

A buyer shall make payment at the place agreed in
the contract. Where there is no agreement betwe-
en the parties on the place of payment, or the agre-
ement is unclear, if the place cannot be determined
in accordance with the provisions of Article 510 of
this Code, the buyer shall make the payment at the
seller’s place of business, except that payment shall
be made at the place where the subject matter or
the document for taking delivery thereof is delive-
red if the payment is conditioned upon the delivery
of the subject matter.

Article 628

A buyer shall make payment at the time agreed in
the contract. Where there is no agreement betwe-
en the parties on the time for payment, or the agre-
ement is unclear, if the time for payment cannot be
determined according to the provisions of Article
510 of this Code, the buyer shall make payment at
the same time as it receives the subject matter or
the document for taking delivery thereof.

Article 629

Where the amount of the subject matter delivered
by a seller exceeds the agreed amount, the buyer
may accept or refuse to accept the excessive part.
Where the buyer accepts the excessive part, it shall
pay for it at the price agreed in the contract. If the
buyer refuses to accept the excessive part, he shall
notify the seller in a timely manner.

Article 630

Any proceeds accrued from the subject matter
before delivery shall belong to the seller and any
proceeds accrued from the subject matter after de-
livery shall belong to the buyer, unless otherwise
agreed by the parties.

Article 631

Where a contract is rescinded due to the inconfor-
mity of the principal subject matter with the agre-
ed requirements, the effect of the rescission shall
be effective against the accessory subject matter.
Where a contract is rescinded due to the inconfor-
mity of the accessory subject matter with the agre-
ed requirements, the effect of the rescission shall
be effective against the principal subject matter.

Article 632

Where the object of a contract is composed of se-
veral subject matters, if one of them fails to con-
form to the requirements agreed in the contract,
the buyer may rescind the part of the contract in
connection with that subject matter. However,
where separation of the said subject matter from
the other subject matters is to markedly harm the
value of the subject matters of the contract, the
buyer may rescind the contract in connection with
the multiple subject matters concerned.

Article 633

Where the subject matters are to be delivered by
installment, if a seller fails to deliver one lot of the
subject matters, or has delivered the lot in a man-
ner not in conformity with the agreement, so that
the purpose of the contract in connection with the
said lot cannot be achieved, the buyer may rescind
the part of the contract in connection with the said
lot.

Where a seller fails to deliver one lot of the subject
matters, or delivered the lot in a manner not in
conformity with the agreement, so that the subse-
guent delivery of the remaining lots cannot achieve
the purpose of the contract, the buyer may rescind
the part of the contract in connection with the said
lot and the remaining lots.

Where a buyer has rescinded a part of the contract
in connection with one lot of the subject matters,
if the said lot and any other lot are interdependent
on each other, the buyer may rescind the contract
in connection with all the lots disregarding whether
they have been delivered or not.

Article 634

Where a buyer under an installment contract fails
to make payment and the unpaid amount reaches
one-fifth of the total price, if the buyer still fails to
pay the due installment amount within a reasonable
period of time after being demanded, the seller may
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request the buyer to pay the total sum or he may re-
scind the contract.

The seller who rescinds the contract may request the
buyer to pay a fee for the use of the subject matter.

Article 635

The parties to a sale by sample shall seal up the sam-
ple and may make specifications of its quality. The
subject matter delivered by the seller shall be identi-
cal in quality with the sample and its specifications.

Article 636

Where a buyer to a sale by sample is unaware of
the sample’s hidden defects, even if the subject
matter delivered is identical with the sample, the
quality of the subject matter delivered by the seller
shall still conform to the general standard for the
same category of goods.

Article 637

The parties to a sale on trial use may agree on a pe-
riod for trial use of the subject matter. Where there
is no agreement between the parties on the period
for trial use or the agreement is unclear, if the pe-
riod for trial use cannot be determined according
to the provisions of Article 510 of this Code, it shall
be determined by the seller.

Article 638

A buyer to a sale on trial use may purchase or refu-
se to purchase the subject matter within the period
for trial use. Where, upon expiration of the period
for trial use, the buyer makes no indication as to
whether to purchase it or not, the buyer is deemed
to have purchased the subject matter.

If a buyer to a sale on trial use has, within the pe-
riod for the trial use, already made partial payment
or has sold, leased, created a security interest in
the subject matter, the buyer is deemed to have
agreed to purchase it.

Article 639

Where there is no agreement between the parties
to a sale on trial use on the fee for the use of the
subject matter, or the agreement is unclear, the sel-
ler has no right to request the buyer to pay such fee.

Article 640

The risks of destruction, damage, or loss of the
subject matter shall be borne by the seller within
the period for the trial use.

Article 641

The parties may agree in a sales contract that the
seller retains the ownership of the subject matter
if the buyer fails to pay the price or perform other
obligations.

The ownership of the subject matter retained by a
seller, without being registered, shall not be asser-
ted against a bona fide third.

Article 642

Where the parties agree that the seller shall retain
the ownership of the subject matter of the con-
tract, unless otherwise agreed by the parties, the
seller has the right to take back the subject matter
if the buyer falls under any of the following circum-
stances before such ownership is transferred and
losses are thus caused to the seller:

(1) the buyer fails to make payment in accor-
dance with the contract, and fails to pay it within a
reasonable period of time after being demanded;
(2) the buyer fails to fulfill the specific condi-
tions in accordance with the contract; or

(3) the buyer sells, pledges, or otherwise im-
properly disposes of the subject matter.

The seller may negotiate with the buyer to take
back the subject matter. Where such negotiation
fails, the procedures for enforcement of security
interests may be applied mutatis mutandis.

Article 643

After a seller has taken back the subject matter ac-
cording to the first paragraph of the preceding Ar-
ticle, the buyer may request to redeem the subject
matter if he eliminates the cause for the seller’s re-
trieving of the subject matter within a reasonable
period of redemption agreed by the parties or set
by the seller.

Where a buyer does not redeem the subject matter
within the redemption period, the seller may sell
the subject matter to a third person at a reasonable
price. After deducting from the sale proceeds the
amount unpaid by the buyer and the necessary
expenses, any balance shall be returned to the
buyer; if the sale proceeds are insufficient to cover
the unpaid amount and the other necessary expen-
ses, the deficiency shall be paid by the buyer.

Article 644

The rights and obligations of the parties to a sale
through bidding, as well as the procedures for the
bidding, shall be governed by the provisions of the
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relevant laws and administrative regulations.

Article 645

The rights and obligations of the parties to an au-
ction, as well as the procedures of the auction, shall
be governed by the provisions of the relevant laws
and administrative regulations.

Article 646

Where there are provisions of laws governing other
non-gratuitous contracts, such provisions shall be
followed. In an absence of such a provision, the re-
levant provisions on sales contracts shall be applied
mutatis mutandis.

Article 647

Where the parties agree to transfer the ownership
of the subject matter by barter trade, the relevant
provisions on sales contracts shall be applied muta-
tis mutandis.

Chapter X
Contracts for the Supply and Consumption of
Electricity, Water, Gas, or Heat

Article 648

A contract for the supply and consumption of
electricity is a contract under which a supplier pro-
vides electricity to the consumer who pays the pri-
cein return.

A supplier providing electricity to the public shall
not refuse a reasonable request of a consumer to
conclude a contract.

Article 649

A contract for the supply and consumption of
electricity generally contains clauses specifying the
mode, quality and time of the supply, the volume,
address, and nature of the consumption, the mea-
suring method, the price, the settlement method
of electricity fees, the responsibility for the mainte-
nance of electricity supply and consumption facili-
ties, and the like.

Article 650

The place of performance of a contract for the sup-
ply and consumption of electricity shall be agreed
by the parties; if there is no agreement between
the parties or the agreement is unclear, the place of

demarcation of the property rights in the electricity
supply facilities shall be the place of performance.

Article 651

A supplier of electricity shall safely supply electri-
city in accordance with the quality standard for
power supply set by the State and in the agreement.
Where a supplier fails to safely supply electricity in
accordance with the quality standard for power
supply set by the State or in the agreement, thus
causing losses to the consumer, the supplier shall
bear the liability for compensation.

Article 652

Where a supplier of electricity needs to cut off
electricity supply due to scheduled or unscheduled
overhauls of the electricity supply facilities, restri-
ction on electricity consumption in accordance with
law, or consumer’s illegal consumption of the electri-
city, and the like, he shall notify the consumer in ad-
vance in accordance with the relevant regulations of
the State. Where a supplier cuts off the electricity
supply without notifying the consumer in advance,
thus causing losses to the consumer, the supplier
shall bear the liability for compensation.

Article 653

A supplier of electricity shall rush to repair without
delay in accordance with the relevant regulations
of the State whenever the electricity supply is cut
off due to such reasons as natural disasters. Where
the supplier fails to do so and thus causes losses to
the consumer, the supplier shall bear the liability
for compensation.

Article 654

A consumer of electricity shall pay the electricity
fees in time in accordance with the relevant regula-
tions of the State and the agreement between the
parties. Where a consumer fails to pay the electri-
city fees due, he shall pay the agreed liquidated da-
mages. Where a consumer, after being demanded,
still fails to pay the electricity fees and the liquida-
ted damages within a reasonable period of time,
the supplier may stop the supply of electricity in
accordance with the procedures provided by the
State.

Where a supplier stops the supply of electricity in
accordance with the provision of the preceding pa-
ragraph, it shall notify the consumer in advance.
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Article 655

A consumer shall use the electricity in a safe, eco-
nomical and planned manner in accordance with
the relevant regulations of the State and the agre-
ement between the parties. Where a consumer
fails to use the electricity in accordance with the
relevant regulations of the State or the agreement
between the parties, and thus causes losses to the
supplier, the consumer shall bear the liability for
compensation.

Article 656

The provisions of the contract for the supply and
consumption of electricity shall be applied mutatis
mutandis to contracts for the supply and consump-
tion of water, gas, or heat.

Chapter XI Gift Contracts

Article 657

A gift contract is a contract under which a donor
gives his own property to a donee gratuitously, and
the donee indicates his acceptance of the gift.

Article 658

A donor may revoke the gift prior to the transfer of
the rights in the gifted property.

The provisions of the preceding paragraph shall not
apply to a notarized gift contract, or a gift contract
of a public interest or moral obligation nature that
shall, in accordance with law, not be revoked, such
as a gift contract for disaster-relief, poverty-relief,
disability-relief, or the like purposes.

Article 659
The gifted property shall go through registration or
another procedure if the law so requires.

Article 660

For a notarized gift contract or a gift contract of a pu-
blic interest or moral obligation nature that shall in
accordance with law not be revoked, such as a con-
tract for disaster-relief, poverty-relief, disability-re-
lief, or the like purposes, where the donor does not
deliver the gifted property, the donee may request
such delivery.

Where the gifted property that shall be delivered
in accordance with the preceding paragraph is de-
structed, damaged, or lost due to the donor’s in-
tentional act or by his gross negligence, the donor

shall bear the liability for compensation.

Article 661

A gift may be subject to an obligation.

Where a gift is subject to an obligation, the donee
shall perform the obligation in accordance with the
agreement.

Article 662

A donoris not liable for any defect of the gifted pro-
perty. Where a gift is subject to an obligation, if the
gifted property has defects, the donor shall, to the
extent of the attached obligation, bear the same
liabilities as a seller.

Where a donor intentionally fails to notify the
donee about the defect of the gifted property or
has made a warranty therefor, thus causing losses
to the donee, the donor shall bear the liability for
compensation.

Article 663

A donor may revoke the gift if the donee has done
any of the following acts:

(1) severely infringing upon the lawful rights
and interests of the donor or any close relative of
the donor;

(2) having an obligation to support the donor
but failing to perform that obligation; or

(3) failing to perform the obligation as agreed
in the gift contract.

The right to revocation of the donor shall be exerci-
sed within one year from the date the donor knows
or should have known of the cause for revocation.

Article 664

Where a donee’s illegal act leads to the death or
loss of capacity for performing civil juristic acts of
the donor, the donor’s heir or legal representative
may revoke the gift.

The right to revocation of the donor’s heir or his legal re-
presentative shall be exercised within six months from
the date the heir or the legal representative knows or
should have known of the cause for revocation.

Article 665

Upon revocation of a gift, the person having the ri-
ght to revocation may request the donee to return
the gifted property.

Article 666
Where a donor’s financial situation markedly dete-
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riorates and his production, business, or family life
is thus severely affected, he may cease to perform
the obligation of delivering the gift.

Chapter XII Loan Contracts

Article 667

A loan contract is a contract under which a bor-
rower borrows a loan from a lender and repays the
loan with interests when the loan becomes due.

Article 668

A loan contract shall be made in writing, except
for a loan between natural persons who agree
otherwise.

A loan contract generally contains clauses specifying
the category of the loan, kind of currency, purpose
of use, amount, interest rate, term, and the method
of repayment, and the like.

Article 669

Upon concluding a loan contract, a borrower shall, as
required by the lender, provide true information about
its business activities and financial conditions related
to the borrowing to the lender.

Article 670

The interest on a loan may not be deducted from
the principal in advance. Where the interest is de-
ducted from the principal in advance, the loan shall
be repaid and the interest shall be calculated ac-
cording to the actual amount of the loan provided.

Article 671

A lender who fails to provide the loan at the agre-
ed time and amount and thus causing losses to the
borrower shall bear the liability for compensation.

A borrower who fails to take the loan at the agreed
time and amount shall pay an interest based on the
agreed time and amount.

Article 672

A lender may inspect and supervise the use of the
loan in accordance with the agreement. A borrower
shall regularly provide the relevant financial and ac-
counting statements or other materials to the len-
der in accordance with the agreement.

Article 673
Where a borrower fails to use the loan for a purpo-

se in accordance with the contract, the lender may
stop providing the loan, recall the loan prior to its
due date, or rescind the contract.

Article 674

A borrower shall pay the interest within the agreed
time limit. Where there is no agreement between
the parties on the time limit for payment of interest
or the agreement is unclear, if it cannot be deter-
mined according to the provisions of Article 510 of
this Code, the interest shall be paid at the time the
principal is repaid if the term of the loan is less than
one year; the interest shall be paid at the end of
each full year if the term of the loan is more than
one year, and the interest shall be paid when the
principal is repaid if the remaining term is less than
one year.

Article 675

A borrower shall repay the loan within the agreed
time limit. Where there is no agreement between
the parties on the time limist of repayment of the
loan, or the agreement is unclear, if it cannot be
determined according to the provisions of Article
510 of this Code, the borrower may repay the loan
at any time, and the lender may demand the bor-
rower to repay the loan within a reasonable period
of time.

Article 676

A borrower who fails to repay the loan within the
agreed time limit shall pay an overdue interest in
accordance with the agreement or the relevant re-
gulations of the State.

Article 677

Where a borrower makes a prepayment of the
loan, unless otherwise agreed by the parties, the
interest shall be calculated according to the actual
duration of the loan.

Article 678

A borrower may apply to the lender for an exten-
sion of the term of the loan before the loan beco-
mes due. The term of the loan may be extended
upon consent of the lender.

Article 679
A loan contract between natural persons is formed
at the time when the lender provides the loan.
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Article 680

Usurious loans are prohibited, and the interest rate
for lending shall not violate the relevant regulations
of the State.

Where there is no agreement on payment of inte-
rest in the loan contract, the loan shall be deemed
as bearing no interest.

Where the agreement on the payment of interest in
a loan contract is unclear, if the parties are unable
to reach a supplementary agreement, the interest
shall be determined by taking account of the practi-
ces of the local area or between the parties such as
the method of transaction, course of dealing, the
market interest rate, and the like. Where the loan is
between nature persons, the loan shall be deemed
as bearing no interest.

Chapter XIII Suretyship Contracts
Section 1 General Rules

Article 681

A suretyship contract is a contract under which a
surety and a creditor agree, for the purpose of en-
suring the enforcement of an underlying claim, that
the surety shall perform the obligation or bear the
liability when the debtor fails to perform it when it
is due or a circumstance as agreed by the parties
occurs.

Article 682

A suretyship contract is an accessary contract su-
bordinated to a principal claim-obligation contract.
Where the principal contract is invalid, the surety-
ship contract is invalid, unless otherwise provided
by law.

Where a suretyship contract is determined to be in-
valid, the debtor, surety, or creditor who are at fault
shall each bear civil liability in proportion to their
respective fault.

Article 683

No State-organ leagal person may act as a surety,
except that a state organ may, upon approval of the
State Council, act as a surety in re-lending of the
loans granted by a foreign government or an inter-
national economic organization.

No non-profit legal person established for public
interest purposes or unincorporated organization
may act as a surety.

Article 684

A suretyship contract generally contains clauses
specifying the kind and amount of the principal
claim that is secured, the time limit for the debtor
to perform the obligation, the modes, scope, and
term of the suretyship, and the like.

Article 685

A suretyship contract may be a contract concluded
separately in writing or a guarantee clause in a prin-
cipal claim-obligation contract.

A suretyship contract is formed when a third person uni-
laterally makes a guarantee in writing to a creditor who
accepts it without making an objection.

Article 686

Suretyship consists of general suretyship and su-
retyship with joint and several liability.

Where there is no agreement in the surety contract
on the form of the suretyship or the agreement is
unclear, the surety shall bear the liability as in the
form of a general suretyship.

Article 687

Where the parties agree in a suretyship contract
that the surety shall undertake suretyship liability if
the debtor is unable to perform his obligation, such
a suretyship is a general suretyship.

A surety in a general suretyship may refuse to un-
dertake suretyship liability to the creditor befo-
re a dispute arising from the principal contract is
adjudicated or arbitrated and where the debtor is
still unable to fully perform the obligation after his
assets have been enforced in accordance with law,
unless one of the following circumstances occurs:
(1) the whereabouts of the debtor have been
unknown and there is no property available for en-
forcement;

(2) the people’s court has accepted the
debtor’s bankruptcy petition’;
(3) the creditor has evidence to prove that the

debtor’s property is insufficient to perform all of
the obligations or the debtor loses his capacity to
perform the obligation; or

(4) the surety waives his right provided in this
paragraph in writing.

Article 688

Where the parties agree in a suretyship contract
that the surety and the debtor shall be jointly and
severally liable for the obligation, such a suretyship
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is a suretyship with joint and several liability.
Where a debtor under a suretyship with joint and
several liability fails to perform his obligation due
or when a circumstance agreed by the parties oc-
curs, the creditor may request the debtor to per-
form his obligation, or request the surety to under-
take the suretyship liability within the scope of his
suretyship.

Article 689
A surety may request the debtor to provide a coun-
ter-security.

Article 690

A surety and a creditor may, through consultation,
conclude a contract of maximum suretyship for flo-
ating claims to provide guarantee for the creditor’s
claims which will arise consecutively within a certain
period of time and the total amount of which is up
to the maximum amount of his claims. In addition to
applying the provisions of this Chapter, the relevant
provisions of Book Two of this Code on the maximum
mortgage for floating claims shall be applied mutatis
mutandis.

Section 2 Suretyship Liability

Article 691
The scope of the suretyship covers the principal
claims and the interest thereof, the liquidated da-
mages, compensatory damages, and the expenses
for enforcing the claim, unless otherwise agreed by
the parties.

Article 692

The term of suretyship is the period during which
the surety shall undertake suretyship liability, and
such period shall not be suspended, interrupted, or
extended.

A creditor and a surety may agree on the term of
suretyship. However, where the expiration date
of the agreed term of suretyship is earlier than or
the same as the expiration time for performance
of the principal obligation, it is deemed as there
is no agreement on the term of suretyship. Whe-
re there is no agreement between the parties on
the term of suretyship or the agreement is un-
clear, the term of suretyship shall be six months
from the date of expiration of the time limit for
performance of the principal obligation.

Where a creditor and a debtor fails to agree on the
time limit for performance of the principal obliga-
tion or the agreement is unclear, the term of su-
retyship shall be counted from the date when the
grace period for the creditor to request the debtor
to perform the obligation expires.

Article 693

Where a creditor of a general suretyship fails to
file a lawsuit or apply for arbitration against the
debtor within the term of suretyship, the surety
no longer bears the suretyship liability.

Where a creditor of a suretyship with joint and se-
veral liability fails to request the surety to under-
take his suretyship liability within the term of su-
retyship, the surety no longer bears the suretyship
liability.

Article 694

Where a creditor of a general suretyship files a law-
suit or apply for arbitration against the debtor pri-
or to the expiration of the term of suretyship, the
limitation period of the suretyship obligation shall
be counted from the date when the surety’s right
to refuse to undertake the suretyship liability is ex-
tinguished.

Where a creditor of a suretyship with joint and se-
veral liability requests the surety to undertake his
suretyship liability prior to the expiration of the
term of suretyship, the limitation period of the su-
retyship obligation shall be counted from the date
when the creditor requests the surety to undertake
his suretyship liability.

Article 695

Where a creditor and a debtor, without the surety’s
consent in writing, agree to alter the content of the
principal claim-obligation contract, if the obligation
is reduced, the surety shall continue to bear the
suretyship liability for the altered obligation; if the
obligation is increased, the surety shall not bear the
suretyship liability for the increased part.

Where a creditor and a debtor alter the time limit
for performance of the principal claim-obligation
contract the term of suretyship shall not be af-
fected unless upon the surety’s written consent.

Article 696

Where a creditor transfers his claim in whole or
part without notifying the surety, such a transfer is
not effective against the surety.
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Where transfer of a claim is prohibited as agreed
between the surety and the creditor, if the creditor
transfers its claim without the surety’s written con-
sent, the surety shall no longer bear the suretyship
liability.

Article 697

Where a creditor, without the surety’s written con-
sent, allows the debtor to transfer the obligation in
whole or part, the surety shall no longer bear the
suretyship liability to the extent of the obligation
transferred without his consent, unless otherwise
agreed by the creditor and the surety.

Where a third person joins to be one of the debtors,
the surety’s liability shall not be affected.

Article 698

Upon expiration of the time limit for performance
of the principal obligation, if the surety of a gene-
ral suretyship provides to the creditor true infor-
mation concerning the debtor’s property available
for enforcement, but the creditor waives or fails to
exercise his right, and thus causing such property to
be unenforceable, the surety shall no longer bear
liability to the extent of the value of the said pro-
perty available for enforcement the information of
which is provided by the surety.

Article 699

Where there are two or more sureties guarante-
eing one obligation, the sureties shall undertake
the suretyship liability in proportion to their sha-
re of suretyship in accordance with the suretyship
contract. In the absence of such an agreement, the
creditor may request any of the sureties to under-
take the suretyship liability within the scope of his
liability.

Article 700

After a surety has assumed the suretyship liability, un-
less otherwise agreed by the parties, the surety has
the right to indemnification against the debtor within
the scope of his suretyship liability, and may enjoy the
right of the creditor against the debtor, provided that
the creditor’s interests shall not be harmed.

Article 701

A surety may claim a defense that the debtor has
against the creditor. Where the debtor waives his ri-
ght of defense, the surety shall still have the right to
claim such defense against the creditor.

Article 702

Where a debtor has the right of offset or revoca-
tion against the creditor, the surety may refuse to
undertake the suretyship liability within the corre-
sponding scope.

Chapter XIV Lease Contracts

Article 703

A lease contract is a contract under which a lessor
delivers the leased object to a lessee for use or for
obtaining proceeds, for which the lessee pays the
rent.

Article 704

A lease contract generally contains clauses speci-
fying the name, quantity, purpose of use of the lea-
sed object, the term of the lease, rent, and the time
limit and method of its payment, and the mainte-
nance of the leased object, and the like.

Article 705

The term of a lease may not exceed twenty years.
If a lease exceeds twenty years, the part beyond
twenty years is invalid.

Upon expiration of the lease term, the parties may
renew the lease contract, provided that the agreed
term of lease may not exceed twenty years from
the date of renewal.

Article 706

The parties’ failure to register the lease contract in
accordance with the provisions of laws and admi-
nistrative regulations does not affect the validity of
the contract.

Article 707

A lease contract with a term exceeding six months
shall be made in writing. Where the lease contract
between the parties is not in writing, if the term
can not be determined, the lease shall be deemed
as a lease with an indefinite term.

Article 708

A lessor shall deliver the leased object to the lessee in
accordance with the agreement and keep the leased
object fit for the agreed use during the lease term.

Article 709
A lessee shall use the leased object in a manner

CPO & Partners (Shanghai) Co.,Ltd.
Yan ‘an middle road n.841, Jing ‘an District 200040, Shanghai - OOCL Plaza, Floor 26, Suite 2604, 2605
Tel: +86 021 63120097 — www.cpopartners.com — e-mail: shanghai@cpopartners.com



-

-

&partners

LEGAL&TAX ADVISORY

as agreed by the parties. Where there is no agree-
ment between the parties on the manner of use or
the agreement is unclear, if it cannot be determi-
ned according to the provisions of

Article 510 of this Code, the leased object shall be
used in line with its nature.

Article 710

Where a lessee uses the leased object in a manner
as agreed by the parties or in line with its nature,
he shall not bear the liability for the wear and tear
on the leased object.

Article 711

Where a lessee fails to use the leased object in a
manner as agreed by the parties or in line with its
nature, thus causing damage to the leased object,
the lessor may rescind the contract and request for
compensation.

Article 712

A lessor shall perform the duty of maintaining the
leased object, unless otherwise agreed by the par-
ties.

Article 713

Where a leased object needs to be maintened or
repaired, the lessee may request the lessor to have
it maintened and repaired within a reasonable pe-
riod of time. Where the lessor fails to perform the
obligation of maintenance or repair, the lessee may
maintain or repair the leased object by himself and
the expenses thus incurred shall be borne by the
lessor. If the maintenance or repair of the leased
object affects the lessee’s use of it, the rent shall be
reduced or the term of the lease shall be extended
accordingly.

Where a leased object needs to be maintened or
repaired due to the lessee’s negligence, the lessor
shall not bear the obligation of maintenance or re-
pair as provided in the preceding paragraph.

Article 714

A lessee shall properly keep the leased object and
shall bear the liability for compensation if the lea-
sed object is destructed, damaged, or lost owing to
his failing to properly keep it.

Article 715
A lessee may, upon the lessor’s consent, improve
the leased object or install additions thereto.

Where a lessee improves the leased object or in-
stall additions thereto without the consent of the
lessor, the lessor may request the lessee to restore
the leased object to its original status or to com-
pensate for the losses.

Article 716

A lessee may, upon the lessor’s consent, suble-
ase the leased object to a third person. The le-
ase contract between the lessee and the lessor
shall continue to be valid despite the sublease
by the lessee, and if the third person causes
loss to the leased object, the lessee shall bear
the liability for compensation.

Where a lessee subleases the leased object wi-
thout the consent of the lessor, the lessor may re-
scind the contract.

Article 717

Where a lessee, upon consent of the lessor, suble-
ases the leased object to a third person, if the term
of the sublease exceeds the remaining term of the
lessee, the sublease in the period in excess of the
original term shall not be legally binding on the les-
sor unless otherwise agreed by the lessor and the
lessee.

Article 718

Where a lessor knows or should have known of
the sublease made by a lessee but fails to raise any
objection within six months, the lessor is deemed
to have consented to the sublease.

Article 719

Where a lessee defaults on payment of the rent,
the sublessee may pay the rent in arrears and the
liguidated damages for the lessee, unless the su-
blease contract is not legally binding on the lessor.
The rent and liquidated damages paid by the su-
blessee for the lessee may be used to offset the
rent payable by the sublessee to the lessee. If the
amount of rent and liquidated damages thus paid
by the sublessee exceeds the rent, the sublessee
has the right to indemnification against the lessee.

Article 720

Any proceeds accrued from the possession or use
of the leased object during the term of the lease
shall belong to the lessee, unless otherwise provi-
ded by the parties.
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Article 721

A lessee shall pay the rent within the time limit in
accordance with the agreement. Where there is no
agreement between the parties on the time limit
for paying the rent or the agreement is unclear, if it
cannot be determined according to the provisions
of Article 510 of this Code, the rent shall be paid at
the time the term of the lease expires if the term
is less than one year, or at the end of each full year
where the term is more than one year, provided
that the rent shall be paid at the time the term of
the lease expires if the remaining term is less than
one year.

Article 722

Where a lessee fails to pay the rent or delays a pay-
ment of the rent without just cause, the lessor may
request the lessee to pay the rent within a reaso-
nable period of time, and may rescind the contract
if the lessee fails to pay the rent within such period
of time.

Article 723

Where a lessee is unable to use or to receive bene-
fit from the leased object owing to a claim from a
third person, the lessee may request for a reduction
of or exemption from the rent.

Where a third person claims his right against the
leased object, the lessee shall notify the lessor in a
timely manner.

Article 724

A lessor may rescind the contract under any of the
following circumstances if the leased object cannot
be used due to a reason not attributable to the les-
see:

(1) the leased object is seized or detained by
the judicial authority or administrative authority in
accordance with law;

(2) there are disputes over the attribution of
rights of the leased object; or
(3) the leased object violates mandatory pro-

visions of laws and administrative regulations in re-
spect of the conditions for use thereof.

Article 725

A change in the ownership of a leased object du-
ring the period that a lessee possesses the leased
object in accordance with the lease contract shall
not affect the validity of the lease contract.

Article 726

A lessor intending to sell a leased house shall notify
the lessee within a reasonable period of time prior
to the sale, and the lessee shall have the priority ri-
ght to purchase the house under equivalent condi-
tions, unless the person who is a co-owner by share
exercises his priority right to purchase the house or
if the lessor sells it to his close relatives.

Where a lessee fails to explicitly express his inten-
tion to purchase the house within fifteen days after
the lessor has fulfilled his obligation of notification,
the lessee shall be deemed to have waived such
priority right.

Article 727

Where a lessor authorizes an auctioneer to sell the
leased house through auction, he shall notify the
lessee five days prior to the auction. The lessee
shall be deemed to have waived his priority right to
purchase it if he fails to participate in the auction.

Article 728

Where a lessor fails to notify the lessee or otherwi-
se hinders the lessee from exercising his priority
right to purchase the leased house, the lessee may
request the lessor to bear the liability for compen-
sation, except that the validity of the contract for
sale of the leased house concluded between the
lessor and a third person shall not be affected.

Article 729

Where a leased object is partially or wholly de-
structed, damaged, or lost for a cause not attri-
butable to the lessee, the lessee may request a
reduction or exemption of the rent; and the les-
see may rescind the contract if the purpose of the
contract is unable to be achieved owing to such de-
struction, damage, or loss.

Article 730

Where there is no agreement between the parties
on the term of the lease, or the agreement is uncle-
ar, if it cannot be determined according to the pro-
visions of Article 510 of this Code, the lease shall
be deemed a lease with an indefinite term. Either
party may rescind the contract at any time, provi-
ded that the other party shall be notified within a
reasonable period of time in advance.

Article 731
Where a leased object endangers a lessee’s safety
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or health, the lessee may rescind the contract at
any time, even if the lessee is clearly aware of the
substandard quality of the leased object upon con-
cluding the contract.

Article 732

Where a lessee dies within the term of lease of a
leased house, a person who lives with or the joint
operator of the deceased may lease the house ac-
cording to the original lease contract.

Article 733
A lessee shall return the leased object upon expi-
ration of the term of the lease. The leased object
returned shall be maintained in its after-use state
in accordance with the agreement or in line with
its nature.

Article 734

Where a lessee continues to use the leased object
after the expiration of the term of the lease and the
lessor has not raised any objection, the original le-
ase contract shall continue to be valid, except that
the lease term shall become unfixed.

Upon expiration of the lease, a lessee of the house
has the priority right to lease it under equivalent
conditions.

Chapter XV Contracts for Financing Lease

Article 735

A contract for financing lease is a contract under
which a lessee selects a leased object and its seller,
and a lessor purchases the leased object from the
selected seller and provides it to the lessee for use,
who pays the rent in return.

Article 736

A contract for financing lease generally contains
clauses specifiying the name, quantity, specifi-
cations, technical performance, and inspection
method of the leased object, the term of the lea-
se, the composition of rent, the time limit, method,
and currency for payment of the rent, the owner-
ship over the leased object upon expiration of the
term, and the like.

A contract for financing lease shall be made in wri-
ting.

Article 737
A contract for financing lease concluded by the par-
ties on a fictitious leased object is void.

Article 738

Where the operation or use of a leased object re-
quires administrative license in accordance with
the provision of laws and administrative regula-
tions, the failure of the lessor to obtain such admi-
nistrative license does not affect the validity of the
contract for financing lease.

Article 739

Where a lessor concludes a sales contract based
on a lessee’s selection of the seller and the leased
object, the seller shall deliver the object to the les-
see as agreed by the parties, and the lessee shall
enjoy the rights of a buyer with regard to the object
received.

Article 740

A lessee may refuse to accept the subject matter
delivered by the seller where a seller breaches his
obligation of delivery of the subject matter to the
lessee, and one of the following circumstances oc-
curs:

(1) the subject matter is materially inconsi-
stent with the agreement; or
(2) the seller fails to deliver the subject matter

as agreed by the parties, and still fails to deliver it
within a reasonable period of time after being de-
manded by the lessee or the lessor.

Where a lessee refuses to take delivery of the subject
matter, he shall promptly notify the lessor.

Article 741

The lessor, the seller, and the lessee may agree
that, where the seller fails to perform the obliga-
tions under the sales contract, the lessee shall exer-
cise the right to claim against the seller. Where the
lessee exercises such a right, the lessor shall render
assistance.

Article 742

A lessee’s exercise of the right to claim against the
seller shall not affect his performance of the obliga-
tion to pay the rent. However, where a lessee has
relied upon the lessor’s expertise in selecting the le-
ased object or the lessor has intervened with the se-
lection of the leased object, the lessee may request
reduction or exemption of the rent accordingly.
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Article 743

Where any of the following circumstances occurs,
which causes the failure of the lessee to exercise
the right to claim against the seller, the lessee has
the right to request the lessor to bear correspon-
ding liability:

(1) the lessor clearly knows that the leased
object has quality defects but fails to notify the les-
see; or

(2) when the lessee exercises the right to
claim, the lessor fails to provide necessary assistan-
ce in a timely manner.

Where a right to claim agaisnt the seller may only
be exercised by the lessor but the lessor fails to
exercise such right owing to his indolent, thus cau-
sing loss to the lessee, the lessee has the right to
request the lessor to bear the liability for compen-
sation.

Article 744

Where a lessor concludes a sales contract based on
the lessee’s selection of the seller and the leased
object, the lessor may not, without the consent of
the lessee, modify the content of the contract rela-
ted to the lessee.

Article 745

The lessor’s ownership over the leased object shall,
without being registered, not be asserted against a
bona fide third person.

Article 746

The rent under a contract for financing lease shall,
unless otherwise agreed by the parties, be deter-
mined according to the whole or major part of the
cost for purchasing the leased object plus reaso-
nable profits to be gained by the lessor.

Article 747

Where a leased object does not conform to the
agreement or the purpose of its use, the lessor
shall not bear any liability, unless the lessee has
relied upon the lessor’s expertise in selecting the
leased object or the lessor has intervened with the
selection of the leased object.

Article 748

A lessor shall guarantee the possession and use of
the leased object by the lessee.

A lessee has the right to request the lessor to bear
the liability for compensation where the lessor falls

under any of the following circumstances:

(1) taking back the leased object without just
cause;

(2) obstructing or interfering with the posses-
sion and use of the leased object by the lessee wi-
thout just cause;

(3) a third person claims a right over the lea-
sed object due to a reason attributable to the les-
sor; or

(4) the lessor otherwise improperly affects the
possession and use of the leased object by the les-
see.

Article 749

Where a leased object causes any personal injury
or property damage to a third person during the
period it is under the lessee’s possession, the lessor
shall not bear any liability.

Article 750

A lessee shall properly maintain and use the leased
object.

A lessee shall perform the obligation for the main-
tenance of the leased object during the period the
leased object is under his possession.

Article 751

Where the leased object is destructed, damaged,
or lost during the period it is under the possession
of the lessee, the lessor has the right to request the
lessee to continue to pay the rent, unless otherwise
provided by law or agreed by the parties.

Article 752

A lessee shall pay the rent in accordance with the
agreement. Where a lessee fails to pay the rent
within a reasonable period of time after being de-
manded, the lessor may request full payment of
the rent, or rescind the contract and take back the
leased object.

Article 753

Where a lessee transfers, mortgages, pledges, inve-
sts and contributes as share, or otherwise disposes
of the leased object without the lessor’s consent,
the lessor may rescind the contract for financing
lease.

Article 754
A lessor or a lessee may rescind the contract for
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financing lease under any of the following circum-
stances:

(1) the sales contract between the lessor and
the seller is rescinded, determined as void or re-
voked, and the parties fail to conclude a sales con-
tract anew;

(2) the leased object is destructed, damaged,
or lost due to a reason not attributable to the par-
ties, and it is impossible to repair the leased object
or determine a substitute therefor; or

(3) the purpose of the contract for financing
lease cannot be achieved owing to a reason attri-
butable to the seller.

Article 755

Where a contract for financing lease is rescinded
because the sales contract is rescinded, invalida-
ted, or revoked, if the seller and the leased object
are selected by the lessee, the lessor has the right
to request the lessee to compensate for the cor-
responding losses, unless the sales contract is re-
scinded, invalidated, or revoked owing to a reason
attributable to the lessor.

Where the losses of the lessor have been recovered
at the time the sales contract is rescinded, invalida-
ted, or revoked, the lessee no longer bears liability
for compensation.

Article 756

Where a contract for financing lease is rescinded
owing to a reason not attributable to the parties,
such as an accidental destruction, damage, or loss
of the leased object after it is delivered to the les-
see, the lessor may request the lessee to make
compensation based on the depreciation status of
the leased object.

Article 757

A lessor and a lessee may agree on the ownership
over the leased object upon expiration of the term
of the lease. Where there is no agreement between
the parties on the ownership of the leased object
or the agreement is unclear, if it cannot be deter-
mined according to the provisions of Article 510 of
this Code, the ownership of the leased object shall
belong to the lessor.

Article 758

Where the parties agree that the lessee shall have
the ownership over the leased object upon expira-
tion of the term of the lease, if the lessee has paid

most of the rent but is unable to pay the remai-
ning part, and the lessor has therefore rescineded
the contract and taken back the leased object, the
lessee may request the corresponding refund if the
value of the leased object taken back exceeds the
rent and other expenses in arrears.

Where the parties agree that the lessor shall
have the ownership over the leased object upon
expiration of the term of the lease, and the les-
see is unable to return the leased object due to
destruction, damage, or loss of the leased object,
or because the leased object has attached to or
been mixed with another thing, the lessor has
the right to request the lessee to make reaso-
nable compensation.

Article 759

Where the parties agree that the lessee is only re-
quired to pay the lessor a symbolic price upon expi-
ration of the term of the lease, the ownership of the
leased object shall be deemed as belonging to the
lessee after the lessee has fulfilled his obligation to
pay the rent in accordance with the agreement.

Article 760

Where a contract for financing lease is invalid and
the parties have agreed on the ownership of the
leased object under such a circumstance, such an
agreement shall be followed. Where there is no
agreement between the parties on the ownership
of the leased object or the agreement is unclear, the
leased object shall be returned to the lessor. Howe-
ver, where the contract becomes invalid owing to a
reason attributable to the lessee, if the lessor does
not request the return of the leased object or the
return of the leased object will significantly reduce
the usefulness thereof, the ownership of the lea-
sed object shall belong to the lessee, and the lessee
shall make reasonable compensation to the lessor.

Chapter XVI Factoring Contracts

Article 761

A factoring contract is a contract under which a cre-
ditor of accounts receivable transfers the existing
or after-acquired accounts receivable to a factor
who provides services such as accommodation of
funds, management or collection of the accounts
receivable, guarantee for the payment of a debtor
of the accounts receivable, and the like.
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Article 762

A factoring contract generally contains clauses spe-
cifying the business type, scope of service, term of
service, information on the underlying transaction
contract and the accounts receivable, the financing
funds through factoring, the service remuneration,
the methods of payment thereof, and the like.

A factoring contract shall be in writing.

Article 763

Where a creditor and a debtor fabricate an account
receivable as the object of transfer and then con-
clude a factoring contract on it with a factor, the
debtor of the fabricated account receivable shall
not assert a defense against the factor on the
ground that the account receivable does not exist,
unless the factor clearly knows such fabrication.

Article 764

Where a factor notifies a debtor of an account re-
ceivable of the assignment of the account recei-
vable, he shall disclose his identity as a factor and
present necessary certifying documents.

Article 765

Where, after a debtor of an account receivable re-
ceives the notice of assignment thereof, the creditor
and the debtor of the account receivable agree to
modify or terminate the underlying contract without
just cause, which has an adverse impact on the fac-
tor, such modification or termination is not effective
against the factor.

Article 766

Where the parties agree that the factoring is one
with the right of recourse, the factor may claim
against the creditor of the account receivable for
refunding the principal and interest of the financing
funds or redemption of the claim on the account re-
ceivable, or claim against the debtor of the account
receivable. Where a factor claims against the debtor
of the account receivable after deducting the princi-
pal and interest of the financing funds and the other
relevant expenses, any balance shall be returned to
the debtor of the account receivable.

Article 767

Where the parties agree that the factoring is one
without the right of recourse, the factor shall claim
against the debtor of the account receivable, and
the factor is not required to return to the creditor

of the account receivable the amount in excess of
the principal and interest of the financing funds
and the other relevant expenses he has obtained.

Article 768

Where a creditor of an account receivable conclu-
des multiple factoring contracts with different fac-
tors so that the factors claim their rights against
the same account receivable, the account recei-
vable shall be obtained by the factor of a registe-
red factoring contract in priority over the factors
of unregistered factoring contracts, or, where all
factoring contracts are registered, by the factors in
an order according to the time of registration, or,
where none of the factoring contracts have been
registered, by the factor stated in the transfer no-
tice which has reached the debtor of the account
receivable first in time. Where none of the facto-
ring contracts have been registered and no transfer
notice has been sent, the account receivable shall
be obtained by the factors on a pro rata basis on
the amount of financing funds each has provided,
or the service remuneration each is entitled to.

Article 769

For matters not provided in this Chapter, the rele-
vant provisions of Chapter Six of this Book on the
assignment of claims shall be applied.

Chapter XVII Work Contracts

Article 770

A work contract is a contract under which a con-
tractor, in accordance with the requirements of a
client, completes a work and delivers the work pro-
duct to the client who pays remuneration in return.
A contracted work includes processing, manu-
facturing on order, repair, reproduction, testing,
inspection, and the like.

Article 771

A work contract generally contains clauses speci-
fying the object, quantity, and quality of the work,
remuneration of the work, the mode of the work,
supply of materials, the period of performance, the
standard and method of inspection, and the like.

Article 772
The contractor shall complete the principal part of
the work with his own equipment, technology, and
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labor force, unless otherwise agreed by the parties.
Where a contractor entrusts the major part of the
contracted work with a third person, the contractor
shall be accountable to his client concerning the
work completed by the third person and the client
may rescind the contract if he has not consented
thereto.

Article 773

A contractor may entrust the accesory part of his con-
tracted work with a third person. Where a contractor
entrusts an accessory part of the contracted work to
a third person, the contractor shall be accountable to
the client concerning the work product completed by
the third person.

Article 774

Where a contractor is to provide the materials, he
shall select and use the materials in accordance
with the agreement and accept the inspection of
the client.

Article 775

Where a client is to provide the materials, he shall
provide the materials in accordance with the agre-
ement. The contractor shall promptly inspect the
materials provided by the client, and, if any incon-
formity is found, the contractor shall promptly re-
quest the client to make replacement, make up the
shortage or take other remedial measures.
Without the consent of the client, a contractor may
not change the materials provided by the client
nor change the accessories and parts which do not
need repair.

Article 776

A contractor shall promptly notify the client if he
finds that the drawings or technical requiremen-
ts provided by the client are unreasonable. Whe-
re losses are caused to the contractor due to the
client’s failure to response or the like reasons, the
client shall bear the liability for compensation.

Article 777

Where, in the course of a contracted work, the
client changes his requirements, thus causing loss
to the contractor, the client shall bear liability for
compensation.

Article 778
Where a contracted work requires assistance from

the client, the client has the obligation to provide
such assistance. Where the client fails to perform
such obligation, thus making the completion of the
contracted work impossible, the contractor may
demand him to perform his obligation within a re-
asonable period of time, and may also extend the
term of performance accordingly. If the client still
fails to fulfill his obligation within the extend term,
the contractor may rescind the contract.

Article 779

A contractor shall accept necessary supervision and
inspection of the client in the course of his work.
The client may not disturb the normal work of the
contractor by such supervision and inspection.

Article 780

Upon completion of his work, a contractor shall de-
liver to the client the work product and provide the
client with the necessary technical materials and re-
lated quality certificates. The client shall inspect the
work product for acceptance.

Article 781

Where the work product delivered by the contrac-
tor fails to meet the quality requirements, the client
may, in a reasonable manner, request the contrac-
tor to bear default liability in forms of repair, rewor-
king, remuneration reduction, or compensation for
losses.

Article 782

A client shall pay remuneration within the time li-
mit agreed by the parties. Where there is no agre-
ement between the parties on the time limit for
paying remuneration or the agreement is unclear,
if it cannot be determined according to the pro-
visions of Article 510 of this Code, the client shall
make payment at the time of delivery of the work
product; and where part of the work product is de-
livered, the client shall pay the corresponding re-
muneration.

Article 783

Where a client fails to make such payments as re-
muneration or materials fees, the contractor has the
right to retain the work product under lien or to refu-
se delivery, unless otherwise agreed by the parties.

Article 784
A contractor shall properly keep the materials pro-
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vided by the client and the completed work pro-
duct, and shall bear the liability for compensation if
such materials or the work product are destructed,
damaged or lost owing to his inappropriate mainte-
nance thereof.

Article 785

A contractor shall keep confidential the relevant in-
formation in accordance with the requirements of
the client and, without the latter’s permission, may
not retain copies or technical data thereof.

Article 786
Co-contractors shall bear joint and several liabilities
to the client, unless otherwise agreed by the parties.

Article 787

The client may rescind the work contract at any
time before the contractor completes his work,
provided that he shall bear the liability for compen-
sating any loss thus caused to the contractor.

Chapter XVIII Contracts for Construction Project

Article 788

A contract for construction project is a contract un-
der which a contractor carries out the construction
of a project and the contract-offering party pays
the price in return.

Contracts for construction project consist of con-
tracts for project prospecting, designing, and con-
struction.

Article 789
A contract for construction project shall be made
in writing.

Article 790

Bidding for a construction project shall be carried
out in an open, fair, and impartial manner in accor-
dance with the provisions of the relevant laws.

Article 791

A contract-offering party may conclude a contract
for construction project with a general contractor,
or conclude separate contracts for prospecting,
designing, and construction with the prospecting,
designing, and construction parties respectively. A
contract-offering party may not break up one con-
struction project that should be completed by one

contractor into several parts and offer them to se-
veral contractors.

A general contractor or a prospecting, designing
or construction contractor may, upon consent by
the contract-offering party, entrust part of the con-
tracted work with a third person. The third person
shall assume joint and several liability with the ge-
neral contractor or the prospecting, engineering,
or construction contractor to the contract-offering
party on the work product of the third person. A
contractor may not delegate the whole of the con-
tracted construction project to a third person or
break up

the contracted construction project into several
parts and delegate them separately to third per-
sons in the name of subcontracting.

A contractor is prohibited from subcontracting the
contracted project to any entity without the corre-
sponding qualifications. A subcontractor is prohibi-
ted from re-subcontracting the contracted project.
The main structure of the construction project
must be completed by the contractor itself.

Article 792

Contracts for major construction projects of the
State shall be concluded in accordance with the
procedures set forth by the State and such docu-
ments as investment plans and feasibility study
reports approved by the State.

Article 793

Where a contract for construction project is in-
valid but the construction project has passed the
inspection for acceptance, the contractor may be
compensated with reference to the project price
agreed in the contract and based on the appraised
price of the construction project.

Where a contract for construction project is inva-
lid and the construction project fails to pass the
inspection for acceptance, it shall be dealt with in
accordance with the following provisions:

(2) where the construction project after being
repaired has passed the inspection for acceptance,
the contract-offering party may request the con-
tractor to bear the repairing costs; or

(2) where the construction project after being
repaired still fails to pass the inspection for accep-
tance, the contractor has no right to request for
payment with reference to the project price agreed
in the contract or based on the appraised price of
the construction project.
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Where a contract-offering party is at fault for the
loss caused by the substandard of the construction
project, he shall bear corresponding liabilities.

Article 794

A prospecting or designing contract generally con-
tains clauses specifying the time limit for submis-
sion of documents relating to the basic materials
and budget, quality requirements, expenses and
other cooperative conditions, and the like.

Article 795

A construction contract generally contains clauses
specifying the project scope, the period for con-
struction, the time of commencement and com-
pletion of the project to be delivered in midcour-
se, project quality, costs, delivery time of technical
materials, the responsibility for the supply of ma-
terials and equipment, fund allocation and settle-
ment, project inspection and acceptance upon its
completion, range and period of quality warranty,
cooperation, and the like.

Article 796

For any construction project to which a superinten-
dence system is applied, the contract-offering party
shall conclude an entrustment contract of supe-
rintendence in writing with the entrusted superin-
tendent. The rights and obligations as well as the
legal liabilities of the contract-offering party and
the superintendent shall be defined in accordance
with the provisions on entrustment contracts of
this Book as well as the relevant provisions of other
laws and administrative regulations.

Article 797

The contract-offering party may, without disturbing
the normal operation of the contractor, inspect the
progress and quality of the work at any time.

Article 798

Prior to the concealment of a concealed project,
the contractor shall notify the contract-offering
party to inspect it. If the contract-offering party
fails to conduct an inspection in a timely man-
ner, the contractor may extend the period for the
completion of the project accordingly, and may
request compensation for losses caused by the
work stoppage, the workers’ forced idleness, and
the like.

Article 799

Upon completion of a construction project, the con-
tract-offering party shall promptly undertake the in-
spection for acceptance in accordance with the con-
struction drawings and descriptions, as well as the
rules of inspection and acceptance of construction
projects and the standards for quality inspection
issued by the State. Where the project passes the
inspection for acceptance, the contract-offering
party shall pay the agreed price and take over the con-
struction project.

A construction project may be delivered and put into
use only after it has passed the inspection for accep-
tance upon completion. Without being inspected
or failing to pass the inspection, the construction
project may not be delivered or put into use.

Article 800

Where losses are caused to a contract-offering
party due to the fact that the prospecting or de-
signing does not conform to the quality require-
ments or that the prospecting or designing docu-
ments are not submitted as scheduled, so that the
period for construction is delayed, the prospecting
or designing party shall continue on perfecting the
prospecting or designing, reduce or waive the pro-
specting or designing fees, and make compensa-
tion for the losses.

Article 801

Where the quality of a construction project fails to
conform to the contract due to a reason attribu-
table to the constructor, the contract-offering party
has the right to request the constructor to repair,
rework, or reconstruct the project without further
charge within a reasonable period of time. If de-
livery is delayed because of the repair, reworking,
reconstruction, the constructor shall bear default
liability.

Article 802

Where a construction project causes personal
injury and property damage due to a reason attri-
butable to the contractor within a reasonable pe-
riod of use of the project, the contractor shall bear
the liability for compensation.

Article 803

Where a contract-offering party fails to provide raw
materials, equipments, premises, funds, or techni-
cal materials at the agreed time and pursuant to
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the agreed requirements, the contractor may ex-
tend the period of construction accordingly and
has the right to request compensation for the los-
ses caused by work stoppage, and workers’ forced
idleness, and the like.

Article 804

If a construction project is stopped or suspended
in midcourse due to a reason attributable to the
contract-offering party, the contract-offering par-
ty shall take measures to make up for the loss or
mitigate the loss, and compensate the contractor
for any losses caused and actual expenses incurred
by work stoppage, workers’ forced idleness, back
transportation, transfer of machinery equipment,
the backlog of materials and structural componen-
ts, and the like.

Article 805

Where a contract-offering party alters his plan, pro-
vides inaccurate materials, or fails to provide ne-
cessary working conditions for prospecting or de-
signing as scheduled, thus causing the redoing or
stoppage of the prospecting or designing work, or
the revision of the design, the contract-offering par-
ty shall pay additional fees according to the amount
of work actually undertaken by the prospecting or
designing party.

Article 806

Where a contractor delegates or illegally subcon-
tracts the construction project to others, the con-
tract-offering party may rescind the contract.
Where the main construction materials, con-
struction components and accessories, and equi-
pment provided by the contract-offering party fail
to conform to the mandatory standard, or the con-
tract-offering party fails to perform his obligations
to provide assistance, so that the contractor cannot
undertake the construction work, if the contract-of-
fering party still fails to perform the corresponding
obligations within a reasonable period of time after
being demanded, the contractor may rescind the
contract.

Where, after the contract is rescinded, the quality
of the completed construction project is found to
be up to standard, the contract-offering party shall
make corresponding payment for the construction
project in accordance with the agreement. If the
quality of the completed construction project is
found to be substandard, the provisions of Article

793 of this Code shall be applied mutatis mutandis.

Article 807

Where a contract-offering party fails to pay the
price in accordance with the agreement, the con-
tractor may demand the contract-offering party to
make the payment within a reasonable period of
time. Where the contract-offering party still fails
to pay the price upon expiration of the said pe-
riod, the contractor may negotiate with the con-
tract-offering party to appraise the construction
project to satisfy the obligation, or request the
people’s court to sell the project through auction
in accordance with law, unless the construction
project is by its nature unsuitable for appraisal or
auction. The payment for the construction of the
project shall be satisfied, in priority, from the pro-
ceeds obtained from the appraisal or auction of
the said project.

Article 808
For matters not provided in this Chapter, the rele-
vant provisions on work contracts shall be applied.

Chapter XIX Transport Contracts
Section 1 General Rules

Article 809

A transport contract is a contract under which a
carrier transports a passenger or goods from the
place of dispatch to a destination agreed by the
parties, and the passenger, consignor, or consignee
pays the fare or the freight.

Article 810

A carrier engaging in public transport may not
reject an ordinary and reasonable transport re-
quest made by a passenger or consignor.

Article 811

A carrier shall safely transport a passenger or goods
to a destination as agreed within the agreed or a
reasonable period of time.

Article 812
A carrier shall transport a passenger or goods to a
destination as agreed via an agreed or a usual tran-
sport route.
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Article 813

A passenger, consignor, or consignee shall pay the
fare or the freight. If a carrier does not transport via
an agreed route or the usual route, thus increasing
the fare or the freight, the passenger, consignor,
or consignee may refuse to pay the extra fare or
freight.

Section 2
Passenger Transport Contract

Article 814

A passenger transport contract is formed at the
time when the carrier issues a ticket to the passen-
ger, unless otherwise provided by the parties or in
accordance with the coure of dealing.

Article 815

A passenger shall get on board pursuant to the
time, the number of runs or flights, and the seat
number indicated in the valid ticket. Any passenger
who boards without a ticket, beyond the paid di-
stance, in a higher class, or with a discounted ticket
while he is unqualified therefor shall pay or make
up for the difference in the ticket price, and the
carrier may charge an extra fare according to the
regulations. Where a passenger refuses to pay the
fare accordingly, the carrier may refuse to transport
him.

Where a passenger under a real-name passenger
transport contract loses his ticket, he may request
the carrier to report the loss and reissue a ticket,
and the carrier shall not re-collect ticket fees or
other unreasonable expenses.

Article 816

A passenger who is unable to get on board at the
time indicated in the ticket due to his own reason
shall, within the period of time agreed by the par-
ties, undergo the procedures for refund or change
of the ticket. If the passenger fails to undergo the
refund or change procedures within the agreed pe-
riod of time, the carrier may refuse to refund the
ticket, and no longer has the transport obligation.

Article 817

The carry-on baggages of a passenger shall conform
to the quantity limit and category requirement in
accordance with the agreement. A passenger who
carries baggages in excess of the quantity limit or in

violation of the requirements for the category shall
have the baggage checked in.

Article 818

A passenger may not carry with him or secretly car-
ry in his baggage any inflammable, explosive, toxic,
corrosive, or radioactive articles, any other dan-
gerous articles that might endanger the safety of
persons and property aboard, nor any contraband
articles.

Where a passenger violates the provisions of the
preceding paragraph, the carrier may unload or
destroy the dangerous or contraband articles or
deliver them to the relevant departments. Where
a passenger insists on carrying with him the dange-
rous articles or the contraband articles or carrying
them in his baggage, the carrier shall refuse to tran-
sport him.

Article 819

A carrier shall strictly fulfill his obligation of safe
transport and timely notify passengers about mat-
ters of attention for a safe transport. A passenger
shall actively assist in and be cooperative with the
carrier with regard to the reasonable arrangements
made for safe transport.

Article 820

A carrier shall transport passengers at the time and
in the number of runs or flights and seat number
indicated in the valid ticket. Under circumstances
where the transport is delayed or rendered out of
a normal state, the carrier shall inform and remind
the passenger in a timely manner, take necessary
measures for arrangement, and, upon passengers’
requests, arrange them to take other numbers of
runs or flights or refund their tickets. The carrier
shall bear the liability for compensation for any
loss thus caused to the passenger, unless such loss
is not attributable to the carrier.

Article 821

A carrier who unilaterally downgrades the service
standard shall, upon passengers’ requests, refund
their tickets or reduce the fare. A carrier who up-
grades the service standard shall not charge extra
fare.

Article 822
A carrier shall, in the course of transportation, spa-
re no effort to rescue and help a passenger who
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suffers an emergent disease, commence childbirth,
or otherwise in danger.

Article 823

A carrier shall bear the liability for compensation
arising from the injury or death of a passenger oc-
curring in the course of transportation, unless the
injury or death is a result of the passenger’s own
health condition, or the carrier can prove that the
injury or death is caused by the passenger’s inten-
tional or grossly negligent act.

The provisions of the preceding paragraph shall
apply to any passenger exempted from ticket in
accordance with the regulations, holding a compli-
mentary ticket, or permitted by the carrier to travel
without a ticket.

Article 824

Where an article that the passenger carries with
him is destructed, damaged, or lost in the course of
transportation, the carrier shall bear the liability for
compensation, if the carrier is at fault.

Where the passengers’ checked-in baggages are
destructed, damaged, or lost, the relevant provi-
sions on the freight transport shall be applied.

Section 3
Freight Transport Contracts

Article 825

A consignor, when consigning goods for transport,
shall clearly declare to the carrier the information
necessary for freight transport such as the name
or entity name of the consignee or the consignee
by order, as well as the name, nature, weight and
guantity of the goods, and the place of delivery.

If a loss is caused to the carrier due to the consi-
gnor’s untrue declaration or omission of substan-
tial information, the consignor shall bear the liabili-
ty for compensation.

Article 826

Where a freight transport is subject to approval or
inspection, the consignor shall submit to the carrier
the documents showing the completion of the rele-
vant formalities.

Article 827
A consignor shall package the goods in a manner as
agreed by the parties. Where there is no agreement

by the parties on the packaging manner or the agre-
ement is unclear, the provisions of Article 619 of this
Code shall be applied.

Where a consignor violates the provisions of the
preceding paragraph, the carrier may refuse to con-
duct the transportation.

Article 828

Where a consignor consigns for transportation
such dangerous goods as inflammable, explosive,
toxic, corrosive or radioactive articles, the consi-
gnor shall, in accordance with the regulations of
the State on the transport of dangerous goods,
properly package the dangerous goods, affix war-
ning signs and labels thereto, and submit to the
carrier written documents concerning the name,
nature, and precautionary measures relevant to
the dangerous goods.

Where a consignor violates the provisions of the
preceding paragraph, the carrier may refuse to con-
duct the transport, or take appropriate measures
to prevent losses, and the expenses thus incurred
shall be borne by the consignor.

Article 829

Before a carrier delivers the goods to the consignee,
the consignor may ask the carrier to stop transpor-
tation, return the goods, change the place of desti-
nation, or deliver the goods to another consignee,
provided that the consignor shall compensate for
the losses thus caused to the carrier.

Article 830

After the goods are transported to the place of
destination, the carrier shall promptly notify the
consignee where the carrier knows who is the
consignee, and the consignee shall promptly take
delivery of the goods. Where the consignee delays
in taking delivery of the goods, the consignee shall
pay storage and other fees to the carrier.

Article 831

Upon taking delivery of the goods, a consignee
shall inspect the goods within the time limit as
agreed by the parties. Where there is no agree-
ment between the parties on the time limit for in-
spection of the goods or the agreement is unclear,
if it cannot be determined according to the pro-
visions of Article 510 of this Code, the consignee
shall inspect the goods within a reasonable period
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of time. Where the consignee does not raise any
objection on the quantity, destruction, damage, or
loss of the goods within the agreed time limit or
a reasonable period of time, the silence shall be
deemed as a preliminary evidence that the carrier
has delivered the goods in accordance with the
transport documents.

Article 832

A carrier shall bear the liability for compensation
for any destruction, damage, or loss of the goods
occurring in the course of transport, except that the
carrier shall not bear the liability for compensation
if the carrier proves that the destruction, damage,
or loss of the goods is caused by force majeure, the
inherent nature of the goods, or reasonable wear
and tear, or is caused by the negligence of the con-
signor or the consignee.

Article 833

The amount of compensation for the destruction,
damage, or loss of the goods shall be in accordan-
ce with the agreement between the parties if the-
re is such an agreement. Where the agreement on
the amount of compensation is unclear, if it cannot
be determined according to the provisions of Arti-
cle 510 of this Code, the amount of compensation
shall be calculated based on the market price of the
goods at the place of delivery at the time when the
goods are delivered or should have been delivered.
If there are laws or administrative regulations pro-
viding otherwise concerning the calculation method
and the limit of the compensation amount, such
provisions shall be followed.

Article 834

Where two or more carriers engage in a connected
transport of the same mode, the carrier who conclu-
des the contract with the consignor shall be respon-
sible for the entire transport. If a loss occurs at one
section of the transportation, the carrier who conclu-
des the contract with the consignor and the carrier in
the said section shall assume joint and several liability.

Article 835

Where the goods are lost in the course of transport
due to force majeure, unless otherwise provided by
law, the carrier may not request the payment of the
freight if the freight has not yet been collected, and
the consignor may request for a refund if the frei-
ght has already been collected.

Article 836

If a consignor or consignee fails to pay freight, stora-
ge fees, or other expenses, the carrier has the right
to retain the goods under a lien, unless otherwise
agreed by the parties.

Article 837

Where a consignee is unknown or the consignee re-
fuses to take delivery of the goods without just cau-
se, the carrier may have the goods placed in escrow
in accordance with law.

Section 4
Multi-modal Transport Contracts

Article 838

An operator of multi-modal transport is responsi-
ble for performing or organizing the performance
of a multi-modal transport contract, enjoys the ri-
ghts and assumes the obligations of a carrier throu-
ghout the entire transport.

Article 839

An operator of multi-modal transport may agree
with the carriers of the different sections of the
multi-modal transport on their respective respon-
sibilities for transport in each section under the
multi-modal transport contract, provided that such
an agreement shall not affect the obligations of the
operator for the entire transport.

Article 840

An operator of multi-modal transport shall, upon
receipt of the goods consigned for transport by the
consignor, issue multi-modal transport documen-
ts. The multi-modal transport documents may be
negotiable or non-negotiable, as requested by the
consignor.

Article 841

Where losses are caused to an operator of mul-
ti-modal transport due to the fault of a consignor at
the time of consigning the goods for transport, the
consignor shall bear the liability for compensation
even if the consignor has transferred the multi-mo-
dal transport documents.

Article 842
Where destruction, damage, or loss of goods occurs
in one section of the multi-modal transport, the pro-
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visions of the relevant laws regulating the transport
modes of the section shall apply to the liability for
compensation to be assumed by the operator of
multi-modal transport and the limits of the liability.
Where the section of transport in which such de-
struction, damage, or loss has occurred cannot be
determined, liability for compensation shall be bor-
ne in accordance with the provisions of this Chapter.

Chapter XX Technology Contracts
Section 1 General Rules

Article 843

A technology contract is a contract concluded by
the parties to clarify their rights and obligations for
technology development, transfer, licensing, con-
sultation or service.

Article 844

The conclusion of a technology contract shall be
conducive to the protection of intellectual property
rights and the advance of science and technology,
and shall promote the research and development,
transformation, application, and dissemination of
the achievements in science and technology.

Article 845

A technology contract generally contains clauses
specifying the name of the project, the content,
scope, and requirements of the object, the plan,
place, and manner of performance, the confiden-
tiality of technological information and materials,
the ownership over the technological achievemen-
ts and the method of proceeds distribution, the cri-
teria and method of the inspection for acceptance,
interpretation of terminologies, and the like.
Materials such as technological background in-
formation, the feasibility studies and technologi-
cal evaluation reports, the project task paper and
plans, technology standards, technology norms,
original design and technical documents, as well as
other technical documents which are relevant to
the performance of the contract may, as agreed by
the parties, be component parts of the contract.
Where a technology contract involves a patent, it
shall indicate the designation of the invention, the
applicant and the patentee thereof, the date of ap-
plication, the application number, the patent num-
ber, and duration of the patent rights.

Article 846

The method of payment for the price, remunera-
tion, or royalty shall be agreed by the partiesin a te-
chnology contract, and the payment may be made
in a lump-sum or by installment based on one-time
calculation, or based on the method of commission
payment or such payment plus an upfront fee.
Where the parties agree to adopt a method of com-
mission payment, the commission may be drawn
at a specific percentage from the price of the pro-
duct, the newly-increased output value and profits
attained from the exploitation of patents and the
utilization of technological know-how, or the sales
revenue of the product, or be calculated by other
methods as agreed by the parties. The said percen-
tage may be a fixed percentage, or one that increa-
ses or decreases year by year.

Where the parties agree to adopt commission pay-
ment, they may specify the method for examining
the relevant accounting books.

Article 847

Where a right to use or transfer a work for hire
belongs to a legal person or an unincorporated or-
ganization, the legal person or unincorporated or-
ganization may conclude a technology contract on
the work for hire. Where the legal person or unin-
corporated organization concludes a technology
contract to transfer the work for hire, the creator
of the work for hire has right in priority to acquire it
on equivalent conditions.

A work for hire is a technological achievement that
is accomplished as a result of performing the tasks
assigned by a legal person or unincorporated orga-
nization or that is accomplished mainly by using the
material and technological resources of the said le-
gal person or unincorporated organization.

Article 848

The right to use or transfer of a technological
work product other than a work for hire be-
longs to its creator who may conclude a tech-
nology contract on such work product.

Article 849

An individual person who has accomplished a tech-
nological work product has the right to indicate on
the relevant documents of the technological work
product that he is the creator thereof, and to recei-
ve certificate of honor and rewards.
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Article 850

A technology contract that illegally monopolies te-
chnologies or infringes upon others technological
work product is invalid.

Section 2
Technology Development Contracts

Article 851

A technology development contract is a contract
concluded by the parties concerning the research
and development of a new technology, product, te-
chnique, variety, or material, as well as the system
thereof.

Technology development contracts consist of com-
missioned development contracts and cooperative
development contracts.

A technology development contract shall be in wri-
ting.

The relevant provisions on the technology develop-
ment contracts shall be applied mutatis mutandis
to a contract concluded by the parties on the appli-
cation and transformation of a technological pro-
duct with a value for practical use.

Article 852

A client of a commissioned development contract
shall pay for the research and development fees
and the remunerations in accordance with the
agreement, provide technological materials, make
proposals for research and development, complete
his tasks in the cooperative work, and accept the
work product of the research and development.

Article 853

A researcher-developer of a commissioned deve-
lopment contract shall work out and implement a
research and development plan in accordance with
the contract, make reasonable use of the resear-
ch and development funds, complete the research
and development work as scheduled, deliver the
work product of research and development, pro-
vide relevant technological materials and neces-
sary technological guidance so as to help the client
comprehend the work product of the research and
development.

Article 854
Where a party to a commissioned development
contract defaults, thus causing the stoppage, delay,

or failure of the research and development work,
the party shall bear default liability.

Article 855

The parties to a cooperative development contract
shall make investments in a form agreed by the
parties, including contribution of the technology
in investment, participation in the research and
development work by performing their respective
duties, and cooperation in the research and deve-
lopment.

Article 856

Where a party to a cooperative development con-
tract defaults, thus causing the stoppage, delay, or
failure of the research and development work, the
party shall bear default liability.

Article 857

Where a technology which is the object of a tech-
nology development contract is revealed to the pu-
blic by others, thus rendering the performance of
the contract meaningless, the parties may rescind
the contract.

Article 858

The parties to a technology development contract
shall agree on the allocation of risks of insurmoun-
table technological difficulties arising in the perfor-
mance of the contract which causes total or partial
failure of the research and development. Where
there is no such a agreement between the parties
or the agreement is unclear, if it cannot be deter-
mined according to the provisions of Article 510 of
this Code, the parties shall share the risks in a rea-
sonable way.

Where a party finds that a situation specified in the
preceding paragraph exists which may cause total
or partial failure of the research and development,
he shall promptly notify the other party and take
appropriate measures to mitigate the loss. Where
he fails to promptly inform the other party and take
appropriate measures so that the loss is aggravated,
he shall be liable for the aggravated part of the loss.

Article 859

Where an invention is accomplished through com-
missioned development, the right to apply for pa-
tent thereof belongs to the researcher-developer,
unless otherwise provided by law or agreed by the
parties. Where the researcher-developer has obtai-
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ned the patent right, the client may exploit the pa-
tent in accordance with law.

Where a researcher-developer is to transfer his ri-
ght to apply for a patent, the client has a priority
right to acquire the right on equivalent conditions.

Article 860

Where an invention is accomplished through coo-
perative development, the right to apply for patent
jointly belongs to all parties to the cooperative de-
velopment. Where one party is to transfer the part
of the joint patent application right he owns, the
other parties have a priority right to acquire the
right on equivalent conditions, unless otherwise
agreed by the parties.

Where a party to a cooperative development wai-
ves the part of patent application right he owns,
unless otherwise agreed by the parties, the other
party may make the application, or the other par-
ties may jointly make the application, as the case
may be. Where the applicant(s) acquires the pa-
tent right, the party who has waived his right may
exploit the patent free of charge.

Where one party to a cooperative development
does not agree to apply for patent, the other party
or parties may not apply therefor.

Article 861

The right to use and the right to transfer a work
product containing technological know-how ac-
complished through commissioned development
or cooperative development, as well as the method
for distributing the proceeds thereof, shall be agre-
ed by the parties. Where there is no such an agre-
ement between the parties or the agreement is
unclear, if it cannot be determined according to the
provisions of Article 510 of this Code, all the par-
ties have the right to use and transfer the said work
product, as long as no patent right has been gran-
ted on a same technological solution, except that a
researcher-developer of a commissioned develop-
ment may not transfer the work product to a third
person before he delivers it to the client.

Section 3
Technology Transfer Contracts and Technology Li-
censing Contracts

Article 862
A technology transfer contract is a contract under

which a lawful right holder of a technology assigns
to another person the relevant rights in respect of
a specific patent, application for a patent, or tech-
nological know-how.

A technology licensing contract is a contract under
which a lawful right holder of a technology autho-
rizes another person to exercise the relevant rights
to apply and exploit a specific patent or technolo-
gical know-how.

The agreement in a technology transfer contract or
a technology licensing contract on the provision of
special equipment and raw materials for applica-
tion of technology or on the provision of the rele-
vant technology consultation and technology servi-
ce is a component part of the contract.

Article 863

Technology transfer contracts include the contracts
for the transfer of patent right, the contracts for
transfer of the right to apply for a patent, the con-
tracts for transfer of technological know-how, and
the like.

Technology licensing contracts include the patent
exploitation licensing contracts, technological
know-how licensing contracts, and the like.
Technology transfer contracts and technology li-
censing contracts shall be in writing.

Article 864

A technology transfer contract or a technology li-
censing contract may specify the scope to exploit
the patent or to use the technological know-how,
but may not restrict competition or development
of the technologies.

Article 865

A patent exploitation licensing contract is valid only
within the period during which the patent is valid.
Where the term of the patent right expires or the
patent right is declared invalid, the patentee may
not conclude a patent exploitation licensing contract
relating to the said patent with another person.

Article 866

A licensor in a patent exploitation licensing con-
tract shall permit the licensee to exploit the pa-
tent, deliver the technological materials related
to the patent exploitation, and provide necessary
technological guidance in accordance with the
agreement.
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Article 867

A licensee in a patent exploitation licensing con-
tract shall exploit the patent in accordance with the
agreement, may not allow a third person outside
the contract to exploit the patent, and shall pay the
agreed royalties.

Article 868

A transferor in a technological know-how transfer
contract or a licensor in a technological know-how
licensing contract shall, in accordance with the
agreement, provide technological materials, give
technological guidance, guarantee the practical
applicability and reliability of the technology, and
perform confidentiality obligations.

The confidentiality obligations provided in the
preceding paragraph shall not restrict the licensor
from applying for a patent, unless otherwise agre-
ed by the parties.

Article 869

A transferee in a technological know-how transfer
contract or a licensee in a technological know-how
licensing contract shall, in accordance with the
agreement, exploit the technology, pay the transfer
fee and royalties, and perform confidentiality obli-
gations.

Article 870

A transferor in a technological transfer contract or a
licensor in a technological know-how licensing con-
tract shall guarantee that he is the lawful owner of
the technology provided therein, and guarantee that
the technology provided is complete, errorless, ef-
fective, and capable of acheiving the goal as agreed
by the parties.

Article 871

A transferee in a technology transfer contract or a
licensee in a technological know-how licensing con-
tract shall, in accordance with the scope and time
limit agreed by the parties, perform his confiden-
tiality obligation regarding the part of the technolo-
gy provided by the transferor or licensor that have
not been disclosed to the public.

Article 872

A licensor who fails to license the technology in
accordance with the agreement shall refund the
royalties in part or in full and bear default liability.
A licensor who exploits a patent or technological

know-how beyond the agreed scope, or, without
authorization, allows a third person to exploit the
patent or utilize the technological know-how in
breach of the agreement shall stop his breaching
act and bear default liability. He shall bear default
liability if he breaches the confidentiality obligation
as agreed.

Where a transferor is liable for breach of contract,
the provisions of the preceding paragraph shall be
applied mutatis mutandis.

Article 873

A licensee who fails to pay royalties in accordance
with the agreement shall make up for the payment
of royalties and pay the liquidated damages. Where
the licensee fails to do so, he shall stop exploita-
tion of the patent or utilization of the technological
know-how, return the technological materials, and
bear default liability. Where a licensee who exploits
the patent or utilizes the technological know-how
beyond the agreed scope, or allows a third person,
without authorization, to exploit the patent or to
utilize the technological know-how, he shall stop
his breaching acts and bear default liability. The li-
censee who breaches the confidentiality obligation
as agreed shall bear default liability.

The provisions of the preceding paragraph shall be
applied mutatis mutandis to a transferee who shall
bear default liability.

Article 874

Where the exploitation of a patent or utilization of
a technological know-how by the transferee or the
licensee in accordance with the agreement infrin-
ges upon the lawful rights and interests of another
person, the liability therefor shall be borne by the
transferor or the licensor, unless otherwise agreed
by the parties.

Article 875

The parties may, in compliance with the principle of
mutual benefit, agree in the contract the method for
sharing any subsequently improved technological
product obtained in exploitation of the patent or uti-
lization of the technological know-how. Where there
is no agreement on such method or the agreement is
unclear, if it cannot be determined according to the
provisions of Article 510 of this Code, the subsequent-
ly improved technological product made by one party
may not be shared by any other party.
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Article 876

The relevant provisions of this Section shall be ap-
plied mutatis mutandis to the transfer and licensing
of the exclusive rights to layout-designs of integra-
ted circuits, rights to new plant varieties, computer
software copyrights, and other intellectual proper-
ty rights, and the like.

Article 877

Where there are laws or administrative regulations
providing otherwise on contracts for technology
import and export, or on contracts for patents and
application of patents, the relevant provisions shall
be followed.

Section 4
Technology Consultation Contracts and Technolo-
gy Service Contracts

Article 878

A technology consultation contract is a contract un-
der which one party uses his technological know-
ledge to provide to the other party the feasibility
study, technological forecast, special technological
investigation, and analysis and evaluation report on
a specific technological project.

A technology service contract is a contract under
which one party uses his technological knowled-
ge to solve specific technological problems for the
other party. Technology service contracts does not
include work contracts or construction project con-
tracts.

Article 879

A client in a technology consultation contract shall,
in accordance with the agreement, clarify the is-
sues for consultation, provide technological back-
ground information and the related materials, ac-
cept the work product of the entrusted person, and
pay remuneration.

Article 880

The entrusted person in a technology consultation
contract shall complete the consultation report or
resolve the issues within the agreed time limit, and
the consultation report submitted shall meet the
requirements as agreed by the parties.

Article 881
Where a client in a technology consultation con-

tract fails to provide the necessary materials in
accordance with the agreement thus affecting the
progress and quality of the work, or if the client
fails to accept the work product or delays the ac-
ceptance, he may not request refund for the paid
remuneration and shall pay any unpaid remunera-
tion.

An entrusted person in a technology consultation
contract who fails to submit the consultation report
as scheduled or submits a report failing to meet the
requirements as agreed by the parties shall bear
default liability in form of reduction or waiver of its
remuneration, and the like.

Where a client in a technology consultation con-
tract makes a decision in reliance upon the entru-
sted person’s consultation report and advice that
meet the requirements as agreed by the parties,
any losses thus caused shall be borne by the client,
unless otherwise agreed by the parties.

Article 882

A client in a technology service contract shall, in
accordance with the agreement, provide working
conditions, perform the cooperative work, accept
the work product, and pay remuneration.

Article 883

An entrusted person in a technology service con-
tract shall, in accordance with the agreement, com-
plete the services, solve the technological issues,
guarantee the quality of the work, and impart the
knowledge for solving the technological problems.

Article 884

Where a client to a technology service contract fails
to perform his contractual obligations or performs
his obligations in a manner inconsistent with the
contract, thus affecting the progress and quality of
the work, or fails to accept the work product or de-
lays the acceptance, he may not request for refund
of the paid remuneration, and shall pay any unpaid
remuneration.

An entrusted person in a technology service contract
who fails to complete the service work in accordance
with the agreement shall bear default liability in such
form as waiver of his remuneration, and the like.

Article 885

Unless otherwise agreed by the parties, in the
course of performance of a technology consulta-
tion contract or a technology service contract, the
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new technological product made by the entrusted
person with technological materials and working
conditions provided by the client belongs to the
entrusted person. The new technological products
made by the client based on the work product of
the entrusted person belongs to the client.

Article 886

Where there is no agreement in a technology con-
sultation contract or a technology service contract
on the bearing of the necessary expenses for the
entrusted person to carry out the normal work, or
the agreement is unclear, the said expenses shall
be borne by the entrusted person.

Article 887

Where there are laws or administrative regulations
providing otherwise on technology intermediary
contracts and technology training contracts, the re-
levant provisions shall be followed.

Chapter XXI

Contracts for Custody of Property

Article 888

A contract for custody of property is a contract un-
der which a custodian keeps the article delivered
by a depositor and returns the said article.

Where a depositor conducts shopping, dining, lod-
ging, or other activities in the custodian’s place and
deposits an article at a designated area, the article
is deemed to be placed in the custodian’s custody
unless otherwise agreed by the parties or required
by the course of dealing.

Article 889

A depositor shall pay the safekeeping fee to the cu-
stodian in accordance with the agreement.

Where there is no agreement between the parties
on the safekeeping fee or the agreement is unclear,
if it cannot be determined according to the provi-
sions of Article 510 of this Code, the article is dee-
med to be placed in a gratuitous custody.

Article 890

A contract for custody of property is formed upon
delivery of the article to be kept under custody, un-
less otherwise agreed by the parties.

Article 891
Where a depositor delivers to a custodian an article

to be kept under his custodey, the custodian shall
issue a safekeeping certificate, unless otherwise re-
quired by the course of dealing.

Article 892

A custodian shall properly keep the deposited ar-
ticle.

The parties may agree on the place and method of
safekeeping. Except in case of emergency or in the
interests of the depositor, the place and method of
sefekeeping may not be changed without the other
party’s consent.

Article 893

Where a depositor delivers to a custodian an article
to be kept under custody that has defects or needs
special safekeeping measures based on its nature,
he shall inform the custodian of the relevant in-
formation. Where the depositor fails to do so thus
causing damage to the deposited article, the custo-
dian shall not bear the liability for compensation.
Where the custodian suffers a loss therefrom, the
depositor shall be liable for compensation unless
the custodian knows or should have known the si-
tuation but fails to take remedial measures.

Article 894

A custodian may not re-deposit an article under his
custody to a third person for safekeeping, unless
otherwise agreed by the parties.

A custodian who re-deposits the article under his
custody to a third person for safekeeping in viola-
tion of the preceding paragraph thus causing da-
mage to the article shall bear the liability for com-
pensation.

Article 895

A custodian may not use or permit a third person to
use the article under his custody, unless otherwise
agreed by the parties.

Article 896

Where a third person claims against an article un-
der a custodian’s custody, the custodian shall per-
form the obligation of returning the article to the
depositor, unless the said article is put under pre-
servation or enforcement in accordance with law.
Where a third person initiates an action against
the custodian or applies for detention of the arti-
cle under the latter’s custody, the custodian shall
promptly notify the depositor.
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Article 897

Where an article under custody is destructed, da-
maged, or lost due to improper keeping by the cu-
stodian during the period the article is under his
custody, the custodian shall bear the liability for
compensation, except that a custodian who keeps
the deposited article free of charge shall not bear
the liability for compensation if he can prove that
the destruction, damage, or loss is not caused by
his intentional or grossly negligent act.

Article 898

A depositor shall declare to the custodian if he
deposits money, negotiable securities, or other
valuable articles, and the custodian shall examine
them for acception, or seal them; where the de-
positor fails to make such a declaration, if the said
article is destructed, damaged, or lost, the custo-
dian may make compensation based on a rate for
ordinary articles.

Article 899

A depositor may collect the article he deposited in
custody at any time.

Where there is no agreement between the parties
on the period for the custody or the agreement is
unclear, the custodian may, at any time, request
the depositor to collect the article under his custo-
dy. Where there is an agreement on the period for
the custody, without special cause, the custodian
may not request the depositor to collect the article
before such period expires.

Article 900

Upon expiration of the period for custody or whe-
re the depositor collects the article he deposits in
custody before expiration of such period, the cu-
stodian shall return the article and the proceeds
accrued thereof to the depositor.

Article 901

Where money is deposited in custody, the custo-
dian may return the money in the same currency
and amount. Where other fungible goods are de-
posited in custody, the custodian may return the
goods of the same kind, quality, and quantity in ac-
cordance with the agreement.

Article 902
Under a contract for non-gratuitous custody, the

depositor shall pay the safekeeping fee to the cu-
stodian at a time agreed by the parties.

Where there is no agreement between the parties
on the time limit for payment of the safekeeping
fee or the agreement is unclear, if it cannot be de-
termined according to the provisions of Article 510
of this Code, the payment shall be made at the time
the article under custody is collected.

Article 903

Where a depositor fails to pay the safekeeping fee
or the other expenses, the custodian has the right to
retain the article under custody under a lien, unless
otherwise agreed by the parties.

Chapter XXII Warehousing Contracts

Article 904

A warehousing contract is a contract under which a
warehouser stores the goods delivered by the de-
positor for which the depositor pays the warehou-
sing fee.

Article 905

A warehousing contract is formed when there is a
consensus of expression of intent between the wa-
rehouser and the depositor.

Article 906

Where dangerous goods such as inflammable,
explosive, toxic, corrosive, radioactive, or peri-
shable articles are to be stored, the depositor shall
state the nature of the said goods and provide rele-
vant information thereof.

Where a depositor violates the provisions of the
preceding paragraph, the warehouser may refuse
to accept the goods for storage, or take appropria-
te measures to avoid losses, and the expenses thus
incurred shall be borne by the depositor.

A warehouser that stores dangerous goods such
as inflammable, explosive, toxic, corrosive, and ra-
dioactive articles shall have the corresponding wa-
rehousing conditions.

Article 907

A warehouser shall examine the goods before ac-
cepting them in accordance with the agreement.
Where a warehouse, upon examining the goods,
finds that the goods to be stored are inconsistent
with the agreement, he shall promptly notify the
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depositor. A warehouser shall bear the liability for
compensation if, after he has examined and accep-
ted the stored goods, the goods are not in confor-
mity with the agreement in terms of the types,
quantity, or quality.

Article 908

Upon delivering of the goods for storage by a depo-
sitor, the warehouser shall issue a document such
as a warehouse receipt or entry.

Article 909

A warehouser shall sign or stamp on a warehouse
receipt. A warehouse receipt shall contain the fol-
lowing particulars:

(1) the name or designation and domicile of
the depositor;

(2) the type, quantity, quality, package, the
number of pieces, and marks of the stored goods;
(3) the standard for damage and spoilage of
the stored goods;

(4) the warehousing site;

(5) the warehousing period;

(6) the warehousing fee;

(7) the insured amount, term of insurance,

and the designation of the insurer if the goods to
be stored have been insured; and

(8) the name of the issuer and the place and
date of issuance.

Article 910

A warehouse receipt is a proof for collecting the sto-
red goods. Where a warehouse receipt is endorsed by
the depositor or a holder of the receipt, and is signed
or stamped by the warehouser, the right to collect the
stored goods may be assigned to another person.

Article 911

A warehouser shall, upon request of the depositor
or the holder of the warehouse receipt, allow the
depositor or the holder to examine the stored go-
ods or to take samples thereof.

Article 912

Where a warehouser finds that the stored goods
deteriorate or suffer from other damages, the wa-
rehouser shall promptly notify the depositor or the
holder of the warehouse receipt.

Article 913
Where a warehouser finds that the stored goods

deteriorate or suffer from other damages, which
endangers the safety and the normal warehousing
of the other stored goods, he shall demand the
depositor or the holder of the warehouse receipt
to despose of the goods when necessary. In case
of emergency, a warehouser may make necessary
disposal, but afterwards shall promptly notify the
depositor or the holder of the warehouse receipt
about the situation.

Article 914

Where there is no agreement between the parties
on the warehousing period or the agreement is un-
clear, the depositor or the holder of the warehouse
receipt may collect the stored goods at any time,
and the warehouser may, at any time, request the
depositor to collect the stored goods, provided that
a reasonable period of time necessary for prepara-
tions shall be given.

Article 915

Upon expiration of the warehousing period, the
depositor or the holder of the warehouse receipt
shall collect the stored goods by presenting the
warehouse receipt, warehouse entry, or the like.
Where the depositor or the holder of the warehou-
se receipt delays in collecting the stored goods, ad-
ditional warehousing fees shall be charged; where
the goods are collected before expiration of the
warehousing period, the warehousing fees shall
not be reduced.

Article 916

Where a depositor or a holder of the warehouse
receipt fails to collect the stored goods upon expi-
ration of the warehousing period, the warehouser
may demand the depositor or the holder of the wa-
rehouse receipt to collect the goods within a reaso-
nable period of time; if the depositor or the holder
still fails to collect the goods beyond the reasonable
period, the warehouser may have the warehoused
goods placed in escrow.

Article 917

If within the warehousing period, the stored goods
are destructed, damaged, or lost due to improper
warehousing by the warehouser, the depository
shall bear the liability for compensation.

Where the deterioration or damage of the stored
goods is due to the inherent nature of the goods,
or because the goods are not packaged in accor-
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dance with the agreement, or because they are sto-
red beyond a valid storage period, the warehouser
shall not be liable for compensation.

Article 918

For matters not provided in this Chapter, the rele-
vant provisions on the contracts for custody of pro-
perty shall be applied.

Chapter XXIII Entrustment Contracts

Article 919

An entrustment contract is a contract under which
a principal and an agent agree that the agent shall
handle the matters for the principal.

Article 920

A principal may specifically entrust an agent to han-
dle one or several matters, and may also generally
entrust an agent to handle all matter of his.

Article 921

A principal shall pay in advance the expenses for
handling the entrusted matter. Where an agent
pays for the principal necessary expenses in han-
dling an entrusted matter, the principal shall reim-
burse the expenses with interest.

Article 922

An agent shall handle the entrusted matter in
accordance with the instructions given by the
principal. Where it is necessary to modify such in-
structions, the modification shall be consented to
by the principal; where the situation is emergent
and it is difficult to obtain the principal’s consent,
the agent shall properly handle the entrusted
matter, and shall, afterwards, promptly inform the
principal of the situation.

Article 923

An agent shall handle the entrusted matter in per-
son. With the consent of the principal, an agent
may sub-entrust it to a third person. Where the
sub-entrustment is consented to or ratified by the
principal, the principal may directly instruct the
sub-entrusted third person on an entrusted matter,
and the agent shall only be liable for the selection
of the third person and for the instructions given by
himself to the third person. If the sub-entrustment

is not consented to or ratified by the principal, the
agent shall be liable for an act done by the sub-en-
trusted third person, unless the sub-entrustment is
for protecting the interests of the principal in case
of emergency.

Article 924

An agent shall, upon request of the principal, re-
port on the situation of the entrusted matter. Upon
termination of the entrustment contract, an agent
shall report on the result of the entrusted matter.

Article 925

Where an agent, acting within the scope of autho-
rity granted by the principal, concludes a contract
with a third person in his own name, if the third
person is aware of the agency relationship between
the agent and the principal, the said contract shall
directly bind the principal and the third person,
unless there is definite evidence establishing that
the said contract binds only the agent and the third
person.

Article 926

Where a contract is concluded by an agent in his
own name with a third person who is not aware
of the agency relationship between the agent and
the principal, if the agent fails to perform his obli-
gations owed to the principal because of the third
person, the agent shall disclose the third person
to the principal, and the principal may then exerci-
se the right of the agent against the third person,
unless the third person would not have concluded
the contract if he has been aware of the existen-
ce of the principal at the time of concluding the
contract.

Where an agent fails to perform his obligations
owed to a third person because of the principal,
the agent shall disclose the principal to the third
person, and the third person may then claim his ri-
ghts against either the agent or the principal as a
counterparty, except that he may not change the
counterparty once he has made the selection.
Where a principal exercises the right of the agent
against the third person, the third person may claim
the defense he has against the agent against the
principal. Where the third person elects the prin-
cipal as the counterparty, the principal may claim
against the third person the defense he has against
the agent, as well as the agent’s defense against
the third person.
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Article 927
An agent shall hand over to the principal any pro-
perty acquired in handling the entrusted matter.

Article 928

When an agent has accomplished the entrusted
matter, the principal shall pay remuneration to the
agent in accordance with the agreement.

Where an entrustment contract is rescinded or the
entrusted matter cannot be accomplished due to
a cause not attributable to the agent, the principal
shall pay corresponding remuneration to the agent,
unless otherwise agreed by the parties.

Article 929

Under a non-gratuitous entrustment contract,
where losses are caused to the principal due to the
agent’s fault, the principal may request compensa-
tion.  Under a gratuitous entrustment contract,
where losses are caused to the principal by the
agent’s intentional act or by his gross negligence,
the principal may request for compensation.
Where an agent acts beyond authorization thus
causing losses to the principal, the agent shall make
compensation.

Article 930

Where an agent suffers a loss in handling the en-
trusted matter due to a cause not attributable to
himself, he may request compensation from the
principal.

Article 931

A principal may, with consent of the agent, autho-
rize a third person other than the agent to handle
the entrusted matter. If a loss is thus caused to the
agent, the agent may request compensation from
the principal.

Article 932

Where two or more agents jointly handle an entru-
sted matter, they shall bear joint and several liabili-
ties to the principal.

Article 933

A principal or an agent may rescind the entrust-
ment contract at any time. Where rescission of the
contract by a party causes losses to the other par-
ty, the party rescinding a gratuitous entrustment
contract shall compensate for the direct loss cau-
sed by the rescission at an improper time, and the

party rescinding a non-gratuitous entrustment con-
tract shall compensate for the direct loss and the
expected profit obtainable if the contract has been
performed, unless the loss is caused by a reason
not attributable to the rescinding party.

Article 934

An entrustment contract shall terminate where the
principal dies or is terminated, or if the agent dies,
loses capacity for performing civi juristic acts, or is
terminated, unless otherwise agreed by the parties
or it is inappropriate to terminate the contract ba-
sed on the nature of the entrusted matter.

Article 935

Where the termination of an entrustment contract
which is resulted from the death, declared ban-
kruptcy, or declared dissolution of the principal will
harm the interests of the principal, the agent shall
continue to handle the entrusted matter untill the
heir, administrator of estate, or the liquidator of
the principal takes it over.

Article 936

Where an entrustment contract is terminated
owing to the death, loss of capacity for performing
civil juristic acts, declared bankruptcy or dissolu-
tion of the agent, the heir, administrator of estate,
legal representative, or liquidator of the agent shall
promptly notify the principal. Where the termi-
nation of the entrustment contract will harm the
interests of the principal, the heir, administrator
of estate, legal representative, or liquidator of the
agent shall take necessary measures before the
principal takes remedial measures.

Chapter XXIV

Contracts for Property Management Service

Article 937

A contract for property management service is a
contract under which a property management ser-
vice provider provides to the property owners with
property management services within the service
area, such as repair and maintenance of buildings
and the auxiliary facilities thereof, the manage-
ment and maintenance of the environmental hy-
giene, keeping the order, and like, and the property
owners pay property management fees in return.
Property management service providers include
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property management service enterprises and
other managers.

Article 938

A property management service contract general-
ly contains clauses specifying the contents of the
services, the service quality, the rates and the col-
lection methods of the service fee, the use of the
maintenance funds, the management and use of
the service premises, the term of service, the servi-
ce handover, and the like.

A commitment of service made publicly by a property
management service provider in favor of the proper-
ty owners shall be a component part of the property
management service contract.

A property management service contract shall be
in writing.

Article 939

A preliminary property management service con-
tract concluded between a developer and a pro-
perty management service provider in accordance
with law, or a property management service con-
tract concluded by an owners’ committee and a
property management service provider selected
and hired in the owners’ assembly in accordance
with law are legally binding on the owners.

Article 940

Where, prior to expiration of the service term as
agreed in a preliminary contract for property ma-
nagement service concluded between a develo-
per and a property management service provider
in accordance with law, a contract for property
management service concluded by the owners’
committee or the owners and a new property
management service provider becomes effective,
and the preliminary contract for property mana-
gement service shall be terminated.

Article 941

Where a property management service provider
authorizes a specialized service entity or any other
third person to handle some specialized services in
the property management service area, the pro-
perty management service provider shall be re-
sponsible to the owners in terms of the specialized
services.

A property management service provider shall not
delegate to a third person all the property mana-
gement services it is obligated to provide, or divide

the property management services and delegate
each to a third person.

Article 942

A property management service provider shall, in
accordance with the contract and the nature of the
use of the property, properly repair, maintain, clean,
grow plant, and manage the common space of the
property management service area co-owned by
the owners, maintain the basic order in the property
management service area, and take reasonable me-
asures to protect the owners’ personal and property
safety.

For any violation of the relevant laws and regula-
tions on public security, environmental protection,
fire protection, and the like, in the property mana-
gement service area, the property management
service provider shall, in a timely manner, take re-
asonable measures to stop the violation, make a
report to the competent departments, and render
assistance in its handling.

Article 943

A property management service provider shall, in
a reasonable manner, regularly disclose to the ow-
ners and report to the owners’ assembly and the
owners’ committee on its services, the responsible
personnel, the quality requirements, the items that
a fee is charged, the rate of the fee, the performan-
ce of obligations, use of the maintenance funds,
and the management and income generated from
using the common space co-owned by the owners,
and the like.

Article 944

An owner shall pay property management fees to
the property management service provider in ac-
cordance with the agreement. Where a property
management service provider has provided servi-
ces in accordance with the agreement and the re-
levant regulations, an owner shall not refuse to pay
the property management fees on the ground that
he has not accepted or need not accept the rele-
vant property management service.

Where an owner fails to pay the property mana-
gement fees within the agreed period in breach of
the agreement, the property management service
provider may demand his payment within a re-
asonable period of time; if the owner still fails to
make payment within the said period, the property
management service provider may initiate a legal
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action or apply for arbitration.

The property management service provider may
not collect the property management fees by such
means as shutting off power, water, heat, or gas.

Article 945

Where an owner decorates or remodels the unit
he owns in a building, he shall notify the property
management service provider in advance, follow
the reasonable rules provided by the property
management service provider, and cooperate
with the property management service provider
in necessary onsite inspection.

If an owner transfers or leases the unit exclusively
owned by him within a building, creates a right of
habitation therein, or changes the use of the com-
mon space in accordance with law, he shall timely
inform the property management service provider
of the relevant situation.

Article 946

Where the owners jointly decide to dismiss the pro-
perty management service provider in accordance
with the statutory procedure, the contract for pro-
perty management service may be rescinded. In
such a case, the property management service pro-
vider shall be notified in writing 60 days in advance,
unless otherwise agreed by the parties.

If ressission of the contract in accordance with the
preceding paragraph causes loss to the property
management service provider, the owners shall
compensate for the loss, unless the loss is incurred
by a cause not attributable to the owners.

Article 947

Where the owners jointly decide to continue em-
ploying a property management service provider
before expiration of the service term, they shall
renew the contract with the original property ma-
nagement service provider before expiration of the
term of the contract.

Before ex;iration of the service term, where a pro-
perty management service provider does not con-
sent to continued employment, it shall notify the
owners or the owners’ committee in writing 90
days before expiration of the term of the contract,
unless otherwise agreed by the parties.

Article 948
Where, upon expiration of the property manage-
ment service term, the owners fail to make a deci-

sion in accordance with law to continue employing
the original service provider or to employ another
service provider, if the property management ser-
vice provider continues to provide property mana-
gement services, the original contract for proper-
ty management service shall continue to be valid,
except that it becomes one with an indefinite term.
Either party may rescind such a contract for proper-
ty management service at any time, provided that
the other party shall be notified in writing 60 days
in advance.

Article 949

Upon termination of a contract for property mana-
gement service, the original property management
service provider shall vacate the property mana-
gement service area within the agreed time or a
reasonable period of time, surrender the property
service premises, the related facilities, and the rele-
vant materials necessary for property management
service, and the like, to the owners’ committee, the
owners who decide to exercise management them-
selves, or the person designated by them, coope-
rate with the new property management service
provider in effectively conducting handover work,
and truthfully disclose the information regarding
the use and management of the property.

The original property management service provi-
der who violates the provisions of the preceding
paragraph shall not request the owners to pay the
property management fee after the termination of
the contract for property management service, and
shall bear the liability for compensation if loss is
caused to the owners.

Article 950

After a contract for property management service is
terminated and before the handover to the new pro-
perty management service provider selected by the
owners or the owners’ assembly or to the owners
who decide to exercise management by themselves,
the original property management service provider
shall continue to provide property management ser-
vices, and may request the owners to pay the pro-
perty management fee during this period.

Chapter XXV Brokerage Contracts

Article 951
A brokerage contract is a contract under which a
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broker in his own name engages in trade activities
for a client who pays remuneration in return.

Article 952

The expenses incurred by a broker in handling the
entrusted matters shall be borne by the broker, un-
less otherwise agreed by the parties.

Article 953
Where a broker possesses the commissioned arti-
cle, the broker shall properly keep it.

Article 954

If the commissioned article has a defect at the time
when they are delivered to a broker, or if it is peri-
shable, the broker may dispose of the article upon
his client’s consent; if the broker is unable to make
prompt contact with the client, the broker may di-
spose of the article in a proper manner.

Article 955

Where a broker sells an article at a price lower than
the price set by the client, or buys an article at a pri-
ce higher than the price set by the client, the broker
shall obtain the consent of the client; where such a
deal is made without the consent of the client and
the broker makes up for the price difference, the
said deal is binding on the client.

Where a broker sells an article at a price higher
than the price set by the client or buys an article at
a price lower than the price set by the client, remu-
neration may be increased in accordance with the
agreement. Where there is no such an agreement
or the agreement is unclear, if it cannot be deter-
mined according to the provisions of Article 510 of
this Code, the benefit shall belong to the client.
Where a client has given a special instruction on
the price of an article, the broker may not sell or
buy it contrary to the said instruction.

Article 956

Where a broker buys or sells a commodity with a
market price, unless otherwise indicated by the
client, the broker himself may serve as a buyer or
a seller.

Despite the situation provided in the preceding pa-
ragraph, the broker may still request the client to
pay remuneration.

Article 957
Where a broker buys a commissioned article in ac-

cordance with the contract, the client shall accept
the article in a timely manner. Where, after being
demanded by the broker, the client refuses to ac-
cept the article without just cause, the broker may
have the commissioned article placed in escrow in
accordance with law.

Where a commissioned article cannot be sold or
the client withdraws from the commissioned sale,
if the client, after being demanded by the broker,
fails to take back or dispose of the said article, the
broker may have the commissioned article placed
in escrow in accordance with law.

Article 958

A broker who concludes a contract with a third per-
son shall directly enjoy the rights and assume the
obligations under the said contract.

Where a third person fails to fulfill the contractual
obligation thus causing losses to the client, the
broker shall bear the liability for compensation, un-
less otherwise agreed by the broker and the client.
Article 959

Where a broker has accomplished the entrusted
matter in full or in part, the client shall pay remune-
ration accordingly. Where a client fails to pay remu-
neration as scheduled, the broker has the right to
retain the commissioned article under a lien unless
otherwise agreed by the parties.

Article 960

For matters not provided in this Chapter, the rele-
vant provisions on entrustment contracts shall be
applied mutatis mutandis.

Chapter XXVI Intermediary Contracts

Article 961

An intermediary contract is a contract under which
a middleman reports to the client the opportunity
for concluding a contract or provides intermediary
services for the conclusion of a contract, for which
the client pays remuneration.

Article 962

The middleman shall truthfully report to the client
matters related to the conclusion of the contract.
Where a middleman intentionally conceals impor-
tant facts in relation to the conclusion of the con-
tract or provides untrue information thereof, thus
harming the interests of the client, he may not re-

CPO & Partners (Shanghai) Co.,Ltd.
Yan ‘an middle road n.841, Jing ‘an District 200040, Shanghai - OOCL Plaza, Floor 26, Suite 2604, 2605
Tel: +86 021 63120097 — www.cpopartners.com — e-mail: shanghai@cpopartners.com



-

-

&partners

LEGAL&TAX ADVISORY

quest for remuneration and shall bear the liability
for compensation.

Article 963

Where a middleman contributes to the conclusion
of a contract, the client shall pay remuneration in
accordance with the agreement. Where there is no
agreement between the parties on the remunera-
tion for the middleman or the agreement is unclear,
if it cannot be determined according to the provi-
sions of Article 510 of this Code, the remuneration
shall be reasonably determined in accordance with
the middleman’s services. Where the intermediary
services provided by the middleman facilitates the
conclusion of a contract, the parties to the said
contract shall equally share the disbursement of
the remuneration to the middleman.

In facilitating the conclusion of a contract, the
expenses incurred in the intermediary activities
shall be borne by the middleman.

Article 964

Where a middleman fails to facilitate the conclu-
sion of a contract, he may not request the payment
of remuneration, but may request the client to pay
for the necessary expenses incurred in the interme-
diary activities in accordance with the agreement.

Article 965

Where a client, after accepting the services of the
middleman, uses the trading opportunity or inter-
mediary services provided by the middleman to
bypass the middleman and directly concludes a con-
tract with another person, the client shall pay remu-
neration to the middleman.

Article 966

For matters not provided in this Chapter, the rele-
vant provisions on entrustment contracts shall be
applied mutatis mutandis.

Chapter XXVII Partnership Contracts

Article 967

A partnership contract is an agreement between
two or more partners to share benefits and assume
risks for a joint enterprise.

Article 968
A partner shall fulfill his obligation to contribute
capital in accordance with the method, amount,
and time limit for payment in accordance with the
agreement.

Article 969

The capital contributions made by the partners and
the proceeds therof and other property acquired in
accordance with law in the course of the partner-
ship business are partnership property.

A partner may not request partition of the partner-
ship property prior to the termination of the part-
nership contract.

Article 970

A partner who makes a decision on the partnership
businesses shall obtain unanimous consent of all
the partners, unless otherwise agreed in the par-
tnership contract.

The partnership businesses shall be jointly mana-
ged by all partners. One or more partners may be
authorized to manage the partnership business in
accordance with the partnership contract or the
decision made by all partners; and the other par-
tners shall cease to manage the partnership busi-
ness, except that they have the right to supervise
the management.

Where the partners manage the partnership busi-
ness separately, the managing partner may raise
objections on the matters managed by the other
partners, in which case, the other partners shall su-
spend the management of such matter.

Article 971

A partner may not request remuneration for mana-
gement of the partnership business, unless otherwise
agreed in the partnership contract.

Article 972

The sharing of the profits and allocation of losses of
a partnership shall be in accordance with the part-
nership contract; where there is no such an agree-
ment in the partnership contract or the agreement
is unclear, the partners shall make a decision throu-
gh consultation. Where such consultation fails, the
partners shall share the profits and assume the los-
ses in proportion to their paid-in capital, or share
the profits and assume the losses in equal share if
the proportions of their paid-in capital cannot be
determined.
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Article 973

The partners shall bear joint and several liabilities
for the partnership obligations. A partner who has
performed the partnership obligations in excess of
his share has the right to indemnification against
the other partners.

Article 974

Unless otherwise agreed in the partnership con-
tract, a partner who transfers all or part of his share
of property to a person other than a partner shall
obtain unanimous consent of the other partners.

Article 975

A creditor of a partner shall not subrogate and
exercise any right of the partner provided in this
Chapter and the partnership contract, except that a
creditor may subrogate and exercise the partner’s
claim against the partnership for distribution of the
benefits.

Article 976

Where there is no agreement between or among
the partners on the term of the partnership, or the
agreement is unclear, if the term cannot be deter-
mined according to the provisions of Article 510
of this Code, the partnership shall be deemed as a
partnership with an indefinite term.

If a partner continues to manage the partnership
business upon expiration of the term of the part-
nership, and the other partners fail to raise any
objection, the original partnership contract shall
continue to be valid, but with an indefinite term.

A partner may dissolve a partnership contract with
an indefinite term at any time, but the other part-
ners shall be notified within a reasonable period of
time in advance.

Article 977

Where a partner dies, loses capacity for performing
civil juristic acts, or is terminated, the partnership
contract is terminated, unless otherwise provided
in the partnership contract, or it is inappropriate to
terminate the contract due to the nature of the
partnership affairs.

Article 978

Upon termination of a partnership contract, after
paying the expenses for termination and dischar-
ging the partnership debts, the residual assets of
the partnership property, if any, shall be distributed

in accordance with the provisions of Article 972 of
this Code.

Part Three Quasi-contracts

Chapter XXVIII

Negotiorum Gestio

Article 979

Where a person who has neither a statutory nor a
contractual obligation acts as a custodian to ma-
nage another person’s affair in order to prevent
the latter from suffering a loss of interests, the
said person may request the beneficiary to reim-
bure the necessary expenses incurred therefrom.
Where such a custodian suffers losses when ma-
naging another person’s affairs, the custodian may
request the beneficiary to make appropriate com-
pensation.

Where the management of another person’s af-
fairs is contrary to the true will of the beneficiary,
the custodian does not have the right provibed in
the preceding paragraph, unless the true will of
the beneficiary is in violation of law or against the
public order or good morals.

Article 980

Where the management by a custodian of another
person’s affairs does not fall within the circumstan-
ces provided in the preceding Article, but the bene-
ficiary has enjoyed the benefit of the management,
the beneficiary shall be subject to the obligations
provided in the first paragraph of the preceding Ar-
ticle to the custodian to the extent of the benefit he
gains therfrom.

Article 981

A custodian shall manage another person’s affairs
in the best interest of the beneficiary. Where su-
spension of management is to put the beneficiary
at a disadvantage position, the management may
not be suspended without just cause.

Article 982

Where a custodian manages another person’s af-
fairs, he shall promptly notify the beneficiary if he
is able to do so. Where the matter does not need
urgent management, the custodian shall wait for
the beneficiary’s instruction.
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Article 983

Upon termination of the management, a custodian
shall report the management of the affairs to the
beneficiary. The property obtained by the custo-
dian in the management of the affairs shall be sur-
rendered to the beneficiary in a timely manner.

Article 984

Where the management of another person’s affairs
by a custodian is subsequently ratified by the be-
neficiary, the provisions on entrustment contracts
shall be applied to the management from the com-
mencement of the management, unless the custo-
dian expresses his intention otherwise.

Chapter XXIX Unjust Enrichment

Article 985

Where a person is unjustly enriched without a legal
basis, the person who thus suffers a loss is entitled
to request the enriched person to return the bene-
fit, unless under any of the following circumstan-
ces:

(1) the payment is made for performing a mo-
ral obligation;

(2) the payment is made to satisfy an obliga-
tion not yet due; or

(3) the payment is made to an obligation
knowing that there is no obligation to pay.

Article 986

Where a person enriched does not know or should
not have known that the enrichment is without a
legal basis, and if the enrichment no longer exists,
the person has no obligation to return the benefit
thus received.

Article 987

Where a person enriched knows or should have
known that the enrichment is without a legal basis,
the aggrieved person may request the enriched per-
son to return the benefit thus received and make
compensation for the losses in accordance with law.

Article 988

Where a person enriched has gratuitously tran-
sfered the benefit received to a third person, the
aggrieved person may request the third person to
assume the obligation to return the benefit to the
corresponding extent.

Book Four Personality Rights
Chapter I General Rules

Article 989
This Book regulates the civil-law relations arising from the
enjoyment and protection of personality rights.

Article 990

Personality rights are the rights enjoyed by persons
of the civil law, such as the right to life, the right to
corporeal integrity, the right to health, the right to
name, the right to trade name, the right to likeness,
the right to reputation, the right to honor, the right
to privacy, and the like.

In addition to the personality rights provided in the
preceding paragraph, a natural person enjoys other
personality rights and interests arising from perso-
nal liberty and human dignity.

Article 991

The personality rights of persons of the civil law
are protected by law and free from infringement by
any organization or individual.

Article 992
Personality rights may not be waived, transferred,
or inherited.

Article 993

The name, entity name, likeness, or the like, of a
person of the civil law may be used by others upon
authorization, unless the authorization thereof is
not allowed by law or based on the nature of the
right.

Article 994

Where the name, likeness, reputation, honor, pri-
vacy, remains, or the like, of the deceased is har-
med, the spouse, children, and parents of the de-
ceased have the right to request the actor to bear
civil liability in accordance with law. Where the de-
ceased has no spouse or children, and the parents
of the deceased have already died, other close rela-
tives of the deceased have the right to request the
actor to bear civil liability in accordance with law.

Article 995

A person whose personality rights are infringed
upon has the right to request the actor to bear ci-
vil liability in accordance with the provisions of this
Code and the other laws. Where the said person
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exercises his right to request the actor to stop the
infringement, remove the nuisance, eliminate the
danger, eliminate the adverse effects, rehabilitate
his reputation, or extend apologies, the provisions
on limitation periods shall not apply.

Article 996

Where the personality rights of a party is harmed by
the other party’s breach of contract and the injured
party is thus suffered severe emotional distress, if
the injured party elects to request the other party
to bear liability based on breach of contract, his right
to claim for compensation for pains and suffering is
not be affected.

Article 997

Where a person of the civil law has evidence to pro-
ve that an actor is committing or is about to commit
an illegal act that infringes upon his personality ri-
ghts, and that failure to timely stop the act will cause
irreparable harm to his lawful rights and interests,
the person has the right, in accordance with law, to
request the people’s court to order the actor to stop
the act.

Article 998

In determining the civil liability an actor is to bear
for infringing upon other’s personality rights, other
than the right to life, the right to corporeal integri-
ty, or the right to health, consideration shall be gi-
ven to the occupations of the actor and the injured
person, the scope of impact of the act, the degree
of fault, as well as the factors such as the purposes,
methods, and consequences of the act.

Article 999

The name, entity name, likeness, personal informa-
tion, and the like, of a person of the civil law may
be reasonably used by those engaged in news re-
porting, supervision of public opinions, or the like,
for public interests, except that civil liability shall be
borne in accordance with law where the use unrea-
sonably harms the personality rights of the person.

Article 1000

Where an actor shall bear civil liability such as eli-
mination of adverse effects, rehabilitation of repu-
tation, or extension of apologies for infringing upon
other’s personality rights, the civil liability to be
born shall be commensurate with the specific way
the act is done and the scope of its impact.

Where an actor refuses to bear civil liability as pro-
vided in the preceding paragraph, the people’s court
may take such measures as making an announce-
ment, publishing the final judgment, or the like,
through media, such as newspapers, periodicals, or
online websites, and any expenses thus incurred shall
be borne by the actor.

Article 1001

The relevant provisions of Book | and Book V of
this Code and the other laws shall apply to the pro-
tection of a natural person’s relation-based rights
such as a right arising from a marital and familial
relationship; in the absence of such provisions, the
relevant provisions of this Book on the protection
of personality rights shall, based on the nature of
the right, be applied mutatis mutandis.

Chapter II
Rights to Life, Rights to Corporeal Integrity, and
Rights to Health

Article 1002

A natural person enjoys the right to life. A natural
persons’ life safety and dignity are protected by law
and free from infringement by any organization or
individual.

Article 1003

A natural person enjoys the right to corporeal in-
tegrity. A natural persons’ corporeal integrity and
freedom of movement are protected by law and
free from infringement by any organization or in-
dividual.

Article 1004

A natural person enjoys the right to health. A na-
tural persons’ physical and mental health are pro-
tected by law and free from infringement by any
organization or individual.

Article 1005
Where a natural person’s right to life, right to cor-
poreal integrity, or right to health is infringed upon
or otherwise in peril, the organization or individual
who is legally obligated to aid shall promptly ex-
tend rescue.

Article 1006
A person with full capacity for performing civil juri-
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stic acts has the right to make a voluntary decision
in accordance with law to donate his cells, tissues,
organs, and remains. No organization or individual
may force, deceive, or induce the person to donate
such.

The consent of a person with full capacity for per-
forming civil juristic acts to be a donor thereof in
accordance with the provisions of the preceding
paragraph shall be made in writing or through a
will.

Where a natural person, during his life, has not di-
sagreed to be a donor thereof after he dies , his
spouse, adult children, and parents may, upon his
death, jointly decide to make the donation, and
such a decision shall be made in writing.

Article 1007

Any form of purchase or sale of human cells, tis-
sues, organs, or remains is prohibited.

Any purchase or sale in violation of the preceding
paragraph is void.

Article 1008

Where a clinical trial is needed for developing new
drugs and medical devices or developing new pre-
vention and treatment methods, upon approval of
the relevant competent authorities and the exa-
mination and approval of the ethics committee,
the participants or the guardians thereof shall be
informed of the details including the purposes,
methods, and the possible risks of the trial, and
their written consent must be obtained.

When conducting a clinical trial, no fees may be col-
lected from the participants of the trial.

Article 1009

A medical and scientific research activity related to
human genes, embryos, or the like, shall be done
in accordance with the relevant provisions of laws,
administrative regulations, and the regulations of
the State, and shall not endanger human health,
offend ethics and morals, or harm public interests.

Article 1010

A person who has been sexually harassed against
his will by another person through oral words, writ-
ten language, images, physical acts, or the like, has
the right to request the actor to bear civil liability in
accordance with law.

The State organs, enterprises, schools, and other

organizations shall take reasonable precautions,
accept and hear complaints, investigate and han-
dle cases, and take other like measures to prevent
and stop sexual harassment conducted by a person
through taking advantage of his position and power
or a superior-subordinate relationship, and the like.

Article 1011

A person, whose freedom of movement has been de-
prived of or restricted by illegal detention or the like
measures, or whose body has been illegally searched,
has the right to request the actor to bear civil liability
in accordance with law.

Chapter I11
Rights to Name and Rights to Entity Name

Article 1012

A natural person enjoys the right to name, and is
entitled to determine, use, change, or allow others
to use his name in accordance with law, provided
that public order and good morals are not offen-
ded.

Article 1013

A legal person or an unincorporated organization
enjoys the right to entity name, and is entitled to
decide, use, change, transfer, or allow others to use
its entity name in accordance with the law.

Article 1014

No organization or individual may infringe upon
other’s rights to name or rights to entity name by
means such as interference, misappropriation, im-
personation, or the like.

Article 1015

A natural person shall take the surname of either
his father or mother, and may take a surname other
than his father’s or mother’s in any of the following
situations:

(1) taking the surname of a senior lineal relati-
ve by blood;
(2) taking the surname of a foster parent,

other than the legal care provider, who provides
care thereto; and

(3) taking a surname with other legitimate re-
asons that do not offend public order and good mo-
rals.

Natural persons of ethnic minorities may take sur-

CPO & Partners (Shanghai) Co.,Ltd.
Yan ‘an middle road n.841, Jing ‘an District 200040, Shanghai - OOCL Plaza, Floor 26, Suite 2604, 2605
Tel: +86 021 63120097 — www.cpopartners.com — e-mail: shanghai@cpopartners.com



-

-

&partners

LEGAL&TAX ADVISORY

names in compliance with their cultural traditions
and local customs.

Article 1016

A natural person who decides to take or change his
name, or a legal person or an unincorporated orga-
nization who decides to take, change, or transfer its
entity name, shall file registration with the relevant
authorities in accordance with law, unless otherwi-
se provided by law.

Upon changing the name or entity name by a per-
son of the civil law, the civil juristic acts performed
before the name change is legally binding on the
person.

Article 1017

With regard to a pseudonym, stage name, screen
name, translated name, trade name, abbreviation
of a name or entity name of a social popularity,
where the use of which by others will suffice to
cause public confusion, the relevant provisions on
protection of the rights to name and the rights to
entity name shall be applied mutatis mutandis.

Chapter IV Rights to Likeness

Article 1018

A natural person enjoys the right to likeness, and is
entitled to make, use, publicize, or authorize others
to use his image in accordance with law.

The likeness is an external image of a specific natu-
ral person reflected in video recordings, sculptures,
drawings, or on other media by which the person
can be identified.

Article 1019

No organization or individual may infringe upon
other’s rights to likeness by vilifying or defacing the
image thereof, or through other ways such as fal-
sifying other’s image by utilizing information tech-
nology. Unless otherwise provided by law, no one
may make, use, or publicize the image of the right
holder without the latter’s consent.

Without the consent of the person holding the ri-
ght to likeness, a person holding a right in the wor-
ks of the image of the former person shall not use
or publicize the said image by ways such as publi-
shing, duplicating, distributing, leasing, or exhibi-
ting thereof.

Article 1020

The following acts, if done in a reasonable way, may
be performed without the consent of the person
holding the right to likeness:

(1) using publicly available images of the per-
son holding the right to likeness to the extent ne-
cessary for personal study, art appreciation, clas-
sroom teaching, or scientific research;

(2) making, using, or publicizing the image of
the person holding the right to likeness, which is
inevitable for conducting news reporting;

(3) making, using, or publicizing the image of
the person holding the right to likeness to the ex-
tent necessary for a State organ to perform its re-
sponsibilities in accordance with law;

(4) making, using, or publicizing the image of
the person holding the right to likeness, which is
inevitable for demonstrating a specific public envi-
ronment;

(5) performing other acts of making, using, or
publicizing the image of the person holding the right
to likeness for protecting the public interests and the
lawful rights and interests of the said person.

Article 1021

Where the parties have a dispute on a clause rela-
ting to the use of an image in a contract authorizing
the use of the image, interpretations shall be made
in favor of the person holding the right to likeness
over his image.

Article 1022

Where the parties have not agreed on the term
of authorized use of an image, or the agreement
is unclear, either party may rescind the contract
authorizing the use of the image at any time, pro-
vided that the other party shall be notified within
a reasonable period of time.

Where the parties have expressly agreed on the
term of authorized use of the image, the person
holding the right to likeness over the image may
rescind the contract authorizing such use if with
just cause, provided that the other party shall be
notified within a reasonable period of time. Where
rescission of the contract causes loss to the other
party, unless the loss is caused by a reason not at-
tributable to the person holding the right to like-
ness over the image, compensation shall be paid.

Article 1023
For an authorized use of another person’s name or
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the like, the relevant provisions on the authorized
use of other’s images shall be applied mutatis mu-
tandis.

For the protection of a natural person’s voice, the
relevant provisions on the protection of the right to
likeness shall be applied mutatis mutandis.

Chapter V
Rights to Reputation and Rights to Honor

Article 1024

A person of the civil law enjoys the right to repu-
tation. No organization or individual may infringe
upon other’s right to reputation by insultation, de-
famation, or the like.

Reputation is a social evaluation of the moral cha-
racter, prestige, talent, and credit of a person of the
civil law.

Article 1025

A person whose act, such as reporting news or su-
pervising public opinions or the like for public inte-
rest purposes, adversely affects the other’s reputa-
tion shall not bear civil liability except where one of
the following situations exists:

(1) he has fabricated or distorted the facts;

(2) he has failed to fulfill the obligation to re-
asonably verify the seriously misrepresentative in-
formation provided by others; or

(3) he has used insulting words and the like to
degrade the other’s reputation.

Article 1026

To determine whether an actor has fulfilled the
obligation to reasonably verify the information as
provided in Subparagraph 2 of the preceding Arti-
cle, the following factors shall be considered:

(1) the credibility of the source of the information;
(2) whether the information that is clearly
controversial has been fully investigated;

(3) the timeliness of the information;

(4) the relevance of the information with pu-

blic order and good morals;

(5) the likelihood that the victim’s reputation
would be degraded; and

(6) his ability to verify and the cost for the ve-
rification of the information.

Article 1027
Where a literary or artistic work published by an ac-

tor depicts real people and real events or a specific
person, with insulting or defamatory content and
thus infringes upon another persons’s right to repu-
tation, the person whose right is infringed upon has
the right to request the actor to bear civil liability in
accordance with law.

Where a literary or artistic work published by an ac-
tor does not depict a specific person, but only some
patterns of the story are similar to the situation of
such person, the actor shall not bear civil liability.

Article 1028

Where a person of the civil law has evidence to pro-
ve that the content reported by a media, such as
a newspaper, a periodical, or an online website, is
inaccurate and thus infringes upon his reputation,
he has the right to request the media to take ne-
cessary measures including making correction of or
deleting the content in a timely manner.

Article 1029

A person of the civil law may check his own credit
report in accordance with law, and has the right to
raise an objection and request correction, deletion,
or other necessary measures to be taken where he
discovers that the credit report is incorrect. The
evaluators of his credit standing shall examine the
report and take necessary measures in a timely
manner if it is verified to be false.

Article 1030

The provisions of this Book on the protection of
personal information and the relevant provisions
of other laws and administrative regulations shall
be applied to the relationship between persons of
the civil law and the credit information processors
such as a credit reporting agency.

Article 1031

A person of the civil law enjoys the right to honor.
No organization or individual may unlawfully de-
prive others of their honorary titles or defame or
degrade the honors thereof.

Where an awarded honorary title of a person of
the civil law should have been recorded, the person
may request that it be so recorded. Where such an
awarded honorary title is incorrectly recorded, the
person may request that it be corrected.
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Chapter VI
Rights to Privacy and Protection of Personal Infor-
mation

Article 1032

A natural person enjoys the right to privacy. No
organization or individual may infringe upon the
other’s right to privacy by prying into, intruding
upon, disclosing, or publicizing other’s private mat-
ters.

Privacy is the undisturbed private life of a natural
person and his private space, private activities, and
private information that he does not want to be
known to others.

Article 1033

Unless otherwise provided by law or expressly con-
sented to by the right holder, no organization or in-
dividual shall do the following acts:

(1) intruding upon another person’s priva-
te life through making phone calls, sending text
messages, using instant messaging tools, sending
emails and flyers, and the like means;

(2) entering into, taking photographs of, or pe-
eping into other’s private spaces such as the resi-
dence or hotel room of another person;

(3) taking photographs of, peeping into, ea-
vesdropping, or disclosing the private activities of
another person;

(4) taking photographs of or peeping at the
private parts of another person’s body;

(5) processing another person’s private infor-
mation; and
(6) infringing upon another person’s privacy

through other means.

Article 1034
A natural person’s personal information is pro-
tected by law.

Personal information is the information recorded

electronically or in other ways that can be used, by
itself or in combination with other information, to
identify a natural person, including the name, date
of birth, identification number, biometric informa-
tion, residential address, telephone number, email
address, health information, whereabouts, and the
like, of the person.
The provisions on the right to privacy, or, in the ab-
sence of which, the provisions on the protection of
personal information, shall be applied to the priva-
te personal information.

Article 1035

The processing of personal information shall be in
compliance with the principles of lawfulness, justi-
fication, and within a necessary limit, and shall not
be excessively processed; meanwhile, the following
conditions shall be satisfied;

(2) consent has been obtained from the natu-
ral person or his guardian, unless otherwise provi-
ded by laws or administrative regulations;

(2) the rules for processing information are
publicized;

(3) the purpose, method, and scope of the in-
formation processing are clearly indicated; and

(4) it is not in violation of laws or administra-
tive regulations or against the agreement of both
parties.

The processing of personal information includes
the collection, storage, use, refinement, transmis-
sion, provision, disclosure, and the like, of the per-
sonal information.

Article 1036

When processing personal information, an actor
shall not bear civil liability in any of the following
situations:

(2) the actor reasonably performs the act to
the extent that the natural person or his guardian
consents to;

(2) the actor reasonably processes the infor-
mation disclosed by the natural person himself or
the other information that has already been legally
disclosed, unless the said person explicitly refuses
or the processing of the information infringes upon
a significant interest of the person; and

(3) the actor reasonably performs the other
acts to protect the public interest or the lawful ri-
ghts and interests of the person.

Article 1037

A natural person may retrieve or make copies of his
personal information from the information proces-
sers in accordance with law. Where the person di-
scovers that the information is incorrect, he has the
right to raise an objection and request corrections
or other necessary measures to be taken in a timely
manner.

Where a natural person discovers that an informa-
tion processer has violated the provisions of laws or
administrative regulations, or breached the agree-
ment between both parties while processing his
personal information, he has the right to request
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the information processor to delete it in a timely
manner.

Article 1038

An information processor shall not disclose or tam-
per with the personal information he collects and
stores, and shall not illegally provide to others the
personal information of a natural person without
the latter’s consent, unless the information, after
being processed, cannot be used to identify any
specific individual and cannot be restored to its ori-
ginal status.

An information processor shall take technical mea-
sures and other necessary measures to ensure the
security of the personal information he collects and
stores, and prevent the information from being lea-
ked, tampered with, or lost. Where a person’s per-
sonal information has been or is likely to be leaked,
tampered with, or lost, he shall take remedial mea-
sures in a timely manner, notify the natural persons
concerned in accordance with the regulations, and
report to the relevant competent authorities.

Article 1039

State organs and the chartered institutions assu-
ming administrative functions as well as their staff
shall keep confidential the privacy and the personal
information of natural persons known to them du-
ring the performance of their responsibilities, and
shall not disclose or illegally provide it to others.

Book Five Marriage and Family
Chapter I General Rules

Article 1040
This Book regulates the civil-law relations arising
from marriage or family.

Article 1041

Marriage and family are protected by the State.

A marriage system based on freedom of marriage,
monogamy, and equality between men and women
is implemented.

The lawful rights and interests of women, minors,
the elderly, and persons with disabilities are pro-
tected.

Article 1042
Arranged marriages, mercenary marriages, and
other acts interfering with the freedom of marriage

are prohibited. The exaction of money or other pro-
perty by way of marriage is prohibited.

Bigamy is prohibited. No one who has a spouse may
cohabit with another person.

Domestic violence is prohibited. Maltreatment or
desertion of family members is prohibited.

Article 1043

Families shall establish good family values, promote
family virtues, and enhance family civility.

Husband and wife shall be loyal to each other, respect
each other, and care for each other. Family members
shall respect the elderly, take care of the young, help
each other, and maintain a marital and familial rela-
tionship of equality, harmony, and civility.

Article 1044

Adoption shall be in compliance with the principle
of acting in the best interest of the adoptee, and
the lawful rights and interests of both the adoptee
and the adopter shall be protected.

Trafficking minors in the name of adoption is prohi-
bited.

Article 1045

Relatives include spouses, relatives by blood, and
relatives by marriage.

Spouses, parents, children, siblings, paternal and
maternal grandparents, and paternal and maternal
grandchildren are close relatives.

Spouses, parents, children, and other close relati-
ves living together are family members.

Chapter II Entering into Marriage

Article 1046

A man and a woman shall enter into marriage fre-
ely and voluntarily. Neither party may compel the
other party to enter into marriage against his will,
and no organization or individual may interfere
with the freedom of marriage.

Article 1047

To enter into a marriage, a man shall reach the age
of twenty-two, and a woman shall reach the age of
twenty.

Article 1048
Persons who are lineal relatives by blood, or col-
lateral relatives by blood up to the third degree of
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kinship are prohibited from being married.

Article 1049

Both the man and the woman intending to enter
into a marriage shall file registration of the marria-
ge in person with a marriage registration authority.
If the proposed marriage is found to conform to the
provisions of this Code, the marriage shall be regi-
stered and a marriage certificate shall be issued. A
marital relationship shall be established upon com-
pletion of the marriage registration. The couple
who has failed to file a marriage registration shall
complete the registration.

Article 1050

After a marriage has been registered, by mutual
consent, the woman may become a member of the
man’s family or vice versa.

Article 1051

A marriage is void in any of the following situations:
(1) either party to the marriage commits bi-
gamy;

(2) the parties to the marriage fall within the
relative relations prohibited by law from marrying
each other; or

(3) either party to the marriage is under the
statutory marriageable age.

Article 1052

If a marriage is entered into as a result of coercion,
the coerced party may apply to the people’s court
to annul the marriage.

Such an application to annul the marriage shall be
made within one year from the date of the coercive
act ceases.

Where the coerced party whose personal freedom
is illegally constrained wishes to annul the marria-
ge, the application to annul the marriage shall be
made within one year from the date when the par-
ty’s personal freedom is restored.

Article 1053

If one of the parties suffers from a serious disease,
he shall truthfully inform the other party of such
disease prior to marriage registration; where such
information is not truthfully provided, the other
party may apply to the people’s court to annul the
marriage.

The application to annul a marriage shall be made
within one year from the date when the party

knows or should have known of the cause for the
annulment.

Article 1054

Avoid or annulled marriage has no legal effect ab ini-
tio, and neither party to such a marriage shall have
any rights or duties arising from the marital relation-
ship. Properties acquired during the cohabitation
period shall be disposed of by mutual agreement.
Where the parties fail to reach such an agreement,
the people’s court shall adjudicate the case in com-
pliance with the principle of favoring the no-fault par-
ty. When disposing of the property acquired during
a marriage which has been voided due to bigamy,
the proprietary rights and interests of the parties to
the lawful marriage shall not be infringed upon. The
provisions of this Code on parents and children shall
apply to the children born by the parties to a void or
annulled marriage.

Where a marriage is void or annulled, the no-fault
party has the right to request for damages.

Chapter III Domestic Relations
Section 1 Spousal relationship

Article 1055
Husband and wife are equal in marriage and family.

Article 1056
Both spouses have the right to use their own surna-
me and given name.

Article 1057

Both spouses are free to engage in production and
other work, and to study and to participate in social
activities. Neither party may restrain or interfere
with such freedom of the other party.

Article 1058

Both spouses have equal rights and joint duties to
raise, educate, and protect their minor children.
Article 1059

Both spouses have the duty to support each other.
The party in need of spousal support is entitled to
claim such payments against the other party who
has failed to fulfill the spousal support duty.

Article 1060
A civil juristic act performed by one of the spouses
to meet the daily needs of the family is binding on
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both spouses unless otherwise agreed between the
third person and the spouse performing the act.
Restrictions imposed by the spouses on the scope
of civil juristic acts that may be performed by one
of the spouses may not be asserted against a bona
fide third person.

Article 1061
Husband and wife have the right to inherit the esta-
tes of each other.

Article 1062

The following property acquired by the spouses du-
ring their marriage constitutes community proper-
ty and are jointly owned by the spouses:

(1) salaries and wages as well as bonuses and
other remuneration received from services rende-
red;

(2) proceeds obtained from production, busi-
ness operation, and investment;

(3) proceeds arising from intellectual property
rights;

(4) except as otherwise provided in Subpara-

graph (3) of Article 1063 of this Code, property ac-
quired from inheritance or given as a gift; and

(5) other property that shall be jointly owned
by the spouses.

Husband and wife have equal rights when dispo-
sing of the community property.

Article 1063
The following property constitutes separate pro-
perty of one of the spouses:

(2) premarital property of one spouse;

(2) compensation or indemnification received by
one spouse for injury inflicted upon him;

(3) property that belongs to only one spouse

as provided in a will or gift contract;

(4articles exclusively used by one spouse for daily
life; and

(5) other property that shall be owned by one
spouse.

Article 1064

Debts incurred according to the common expres-
sion of intent of both spouses, such as a debt joint-
ly signed by both spouses and a debt signed by one
spouse and subsequently ratified by the other spou-
se, and debts incurred by one of the spouses in his
own name during the marriage to meet the daily ne-
eds of the family, constitute community debts.

A debt incurred by one of the spouses in his own
name during the marriage in excess of the daily ne-
eds of the family is not a community debt, unless
the creditor may prove that such debt is used for
both spouses’ daily life or for joint production and
operation of the spouses, or such debt incurs ac-
cording to the common expression of intent of both
spouses.

Article 1065

A man and a woman may agree that their prema-
rital property and the property to be acquired by
them during their marriage may be owned by them
separately or jointly, or partially owned separately
and partially owned jointly. The agreement shall
be in writing. Where there is no agreement or the
agreement is unclear, Articles 1062 and 1063 of this
Code shall apply.

The agreement on their premarital property and the
property acquired during the marriage is legally bin-
ding on both parties to the marriage.

Where the spouses agree that the property acqui-
red during the marriage is to be owned separately,
a debt incurred by one of the spouses shall be paid
off with his separate property to the extent that the
third person concerned is aware of such an agree-
ment.

Article 1066

During the marriage, one of the spouses may apply
to the people’s court for partition of their commu-
nity property in one of the following situations:

(1) the other spouse has concealed, transfer-
red, sold, destructed or damaged, or squandered
the community property, created a false commu-
nity debt, or committed other acts that seriously
infringe upon the interests of the community pro-
perty; or

(2) a person, whom one of the spouses has a
statutory obligation to support, is suffering from a
serious disease and needs medical treatment, but
the other spouse does not agree to pay the rele-
vant medical expenses.

Section 2
Relationship between Parents and Children, and
Relationship among Other Close Relatives

Article 1067
Where parents fail to fulfill their duty to raise their
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children, a minor child or an adult child who is in-
capable of supporting himself has the right to claim
child support payments against his parents.

Where an adult child fails to fulfill the duty to sup-
port his parents, his parents who lack the capacity
to work or are in financial hardship have the right
to claim support payments against the adult child.

Article 1068

Parents have the right and duty to educate and pro-
tect their minor children. Where a minor causes da-
mage to others, his parents shall bear civil liability
in accordance with law.

Article 1069

Children shall respect their parents’ right to mar-
riage and shall not interfere with their parents’ di-
vorce, remarriage, or their marital life thereafter.
Children’s duty to support their parents shall not
end with the change of their parents’ marital rela-
tionship.

Article 1070
Parents have the right to inherit their children’s
estates, and vice versa.

Article 1071

Children born out of wedlock have equal rights as
children born in wedlock, and no organization or
individual may harm or discriminate against them.
A natural parent who does not have physical custo-
dy of his out-of-wedlock child shall pay child sup-
port for such child who is a minor or who is an adult
but incapable of supporting himself.

Article 1072

Stepparents shall not maltreat or discriminate
against a stepchild, and vice-versa.

Provisions of this Code governing the parents-chil-
dren relationship shall apply to the rights and du-
ties between a stepmother or a stepfather and a
stepchild who has been raised and educated by
such stepfather or stepmother.

Article 1073

Where a parent challenges maternity or paternity
with just cause, the parent may file a lawsuit with
the people’s court for affirmation or denial of such
maternity or paternity.

Where an adult child challenges maternity or pa-
ternity with just cause, he may file a lawsuit with

the people’s court for affirmation of such maternity
or paternity.

Article 1074

Paternal or maternal grandparents, if financially ca-
pable, have the duty to raise their minor grandchil-
dren whose parents are deceased or are incapable
of such raising.

Paternal or maternal grandchildren, if financially
capable, have the duty to support their grandpa-
rents whose children are deceased or are incapable
of providing such support.

Article 1075

Elder brothers or sisters, if financially capable, have
the duty to raise their minor siblings whose parents
are deceased or are incapable of such raising.
Younger brothers or sisters who have been brought
up by their elder siblings and who are financially ca-
pable have the duty to support such elder siblings
who lack both the capacity to work and the means
to support themselves.

Chapter IV Divorce

Article 1076

Where the husband and the wife both agree to di-
vorce, they shall enter into a divorce agreement in
writing and file divorce registration in person with
the marriage registration authority.

The divorce agreement shall include expression of
intent of both parties to voluntarily divorce and
their mutual agreement on such matters as child
support, property division, and allocation of debts.

Article 1077

Where either party is unwilling to divorce, he may
withdraw the divorce registration application wi-
thin thirty days after such an application is received
by the marriage registration authority.

Within thirty days after expiration of the period
provided in the preceding paragraph, both parties
shall personally visit the marriage registration au-
thority to apply for issuance of a divorce certificate,
and failing to do so will cause the divorce registra-
tion application to be deemed as withdrawn.

Article 1078
Upon ascertaining that the divorce is voluntarily in-
tended and that the two parties have reached agre-
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ement on such matters as child support, property
division, and allocation of debts, the marriage re-
gistration authority shall register the divorce and
issue a divorce certificate.

Article 1079

Where the husband or the wife unilaterally peti-
tions for divorce, a relevant organization may offer
mediation, or such person may file for divorce di-
rectly with the people’s court.

The people’s court shall, during the divorce trial, of-
fer mediation, and grant divorce if mutual affection
no longer exists between the two parties and me-
diation fails.

A divorce shall be granted when mediation fails un-
der any of the following circumstances:

(2) one spouse commits bigamy or cohabitates
with another person; or

(2) one spouse commits domestic violence or
maltreats or deserts a family member;

(3) one spouse habitually commits acts such
as gambling, drug abuse, or likewise, and refuses to
correct such behavior despite of repeated warnin-

gs;

(4) the spouses have been separated for no
less than two full years due to marital discord; or
(5) other circumstances exist under which mu-

tual affection no longer exists between the spou-
ses.

Where one spouse is declared to be missing and
the other party files for divorce, such divorce shall
be granted.

Where, after a judgment has been made against
divorce and the spouses have been separated for
one more year, such divorce shall be granted where
one of the spouses files again for divorce with the
people’s court.

Article 1080

A marital relationship is dissolved upon completion of
registration of divorce or when a judgment of divorce
or mediation paper of divorce comes into effect.

Article 1081

Where the spouse of a military personnel on acti-
ve service requests for divorce, the consent of the
spouse who is a military personnel on active ser-
vice shall be obtained unless he is at serious fault.

Article 1082
A husband may not file for divorce during his wife’s

pregnancy, within one year after his wife delivers,
or within six months after termination of her pre-
gnancy, unless the wife applies for divorce, or the
people’s court deems it necessary to hear the di-
vorce request made by the husband.

Article 1083

Where, after divorce, both the man and the woman
intend to resume their marital relationship, they
shall file for re-registration of marriage at a marria-
ge registration authority.

Article 1084

The parents-children relationship shall not be dis-
solved upon divorce of the parents. Whether a
child is under the physical custody of the father or
the mother, he remains to be the child of both pa-
rents.

After divorce, parents continue to have the rights
and duties to raise, educate, and protect their chil-
dren.

As a matter of principle, a mother shall, upon di-
vorce, have physical custody of her child under the
age of two. Where parents fail to reach an agree-
ment on the physical custody of their child over the
age of two, the people’s court shall adjudicate it in
compliance with the principle of acting in the best
interests of the minor child and in light of the actual
situations of both parents.

Article 1085

Upon divorce, where a parent has the physical cu-
stody of his child, the other parent shall pay for
the child support in part or in whole. The amount
and duration of such payment shall be determined
by both parents through agreement, or, where no
such an agreement is reached, adjudicated by the
people’s court through making a judgment.

The agreement or judgment provided in the prece-
ding paragraph shall not preclude the child, when
necessary, from making reasonable demand of pay-
ment on either parent in excess of the amount spe-
cified in the agreement or judgment.

Article 1086

After divorce, a parent who does not have the phy-
sical custody of his child has the right to visit the
child, and the other parent is obligated to facilitate
the visit.

The manner and schedule for exercising the right
to visitation shall be determined by both parents
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through agreement, or, where no such an agree-
ment is reached, adjudicated by the people’s court.
If a parent’s visit to a child is detrimental to the child’s
physical or mental health, the visit shall be suspended
by the people’s court in accordance with law, and the
visit shall be resumed when the cause for such su-
spension no longer exists.

Article 1087

Upon divorce, the community property of the
spouses shall be partitioned by them through agre-
ement, or, where no such an agreement is reached,
adjudicated by the people’s court in light of the
actual state of the property and in compliance with
the principle of favoring the rights and interests of
their children, the wife, and the no-fault party.

The rights and interests of the husband or wife
arising from the contractual management of land
based on the household shall be protected in ac-
cordance with law.

Article 1088

Where one spouse is burdened with additional duties
for raising children, looking after the elderly, or assi-
sting the other spouse in his work, the said spouse has
the right to request for compensation upon divorce
against the other party, and the other party shall make
due compensation. The specific arrangements for ma-
king such compensation shall be determined by the
spouses through agreement, or adjudicated by the pe-
ople’s court where no such an agreement is reached.

Article 1089

Upon divorce, the husband and wife shall jointly
pay off their community debts. Where the commu-
nity property is insufficient to pay off the debts, or
the property is owned by each spouse separately,
such debts shall be paid off by the spouses throu-
gh agreement, or adjudicated by the people’s court
where no such an agreement is reached.

Article 1090

Where one party is in financial hardship upon di-
vorce, the other party, if financially capable, shall
render appropriate assistance. The specific arran-
gements shall be determined by the spouses throu-
gh agreement, or adjudicated by the people’s court
where no such an agreement is reached.

Article 1091
A no-fault spouse has the right to claim compen-

sation where divorce is caused by one of the fol-
lowing acts done by the other spouse:
(2) has committed bigamy;

(2) has cohabitated with another person;

(3) has committed domestic violence;

(4) has maltreated or deserted a family mem-
ber; or

(5) has acted with other serious faults.

Article 1092

Where one spouse conceals, transfers, sells off,
destructed or damages, or squanders the commu-
nity property, or creates a false community debt
in an attempt to unlawfully seize the property of
the other spouse, the said spouse may receive less
or no property upon partition of the community
property in the case of divorce. Where one of the
aforementioned acts committed by one spouse is
found after divorce, the other party may file a law-
suit with the people’s court for re-partition of the
community property.

Chapter V Adoption

Section 1
Establishment of an Adoptive Relationship

Article 1093

The following minors may be adopted:

(1) an orphan bereaved of parents;

(2) a minor whose natural parents cannot be
traced; or

(3) a minor whose natural parents are inca-
pable of raising him due to unusual difficulties.

Article 1094
The following individuals and organizations may
place a minor for adoption:

(1) the guardian of an orphan;
(2) a children’s welfare institution;
(3) a minor’s natural parents who are inca-

pable of raising him due to unusual difficulties.

Article 1095

Where neither of the parents of a minor has full
capacity for performing civil juristic acts, and where
they may seriously harm the minor, the guardian of
the minor may place such minor for adoption.
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Article 1096

Where a guardian intends to place an orphan un-
der his guardianship for adoption, he shall obtain
the consent of the person who has the duty to rai-
se the orphan. Where the person with the duty to
raise the orphan does not consent to the adoption
and the guardian is unwilling to continue exercising
guardianship, a successive guardian shall be ap-
pointed in accordance with the provisions of Book
One of this Code.

Article 1097

Where the natural parents intend to place their
child for adoption, they shall act in concert. Where
one of the natural parents is unknown or cannot
be traced, the other parent may place the child for
adoption by himself.

Article 1098
A prospective adopter shall meet all the following
conditions:

(2) having no child or only one child;

(2) being capable of raising, educating, and
protecting the adoptee;

(3) not suffering from any disease that is dee-
med medically unfit to be an adopter;

(4) having no criminal record unfavorable to
the healthy growth of the adoptee;

and

(5) reaching the age of thirty.

Article 1099

Adoption of a child from one’s collateral relatives
by blood of the same generation and up to the third
degree of kinship may be exempted from the restri-
ctions provided in Subparagraph (3) of Article 1093,
Subparagraph (3) of

Article 1094, and

Article 1102 of this Code.

Adoption of a child by an overseas Chinese from
his collateral relatives by blood of the same gene-
ration and up to the third degree of kinship may
also be exempted from the restrictions prescribed
in Subparagraph (1) of Article 1098 of this Code.

Article 1100

A childless adopter may adopt two children, and an
adopter with one child may adopt only one more
child.

Adoption of an orphan, a minor with disabilities,
or a minor in a children’s welfare institution whose

natural parents cannot be traced may be exemp-
ted from the restrictions provided in the preceding
paragraph and Subparagraph (1) of Article 1098 of
this Code.

Article 1101
Where a person with a spouse intends to adopt a

child, the person and his spouse shall jointly adopt
the child.

Article 1102

Where a person without a spouse intends to adopt a
child of a different gender, the prospective adopter
shall be at least forty years older than the adoptee.

Article 1103

A stepparent may, with the consent of the natural
parents of the stepchild, adopt the stepchild, and
such adoption may be exempted from the restri-
ctions provided in Subparagraph (3) of Article 1093,
Subparagraph (3) of Article 1094, Article 1098, and
Subparagraph (1) of Article 1100 of this Code.

Article 1104

Both adoption and placing for adoption shall be ba-
sed on mutual consent. Where a minor adoptee is
aged eight or above, his consent shall be obtained.

Article 1105

Adoption shall be registered with the civil affairs
department of the people’s government at or abo-
ve the county level. The adoptive relationship is
established upon registration.

In the case of adopting a minor whose parents can-
not be traced, the civil affairs department for adop-
tion registration shall make public notice prior to
the registration.

The parties to an adoptive relationship may enter
into an adoption agreement on a voluntary basis.
Upon request of both parties or one of the parties
to an adoptive relationship, an adoption shall be
notarized.

Article 1106

Upon establishment of an adoptive relationship,
the public security department shall facilitate hou-
sehold registration for the adoptee in accordance
with the relevant regulations of the State.

Article 1107
An orphan or a child whose natural parents are in-
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capable of raising him may be raised by the relati-
ves or friends of his natural parents. The provisions
of this Chapter shall not apply to the relationship
between two persons one of whom is raised by the
other.

Article 1108

Where one spouse is deceased and the surviving
spouse intends to place their minor child for adop-
tion, the parents of the deceased spouse shall have
priority in raising the child.

Article 1109

Foreign nationals may adopt children in the Peo-
ple’s Republic of China in accordance with law.

The adoption of a child by a foreign national in the
People’s Republic of China shall be subject to the
review and approval of the competent authorities
of the foreign national’s country of residence in ac-
cordance with the law of that country. The forei-
gn adopter shall submit documents issued by the
competent authorities of his country of residence
certifying such personal information as his age, ma-
rital status, occupation, financial situation, physical
condition, and whether he has criminal record. The
foreign adopter shall conclude a written agreement
with the person who places the child for adoption
and register the adoption in person with the civil
affairs department of the people’s government at
the level of provinces, autonomous regions, or mu-
nicipalities directly under the State Council.

The certifying documents provided in the preceding
paragraph shall be authenticated by the diplomatic
authorities of the country in which the foreign na-
tional resides or by an agency authorized by the said
diplomatic authorities, and then authenticated by
the embassy or consulate of the People’s Republic of
China in the said country unless otherwise provided
by the State.

Article 1110

Where an adopter or a party placing a child for
adoption requires that the adoption be kept con-
fidential, the other persons shall respect their will
and shall not disclose it.

Section 2 Effect of Adoption

Article 1111
Upon establishment of an adoptive relationship,

the provisions of this Code governing the paren-
ts-children relationship shall apply to the rights and
duties between the adoptive parents and the adop-
ted children. The provisions of this Code governing
the relationship between children and the close re-
latives of their parents shall apply to the rights and
duties between the adopted children and the close
relatives of their adoptive parents. Upon establi-
shment of an adoptive relationship, the rights and
duties arising between the adoptee and his natural
parents as well as the latter’s other close relatives
shall be terminated.

Article 1112

An adopted child may take the surname of his
adoptive father or mother, or may retain his origi-
nal surname upon consent of all the parties to the
adoption.

Article 1113

An adoption shall be void when it constitutes a void
civil juristic act as provided in Book One of this Code
or violates the provisions provided in this Book. A
void adoption has no legal effect ab initio.

Section 3
Dissolution of an Adoptive Relationship

Article 1114

No adopter may dissolve an adoptive relationship
before the adoptee has reached the majority age
unless there is an agreement between the adop-
ter and the party who places the child for adoption
to dissolve such relationship. Where an adoptee is
aged eight or above, his own consent thereto shall
be obtained. Where an adopter fails to perform
the duty to raise the adoptee or commits maltreat-
ment, desertion, or other acts infringing upon the
lawful rights and interests of the minor adoptee,
the person who has placed the child for adoption
has the right to request that the adoptive relation-
ship be dissolved. Where an adopter and a party
who has placed a child for adoption fail to reach
an agreement for dissolution of the adoptive re-
lationship, either party may file a lawsuit with the
people’s court.

Article 1115
Where the relationship between the adoptive pa-
rents and the adopted child who has become an
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adult so deteriorates that they are unable to live
together, the adoption may be dissolved by agre-
ement. Where the parties fail to reach such an
agreement, either party may file a lawsuit with the
people’s court.

Article 1116

Where the parties agree to dissolve an adoptive re-
lationship, they shall register the dissolution with
the civil affairs department.

Article 1117

Upon dissolution of an adoptive relationship, the
rights and duties between an adoptee and his
adoptive parents as well as the latter’s other close
relatives shall be terminated, and the rights and du-
ties between the adoptee and his natural parents
as well as the latter’s other close relatives shall be
automatically restored. However, while an adopted
child has become an adult, whether the rights and
duties between such an adoptee and his natural
parents as well as the latter’s other close relatives
are to be restored may be decided through consul-
tation.

Article 1118

After dissolution of an adoptive relationship, an
adoptee who has been raised up by the adoptive
parents and now become an adult shall provide
living expenses to his adoptive parents who lack
both the capacity to work and the means to sup-
port themselves. Where an adoptive relationship
is dissolved because the adopted child maltreats
or deserts his adoptive parents after the adopted
child has become an adult, the adoptive parents
may request the adoptee to compensate for the
expenses incurred to raise the adoptee during the
adoption period.

Where dissolution of an adoptive relationship is re-
quired by the natural parents of the adoptee, the
adoptive parents may request the natural parents
of the adoptee to appropriately compensate for the
expenses incurred to raise the adoptee during the
adoption period, unless the adoptive relationship is
dissolved because the adoptive parents maltreat or
desert the adoptee.

Book Six Succession

Chapter I General Rules

Article 1119
This Book regulates the civil-law relations arising
from succession.

Article 1120
The State protects a natural person’s right to inhe-
ritance.

Article 1121

Succession begins upon the death of a decedent.
Where two or more persons with the right to inhe-
rit each other’s estate die in the same incident and
it is difficult to determine the time of each person’s
death, the person without any other successor is
presumed to have predeceased those with other
successor(s). Where the aforementioned decea-
sed persons are from different generations and all
of them have other successor(s), the person of the
elder generation is presumed to have predeceased
those of the younger generation; or, where the de-
ceased are in the same generation, they are pre-
sumed to have died simultaneously and no succes-
sion occurs between or among them.

Article 1122

An estate refers to the property lawfully owned by
a natural person upon death.

An estate not inheritable according to the provi-
sions of law or based on the nature of the estate
may not be inherited.

Article 1123

After succession opens, it shall be processed as an
intestate succession, or where there is a will, as
a testate succession by the successor(s) or done-
e(s)-by-will; or be processed in accordance with the
agreement on testamentary gift for inter vivos sup-
port, where there is such an agreement.

Article 1124

A successor who, after the opening of succession,
disclaims an inheritance shall manifest his decision
in writing before the estate is disposed of. In the
absence of such a manifestation, he is deemed to
have accepted the inheritance.

A donee-by-will shall, within 60 days after he learns
of the testamentary gift, manifest his decision to
accept or disclaim it. In the absence of such a mani-
festation within the specified period, he is deemed
to have disclaimed the gift.
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Article 1125
A successor is disinherited if he has committed any
one of the following acts:

(1) intentionally killing the now decedent;

(2) killing any other successor in fighting over
the estate;

(3) abandoning the now decedent, or maltrea-
ting him and the circumstances are serious;

(4) forging, tampering with, concealing, or

destroying the will, and the circumstances are se-
rious; or

(5) through fraud or duress, compelling or in-
terfering with the testator to write, alter, or revoke
a will, and the circumstances are serious.

A successor who had committed one of the acts li-
sted in Subparagraphs (3) through (5) of the prece-
ding paragraph shall not be disinherited if he truly
repented and amended his ways, and was forgiven
by the now decedent or was thereafter appointed
as one of the successors in the decedent’s will.

A donee-by-will who has committed the act listed
in the first paragraph of this Article loses his right
to receive the testamentary gift.

Chapter II Intestate Succession

Article 1126
Men and women are equal in their right to inheri-
tance.

Article 1127
The estate of a decedent shall be succeeded in the
following order:

(1) first in order: spouse, children, and paren-
ts;
(2) second in order: siblings, paternal grandpa-

rents, and maternal grandparents.

When succession opens, the successor(s) first in or-
der shall inherit to the exclusion of the successor(s)
second in order. The successor(s) second in order
shall inherit the estate in default of any successor
first in order.

“Children” referred to in this Book include children
born in or out of wedlock, and adopted children, as well
as stepchildren who were raised up by the decedent.
“Parents” referred to in this Book include blood pa-
rents and adoptive parents, as well as stepparents
who raised the decedent.

“Siblings” referred to in this Book include siblings of

whole blood and half blood, and adopted siblings,
as well as stepsiblings who supported or were sup-
ported by the decedent.

Article 1128

Where a decedent is predeceased by a child of his,
the lineal descendants of the predeceased child
shall inherit in subrogation.

Where a decedent is predeceased by a sibling of
his, the children of the predeceased sibling shall
inherit in subrogation.

Successors who inherit in subrogation generally
may only take the share of the estate per stirpes.

Article 1129

Widowed daughters-in-law or sons-in-law who
have made predominant contributions in suppor-
ting their parents-in-law shall, in relationship to
their parents-in-law, be regarded as successors first
in order.

Article 1130

Successors same in order shall, in general, inherit
share and share alike.

When distributing an estate, due consideration
shall be given to a successor who has special finan-
cial difficulties and is unable to work.

When distributing an estate, a successor who has
made predominant contributions in supporting the
now decedent, or who has been living with the now
decedent may be given a larger share.

When distributing an estate, a successor who had
the ability and was in a position to support the now
decedent but failed to fulfill the duty of support
shall be given no or a smaller share.

Successors may take unequal shares upon agree-
ment among them.

Article 1131

An appropriate share of the estate may be given to
a person, other than a successor, who has been a
dependent of the now decedent, or to a person,
other than a successor, who has made considerable
contributions in supporting the now decedent.

Article 1132

Any issue arising from succession shall be dealt with
through consultation by and among the successors
in the spirit of amity, unity, mutual understanding,
and accommodation. The time and mode for parti-
tioning the estate and the shares to be distributed
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shall be determined by the successors through con-
sultation. Where no agreement is reached through
consultation, they may apply to a people’s media-
tion committee for mediation or institute legal pro-
ceedings in the people’s court.

Chapter II1

Testate Succession and Testamentary Gift

Article 1133

A natural person may, by making a will in accordan-
ce with the provisions of this Code, dispose of his
estate and may appoint an executor in the will.

A natural person may, by making a will, designate
one or more of his statutory successors to inherit
his estate.

A natural person may, by making a will, donate his
estate to the State or a collective, or an organization
or individual other than his statutory successor.

A natural person may, in accordance with law, crea-
te a testamentary trust.

Article 1134

A holographic will is one written by the testator’s
hand and signed by him, specifying the year, mon-
th, and day of its making.

Article 1135

A will written on behalf of the testator shall be atte-
sted by two or more witnesses, of whom one writes
the will, specifying the year, month, and day of its
making, and signs it along with the other witnes-
s(es) and with the testator.

Article 1136

A will in printed form shall be attested by two or
more witnesses. The testator and the witnesses
shall sign and specify the year, month, and day on
each page.

Article 1137

A will made in the form of an audio or video recor-
ding shall be attested by two or more witnesses.
The testator and the witnesses shall record their
names or likeness in the recording and specify the
year, month, and day of its making.

Article 1138
A testator may, when facing imminent danger,
make a nuncupative will. A nuncupative will shall

be attested by two or more witnesses. When the
imminent danger is removed and where the testa-
tor is able to make a will in writing or in the form of
an audio or video recording, the nuncupative will
thus made becomes invalid.

Article 1139
A notarized will is one made by a testator through
a notary agency.

Article 1140
None of the following persons is eligible to act as a
witness to a will:

(1) a person with no or limited capacity for
performing civil juristic acts, or a person otherwise
incompetent to attest a will;

(2) a successor or a donee-by-will; or

(3) a person having an interest with a succes-
sor or a donee-by-will.

Article 1141

Reservation of a necessary portion of an estate
shall be made in a will for a successor who has nei-
ther the ability to work nor the source of income.

Article 1142

A testator may revoke or alter a will he has made.
Where a testator who, after making a will, acts in-
consistently with the content of his will, the perti-
nent part of the will is deemed to be revoked.
Where several wills have been made and their con-
tents are inconsistent, the will made last in time
shall prevail.

Article 1143

A will made by a person with no or limited capacity
for performing for civil juristic acts is void.

A will must manifest the genuine intention of the
testator, and a will made under fraud or duress is
void.

A forged will is void.

Where a will has been tampered with, the affected
part of the will is void.

Article 1144

Where a testate succession or a testamentary gift
is conditioned upon performance of an obligation,
the successor or donee-by-will shall perform the
obligation. Where a successor or donee-by-will fails
to perform such an obligation without just cause,
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the people’s court may, upon request by an intere-
sted person or a relevant organization, deprive him
of the right to inherit the portion of the estate to
which performance of the obligation is attached.

Chapter IV Disposition of Estates

Article 1145
Upon opening of a succession, the executor of the
will is the administrator of the

estate; where no executor is designated in the will,
the successors shall elect an administrator in a ti-
mely manner. Where the successors fail to do so,
all of the successors are co-administrators. Where
there is no successor or where all of the successors
disclaim inheritance, the civil affairs department or
the villagers’ committee in the place where the de-
cedent was domiciled at the time of his death shall
serve as the administrator.

Article 1146

Where a dispute arises over the determination of
an administrator, any interested person may re-
guest the people’s court to appoint an administra-
tor.

Article 1147
An estate administrator shall perform the following
duties:

(1) verifying and making an inventory of the
estate;

(2) reporting to the successors about the in-
ventory of the estate;

(3) taking necessary measures to prevent the
estate from being destructed, damaged, or lost;

(4) clearing the decedent’s claims and debts;
(5) partitioning the estate in accordance with
the will, or in accordance with law;

and

(6) performing any other act necessary for ma-

naging the estate.

Article 1148

An estate administrator shall perform his duties in
accordance with law, and shall bear civil liability if
any successor, donee-by-will, or creditor of the de-
cedent suffers damage caused by his intentional act
or gross negligence.

Article 1149
An estate administrator may receive remuneration
in accordance with law or based upon agreement.

Article 1150

Upon opening of the succession, a successor who has
knowledge of the death of the decedent shall notify
the other successors and the executor of the will in a
timely manner. Where none of the successors knows
about the death of the decedent or is able to make
the notification upon learning of the death of the de-
cedent, the organization to which the decedent was
employed at the time of his death, or the urban resi-
dents’ committee or the villagers’ committee in the
place where the decedent was domiciled at the time
of his death shall make the notification.

Article 1151

Anyone who has in his possession the property of
a decedent shall properly keep such property, and
no organization or individual may misappropriate
or contend for it.

Article 1152

Where, after a succession opens, a successor who has
not disclaimed inheritance dies before the estate is
partitioned, the share that he should have inherited
shall be inherited by his successors, unless otherwise
provided in the will.

Article 1153

When partitioning an estate, where community
property of husband and wife is involved, unless
otherwise agreed upon, half of the community pro-
perty shall be allocated first to the surviving spouse
as separate property, while the remaining property
shall be part of the decedent’s estate.

When partitioning an estate, where the decedent’s
estate is a portion of common property of the fa-
mily, the portion of the property belonging to the
other family members shall first be separated from
the decedent’s estate.

Article 1154

Under any of the following circumstances, the af-
fected portion of an estate shall be disposed of as
in an intestate succession:

(2) where a successor designated in a will or a
donee-by-will disclaims the inheritance or gift;
(2) where a testamentary successor is disinhe-

rited or a donee-by-will is disqualified as such;
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(3) where a testamentary successor predecea-
ses the testator, or a donee-by-will predeceases the
testator or is terminated prior to the decedent’s
death;

(4) where a part of a will affecting a portion of
the estate is invalidated; or
(5) where a portion of the estate is not dispo-

sed of by the will.

Article 1155

When partitioning an estate, a share shall be reserved
for a fetus. If the fetus is stillborn, the reserved share
shall be disposed of as in an intestate succession.

Article 1156

The partitioning of a decedent’s estate shall be
conducted in a way beneficial to production and
people’s livelihood, and without diminishing its ef-
ficacy.

If an estate is unsuitable for partitioning, it may be
disposed of by such means as appraisal, appropria-
te compensation, or coownership.

Article 1157

A surviving spouse who remarries is entitled to di-
sposing of the property he or she has inherited, free
from interference by any organization or individual.

Article 1158

A natural person may enter into an agreement on
testamentary gift for inter vivos support with an
organization or individual other than a successor.
Such organization or individual assumes, in accor-
dance with the agreement, a duty to support the
said person during his lifetime, and attends to his
interment after death, in return for the right to re-
ceive the testamentary gift under the agreement.

Article 1159

Upon partitioning an estate, the taxes and debts
payable or owed by the decedent in accordance with
law shall be paid out of the estate, provided that a
necessary portion of the estate is preserved for any
successor who has neither the ability to work nor
the source of income.

Article 1160

An estate with neither a successor nor a done-
e-by-will shall be escheated to the State for pu-
blic interest purposes. Where the decedent was a
member of a collective organization at the time of

his death, the estate shall be escheated to the col-
lective organization.

Article 1161

A successor shall pay the taxes and debts legally
payable or owed by the decedent to the extent
of the actual value of the portion of the estate he
inherits, unless the successor pays voluntarily in
excess of such limit.

A successor who disclaims inheritance assumes no
responsibility for the payment of taxes and debts
legally payable or owed by the decedent.

Article 1162

The execution of a testamentary gift shall not affect
the payment of taxes and debts legally payable or
owed by the donor-by-will.

Article 1163

Where intestate succession, testate succession,
and testamentary gift concurrently exist, the ta-
xes and debts legally payable or owed by the de-
cedent shall be paid by the intestate successor(s);
such taxes and debts in excess of the actual value
of the portion of the estate inherited by the inte-
state successor(s) shall be paid by the testamen-
tary successor(s) and donee(s)-by-will in propor-
tion to the shares of the estate each of them has
received.

Book Seven Tort Liability
Chapter I General Rules

Article 1164

This Book regulates the civil-law relations arising
from the infringement of the civil-law rights and
interests.

Article 1165

An actor who through his fault infringes upon
another person’s civil-law rights and interests shall
bear tort liability.

Where an actor is presumed to be at fault according
to the provisions of law and is unable to prove that
he is not at fault, the actor shall bear tort liability.

Article 1166
Where an actor harms the civil-law rights and in-
terests of another person, if the law provides that
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tort liability shall be borne by such an actor disre-
garding whether or not the actor is at fault, such
provisions shall be followed.

Article 1167

Where a tortious act endangers another person’s
personal or property safety, the infringed person
has the right to request the tortfeasor to bear tort
liability such as cessation of the infringement, re-
moval of the nuisance, or elimination of the danger.

Article 1168

Where two or more persons jointly commit a tor-
tious act causing damage to another person, they
shall bear joint and several liability.

Article 1169

A person who aids or abets an actor in the commis-
sion of a tortious act shall assume joint and several
liability with the actor.

A person who aids or abets an actor with no or limi-
ted capacity for performing performing civil juristic
acts in the commission of a tortious act shall assu-
me tort liability. The guardian of the actor with no
or limited capacity for performing civil juristic acts
shall assume corresponding liability where he fails
to fulfill the duties of a guardian.

Article 1170

Where two or more persons commit an act that
endangers another person’s personal or property
safety and the damage is caused only by one or
several of them, if the specific tortfeasor(s) can be
identified, the tortfeasor(s) shall bear liability, and
if the specific tortfeasor(s) cannot be identified, all
of the actors shall assume joint and several liability.

Article 1171

Where the tortious acts committed by two or more
persons respectively cause the same damage to
another person, and each act is sufficient to cause
the entire damage independently, the actors shall
assume joint and several liability.

Article 1172

Where the tortious acts committed by two or more
persons respectively cause the same damage to
another person, each of them shall bear the liabili-
ty in proportion to their respective share of fault if
it can be determined, or in equal share if it cannot
be determined.

Article 1173

Where an infringed person is also at fault for the
occurrence or aggravation of the same damage to
himself, the liability of the tortfeasor may be miti-
gated.

Article 1174
An actor shall not assume liability for any damage
intentionally caused by the victim.

Article 1175
Where a damage is caused by a third person, the
third person shall bear tort liability.

Article 1176

Where a person voluntarily participates in a re-
creational or sports activity with certain inherent
risks and thus suffers damage due to another par-
ticipant’s act, he may not request the other par-
ticipant to bear tort liability unless the damage is
caused by the latter’s intentional act or by his gross
negligence.

The liability of an organizer of the activity shall be
governed by the provisions of Articles 1198 throu-
gh 1201 of this Code.

Article 1177

Where a person’s lawful rights and interests are in-
fringed upon and he may suffer irreparable harm
if actions are not immediately taken because the
situation is urgent and no protection from the State
organ is immediately available, he may take reaso-
nable measures such as seizing the property of the
tortfeasor to the extent necessary for protecting his
lawful rights and interests, provided that he shall
immediately thereafter request the relevant State
organ to handle it.

A victim who has taken an improper measure so
that damage is caused to another person shall bear
tort liability.

Article 1178

Where this Code or other laws provide otherwise
on the circumstances under which an actor bears
no or mitigated liability, such provisions shall be
followed.

Chapter II Damages

Article 1179
Where a person suffers personal injury as a result of
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an infringement by another person, compensation
shall be made for medical expenses, nursing expen-
ses, transportation expenses, nutrition expenses,
food allowances for hospitalization, and other rea-
sonable expenses for treatment and rehabilitation,
as well as lost earnings due to missed work. Where
a person is disabled as a result of an infringement
by another person, compensation shall also inclu-
de the costs of auxiliary equipment and disability
compensation. Where a person dies as a result of
an infringement by another person, compensation
shall also include his funeral expenses and death
compensation.

Article 1180

Where the same tortious act causes multiple dea-
ths, the same amount of death compensation may
be applied to all of them.

Article 1181

Where an infringed person dies, his close relatives
have the right to request the tortfeasor to bear tort
liability. Where the infringed is an organization and
the organization is thereafter split into or merged
with other organization(s), the organization succe-
eding to the right thereof is entitled to request the
tortfeasor to bear tort liability.

Where an infringed person dies, the person who
has paid for his medical expenses, funeral expen-
ses, and other reasonable expenses has the right
to request the tortfeasor to compensate the expen-
ses, except for those expenses already paid by the
tortfeasor.

Article 1182

Where an infringement upon the personal rights and
interests of a person causes property damage the-
reto, compensation shall be made according to the
damage suffered by the infringed person or the inte-
rests gained by the tortfeasor. Where it is difficult to
determine the damage suffered by the infringed per-
son and the interests gained by the tortfeasor, and
where the infringed person and the tortfeasor can-
not agree on the amount of compensation and thus
bring a lawsuit with the people’s court, the people’s
court shall determine the amount of compensation
according to the actual situation.

Article 1183
Where an infringement upon the personal rights
and interests of a natural person causes serious

mental distress thereto, the infringed person has
the right to request compensation for pains and
suffering.

Where, owing to an actor’s intentional or grossly
negligent act, an object of personal significance of
a natural person is infringed upon, which causes se-
rious mental distress to the person, the infringed
person has the right to request compensation for
pains and suffering.

Article 1184

In case of an infringement upon another person’s
property, property damage shall be calculated ac-
cording to the market price at the time the damage
occurs or by other reasonable methods.

Article 1185

In case of an intentional infringement of another
person’s intellectual property rights, where the cir-
cumstances are serious, the infringed person has
the right to request for corresponding punitive da-
mages.

Article 1186

Where neither the victim nor the actor is at fault
for the occurrence of the damage, losses shall be
shared by both parties in accordance with the pro-
visions of law.

Article 1187

After damage has been caused, the parties may ne-
gotiate the method of payment of the compensa-
tion. Where they fail to reach an agreement, com-
pensation shall be paid in a lump sum, or may be
paid in installments where it is truly difficult for the
tortfeasor to make a lump-sum payment, provided
that the infringed person has the right to request
the tortfeasor to provide a corresponding bond.

Chapter I11
Special Provisions on Assumption of Liability

Article 1188

Where a person with no or limited capacity for per-
forming civil juristic acts causes damage to another
person, the guardian of the said person shall assu-
me tort liability. The guardian’s tort liability may be
mitigated if the guardian has fulfilled his duty of
guardianship.

Where a person, who has assets but has no or limi-

CPO & Partners (Shanghai) Co.,Ltd.
Yan ‘an middle road n.841, Jing ‘an District 200040, Shanghai - OOCL Plaza, Floor 26, Suite 2604, 2605
Tel: +86 021 63120097 — www.cpopartners.com — e-mail: shanghai@cpopartners.com



-

-

&partners

LEGAL&TAX ADVISORY

ted capacity for performing civil juristic acts, causes
damage to another person, compensation shall be
paid out of his own assets and any deficiency shall
be satisfied by the guardian.

Article 1189

Where a person with no or limited capacity for per-
forming civil juristic acts causes damage to another
person and his guardian has delegated the duty of
guardianship to someone else, the guardian shall
assume tort liability, and the delegated person who
is at fault shall assume corresponding liability.

Article 1190

Where a person with full capacity for performing
civil juristic acts is at fault for causing damage to
another person due to temporary loss of consciou-
sness or loss of control, he shall bear tort liability.
Where he is not at fault, he shall make appropriate
compensation to the victim according to his finan-
cial situation.

Where a person with full capacity for performing
civil juristic acts causes damage to another person
due to temporary loss of consciousness or loss of
control as a result of intoxication or abuse of narco-
tic or psychotropic drugs, he shall bear tort liability.

Article 1191

Where an employee causes damage to another
person in connection with the performance of his
work, his employer shall assume tort liability. The
employer may, after assuming the tort liability,
claim indemnification against the employee who
acts intentionally or with gross negligence.

Where, during the period of labor dispatch, a dispa-
tched employee causes damage to another person
in connection with the performance of his work,
the employer receiving the dispatched employee
shall assume tort liability. The employer dispa-
tching the employee who is at fault shall assume
corresponding liability.

Article 1192

Where, in a labor relationship formed between in-
dividuals, the party providing labor services causes
damage to another person in connection with the
labor services, the party receiving labor services
shall assume tort liability. The service-receiving
party may, after assuming the tort liability, claim
indemnification against the service-providing par-
ty who acts intentionally or with gross negligence.

Where the service-providing party suffers damage
in connection with the labor services, both parties
shall assume corresponding liabilities according to
their respective faults.

Where an act of a third person causes damage to
the service-providing party when such services are
provided, the service-providing party has the right
to request the third person to bear tort liability,
or to request the service-receiving party to make
compensation. The service-receiving party may,
after making the compensation, claim indemnifica-
tion against the third person.

Article 1193

Where a contractor causes damage to a third per-
son or to himself while completing the contracted
work, the ordering party shall not assume tort liabi-
lity, provided that the ordering party shall assume
corresponding liability where he is at fault in pla-
cing the order, making the instructions, or selecting
the contractor.

Article 1194

Network users and network service providers who,
through the network, infringes upon the civil-law
rights and interests of another person shall bear
tort liability, unless otherwise provided by law.

Article 1195

Where a network user commits a tortious act
through using the network service, the right holder
is entitled to notify the network service provider to
take such necessary measures as deletion, block,
or disconnection. The notice shall include the pre-
liminary evidence establishing the tort and the real
identity information of the right holder.

After receiving the notice, the network service pro-
vider shall timely forward the notice to the relevant
network user and take necessary measures based
on the preliminary evidence establishing the tort
and the type of service complained about. Where
it fails to take necessary measures in time, it shall
assume joint and several liability for the aggravated
part of the damage with the network user.

The right holder who causes damage to the network
user or network service provider due to erroneous
notification shall bear tort liability, unless otherwi-
se provided by law.

Article 1196
After receiving the forwarded notice, the network

CPO & Partners (Shanghai) Co.,Ltd.
Yan ‘an middle road n.841, Jing ‘an District 200040, Shanghai - OOCL Plaza, Floor 26, Suite 2604, 2605
Tel: +86 021 63120097 — www.cpopartners.com — e-mail: shanghai@cpopartners.com



-

-

&partners

LEGAL&TAX ADVISORY

user may submit a declaration of non-infringement
to the network service provider, which shall include
the preliminary evidence of non-infringement and
the real identity information of the network user.
After receiving the declaration, the network servi-
ce provider shall forward it to the right holder who
issued the notice, and inform him that he may file
a complaint to the relevant department or a law-
suit with the people’s court. The network service
provider shall timely terminate the measures taken
where, within a reasonable period of time after the
forwarded declaration reaches the right holder, it
fails to receive notice that the right holder has filed
a complaint or a lawsuit.

Article 1197

A network service provider who knows or should
have known that a network user has infringed upon
the civil-law rights and interests of another person
by using its network services but fails to take ne-
cessary measures, shall assume joint and several
liability with the network user.

Article 1198

The operators or managers of business or public
premises such as hotels, shopping malls, banks, bus
or train stations, airports, stadiums, and places of
entertainment, or the organizers of mass activities
shall bear tort liability where they fail to fulfill the
duty of maintaining safety and thus cause damage
to another person.

Where the damage to another person is caused by
a third person, the third person shall bear tort lia-
bility, and the operator, manager, or organizer who
fails to fulfill the duty of maintaining safety shall
assume the corresponding supplementary liabili-
ty. After assuming the supplementary liability, the
operator, manager, or organizer may claim indem-
nification against the third person.

Article 1199

Where a person with no capacity for performing ci-
vil juristic acts suffers personal injury while studying
or living in a kindergarten, school, or any other edu-
cational institution, the said kindergarten, school,
or educational institution shall assume tort liability;
provided that the kindergarten, school, or educa-
tional institution shall not assume tort liability if it
can prove that it has fulfilled its responsibilities in
education and management.

Article 1200

Where a person with limited capacity for perfor-
ming civil juristic acts suffers personal injury while
studying or living in a school or any other educatio-
nal institution, the school or educational institution
shall assume tort liability if it fails to fulfill its re-
sponsibilities in education and management.

Article 1201

Where a person with no or limited capacity for
performing civil juristic acts, while studying or li-
ving in a kindergarten, school, or any other educa-
tional institution, suffers personal injury caused by
a third person other than the kindergarten, scho-
ol, or the educational institution, the third per-
son shall bear tort liability, and the kindergarten,
school, or the educational institution shall assume
the corresponding supplementary liability if it fails
to fulfill its responsibilities in management. After
assuming the supplementary liability, the kinder-
garten, school, or the educational institution may
claim indemnification against the third person.

Chapter IV Product Liability

Article 1202
Where a defect of a product causes damage to another
person, the manufacturer shall bear tort liability.

Article 1203

Where a defect of a product causes damage to
another person, the infringed person may claim
compensation against the manufacturer or the sel-
ler of the product.

Where a defect is caused by the manufacturer, the
seller who has paid compensation has the right to
indemnification against the manufacturer. Where a
defect is caused by the fault of the seller, the manu-
facturer who has paid compensation has the right
to indemnification against the seller.

Article 1204

Where the damage is caused by a defect of a product
due to the fault of a third person, such as a transpor-
ter or a warehouser, the manufacturer or seller of the
product shall, after paying compensation, have the ri-
ght to indemnification against the third person.

Article 1205
Where a defect of a product endangers the perso-
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nal or property safety of another person, the infrin-
ged person has the right to request the manufactu-
rer or seller to bear tort liability, such as in forms
of cessation of the infringement, removal of the
nuisance, or elimination of the danger.

Article 1206

Where a defect of a product is discovered after
the product is put into circulation, the manufactu-
rer or seller shall take remedial measures such as
stopping sales, providing warnings, or recalling the
product in a timely manner. The manufacturer or
seller, who fails to take remedial measures in a ti-
mely manner or take ineffective measures so that
the damage is aggravated, shall be liable also for
the aggravated part of the damage.

Where a product is recalled in accordance with the
preceding paragraph, the manufacturer or seller
shall bear the necessary expenses incurred by the
infringed person.

Article 1207

Where a manufacturer or seller manufactures or
sells a product knowing that the product is defecti-
ve, or failing to take remedial measures in accor-
dance with the provisions of the preceding Article,
so that death or serious physical harm is caused to
another person, the infringed person has the right
to request for the corresponding punitive damages.

Chapter V
Liability for Motor Vehicle Accidents

Article 1208

Where a motor vehicle is involved in a traffic ac-
cident which causes damage, the liability for com-
pensation shall be assumed in accordance with the
relevant provisions of the laws on road traffic safety
and this Code.

Article 1209

Where the owner, manager, or user of a motor vehi-
cle are not the same person in leasing, borrowing,
or the other like situations, and a traffic accident
occurs and causes damage to another person, the
user of the motor vehicle shall bear the liability for
compensation where the liability is attributed to
the motor vehicle driver, and the owner or mana-
ger of the vehicle who is at fault shall assume the
corresponding liability for compensation.

Article 1210

Where a party has transferred and delivered a motor
vehicle by way of sale or other means but fails to file
for registration, the transferee of the motor vehicle
shall bear the liability for compensation if damage is
caused as a result of a traffic accident and the liabili-
ty is attributed to the motor vehicle driver.

Article 1211

Where a person uses his motor vehicle in asso-
ciation with an entity to engage in the business of
road transportation, if damage is caused as a result
of a traffic accident and the liability is attributed to
the motor vehicle driver, the person and the entity
shall assume joint and several liability for compen-
sation.

Article 1212

Where a person drives another person’s motor
vehicle without authorization, the user of the mo-
tor vehicle shall bear the liability for compensation
if damage is caused as a result of a traffic accident
and the liability is attributed to the motor vehicle
driver; the owner or manager of the motor vehi-
cle shall bear the liability for compensation if he
has fault which contributes to the damage, unless
otherwise provided in this Chapter.

Article 1213

Where damage is caused to another person as a
result of a traffic accident and the liability is attri-
buted to the motor vehicle driver, the insurer that
underwrites the compulsory motor vehicle insuran-
ce shall make compensation within the limit of the
insured liability. The deficiencies shall be paid by
the insurer that underwrites the commercial motor
vehicle insurance in accordance with the stipulations
of the insurance contract. Any remaining balance or
the part not covered by any commercial motor vehi-
cle insurance shall be paid by the tortfeasor.

Article 1214

Where damage is caused as a result of a traffic ac-
cident involving a motor vehicle that has been ille-
gally assembled or has reached the end-of-life stan-
dard which is transferred by way of sale or by other
means, the transferor and the transferee shall as-
sume joint and several liability.

Article 1215
Where damage is caused as a result of a traffic acci-
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dent involving a motor vehicle that has been stolen,
robbed, or snatched, the thief, robber, or snatcher
shall bear the liability for compensation. Where the
aforementioned motor vehicle is used by a person
other than the thief, robber, or snatcher and causes
damage in a traffic accident, if the liability is attri-
buted to the motor vehicle driver, the thief, robber,
or snatcher shall assume joint and several liability
with the user.

Where an insurer pays the expenses for rescue wi-
thin the limits of the compulsory insurance liability
for motor vehicles, it has the right to indemnifica-
tion against the person who is liable for the traffic
accident.

Article 1216

Where a driver of a motor vehicle hits and runs
after a traffic accident, if the motor vehicle is in-
sured by a compulsory insurance, compensation
shall be paid by the insurer within the limit of the
insured liability. Where the motor vehicle cannot
be located, is not covered by the compulsory insu-
rance, or the rescue expenses exceed the limit of
liability of the compulsory motor vehicle insurance,
and payment needs to be made against the rescue,
funeral, and other expenses incurred as a result of
the death or bodily injury of the infringed person,
such payment shall be paid from the Social Assi-
stance Fund for Road Traffic Accidents. After the
Social Assistance Fund for Road Traffic Accidents
makes the payment, its administrative agency has
the right to indemnification against the person who
is liable for the traffic accident.

Article 1217

Where a motor vehicle not engaged in operation
of business causes damage in a traffic accident to
a guest passenger who is on the ride for free, if the
liability is attributed to the motor vehicle driver, the
liability of the user of the motor vehicle for com-
pensation shall be mitigated unless he acts inten-
tionally or with gross negligence.

Chapter VI
Liability for Medical Malpractice

Article 1218

Where a patient suffers damage during diagnosis
and treatment, and the medical institution or its
medical staff is at fault, the medical institution shall

assume the liability for compensation.

Article 1219

The medical staff shall explain the medical con-
ditions and treatment measures to the patient in
diagnosis and treatment thereof. Where a surgery,
a special examination, or a special treatment is ne-
eded, the medical staff shall explain to the patient
the medical risks, alternative treatment plans, and
other information in a timely manner and obtain
his express consent. Where it is impossible or inap-
propriate to do so, the medical staff shall explain it
to the patient’s close relatives and get their express
consent.

Where the medical staff fail to fulfill the obligations
as provided in the preceding paragraph and thus
cause damage to the patient, the medical institu-
tion shall assume the liability for compensation.

Article 1220

Where consent of a patient or his close relatives
cannot be obtained in the case of rescuing a ter-
minally ill patient or in another emergency situa-
tion, upon the approval of the person in charge of
the medical institution or an authorized person in
charge, the corresponding medical measures may
be taken immediately.

Article 1221

Where the medical staff fail to fulfill the duty of
diagnosing and treating the patient up to the then
current appropriate medical level, and thus causes
damage to the patient, the medical institution shall
assume the liability for compensation.

Article 1222

A medical institution shall be presumed to be at
fault where damage is inflicted on a patient during
diagnosis and treatment under any of the following
circumstances:

(2) there is a violation of the provisions of
laws, administrative regulations, rules, or other re-
levant guidelines for diagnosis and treatment;

(2) the medical records are concealed or the
request for provision thereof is refused; or
(3) the medical records are lost, forged, tem-

pered with, or illegally destroyed.

Article 1223
Where damage is caused to a patient due to a de-

CPO & Partners (Shanghai) Co.,Ltd.
Yan ‘an middle road n.841, Jing ‘an District 200040, Shanghai - OOCL Plaza, Floor 26, Suite 2604, 2605
Tel: +86 021 63120097 — www.cpopartners.com — e-mail: shanghai@cpopartners.com



-

-

&partners

LEGAL&TAX ADVISORY

fect in a drug, disinfection product, or medical in-
strument, or due to the transfusion of substandard
blood, the patient may claim compensation against
the drug marketing license holder, or the manu-
facturer of the drug, or the blood supply institution,
or against the medical institution. Where the patient
claims compensation against a medical institution,
the medical institution shall, after paying compen-
sation, have the right to indemnification against the
responsible drug marketing license holder, or manu-
facturer of the drug, or the blood supplier.

Article 1224

Under any of the following circumstances, a medi-
cal institution shall not assume liability for compen-
sation for any damage caused to a patient during
diagnosis and treatment:

(1) the patient or his close relative does not
cooperate with the medical institution to go throu-
gh diagnosis and treatment which is in compliance
with the guidelines therefor;

(2) the medical staff have fulfilled their duty
of providing reasonable diagnosis and treatment in
an emergent situation, such as rescuing a terminal
patient; or

(3) it is difficult to diagnose and treat a patient
due to the restriction of the then current medical
level.

Under the circumstance specified in Subparagraph
(1) of the preceding paragraph, the medical institu-
tion or its medical staff shall assume corresponding
liability for compensation where they are also at
fault.

Article 1225

Medical institutions and their medical staff shall
properly enter and maintain medical records such
as hospitalization logs, medical orders, test reports,
surgical and anesthesia records, pathological data,
and nursing records in accordance with the regula-
tions.

Where a patient requests to examine or make co-
pies of their medical records as provided in the
preceding paragraph, the medical institution shall
provide the records in a timely manner.

Article 1226

Medical institutions and their medical staff shall
keep their patients’ private information and perso-
nal information confidential. Anyone who divulges

the private information or personal information of
a patient or discloses his medical records without
the patient’s consent shall bear tort liability.

Article 1227

Medical institutions and their medical staff shall
not conduct unnecessary examinations for their
patients in violation of the guidelines for diagnosis
and treatment.

Article 1228

The lawful rights and interests of a medical institu-
tion and its medical staff are protected by law.
Anyone, who interferes with the order of a medical
institution, obstructs the work or life of the medi-
cal staff, or infringes upon their lawful rights and
interests, shall bear liability in accordance with law.

Chapter VII
Liability for Environmental Pollution and Ecolo-
gical Damage

Article 1229

A tortfeasor who has polluted the environment or
harmed the ecological system and thus causes da-
mage to others shall bear tort liability.

Article 1230

Where any dispute arises from environmental pol-
lution or ecological damage, the actor shall bear
the burden to prove that he should not be liable or
that his liability could be mitigated as provided by
law, and that there is no causation between his act
and the damage.

Article 1231

Where environmental pollution or ecological dama-
ge is caused by two or more tortfeasors, the extent
of liability of each tortfeasor shall be determined
according to the factors such as the type, concen-
tration, and quantity of discharge of the pollutan-
ts, the way, scope, and degree of damage to the
ecological system, and the impact of the act on the
consequences of damage.

Article 1232

Where a tortfeasor intentionally pollutes the en-
vironment or harms the ecological system in vio-
lation of the provisions of law, resulting in serious
consequences, the infringed person has the right to
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request for the corresponding punitive damages.

Article 1233

Where environmental pollution or ecological da-
mage is caused owing to the fault of a third per-
son, the infringed person may claim compensation
against either the tortfeasor or the third person.
After making compensation, the tortfeasor has the
right to indemnification against the third person.

Article 1234

Where a tortfeasor causes damage to the ecolo-
gical environment in violation of the State regula-
tions and restoration is possible, the State authori-
zed agencies or the organizations authorized by law
have the right to request the tortfeasor to bear the
responsibility for restoration within a reasonable
period of time. Where the tortfeasor fails to restore
it within the time limit, the State authorized agen-
cies or the organizations authorized by law may ini-
tiate the restoration on its own or entrust it with
others, provided that any expenses thus incurred
shall be borne by the tortfeasor.

Article 1235

Where ecological damage is caused in violation of
the State regulations, the State authorized agencies
or the organizations authorized by law have the ri-
ght to request the tortfeasor to compensate the
following losses and expenses:

(1) losses caused by loss of service function
from the time the ecological environment is dama-
ged to the time the restoration is completed;

(2) losses caused by permanent damage to the
function of the ecological environment ;
(3) expenses for investigation, appraisal, and

assessment of the damage to the ecological envi-
ronment;

(4) expenses for cleaning-up the pollution and
restoring the ecological environment; and
(5) other reasonable expenses incurred to pre-

vent the occurrence or aggravation of the damage.

Chapter VIII

Liability for Ultra-hazardous Activities

Article 1236

A person who engages in ultra-hazardous opera-
tions and thus causes damage to another person
shall bear tort liability.

Article 1237

Where a nuclear accident occurs at a civil nuclear
facility or when nuclear materials are transported
into or out of a civil nuclear facility and damage is
thus caused to another person, the operator of the
facility shall bear tort liability. However, the opera-
tor shall not assume such liability if it can be pro-
ven that the damage is caused by a war, an armed
conflict, a riot, or under other like circumstances,
or the damage is intentionally caused by the victim.

Article 1238

Where a civil aircraft causes damage to another
person, the operator of the aircraft shall bear tort
liability, provided that the operator shall not assu-
me any liability if it can be proven that the damage
is intentionally caused by the victim.

Article 1239

Where the possession or use of flammable, explosi-
ve, highly toxic, highly radioactive, strongly corrosi-
ve, highly pathogenic, or other ultrahazardous thin-
gs causes damage to another person, the possessor
or user thereof shall bear tort liability, provided that
such a possessor or user shall not assume any liabi-
lity if it can be proven that the damage was intentio-
nally caused by the victim or caused by force majeu-
re. Where the infringed person is grossly negligent
for the occurrence of the damage, the liability of the
possessor or user may be mitigated.

Article 1240

Where damage is caused to another person by a
person engaging in work at a height, high voltage,
or underground excavation activities, or by using
high-speed rail transport vehicles, the operator
shall bear tort liability, provided that the operator
shall not assume any liability if it can be proven
that the damage was intentionally caused by the
victim or caused by force majeure. Where the in-
fringed person is grossly negligent for the occur-
rence of the damage, the liability of the operator
may be mitigated.

Article 1241

Where damage is caused to another person by an
ultra-hazardous thing that is lost or abandoned, the
owner shall bear tort liability. Where the owner has
delivered the ultra-hazardous thing to another per-
son for management, the manager shall bear tort
liability, provided that the owner shall assume joint
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and several liability with the manager where he is
at fault.

Article 1242

Where damage is caused to another person by an
ultra-hazardous thing that is illegally possessed, the
illegal possessor shall bear tort liability. The owner
or manager of the thing shall assume joint and se-
veral liability with the illegal possessor if he cannot
prove that he has fulfilled a high duty of care to pre-
vent the illegal possession.

Article 1243

Where a person, without authorization, enters into
an area where ultra-hazardous activities are con-
ducted or ultra-hazardous things are stored therein
and is thus injured, the liability of the manager of
the area may be mitigated or eliminated if it can be
proven that he has taken sufficient security measu-
res and fulfilled the duty of sufficient warning.

Article 1244

Where there is a provision of law providing for a li-
mit of compensation for liability incurred as a result
of an ultra-hazardous activity, such provision shall
be followed unless the damage is caused by the ac-
tor intentionally or with gross negligence.

Chapter IX
Liability for Damage Caused by Domesticated Ani-
mals

Article 1245

Where a domesticated animal causes damage to
another person, the keeper or custodian of the
animal shall bear tort liability, provided that his
liability may be mitigated or eliminated if it can be
proven that the damage is caused by the infringed
person intentionally or by gross negligence.

Article 1246

A keeper or custodian of an animal who, in viola-
tion of the rules of management, fails to take safety
measures on the animal and thus causes damage
to another person shall bear tort liability, provided
that his liability may be mitigated if it can be pro-
ven that the damage is intentionally caused by the
infringed person.

Article 1247

Where damage is caused to another person by a
dangerous animal that is prohibited from being
kept, such as a fierce dog, the keeper or custodian
of the animal shall bear tort liability.

Article 1248

Where an animal of a zoo causes damage to
another person, the zoo shall bear tort liability un-
less it can be proven that it has fulfilled its duties of
management.

Article 1249

Where an abandoned or escaped animal causes da-
mage to another person during the period of aban-
donment or escape, the original keeper or custo-
dian of the animal shall bear tort liability.

Article 1250

Where an animal causes damage to another person
due to a third person’s fault, the infringed person
may claim compensation against the keeper or cu-
stodian of the animal, or against the third person.
The keeper or custodian of the animal who has
paid compensation has the right to indemnification
against the third person.

Article 1251

Anyone who keeps an animal shall abide by laws
and regulations, respect social morality, and shall
not disturb the life of others.

Chapter X
Liability for Damage Caused by Buildings and
Objects

Article 1252

Where a building, structure, or another type of a
facility collapses or subsides and causes damage
to another person, the project owner and the con-
structor shall assume joint and several liability, un-
less they can prove that there is no quality defect.
Where the damage is due to the fault of another
responsible person, the project owner or construc-
tor who has made compensation has the right to
indemnification against the responsible person.
Where a building, structure, or another type of
facility collapses or subsides, and damage is thus
caused to another person due to the fault of the
owner, manager, user, or a third person, the owner,
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manager, user, or the third person shall bear tort
liability.

Article 1253

Where a building, structure, or another type of faci-
lity, or any object laid or hanged thereon, comes loo-
se or falls down and thus causes damage to another
person, the owner, manager, or user shall bear tort
liability if it cannot be proven that he is not at fault.
Where the damage is due to the fault of another re-
sponsible person, the owner, manager, or user who
has paid compensation has the right to indemnifica-
tion against the responsible person.

Article 1254

Throwing objects from within a building is prohibi-
ted. Where an object thrown from within a building
or falling off a building causes damage to another
person, the tortfeasor shall bear tort liability in ac-
cordance with law. Where it is difficult to identify
the specific tortfeasor upon investigation, any user
of the building who may have caused the damage
shall make compensation, unless he can prove that
he is not the tortfeasor. A user of the building who
has paid compensation has the right to indemnifi-
cation against the tortfeasor.

The manager of a building such as the property ma-
nagement service enterprise shall take necessary
security measures to prevent the occurrence of
the incident specified in the preceding paragraph.
Where no necessary security measures are taken,
it shall bear tort liability for failure to perform the
obligation of providing security measures in accor-
dance with law.

Where an incident as specified in the first para-
graph of this Article occurs, the relevant authori-
ties, such as the public security department, shall
timely conduct investigation in accordance with
law and identify the responsible person(s).

Article 1255

Where a stack of objects collapses, rolls down, or
slips down, and causes damage to another person,
the person who piles up the stack shall bear tort
liability if he cannot prove that he is not at fault.

Article 1256

Where damage is caused to another person due to
an object stacked, dumped, or left on public road
so that the road is obstructed, the actor shall bear
tort liability. The public road manager shall assume

the corresponding liability if he cannot prove that
he has fulfilled his duties such as the duty of cle-
an-up, protection, and warning.

Article 1257

Where a breaking or falling tree or a falling fruit
causes damage to another person, the owner or
manager of the tree shall bear tort liability where
he cannot prove that he is not at fault.

Article 1258

Where excavation of the ground or repair or instal-
lation of underground facilities is conducted in a
public place or on a public road, which causes da-
mage to another person, the constructor shall bear
tort liability if he cannot prove that he has posted
an obvious warning sign and taken safety measu-
res.

Where an underground facility, such as a utility ac-
cess pit, causes damage to another person, the ma-
nager shall bear tort liability if he cannot prove that
he has fulfilled his management responsibilities.

Supplementary Provisions

Article 1259
In the civil law, the terms “not less than”, “not more
than”, “within” and “expiration/expire on” include

the given figure; the terms “less than”, “more than”
and “beyond” do not include the given figure.

Article 1260

This Code shall come into force on January 1, 2021.
The Marriage Law of the People’s Republic of Chi-
na, the Succession Law of the People’s Republic of
China, the General Principles of Civil Law of the Pe-
ople’s Republic of China, the Adoption Law of the
People’s Republic of China, the Security Law of the
People’s Republic of China, the Contract Law of the
People’s Republic of China, the Real Right Law of
the People’s Republic of China, the Tort Liability
Law of the People’s Republic of China, and the Ge-
neral Provisions of Civil Law of the People’s Repu-
blic of China shall be repealed at the same time.
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