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Getting The Deal Through: Real Estate — China (2012)
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Wang Jihong, Gao Lichun, Zhu Yongehun, Xie ¥i, Shi Jie, Zhang Xiaofeng and Gao Lei

WET Law Firm

TRAMEFOR OF REAL ESTATE

1 Lesge spstam
Firre s I Fa ez npar junisd dian’e gl epeta T b en imeaiar?

China's legal system consesis of lows, regulatioes, mintaerial mles,
Il regulations and rules and international conversions fo which
China & a sipratory.

Ching i neither & commmon lw nor a ol low coenizy, bur s
Llfa.lla:rllnu ot L cinvdl Lavwe, Ol Pﬂl:u:n“]"ﬂ:iﬂ.l‘lflkﬂulm‘
and prevedenis do not cunstitui a sarce of low.

The {hinese lzgal system does nothave injunctions, and Chinese
conrts Wil st judipe coes based om equiry Lo Farol svidence meet-
ing the Iegal mquircments for cvidences cam be adeieted in court as
eifective evidenoe

Chinese conmract law does not prokibin ceel agresmesss, i@ pro
widen thar a comract can be am oral sgeeemens, excepl when the
written farm & mequired by laws ar regulacions o & agroed by che
parties. Further, f & & mandatory for a contracs eo be in weitng e
cne pany has performed i conteacy duties and this s acceped by
Ehe eeher party, an aral coméract i also deemied walsl.

1 Comvepancs documpsEston
WML %2 TE IERG FogulE FGTT 20 QL LI 1 P S e 22

Currendy the conveyance documents required o mainland China
inclide:

*  repmbration applicatens;

s doqumentation showing the identity of the applicant

»  perrificare of the properry tife: and

*  documentation showieg the rassfer of the title,

The nales are consistent among the different provinoes. Tile transier
exquires the payment of the regicration oo, which shall be collazed
Erizin the applicant. Hiowewer, of the applcation sball ke filed by hach
parties, then the registration cost shall be on the party who is going
oo b regstened s che owmer.

3  Freslpn Wvesors
Whal othar fasiars ehackd a lnrlgn irastor taka e secoard in
GO g BN FTABROTRS N N @ T LR e

Fureign imvesioes shonld consider China industry acoms policy and
macroeoonomic conirol policy when entering the Chiness markes.
Ching kahek indusries foe forstgn investsens o four cansgoeizs: the
meouragrd, the permitied, the nestricted amd the prohibitad. Fandgn
investors are oot allowed to imvest in the prohibited casegory, and
investment in the restricted caregory may be subject 1o restrictions
such a3 shasgholding, conperation methnds, sunimum regazered
capital and the lreel of povemment approval meguined, Meamwhile,
celevant povernmem agencies such & e Development and Reform
Commimss would sometimes empararily include cemein mdusivies

in the sonpe of macrno cantral (52, the conerol of the real estate indus-
iy in 2{K).

Femvigen irreesiurs are nit alkowed o speclaie in e real exiaie
indusiry. Purchase of propeny by foceign investors can only be made
fer the purpose of resdence, privane ese or real exare development
aral egusratinn, l:'J.lrrl.'rr||:¢'I |,|-|||:r liranches and rEpreaRt e erffiors
ol fureign entities can porchass propery Iocabed in the place of cheir
megisration for office use, and only foreigners tha have worked or
lwed in Chisa for over & year can parchase cae unit of peopery fo
residence,

4  Czchangs corfm
1l ear-ins REnL IS i & Eropaits it yeur juisdelon. ase here
anchargia conia| mscex? Whe! szcf epatkistizn ol cazisl?

Ching exercises control on foeddgn exchange. Seace the real sorae
indmtry is under China’ macronconemic comtral, feecigm entitics”
imvestment i China'’s real estate industry especially & under very
wrra foreign exchange concrel. Only qualfied foreign investors are
allwed v pemit funds s Ching far the purpese of real estae pus
chasr, Befere remittance, loreign entizies shall xpply 1o 2 desigraied
bank wxh the required dooomenes for review of the authenticity of
the purchase of propemy. Only after the bank kas confirmed the
authensicity of the panchas: can it allow the forcign exchange o p
irin the BMB account of the real estaie developmens commany, The
micney obtained by the foreign encivies” branches and represenmacive
affices = Ching and faregn mdivadeak: fenm cransdersng thelr peop-
enly can b transftrred ot of Chima aftr ceviewr aml confirmation
by focripn exchange agencies.

Por invesors, ransfeering profit oo of Chine shall alen be subs
et I'u;m;gu et ciztibenl aml ﬂ:r will bave EI’T]'.TH'IM
desgmaned by the foreign exchange sgency 1o do che wansfer,

B legal llshliby
“pitaat typas of Rabl Ry dods an cwrees of sl etk lisos? b Ussse
A mizncwnd af viried isd iy sns canctrem b Lehi By e eusesouant
ATEET WML & bodr 104 Bakd y®

The mamn type of Babikcy that the property owner Baces i tort liakil
ity. For example, if objects from a building fall, causing damages
iy another parry, then the owner shall be lable o i falls pe prove
na fault on = side, Having compensated the damapged party, the
propecty owner is entithed o claim commpensation from other respon-
wble partes. Chinese law provides eight ways for the liable pamy oo
ashuiee terl likaling The doctrne of presaspiiog = ajjled, and if
the awmer can proee there is no fadt eo its gide, it shall o be liable
i cesbomeers: for accidents cansed by coniraciors. Momally, there
cannir Bbe lishiling o socoswsors.

With rgganls g0 the erironment, Chisa i mferdng a palluton
dschange permit syseem, and polkaters are requined o meport and pay
discharge fzes. Sericr standards om liabilities are sripolared i different
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mvicommenial standards, sich as on nodse and wasie, The propery
wwners shall chey the rlevan standamls and rales,

&  Prctaction agaiest Bnsiity
Harw GBI STy peasst THeTie ey o Lblip pro whak e of
Irearanss can ey asiaing

The main way for the propemy owner to disperse civil Rabilicy is
o purchase third parcy labiley irsurancs as well as ervironmental
insgrancy, Whils third party liabilsy insarancy and ervironmencal
liakility msuramer are available to owners, purchasing insecance is
not mansdaiory for oemens @ the Chiness insecance market,

T Chales ol law

Hird b T8 AR L OF O TERSATTON TRDRING pRopeeTes in

T juiediotiore shoesrt Whon aoe Te oondiet of Lee rukss, inoplre

Jimisdsiont
Aocording oo Chiness law, parties o the foreign relarsd ooserscts
may select poveming law s they agree. I no specific law & chosen,
rhen the lawew of the residing place of the pany whose performance of
ity duties can best reveal the characen=ics of the conerc shall apply,
Thix means that the poveming law iz not Emited o ihe b of che
FRL, Howeeer, meganding real extate, Chinese law ey stipulaie
Elort Iji:‘!.lh:l in H'li:l:rl:u:lrdﬂ.llh:l.uhj:l.‘l hrlﬁ.l:l.'r-lrl:ﬂ:l:]'hn:l:
wheze the seal entane s lgared

The man conflicn of lews niles aee inchaded in the Liw of ghe
Penples Hepublic of China on Applicaton of Law o Foestgn-relaed
Civil Belariors, shich came inoo effocr on 1 Aprd 3001, Odher chan
chis, there are relevant rules in the Conmac Law of the Peoples
Republic of China and the Geseral Frinciples of Civil Law of the
Frople's Repoblic of China,

4 Jushadlotlen
VR iV (e B T ET | TR e faa
AT WA (34 P T Do W T B 5 Y D
DIoOeecT Wingt B ipaiined for ot of [urkaatar derd T bliat ¢ part
B EAEER W b DARIERAL N R 1 e 1R ms L
R it

Thez conr of the place where the real 2sare s bocaeed has junsdcnon
iover peall estate conflicts. Subject to che subject-mamer jorisdicton
ared level of mradiction, the parties can slect in writing any of the
felloraring ax the presiding court for real esate contract dispuie the
cours of the place wheee the defmmdant or the plainiiff is Incaed, the
wzurt ol the plyce where the comersct is ceeziied or perdoemed or the
murl:‘&:phu-h:ﬁrr:-l“ilﬂ:ﬂn].

The plainifl sus be pined to peoceed with the s I e
platnlf faik o appear at the cour hearng, tie sor wil be deemed
i withdrewn. Judgment cen be made withow the preience of the
defendant in e coun hearing.

Linigarion documennation can be served via post, public sonoe or
diplomanc channels o parces ooside China.

Accordng o relevant mecrmational coreeniions China has
signed, foreigners nocmally engoy che same creatment as Chiness
citizens and foreign enoerpries” bagal avl rights e ako protecnes
by Chiness byag thenclor, & pany docs nut need 1 be qualified s
iz busines i Uhina b enbimee re=nlise

T ewpsEmen] arcfiss
RN | MR 5T ETARUIT RN BRI TAk N i faresieiinn?
Wmich mriftiss are nat recuies i ey e Tt ireraactions Tul pas
Frzugh Tem | paas-Hhrvagh ertted ard wihak o titea e inld
shimurs cwmEm rom i

Irvestment entities can take legal forms such as an equity jome ven-
bare, capiial joint vertare, wholly fereign-mrened enserprse (EFOE],

R
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foreign imreested siuck compasy and limibed pacinership, Farinernships
are encnjiied from paysg entempse income lax, bul shall pay max
o all their rarsacrions. The limiked Labding corpeny form can bes
proeect ms sharcholders agamst labdiges,

A0 Farelpn ‘ressicee
ERR ol ! pnefies S lons | R Suatorme i LR (1
i o

Uknder Chinear law, fursgn investons usealy mvest in China i ons

wof fislir ways:

* WOFE - che encerprise is & Chinese lagal person while sharsheld-
re are foreigners and not Chinese starchokders, A WOTE can
ﬁ,hlllmﬁﬂluhﬂ?mﬁ

*  equay pent venues [E|V) - the enteprae @ oa (hinese legal
person, while sharehobfers are Chines: shareholders and foceign
starebolders, and the onmber of shares beld by Chinese and
ﬁldpﬁﬁh;hhﬂhwhmﬁ*ﬁdrnﬁl
coerbnmion, An E]V can caly be a lenied kabdiny company;

»  gorerectual joing venore (G - this can be o begal person or
2 mon-legal person, and dividends and lomes ace shared by the
hﬁlﬁhmﬁqhml‘:rﬂ]

*  forege-avened joie sock compary - by law, ball of e pro-
mioters of chis kind of enterprise mus haee residence in China.

Freregn vt muost chonas B form of enfiy aondng o ther
[uismes judgrent. Pew foreign mvesnom chooss a GV ai e ewe-
ment velticlk becamse of lmired laws and regoliticas governing, chis
field that mean that foreign invesiors cannos get enouph profection,

11 Drgenaatiznal forma i
‘sl mrn e arpmrerteral lzema R b crant rp iho aboves mreidae?
Wl neginaTera doum voar e indidian impoe on o fonags el T
PO Uy W el fueol 10 8 FONOR IRl | Tl L B iy
PAsTial 81 TRl 7 #riiy, And WEKh T B eed atesTIApesET

Foreign investors may form ennoes such as E[Ve, CIVs, WFOEs,
forrign-imresied juint wock companies amd foorign-imeesed conerae-
Eezil bz frrisei

An E[V can only be a bmired Bebdity company, while a CJV
can be a Chinese legal person or & non-Chmese persony o a CJV
chooirs to he w Chinese lepal persn, i mezet operaic inthe formof a
lirnized lkabiliey company & foeeign mvsimen company & deigned
o diecdy engage n mvwsonent, and it most be o limiced ahilicy
compang & serur investmens company can cither be a non-legal
prreen aepanatien or 3 limined lab#iy company.

A memtional in questen 9, & panncrdhip does aot nosd pa pay
enterprise inoome waes. Flowever, o parmership has oo pay moes fior
deals thai 7 Bandles. From the s pont of wiee, o parmeshop is the
mns fivourahble form of organistion e a fomign irecsor,

12 Docamseréabon
i cuwlzmary in g pariaciction Lo eomite 8 form o ronebinding
Aprersend Bekais W peanyier ol @ B ey coniret of s et W
THE a0, A0 PRI BTIORCE & M D g AT 6

il Hhen czerin fhain 12 B o i rer i
ekt kil cuslzran in v jaredidion o nopiotels and agiee an
Ty AR Bl e DNaiy d LET o SIS AT Hy B S vy B ke e

gy o ths rearket whily Toe nagaietion of & Lentac B argeing?

Fedore sgning & prchae comract, (hina ussd o have a cosom of
signimg 2 Ieiter of mient, However, Chinese course dio not enforoe non-
binﬁn;mﬂ.um“mnﬂ:lidpnﬂmﬂuuliﬁq:l
iwakdiny of ths kisd of agresment upon ohe paeys motios. With
the development of the Chinese market sconomy, itis more and moee
impactant to by oot detadled obligations and rights in agreements,

A properly = IJIIJIJI:{ takes ol the matke: during
b niegriation,

B3
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A4 Goebraeh of e
Whadl, @re Lyzicel prosiaions in e conlract of asle?

Typical purchase conizaes twms are property conditions, propecty
prics, pavment, debesry and regiwration. Down pavment shall noe
evpeed 10 per gont of the comgract price, and normally the down
]urmrrﬂilndh:ld in iz A beyer may cxameine the ditls cer-
tH':ll:uFH:FllFrlj'crH'En:EiﬂnﬁlmﬁH.wﬂlH: loval prup-
efly lrinsdcisn setborily in lzarn whether it is l!:lmd tlle 15 the
peopesty, A seller does aot pay For the exg incureed derisg the
exarmmation. Lsudlly & seller prosvides warramy segardisg & good
eitle b the propenty and the validiny of the sellisg. Taxes are paid
aconsding o the biw, and dhe dare of dossg is used m divde oodines
fzza Blsdes of boas shift o the buyer sher dosing enlew the contren
renvides othe ratse.

14 Ervironrisals clear-ua
Whn tnhae o m L =l canrupT m
o e reparsing ong - ierm asdrsnmarral Behd By mnd rdimmnisy thae
pervivE T e o! B caries camman T What sre fypics genam|
covananta? What reredian do 15 ol sroand fuyer b 120 brasch?

A party thar causes environmental contaminaton is liable for the
esvesnnmental dean-up under Clonese enviconmental law; the party
® alsa Hable under Chinese coet law e, 2 pary who copses myzon-
mental mentamination theough s use of 2 property will not only be
Fahle for the ervironmental clean-up, but alsa for terts, Torsious
Eabelity trcluckes comabion, caechusion of hisl amul I

oy dlamages).

Curfent property rll.l'l.‘l'l.nr comkract do not e o prEvEinn
abent the wellers |.|.ﬂ||||:r |'|:|lr||'uq_ s and p‘lll.l:llll.l] srwincmesial
conlasnaton ciued dering the ime when the sdler uses the peop-
oty Instead, the conrracy sequees that the sdler ms be liable for
cxisting cosramastion ind mus wierant thar teees & no long-tesm
and porenns] connmdnron. The seller will be lable for breach of
comzact 1 this s a fake sapmenm.

14 Lesss corsnants ard repressn Latian
Wra v twsicsl meproanntiare maska b anlere of Eropecty mgarding
eEEing EREEn? Whar BrnhTESA CTAERSTR TS oy ea e !
Pty sanoasning maesm Eetwean catimci dete and ©ooaing oeteT
[z thary coyer 2ezapmps ap-samanty mnd da e sorvivs o B
propecty s w i completed T A exloppel ceriSioate from loraniu

cusfamarly reqoined ex @ corailion bz Uee obllgelon of the by @
oo anrher @ conbad of salu?

The seller shoubd make a deizded statement about leasing showing
whether there iz a leass, anid i there &, inkrmabon aboud imandy,
rent, brukerags: arul ]'l;rfl,rr-l'rl.'l;l,rf lanidlarly duty of pepuair,

Tha: seller will take e buyers mjuirements mibo acaind when
maks an agrecmens uf |:lu'||,l;. Feer sxample, wighout tie buper'’s
agpeemesd, the sellis cannog fenew & e sgrasien], cannod sl uj
a et aml cannct sign another [sse agremen.

A Lindleed mis ifeem the tenaan in eeasonable s belane
sellisg the propenn;, and dhe tenam has & peioiry fght 1o peschiss
ehe: property nader the dame condien. The wiansiern of owmneshg of
the property doss not e an existing lease.

18 Lessss and matgages
I n e garsaon By ouscroineds bno mergaga et in i
preacinione of tha v Whst ace tha g comusjoences. of 8 loass

bl 7 mups o b ooty bo e morgaga upas foeckoours P Do srdan
a g

PR By L LT

Uhually, when a leas is made grior to g morgsge on the same prop-
erty, the rube that title tranafer does not erminaie the lesse applies
andd the momgage i= suboednase 1o the lease. H a morgage & made

oM 20116110

prior oo a lease, the role that ttle cansber does notserminam the lease
does not apphs, and the lease is subsrdinaie o the mocigage.

A non-disurbance agreement may b held imvalid due b vicla-
ton of b

AT Ralesry of sadarty dapiaine
WE g A58 L L5 e O R OF e iy SR R &
BB e S wetie COpRTE Lnedat o i 8 eaiel
B HETHE By Tof BRI o POTT RN T

Chiness low doss nan provide explicit and speaific regulatons on
secuily Sepodis i lved s propemy ot
O the Clingss madnlind, a lene wusly sipulies a deposs
prowison and the cowom of sdustieg resis is 18 peactce. A [Eia
shoedd pay remis acccedingle A wepplementary agreement may he
carerid meo when there s no specific ime for making pavments.
Where o sapplementary agreement canned e reached, the renes
shoald e padd:
* upon expiration of the lease when che senancy is less chan one
ear, or
= annually, when the tenancy & over one peac When the rest of
sach tenancy is less than cne vear, the rents shoold b paid epan
pxpiraton of the lease,

A/ [Ciis Al geiae
Wl Ul Syl retlvad of S0 saaschs dned ane By coromarcy T
Haw arvd T whl e iy @0 4N 2eoles] 1S err e ves oga ral
Bl VT e waad jurbalbaTian oo e WLy 3t o remaled
LT R

Merkeda af dus I].IIFIIIII’H'JIHL: iy & title cesnl and
propeny, and checking with the relevam goviensess sotberilie.
Regarding a bad title, 2 buyer may sdd eravsacnional peerequisines
i cormiponding terms of beeaching, s well ss g digpuie resolunon
mechinism |ussally arbrration), o peatect the buyee’s eights and
iniereins. A peocoded docosent mually has prioeiny over other dooo:
menis, ahhoogh the pricrey is dezrmined by the chasscrenstios of
the reconded docurmesis and the relesan kows and regulatons.

49 Struclucal ard eiviroamesbal rev ews
=i cowd i Ariar i mn rarisl
‘Erel ora lhs typiza e remET ! nuch reviesa? & 4 asdomeny
Az el Lo AT & Ervirgnsrerisd muratoe
el lalz 67 B @ cumlemary io oslan s soning regat or kplal oginias?

For the cransfer of real estase thas has been in use afser mecomsful
completion al inspection procedures, the buper nomally wil mot
AMANEG 40 CNEINSSrng of an mmﬂ'rnmln'lm'l:n. :l.nl] will check
relevant quality and env nital < s ir

Feer thr trasafer o a2 real extabs poupE under oomsiraction, il is
CmiEEry B ASTAEE XN eRgmerring amil an mvirsmmental ceviews
The IH.I:H.T wnruldl :||.'|.|u.i1|:rJ'l::¢|:|]|:r It frrovvace levan |.|u:||i|:r and
envirnmenlal docosmenis, while on the other side, the bayer weould
enpage spaclised imtivutions po cvaluae the guality, envirmment,
sty amd other cnssponsaes of the projec.

Ir b w0 cumomary o peechase insuriece in el S o
actions, bt It & cesremaey dusing the coasroction of real enape
POCECES.

Cureendy, Ching does not enforc: mandamory snvironmental
insorance, and environmental insurance is moc iouched opon in the
course of real ssnee manseotons.

It is customary o China oo obmain a 2oning report or legal opine
im0 real swaie iransaciions,
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A7 PFrossotlon ol sellaieesl
BT P T WS T 1 [onon I B0 el T T e
pransmizr o e progertye?

Umder FEC law, collateral cights includes morgages, pledges amd
Eens, When a properly 3 marigaged, @ resaimd under Bhe posics-
sion of the mongagor, and the kender hias no right W posuss the
morgaged property. Whene any action of @ monigagor camses a sulf-
ficemt rechection = valees of e mangaped propeny, the merigagrs
o thie sight 1o demand che mosgaper to cease such actions. Where
the value of the morigaged property has been peduced, the momgagee
Bas che righe 10 demand the mocipsgor o recover e value of de
marigapged property, or do presvide 2 saoardy eqiual g the reduciims
valuz. Where the mongager eeither secovers the valie noe movides
any securey, the momzages has the nght o demand the sy repay-
meni of debty by the chlipoe

Whete mongapsd property s setoad by a peaple’s toun due s
the: deboor's failere 1o perform his ar her obligation ar the expiraton

of the serm dor such pericemance, the mormgages shall, from she dame
of seicere, be engatled 1o ghe Iructus raturales separatcy drom e
marmgiged propery, wvwellas the frucns civibs, inchading sents thar
may be obrained by the moetgagor from che mortgaged propermy.

I8 RAmzcumne
My 3 ety paraicks T =a ¢l o tha sanais of
Ibg zzrrowet? b recoame bezicaly imfad iz the coliafera anc dzoe
1R b e 1 @ Saskiupios TRaE by Do fo sl
i3 puara Tiaey Tiies oo priorg aon pe hanaropiny S ing. s of
ke merigagad k-] EFCLr ik
ra Lt propn ty or awoenet ip infuneds in U Borrosan T

Secutity can be divided inne v types: securey prosided by 3 thind
parcy and securiy on specific properry of the deboor. The former &

securnity wx on the property bellonging to 2 third party %o secure e
drkl. lhll.:rl}u.l.imlln::l reoimra: w providad Bo all asess of
the Bareower, The biner & a0 debit sevured on a speaific propemny, A
ez aamems o w borrower coeld be waed o woure the debr i thi lender
ang the borrower meach agreemest in she seuciy documenty, The
serinmss s bmided b onlateral eatber than all ases of e debece
the: comext of pledge and lien.

REecourm is limited 1o the collneral melf or io compensasion if tue
collateral is Test ar destrovnld, The rghs on the collagsral shall lapae
epon the exercie of the reonose right, without eegind to whether o
ot the debe i sufficiendy paid off. ¥ the borower becomes msolvent
or muters inoo a bemkroptcy procedum, the morigagee can eoerisg s
1'i,l;|1l'||r pre-cmrticn i e sojuid

29 Cash maragsmenl epeicms

[P hps 0 rESUEnS % SALN MATGSTENT! myniem aed d erder
ypienl F ln ke renproea T

Some lemders may mequire the setiing op of an escrow accowni o
rErcution of an escrow agreement oo supervise she cash Aow of the
Barrripay,

J0 CredB snharsemsnts
W O e SR ERANCANTENRL 48 CERrEnT Wi sk
darrm = gusrsmoa 7
I pracmice, hank guaraniees, paararcess and sacority inseresis. ace
emphoyed b0 enbance covdi m mainkend Chima. Amaong chese, bank
gmaramees amn wsed commonly and include advascr paymmt gear
amieen, perd £ guar and [ . Thain:
thrpre Eiluhl:l,p.l.h-ﬂ.::l. iy b used Iieihes or -.'p:ul.dy o
project, and a perfnmance guarniee s e in a1 Cases 10 secue
he pErSOETTLANGE Of PEFITISIL

oM 20116110

Al Leas poavesiis
‘hrl corenants e comyman s reuired Iy e e i been
dzparranis? Whil is Uh 4 flererce da pe ke i o0 sse) clrses?

n:hih'mlﬂyplpnnﬁhﬁr“mtlﬂ:mlmid:ﬂw
ludin, iniered, rpn.'iﬁl: tirre: wchedule of the Al nfmiu:i-pﬂhd
imerest, bablity for heesch of enserac (includng, bur sot besived ps,
penalryl, seconiny wnd dispoess, eic.

32 Finarclal eovarants
W ere Yplol lnaee el covenanis reguiresd =y ordes?

Unmally, except S alferisg srourity order ghe enders regirerent,
thers i no law ar el ation shipulating B mmjuiminenss ol Enancial
Civeridsls,

33 Hankmapizyp
Eria'ly denaize tha bankropioy svesm npour uried ciion

The soacept of Evoluntary bankrupesy exiss m China, Either the
debior or its creditors may inttiase she banknapicy proced une when:
#  the dedbor is nit lbl:lilw':plh:&bh:lﬂr_f'lﬂ:m:duq
# I]t'ﬂh:llfj"ﬂ:l.l:!l:h.ilfd‘:l]d‘ﬂ:l:rl:hn.l]mlﬂl:ll:l‘ﬂicl
»  ahe debunr is ebviowsly unahle e pay up the defis.

The debria’s l.lth.-:l.llllt:lh.'rl'ml.l.lhlrrﬂ'f.l:l"r du.'iru_'l}:h.rlh—
ruptcy peooadure. Giaierally, the sseoved ceedinees sight 1o collareral
weil ot be affecsed by bankeupicy snce the secured erediter has
prioriy entithment oo be repaid in the banknepioy prooedure.

Although a denailed procedure of valuacion is nor formolared
wirkin the Chincse kegal spsom, the valnation procoeding = teoadly
sdopied m Chna

The lencher Bas the right 1o collecs renis  logal conidizsions ace met
dunng the hankrupicy joaonders,

34 Fecursd amsxis
Wil e T A NETENE o SN ton and pertactiat of 4 BECurity
ripresd i el propaty aote T e s conbiod agreaTerTt
y 0 pariect rinrend gred, P e, whor & regorsd 7

There are theoe fypes of security infecest in non-eeal property
wmicte morgages, phedipes and biers, The merigape = creassd and
pn-fn.hdnlﬂ:liln:whﬂir Bafge cinirace i danr.
Hiwevet, the iivoelgages s sl protectal agaime & ihisd pany with
oo faith of the meeigags & not segineesd. Fledpss on movzaliles
perfeor wpon delivery, while pladges ca rghrs perfect upon che
delivery of the ceruficares of such righes, or wpon regismnanon if
there are no such cerodicares. Liers perfect when the debeor fails
o par a debt that becomes due and the kender possesses che debt-
o'y moveables lepcimaiely, Excops for liens, secursy msenest on
non-real property asscis shall be creassid and perfecind by writien
agrocments.

a5 Single surpows antty [SPE)
M leie e el re thovs sach Earrower b wn SPET Wi aee tha
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1 iwin? senteies
Seumd P n Sesl@tere 9 Comrasharn weer bz a fand eeriun: ath
oo’ comtamciar o Smdgin, Buid snd ba paid fer thair werkT Ooex the
v reuire that he local confracior confrol the jaint wenture?

M,

A foreym conbracior may sk oo oD joint vemune merpries
with Chines kocal panmers,or wholly owned subsidiaries (ie, "whally
foceign-owned encerprises” (WECHE] | under Chiness law. It is worth
niting, Boswever, tharra WHOE & moee Emired inothe sonpe of s hosic
ness activitien compannd with joise vetteres wil local furners As
 comeractnr mmst hield relevans gqealifications i carry cut busines:
under Chiness law and the application for acknowledgmens of such
qualificatione is nally tme-comsuming and diffioult, to sawe time, it
is advwisahle for a foeeign comractor to acquire an squiy inszrest ina
jnin venpore wigh Chinese comracooes with raqoered qualificerions,
ritbasr thas Bo et upr 4 new subsdissy i Chin.

Chinese law dies nist reguire that the Chine comeraciur pwes a
roniroling equey infoeest in the jome venmure with forvign contras-
tacs, although the Chimese partmer must own at legar 25 per cent
equity inpezest in the concemed jois venmure,

A foeelgn designery, they can enne end comducr busines in
China directly in addition we dosg 2 in the feems of jein vestunes
and WFDEs dependrg oo specihic despn ks, Forcign desprens
can underiake constroction scheme desiprs directhy, but For prelimi-
nary design and consructon drwing design, they need o cnoperae
wich domesnc designers with celevant qualficanons. In pracice, it
is very difficubr for a WFOE po abealn qualificstions o {kns, and
weenndngly it o advisable for & foragn dsigres 1o oem & oli-
tien with kel desipren wherchy the partners will jointly underake
progecss and bear joint and several liabiliy,

2 Fudabgs pirsi R of The bl maikel
o e s ET 34 o0 Sk s IS0 W Rel JpAn SpAa i
Iz parus e il mereel shal ase Us by consera thay atould
corakdar Balom ey look wach o dep?

A forstgn comraczor or destgnes rrnlg.' want 1 ek the following

Easlirs, mrmnty oty ik l:rr'::rﬂl.rh\.lq:: Jewczal

I.I-F['n in China;
the suitable begal wehicle for = Chana office, that is, WHEDE, Sinp-
foreign eguicy joint venmure (E[Y, Sino-foregn ocooperatve joim
venrere [G[WL pepresennanve office, e

#  the location of che office @ respecy of conosres: eelaning oo 1,
bncal Furcign ineestment polics, hminess cevimnment, o

#  Chines: mx biw and local policies;

& Chinese regulaiory proceduores foo settng up che China offics and
estimated omeline:

*  Chinese foreign exchasge law,

o Chimese cusimms lee; and

#  Chiness bour |p.1ln} ax wrdl as iy ra b law in regpec] af
foreign managers and rmplomers,

5 Uoemlrg procedaies
ol s . Pooroin g S g vl 2 ninidd b Esirsedl oeal s Lo AT
i, I i, Wit i L9 oo fseopafu b saocel iy withael a bosreT?

[ & foreign desigrer or coneractor sets upa bocal sabsidiary in China,
the wabsidiary mest obtam the relevant gualifications and permis
before it engages in thie concemed busines. Failere vo obaain such
qualificanons or permits may resubt o the comcracion or design
ronract being deemed woid under Chiness law; an administrairee
penalty agamst the local subsdiary; and; in the most sericus cases,
the busmiss Beemce of the subssdiany may be revoked.

[f foreign-invested comstnuction COmMpPAnies ST MU0 OO
beyond thewr qualification or Boence, fines may be mmposed of
between L per cont and 4 per cent of che project’s contract price.
They may also be ordered 1o cease operatons for rectificarion. In
the evens of ing ciroumstances, their qualification cerificaie
may be revnknd and tlegal proceeds may be ronfiscated.

hﬂnnﬂﬁdmmmmmwwmrrmmnm
istrative pamahies incleding fine, an ardarin cease operations for rec
tfication, degrading and, in sgpravacng droomstanoes, revocation of
their qualificacon certificate and confiscaton of illsgal procesde.

[f [orzign designers deectly engage in constnuction scheme design
busniss or coaperae with qualifted Chinewe designers to underake
prelminary desgn and construction drawing design bosiness, neier
the desigmer nor its 2mployed designers are raguired to haee Chinese
qualifications

Forwever, please note thar if foceign designers bad for construe-
ton scheme design basines, they should be members recommended
by thie industry associations of cheir Incaliy or country. The st
of recommended designers provided by the indusry associations oo
organisations: should be confemed by the projes cwners.

[f foreign designers cooperane with domestic qualified desgnen
to jonely wmadertalos constroction prelminary design or constnicoen
drawmg design, such foreign designers shall provade docoments mich
a2t a design permit or heence isswsd by the competent autharity of
their ovonenies or by chew indesirial organsacions or asociatons.

4 Leshawr reqabansnts
Ry TR B LIWE P Lling 8 MEnaTin ATEn o ool WSnir is e
werpiayed on @ peiculer conetrciion poject®

B Chiness liws FEuinG 4 senimum amogand f Bl labuur o be
unpl-u:rnl [ pn'h.'ﬂ:.r corsbuchion prigect, Howerer, a rerlEn
iRt mus conskier how many 'Furl;u;urr: will B alliwed 1
bz it hma fur a ]'nrﬁ.:uhr et

% Lecwl mkour o
F a coriracied dineclly hine. oowl @bour el ary bead] 1o a projisct,
B B wry e e ohligefiore feaarss e ez Tl canred b
fzrminaled vpon comz efion of e mamp opmandT

Arcording vo the Chinese Labowr Coneract Law, ooneracrors shall
enter iy el rymen conrreces with thelr emplovess jeither Chimese
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o fooeign| when they hiee them directhy, Generally speaking, employ-
meni coniracts for construction peojects are based opon completion
iof certain work) therefore, they are not Axed-term coniracts. When
the contracts exping, if one of the follewng drcomstances & prosens,
ameag others, comtractors will have o perform ther dutics under the
pomract and may oot seminaie B conicact onol the droomstamoe
disappears:

*  where employess exposed o risks of comupaconal dissase have
not kad healeh checks before leaving their posts, or sospected
oirupanonal dseise patients are in the course of diagnosis or
medical observarion;

*  where employes who contracied a disease during the courss of
emphoymst or were mjursd dureg their ernglavment are con-
firmed o have kost all or pazt of their abdicy so work;

» e sick o injoned amploves ane in the prescribed medicad

perad;

»  pleze female employess afe pregnass, in the prooss of ghang
bireh ased numsing o

® phwse the employes have boss worksg coniniowsly for the
company for o les thas 15 yeaes and thers are ks thas five
i hefione they neach thes nundalory rstinement ags.

Hudditiaially, @ iowoih notieg tha the contractess will haves 1o sk
slAlulGry severanes ayments o employees when the eaplovsent
Girtlr i Exjure of And bir | duss b ...' tien ok wnrk., ol e
{Riness low permits ptherwise in the specilic situabinn, In geneml,
the sevizwmae payments are caloulagedd basedd en sty anil ghe
emphrpees monthly salary (ncluding honus) prior tothe emination
or gxpration of the employment coméract,

& Hea'th snd s'sty regainiian
4rm [Ferm A ry apecric hemtis o orlety ra En ragu g tha
o ruct o sy

{Rins his peomlgaced & comprefensive et of laiws, regulinons,

adminsorative niles wd regolaory documenes regardng health

and safery in the consrruction mdusry. The mos sspors and

frequemly eeferred no imduds, withoo limsearion, the Comsrnction

Law of the Fenplek Hepabliz of Ching, die Peodecron Safery L

il the Proples Repubbe of China, the Adeanieraive Regulinom on

the Wk Sadery of Construcnon Penjoos, e
A comracirs mas respomdbilizie for safety ans

®  leing peimarily responsible [or slety oo te construction e,
with it legal represeniative neipamsibile foe wark salery af the
ERHTIfEAy anel ml.-in,l:;:llml r:l]:.'luﬁ]il:\r fize uf::]- AT
mend 4m Bie consuchion s

LI inyg sl i I '1hwrkmﬁi:fmﬂ‘l1m-ﬂlﬂ\-
takmg a prujech;

& akngemerpmey mersaees 0 misim e Syrage and o aved per-
sl imjury and casmalty, and cepartng ta the celevams authaori-
tivs immediately in the event of accidemiy in censnction;

% preparing sabety iechnigues aml mesmres whm lorsualacng the
nsmction management plan; and

®  aking measares o maintais safety and prevent dangers and
fires.

A coniractor's main responsitdlities for healih arn

& insonng workers and scaff members engaging in danperoms
operations agumsi accidensal injorics and paying the insurance
premium for them;

*  esmablishing 2 sound and complete working safery educaton and
training sysiem, and probibiting employes: from working with-
our proper safery educanion and rraining,

» ponmoling harmful dust, wase gas, waste waner, sold waste,
noise and vibrarion so as o avod pollution or adverse infloence
on the esvironmesse;

oM 20116110

i pomphing with relevant lywy and regulatons as well a3 good
praciee rukes duning the consruction operabon; and

i gllewng workng penormad to put ferwand propesals in orderoo
improve operatmg procedures and working comdi o, to obsain
larbourr pemiection facilities and o criticie, repont and prosscones
peopk: for ucions endangermp personal healts and safecy

T Slass ol epsiatiers
0 A SORETBCIST (o hawl B0 WA Iy CpSRLing Cackdey I dloes
P speratkara, e o the egal ooanacled (0 aoaing up and adapt

A Fl:n'l;n wentratar Jin the s ol a jrrind eemture or 3 WHE)
maint harve delly performed s mandabory and corsrachl nl:lhphlm
an well as povic] up adl i clebis Ll it clowrs ity eperatinn in hira,
IF hereign corirachzrs have unpand debee, the emditors may fik a
chiim with the et 40 ssies thar property in Ching. The loregn
conitraaor chall giee sevirano: payment bo #s emplosim bo teominaie
the enexpined employment celabonship,

In the case of 2 WFOE, it will need 5o go througgh the Bquidaiion
anid windimg-up procedure for che parpose of closure. The liqeida-
tiom procedure may become time-consuming and burdensome where
the subsdiary has complicased liability issurs or tax issurs,

B Sierdard lerra of eonetneesdon comfracts
Whrt st conmact fornie are peed Yo coradnuction and dedgr®

The Chinsie governmest has isued staadaed coserae foema for oo

aeructien and design,
The Lurd larmans e sthon include

v phe tandand foem ol congnction coneract GF-FR0200 jomtly
et Elr the Sate Admissieation loe ||H]m].|.':r and {ommene
and ke Monistry uf Hoesing sl Lrhan-Eural Development in
1888 whach has b w-H:r used in Chns; and

o theamandard furm of comstruction contract attached 1o the stand-
ard o al o on kit 4 18 joringly inzae] by
the S Development and Refoem Commession aml capht other

minisrics andd commmsicns = 2HIT.

In addition, alung with the eeerincreasing number of foreign con-
tractors entering China and Chimese contracsan undemaking con-
=mmction pevjects ovenseas, FIDC =andard forms of contract are
g widedy vaed im China,

The standard-coreract feems for design are the sandard forms
of comtruction engineering and desipgn contracts for avil constroc-
tiom projects and the standard forms of constrooion enginesnng and
deipn comracis for profmsional construction projects jointly isued
by thee State Administraton for ndustry and Commerce and dhe
Mimizry of Housing and Urhan-Fural Development in 2000

It i worth noring thar the above-mentioned sandard forms are
recommended bor nor mandanory.

& Pries sesalatinss
Ir rypdoal QOO COITPaE, WD SERITIeS the righ of rpiers
i oRRTOn Are BROmagesT

The comsiruction mude] contract, which was jointly #xozd by the

Miristry of Constraction and the Seate Sdminisiration for Indus-

iry and Commencs i 1999, weix forth, theer pricng mechamms as

Inlloews

& e price — the parties. may stpulae the soope of risk and she
cakenlation of risk costs, and the fe thas the contrat price is ot
adpustable within the agreed scope of rak. Both parties can sepa-
raschr agree on the price adjusmese plan beyond the scope of
risk, In reality, under such arangement, the ek of material price
escalation and shortsges B noemally bome by the comtracion
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*  gddisrable prace - che poice can Be adusied sccondng o che
agrecncnk of bokh partics, anil the partsss may .ﬂipul.]h the
mehastment plan within the special clanses. Under ssch arange-
ment, the reks of maierial price escalafion and shortages are
borne by hoch parties and atsorbed as agreed o the contract
wred

® ool plos - che oonerec price s oost plus agreed profie. The pas
teess freay snpubare methods te caloedate coor srrueure and peafin,
In practie, wniler auch an arrangement, the risks of matenal
price exalabion and shoriages are boene by the ouwner

A0 Suevmsilibes
Dor ioniadl bt crd i P AT LR 00 30 OTHENT D OONTIRATION I
CErnger Ly A (o g s nggisn

Chines: law does provide certam advamages (o domestic coniriooes
in comipetition with foregn concractrs.

As described = questions 1 and X, duee are siras Emiaion on
ehee Ronipes irf Eiacts a constratis WEDE i perottsd to undemake
wt Uhim, In mcklbae, :llrrl]'nrnl] with Huar {heuzr elunserpars,
construction WHROES & subpect to straser requinsemib: in comm-
ion with incorporaton and oporation = China, including require-
meenis an the regisered capral, qualification crieria and womber of
nechmical personnel and profesionals.

11 PPFard PFI
m lrre @ berred wlalulzey ard regula by framessara For 1990 arad 1
ECFTATAT

The Clinsse povernment encoussges PPP and prsvate capaeal 1o
erder mmdn the infrastrucsure arsa hﬂllililm:ll]l santrpdlal l‘l:«' e
povernment, Theeefeee, there has been sperdy exparsion and appli-
cation of PPP ingluding build-operwie-iransfer [BOT, trassfer-
aperane-trarafer [TOT) and Build-trassfer {BT) modele. In comrast,
thee lesgall systemm for concessions s lagging behind. Carrendy, Ching
does nivt have wnified bgitkanon on concesmons. Belewant regiine-
menis are dapersed and =i in the feems of local eepedanions and
rules as well a8 senisterial regulasioss. Hepslation ded prackss in
ditferemt inchastrics and arcas are inconsstens with cach othes The
esta blshment of the legal concesion system will still take some fime,
Meanwhile, the existing lasd-ose nghts system pows mamerial barri-
ers for the epplication of PPE, which is popular in Hong Bong and
ocher wreas. The development of FFE in Chsa b nor opimisic.

12 Papment of leen
Hiree rumy 5 czrlcicr sscurs tha gl o pesrmant 2! Bx coe's ared
frpa, fram an ceana et oy T comioisiat pacn e an tha pragery?

Caonslrudlion paymenis i Gonbraslngs are plezn |]-:|.l.:|-ud.'|."|t Chi-
nese porecrnment takes a lot of measures g0 deal with ehis sifuation,
Apar fum giving greater prionty o congractors’ paymenss rather
than reimioursement of bank loans by legislation and judicial inize-
prenamion, the Chiness government requires the progriemors 1o pro-
wide pdvance payments and pearanize of paymens by admissicacee
ST,

Measmhile, Uhaicse law FegrsEnes that  the [regect srener [ails
o miake payment within the stipakbial imeline, the Genlrugor may
demard payment within a reasonabde period of tme, [ the projee:
crvner fails bo make the paymens ai the end of sach peried, the con-
CRaCTOr My nier oo & agreement with the project cemer oo ligo-
dae the projecr, and may ko peition e People’s Courm ascrion
the jpunject in acooedance with the law, unles sech prope b aor fi
L “qu.i&lliun ar austiog by muture. The contslruction fjesl price
shall be pavid in priveity out of proceeds from the boaidation or wee-
o ok the progecs,
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1T Tark clakns mnd inderrity
= ‘zcwl brax parrrel 8 genanl czrirecizr 9 ba redermn Ted spia red gl
scty e ansl amesine arisng fan e ari of 2 uhcartectsg
pwEn whin tha genam| sanimanins s nagigent?

Airording s Chines ws and regulations, the geneeal contractur
takes responsiilifes based wpon the general comeract and soboon-
trzcinrs do 5o acoceding 0 the soboonmaos.

(Gererally speaiong, the general comracoor shall be joimty lia-
ble foe the acrs, errces and problems of de subeomraced peojects.
Enceprans ane ai folkws

T'I'I:lmm:h:ll:l:hhil:lhrwliy|||r|::|.'h..m|:lulnd||:¢'|’1.i|-
urs of complianer with mandasary standards made by sebounirae
tors appoinbed direcsly by the owner or capssd by inderior materials,
pars or eqarpment purchassd by the comeractor with msructions
frem the gwner. The concractor will only be Bable within the scope
ol i facles,

Pleass nie dat if the sebconiractoss sois, srorm oo neghpenc:
are rehevand ga I}i::ulmllllnd:d.]'mri’n.‘ln.'h the Frmlumln.u-
ter will mirt b joanely linhle [or the sebconiacior’s scts, crmoes or
neghpence, excrpt 2 otherwise agreed in the contract or where the
peneral contractor 15 at fauln

18 Llakd ity g tied payties
Wlinrd o ooflTidod Saraliodth i Dbl Tl il b okl OF aased
Iz thirZ garly dosw T conliedor Suer any palerUal rogemaiks By
Iz tha bhind gy Moy Sva thing perty pemus s ssim sginal tha
ceniraednr cpapia Hha sk of sotieciunl priaty?

l:.'i:rl:lﬂljl 1p|:lhng.|m-u|'dl:|ﬂ|ﬂ'-muh1ﬂ.tﬂ] Erivily, 2 i
tractor hears na patential resporsibibey g0 a third party, The bugeror
lessee cam onhy make damapge claims agaimst the sller oo Jessor based
on ther respective contracs. However, the contractos and the owner
of the tralding shall be jointy liable for the third parry damagsd doe
v collapse of the bedding. Afver the owaer and the comracooe have
inade compeniabaon, ey can clitim agassr other s lable for
IEL':LI:I:I.:- LS medsis I]'l.'ll.I irﬂ':mlhrp:dluln-ﬁnup iz B
third parey, the third party can persee & daim agaonst the congractur
directly.

ik lsgirasia
To wihe ERNL ViR 8 COATIARINGY O T R TR 1 e T
EnTiELL Rt

The coneractor normally can avoid its coneracmual rise by obtainng

tize fodlowing categornies of irsurance:

*  ponatrechen works ell sk invamnce — s oovess loseeq of
the pregect itsell, huillding machinery, equipment and manen-
ols imeerrnl by natural dwmsmers ar gsidenes, and thind-party
liakility incnred by accidents, thenoghow fhe courss of the oo
stroction for all kinds of mew projects, expansion projects and
COMVETSIoN Projects;

v jmmallarion works all reks msorance - this covers loseey ard
thaird-pamy lablicy cosed by risks within the msured soope
[mdeily nitersl desters and dombens) doning the inndllation
ur mhmstmens of vins] siructures, machmery oo squiprems of
inslesirial and mining: enberpeees: for all kinds: of new projecs,
CXPANSEE Projecss and conversion propcts;

* [onstroction equipment imsurance — this covers all damage o
constroction equipment and ook owned by conEeciom end
usad bn the enurse of conniceea ssising from nemral dsasies
arnd et

#  ernphoper’s abikey insaramce - this covers all modical expenscs
andl Bnancial compen=zaiion as well as Figation onses ansing
from damages to the employees dering their employment;
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& popsiruction spaliy guaranie insecance — ihis covers keses aris-
ing from constrection defrcis during the warranty perimd. This
immranse cam also wrve as sepplementary dawes b consirec-
tinn all rises fmsurance; and

&  protmsional liabiliy imsranor — this covers persomal mjury and
propeny damages dee toneglipenoe of prodessiomals and techs-
ial pemuns,

LE | eschesnes and Barkeophoy
Hhers major proiacfa haes b Inlenmugisd or canceded, oo T lzeal
e zrvicE ary profection for urpeld conbacorn whe s pafarmad
werkT

Chinese law provides the following protecoons for commacmons m the
aberes-mercioned soustion.

Acoonding to the relevant judicial imerprerations, when a progece
his beenn meerrupeed or the construcnon conoract has oo be eome-
nanzd because of o force majeuns event, the owmer has the obligation
o pay the conorector for the work duly performed in accordance
with the contrace

In accordance with the FRC Conoract Laws, if the project is inrer-
rupsed or delayed due m wny reason anritooable oo the cwmer, che
cwvmer should sdopr measuires 10 make up for or reduce che kesss
and compensan: the comractor for s leses and expenses due o
slowdown, stoppage. move or cramsfer of machisery, and oversmck
of marerials and comporents.

17 Bartractiag why greaeiv et avik e
7 35 QRS TR BECY BARETT SOVETARR | TRy o 8 dEbarce
B XTI ol P pesmart

™.

LE Bribery
¥ contredin San 0 aga ly oFlanred We dwsind ol @ oarliael fir
Emi 1 i By brigass, will U conlnie] ba il i

Enbery i sirictly forkadden accondng o Chiness law, amd iF & come
eractor eniered inio a coscract Alegally, the comtracs shall b deemed
wond als inmio wich no binding effect on exher of the paries

LF Pa'likcal corsehatiana
A trorn Leww thot et in kil iy ol confrchon. o - dad g
pmdras o € e wsth for pobl o Aparcies zecaues o thelr franc el
eippeet forpa Fios cwndibriac or zariiac?

Mo,

20 mikliretlen
BT by 1T il o 1T 10k BTN & R OF S HIAEE D
DT o i e vl I e B DT GO GRS

Arhieration is accepied by the mainstrem community for shoar fra-
reres wech A 2 aperdine, cordidentiabey, chuice of tha parses wo
sebest arbisraiom, pood aimosphecs, awand by experis, imersational
acknowlrdgrmens amdl stromy execusion, Oin the other hand, snee tha
arbitration award @ final, which deprives the parties of che right os
appeal as chiry have in litigasion, many clienis and atiorneys choose
et b iy arbitration o seitle dispuics,

21 Ferslga corrupton
Ocan lzza spiafion piohi bk corepd zoecicas caniad ouf sbosd By
FEram 2o il s N oo fermcdicdan?

Chinesz liws and reguladons prohibe cormups peaczios ar bome and
abeoad by perecns domaciled in Chima. When beeakirg criminal ko,

oM 20116110

they Face crimmmal chacpges whether or nod the olfences ook place
inside or pmsde Chira,

21 Foree majeurs ond acis of Sad
Ui lzzal 5w are corfrecdors amnsd e patormeng) o ecus
atipriom sargy i sverta Seyond e oonia T

Under Chines low, conmactors are exoussd from perdceming all or
parnel contraceosal ehligetios owing 1o force majenre. [owever,
in casss where one parry ddays i performance and then a force
MajELIre EPene COours, it cannot be exoused from hehiliny.

Whem o parry is nor eble 1o perform s contracmal oblga-
nons, it shall mfeemn the ocher party in 2 timely manner and ke
wppropriane measares o alleviae the lossss camsed by che force
majeure event. It shall also peovide proof of force majeore witkin o
reasomakde period.

@i [ apins ras T on eesandasie
A Bt PR LR (IS, 5% CEEEE I (R 1T e
ot B BT T

%o bz, cemtruction dispubes have mainly been resolved thenogh lin-
gatinn aml arbsitrabion, The we o medertinn s Fr:q.lnlllv irra] ueed
rither in hhu:ll:l:u of :l.rl:ll:l.'-h:n procrdunse Af preamt, new and
e offmtrer o TER B ars bring souphs in {thaa.
Taking Regng a8 an |:l.l.rn|1||r.. ths Beijirgy Cirmmsiaes af Blunmigad
sl Heral Comsnicten, the Bajing mesnipal courti, he Beging
Legidative Alfaim e, the Reijmy Muu.'l:i]:l| Barrediy of Josius
szul the Reipng Arhratioe Cinemilies ane Ih.illl.mﬁ sheeul eatallish-
ing 1 Beijing People Mediation Commitbes on construction dis-
[rutes, e main gk weold be s medane = -L.rnm drisng IEnm
CormlruElion coniricls conceming comiruction coety xnd quality. In
the Haidzn Diaria lﬂd:‘ﬁq:l*mﬂ:pmlmhn
sherady experimeninl with peaples medition and i is epouragng
ither disencs and couseies ga da this wea, & these s are, a0
prsent, eoly @ the itsgpe of explantion, and G (ross being called

I.I.I.'I.':Ilrul.

24 Courty ard Uitunals
Arg Urirs ay sperad need Wideraks Ui ace Jed Eaiaed Lo el o
sz dm putanid

Mo,

25 UmHaHen paricds
frp thara arry stmhrnry Imkrssn Eercels wininoshich asveuie mues
[z cramnnzad for coneinssion werk or doelgn eprvione ard am
I AT ALY prEsraliinee dar comrmereing of martaning much
Erzcendinge?
Chisese biw designares roo years from dhe date whes the plalmiff
kersows o shioodd haree knorem o dhe darmage as the stanmasy lim
vt pegiod. by addnon, if 20 yesss have passed wnce the pme of
the damags, except fior special wrotioes when the cour can ssend
thae limdration peried, the coser will provide no more protectios
Four condinons peed 1w be mer before comessscng o ool
preceeding:
»  the plainnll s direody rebared o g caee, and can be & citizen,
an artificial person o othes arganbation;
* s agalor a sperific defendan;
*  the dems are gpecife, and backed by Gics and jmrdcanons;
and
»  the case bs within the jursdicion of the oo

[ the plainnf¥ withdraws the sui sfier it has been socepeed by dhe
ot the manunery Rmitareen perasd will be recalodsesd. This meam
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According vo che Minisry of Commence, ‘nstsimens” refors io
all kirds of property ineesed i the teertocy of ooo contracting, party
by thee rther comiracting party sccmrding ko ithe eifeciive laws Sering
Htth:ufwliﬁhiﬂuh:
¢ miiwedble and srineeealile propemy, aind all property nghis such

i e, pledies, real sights for wulvuer el such other

righis;
*  porporan: shares, soocks and shareholdings in other forms;
. mmp'n:d:.' industry rights, special righn ssd busness reputanion;
" mncesion rights, incloding the right to explome, mine and expl o
nateral nEmETo,

The fem af investment property does et afles the nature of the
isssamenl,

14 Tas esatles
Hea your | sriarad iz dosbie
I wihich a contreciar it presevied from S ing tecad In s o
Jermsichiom?
Lo far, Chira has estered inio dooble taxaton treacies with Belgrum,
Framcy, Germany, Japan, the Uinoed Kispdom, the Usited Siaoes and
B} asher countries siiuabed all over the warld, Chiza also has fax

arrangrmenss with Heng Komyg aml Macsa, wherhy a contractor
oy have e chanes g meoid ikl taxaten,

B Sy il
A T oy coavroly TRt ek I Moyt or impanalhie
chiangs coseating furede or pratis am ore sunercy 4 srosher?

The Poeelgn Exchange Mansgemenr Bubs of the FRC peorulganed
by the Seare Council and regelanions sad regulancey documents
enacied by the Siace Administration of Foreign Exchange as well as
the People'’s Bank of China provade for nelevant sysiema for exchange,
wribement, =ale and parchase of foreign curnmcies.

Gererally, fersign mirmney cinlation is prokibiil in Chira,
Transmacticos canmmrt be |'rr|.|.':|] |rr:!1hd'-.;:l'ripmnmq'. L
loregn exchange, s peovisions materially chaene the exchange

oM 20116110

beiwoen Chinese currency and foragn exchange. However, provi-
sions for curcend secoumis, capial acocernis and other accoune Giffer
in ierm= of the exchanpe, srithemeni, svale and peechase ol foerign
CUrTEnCicR

HE Bmryara ol pafls asd reeslmend
g Ty AT DAPTIE O ko T MBWTT TErARe o ORI pied
Irmmanras: Sror v s oo

Cureenly there ars no matesial seitrazons on te ramoval of peofiss
wrd mvewrmenn from Ching. Nonsthelew, foeelgn-nvsnsd smes
prees must pay Chmese axes relating vo their profics and inves
ments. Before a forzign investor withdraws: s mvessment from
Chira, = should compleny all the formalizies on the Bquidanion gmd
winding-up of the concerned focrign-ireesed mterprises in asoomd-
wmir: with the Cospany Lawr af the Peoples Repuhfc of Clina, the
Law o Fhe People’ Eprrm'H.u.-rd'ﬂLln.l.m Chimese Feeripn Joint
Vestures sl other relevant liws and segulatinm

&Y Battania anile ol lerass atlerdd peajaita
'WNET . TS TR ST RN O 8 RS [OpRET N
[ericictian I berma o f1e relariar ']
mansnetion projeci partic pents?

Chinese corseruction projects are mainly operaced chrough che
modal where cwrmers dirscily enier into a contract with the con-
tractore In recent years, the Chmese govemment bas been makmg
tremendous effarts oo advecate the sunceps of project management.
Therelure, im lampe conmraction projrcs, praject manapesme,
daienzhi |poeernmeni-lod project managrment), sngineermyg pro-
curement and cenwtrection (EPL) and other mndels ase oneas
ingly applisd. However, the effect of dai jiaestls not dde=al and
the public coasider i a fadure. The mode of projeo manigemem
is more accepeed By che commuraty. However, the overall level
of domewic project management =ill needs o be imgeoved. As
a popalar general coniract model, EPRC is more often applied in
maper auclear poweer and ol projects. The level of Chinese EPC
pereral coniracioes with repect G profect managemens nenls i
ke improved.



