C L CYBER Law PARTHERS

M lzw redefinad

Case Analysis

BB

Disputes Arising From a Construction Contract for A Private School Project
R TEBE T AR SRS

Dennis Deng + Senior Partner
PR - BAESHKA

yongquan.deng@dachengnet.com

Abstract:
WE:

In this Case, the Judge holds that the three contracts, including the Construction Contract, which were signed between the
School (the 1st Defendant) prior to its establishment and the Contractor (the Plaintiff) are valid. Although the Education
Bureau (the 2nd Defendant) that supervises the School (the 1st Defendant) was not a contractual party, the fact that it was
the initiator and property owner of the Current Project renders it to enjoy actual rights and benefits under the said contracts,
and thus it shall be jointly liable for the payment of the construction proceeds. The lawyer of Dacheng Law Offices
analyzed and summed up the rationale behind the judgment of this Case and the legal risk management of the Contractor in
the implementation of construction.
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Background:

BN E:

The Contractor (the Plaintiff) is a construction company with first-grade qualification in this field, and the School (the 1st
Defendant) is a private school registered and organized in June 2002. The Contractor (the Plaintiff) and the School (the 1st
Defendant) signed the Supplementary Construction Agreement dated November 29, 2001 (“the Supplementary
Agreement”), the Supplementary Construction Contract dated January 15, 2002 (“the Supplementary Contract”), and the
Construction Contract dated February 20, 2002 (“the Construction Contract”) to agree that the Contractor (the Plaintiff),
with its own advance payment, undertook the construction Project (“the Current Project”) for the School (the 1st
Defendant). It is noted that the provisions in these three contracts regarding the manner of partial payment, construction
period and quality of Project are not consistent with each other. The parties stipulated in the Supplementary Agreement that
if the provision regarding construction payment in the Construction Contract was inconsistent with that in the
Supplementary Agreement, the Supplementary Agreement shall prevail. In addition, the parties stipulated in the
Construction Contract that the Supplementary Agreement shall be an appendix to the Construction Contract.
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On January 11, 2002, the Education Bureau (the 2nd Defendant) that supervises the School (the 1st Defendant) invited
tender for the Current Project in the name of the construction unit of the Current Project. On February 6, 2002, the
Contractor (the Plaintiff) received the notification of winning bid in which the Contractor (the Plaintiff) was notified to
sign a construction contract on February 20, 2002. However, as a matter of fact, no construction contract was ever signed
between the Contractor (the Plaintiff) and the Education Bureau (the 2nd Defendant) regarding the Current Project, and no
objection was raised by the Education Bureau (the 2nd Defendant) during the period of construction.

2002 1B 11 H, 28 (& 1) MEEHER (WE 2) DIERBMUNE XS R LERT T BIERFR. 2002
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The Court further found out that: (1) the School (the 1st Defendant) is a school that accommodates public facilities under
zoning; (2) the piece of land on which the Current Project was carried out was allocated to the Education Bureau (the 2™
Defendant) for education purpose, so the Education Bureau (the 2" Defendant) is the property owner thereof: its title
certificate is under process; (3) the Current Project was awarded by Shanghai City with the outstanding construction
quality "White Magnolia Prize"; and (4) the Current Project had been inspected and accepted on October 14, 2002 and was
delivered to the School (the 1st Defendant) for use.
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The Contractor (the Plaintiff) argued that the School (the 1st Defendant) failed to pay up the whole construction proceeds
and to return the performance bond as stipulated in the said contracts, and that the School (the 1st Defendant) is a private
school which is not in a position of being capable of effecting payment; as the Education Bureau (the 2™ Defendant) was
the supervising unit of the School (the 1st Defendant) and the property owner of the Current Project, which entitled it in
reality to enjoy the benefits of the construction work provided for by Contractor (the Plaintiff), it should assume the joint
liability for payment.
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The Contractor (the Plaintiff) filed an action in a court in Shanghai for ordering the two defendants: (1) to pay for the
outstanding construction proceeds together with interest thereof; (2) to return the performance bond; (3) to pay for the
liquidated damages; and (4) that the Contractor (the Plaintiff) shall enjoy the priority claim status for the outstanding
construction proceeds.

BIG (RE) BEERERRERF, BRASTHSE: (1) INANIERRFE; (2) BRETEEBLARIE
®; Q) INEAS; & 4 BIH (BE) XN IEREZEMEZEN.

Chronology of Major Events:

EEHRG GREEIRFHSD:

1) November 29, 2001, the Contractor (the Plaintiff) and the School (the 1% Defendant) signed the Supplementary
Agreement;

2000 11 B 29 B, 1e1h (RE) BFR (HE ) BT GHAFEh;
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(2) January 11, 2002, the Education Bureau (the 2" Defendant) invited tender;

20025 1A B, #ER (&2 BiERE

(3) January 15, 2002, the Contractor (the Plaintiff) and the School (the 1% Defendant) signed the Supplementary
Contract;

2002 1 B 15H, LA (FE) 5K @#E 1) E1 HREaE;

4) February 6, 2002, the Contractor (the Plaintiff) received notification of winning bid from the Education Bureau (the
2" Defendant);

20025 2R 6B, Lh (RE) WEBER (WE2) WFFEMSH.

(5) February 20, 2002, the Contractor (the Plaintiff) and the School (the 1% Defendant) signed the Construction
Contract; in the notification of winning bid issued by the Education Bureau (the 2" Defendant) to the Contractor
(the Plaintiff), a construction contract should be executed on the same day;

200228 20H, ®I%G (RE) 5FK (&1 £1T GRIE&E> UREER (& 2) WPicam
PEHEIS (RE) ®ZAETRIAGEE;

(6) June 2002, registration and establishment of the School (the 1st Defendant); and
2002 FF 6 A, F& (& 1) EMZ; &

() October 24, 2002, the Current Project was delivered to the School (the 1st Defendant) for use upon inspection and
acceptance.

20025 10 8 14 B, $RIETFBEIRBEHZNZR (WET) EH.

Analysis & Conclusion:

BAEE:

The trial court holds that the issues of this case are: (1) the validity of the Supplementary Agreement, the Supplementary
Contract and the Construction Contract (“the Three Contracts”); (2) the amount of outstanding construction proceeds owed
by the School (the 1st Defendant); (3) whether the School (the 1st Defendant) is liable for and how to assume such liability
for breach of contract in respect of the overdue payment; and (4) whether the Education Bureau (the 2™ Defendant) is
jointly liable for the payments.

—EEBIAN, ARFWERET: (1) GRS <<?<[\3EAW>> M GEIERY AR (“ZBEaR"); (2)
PR (WE D /\1‘J‘I?f’”*hﬂ’]é& () F (Wi 1) BRERBUARMAIABEANRIEANTE & (4 &
BR (& 2) BERBEFTRT .

First of all, in relation to the first issue, the School (the 1st Defendant) argued that the Three Contracts are invalid and the
outstanding amount of the Current Project should be dealt with on such basis. The main points in its answer to this issue
are outlined as follows:

B, RTFEDFUER. FR (WE ) AAZHERER, PRIBFANIGZREFALINERLE, B
ITREMBELA:

(1)  The Current Project falls into the projects which tendering and bidding is required as set forth in Article 3 (see Note
1) of the Bidding Law of the People’s Republic of China (“the Bidding Law”). Since the Contractor (the Plaintiff)
and the Education Bureau (the 2" Defendant) had not signed any construction contract regarding the Current
Project, the Three Contracts were invalid by virtue of their violation of the mandatory requirement set forth in the
Bidding Law; and;

BRIERT C(REARAMEBIMRITE (BFRRIEY) £=5F (IR 1) MENSIHITIAR
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2) The School had not yet registered at the time of signing the Three Contracts.
EXIT=HERN, HEREMEIR.

The trial court holds that the Current Project is a private school and thus not be subject to mandatory bidding as provided
in Article 3 of the Bidding Law. The School (the 1st Defendant)’s points in its answer to the first issue is rejected
accordingly. Besides, the court holds that the School (the 1% Defendant), starting to enroll students since May 2001 and
registering in June 2002, had never raised any objection to its civil competence during the performance of the Three
Contracts and always performed the contracts in its own name. Therefore, despite the fact that the School (the 1st
Defendant) was not vested with the civil compe[dence at the time of signing the Three Contracts, it had been engaged in a
series of civil acts in its own name. Thus it should take responsibility for such series of civil acts as soon as it was vested
with the civil competence since the registration. In light of the foregoing, the trial court rejected the School (the 1st
Defendant)’s second defense opinion on the first issue.

—EERINA, BRIBRRDIER, FBT BERINGD E=FMENMLIETRIIFN IR, RMATR
MER (WE 1) NBE—REHER. 54, EhilA, FR (W& 1) B 2001 £ 5 BRIFAHRAE, 2002 F 6
R#ITTEILEMN, E=0EREBETHEMANEIARZREFIN, BEHUNACHEXETAR. Bk, 2R
PR (HE ) BERIT=HEENERAASREFLIAEE, EHTEEENBACHBXHTREES, Fit, =
HEUEMECMMASRETHENZE, INEEEREIREN—RIIRETH. B, —FERTTR
BEFER (WE 1) NEZREHRERL.

Secondly, in relation to the second and third issues, the trial court holds that the names of the Three Contracts did not
match with the sequence in time and the Supplementary Agreement and Supplementary Contract were signed in advance,
but the fundamental contents were consistent; insofar as the changes regarding manner of partial payments, duration and
quality were concerned, accurate reference should be made to the provisions of the contract which was signed at the last,
which was the Construction Contract in this Case. Furthermore, the Construction Contract clearly stipulated the
Supplementary Agreement was to be an appendix, so as for matters not provided for in the Construction Contract but so
provided in the Supplementary Agreement, the Supplementary Agreement shall prevail. Based on this, the trial court makes
decisions about the second and third issues.

HR, XFEZIME=AFWER. —HEBRIAA, BR=HERNEMEHZITNER—E, PRI
CGHFEAER> PNEITHEERT, EEEANFE—EHN, YBINRTH. TH. REFHTENEE, NIUF
TN ERBEHN—, B GELERY NBEXFERAE. B, BT GELIEE B#HRE R AEEH
f, 8 GETERD REAEM GRMEO SEAEN, NHER GARDID NAERT. B\, —8ER
WEZAMBE=IFWEREL TIAE.

Thirdly, whether the Contractor (the Plaintiff) should be entitled to priority claim for the outstanding construction proceeds.
The trial court holds that the Current Project is on a piece of land appropriated for education purpose and is for public
service. The School is a construction project unfit for discount or auction as provided in Article 286 (see Note 2) of the
Contract Law of the People’s Republic of China (“the Contract Law™). For this reason, The trial court does not uphold the
Contractor (the Plaintiff) in its claim for priority compensation.

F=, XTHEIA (RE) RN IERZEMEZEN. —FERINA, PREIREMERGEETIIRT ARG
MEEALY ENFRER, BTABRRERR, BT <(hEAREMEESENE (“GRAY) BB/ 17 %
(AR 2) MEMTEFN BZMERIE. BAit, —FEBRREIFRIS (RE) MXFRESERIIF

IIEK

Fourthly, the fourth issue, the trial court holds that the Education Bureau (the 2" Defendant) is the construction unit who
went through inception and filing procedures and bid inviting of the Current Project. Although there was no contractual
relationship between the Education Bureau (the 2™ Defendant) and the Contractor (the Plaintiff), the Education Bureau
(the 2" Defendant) has common and inseparable interests with the School (the 1st Defendant) for that the Education
Bureau (the 2" Defendant) enjoys the ownership of the Current Project and the School (the 1% Defendant) enjoys the right
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to use and the right to income of the Current Project. Therefore, the Education Bureau (the 2"® Defendant) should be
deemed as the silent principal in the Construction Contract and together with the School (the 1st Defendant) as one party to
the Construction Contract to share all the rights and assume all the liabilities jointly. The claim of the Contractor (the
Plaintiff) that the Education Bureau (the 2" Defendant) should be liable for paying the outstanding construction proceeds
falls squarely within the civil law principle of fairness and should be upheld.

B, XFEAPMFWER. —HEBRIAN, PRIERUBER (WE 2) FAERBUMBEITALERETF
&, FHTERELE. BER &2 5ELIHn (RE) BRRAEEALNGEAXR, BHER (WE2) =
BAFRIRENAEN, FR (WS 1) ZAESELRENEANIEER, B EIaE NFEE—SRETRH
2E. A, HER (WE2) A ISR MRELXBAMSFER (W& 1) $ERA KEISE> /9
—HEBEAZERFFFBMENNS. BLHT (RE) EKEER WE 2) AKEXNIERNNZRTEE, Fao
FRRIEREN, W35

By summing up the above, the trial court holds: (1) the Education Bureau (the 2" Defendant) and the School (the 1%
Defendant) shall pay the Contractor (the Plaintiff) construction proceeds in the sum of RMB xxx; (2) the Education Bureau
(the 2™ Defendant) and the School (the 1st Defendant) shall return to the Contractor (the Plaintiff) the performance bond in
the sum of RMB xxx; (3) Education Bureau (the 2" Defendant) and the School (the 1st Defendant) shall pay the
Contractor (the Plaintiff) interest of the construction proceeds in the sum of RMB xxx; (4) other claims of the Contractor
(the Plaintiff) were dismissed.

ZE, —EERFR: (1) HER (W& 2). FR & 1) BELIHI (RE) INIER X T; (2) HER
(W& 2 R (WE ) \EIn (RE) BRERLIE xx T, ) BER (WE2). & (WE 1) @il
75 (RE) INIERFE xxT; (4) BIh (Rf) EfFIMERTTHF.

This case subsequently went into appeal, but the parties later applied to withdraw the appeal. The court of appeal approved
the application by the three parties.

HREH LR, BHFAXRIERR, —HEARKEET=T4FARE LF.

Lawyer’s Comments:

BBV

1. The basic approach taken by the judge in handling case

AELERANEARTTL

In practice, due to the nature of the case itself and the absence of express provisions, the judge is not able to entirely rely
on the facts of the case and legal provisions to reach a judgment. Therefore, the judge would base on the actual situation of
the case to take the initial step in establishing the basic principles (“Handling Principles”) in handling the case, and then to
organize the case materials and apply relevant laws by referring to the Handling Principles, and eventually to come up with
the judgment. The main contents of the Handling Principles are: (1) which party’s rights should be protected; and (2)
which party’s rights could be protected and how. It is worth pointing out that there are 2 levels of “protection*: [1] to hold
that the defendant is liable to the plaintiff, but give no consideration as to whether the plaintiff could actually get
compensated; or [2] to hold that the defendant is liable to the plaintiff, and to give consideration whether the plaintiff could
actually receive compensation. In this Case, the judge orders the Education Bureau (the 2™ Defendant) and the School (the
1% Defendant) to be jointly liable to the Contractor (the Plaintiff), taking into consideration that the School (the 1st
Defendant) would not be able to settle the construction proceeds on its own.

KB, BTFREEASNEEBERUICELEXME, EETETEREBEEMFERAERAXXAERESLE—
HIRER. A, ZEEHSRERMFNAEERL, fUPHELERFNEARN (“QAERN), BESLE
FRWARRER, ERER, REEEAR. LEERVHNEREARN: (1) B—HHN@ENEHRP; & (2)
B —75 O & T AR ARIP AR AT RIP . FEIGHAE, “RIP7 WRARRFFEE: (1) FIRWENEREHRE
TME, BREEREXGESAURERR; $E (2) HIRWENEARERERE, FERRELFEET IR
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During the process of trial, it sometimes happens that because of the actual situation of the case, or absence of express
provisions or other reasons, there are issues which the judge has to resolve by exercising his discretion. Legal provisions
that are frequently invoked are Article 4 (see Note 3) and Article 6 (see Note 4) of the General Principles of the Civil Law
of the People’s Republic of China (“the General Principles of Civil Law”).

AHEELRESR, AEATEHAIGNARER, SERBTEALBRXNE, REHTEMER, FESE—LER
FEATBUTHEABRELCRR, @FS|IHNEENERE (FEARKMEREBUD (CEZEBUD") #9
BE (ER3) MEAFE (WER 4.

From the judgment, the judge either accepts the argument of the plaintiff or that of the defendant, or sometimes he would
embark on different reasoning and come up with the third opinion independently. In practice, it is very often the
combination of the three.

MHIREREE, ZERERPNRENR, AERPREUR, AEZHER, BE—R. XKD, FER=F
RMAZo

2. Whether a private school is a project subject to mandatory bidding

ROFRIER TR T YA TR I E

In judicial practice, there remains to be a dispute on whether a project of a private school is subject to mandatory bidding if
the school is invested by private enterprise or individual but not used by private sector. In this Case, the judge is of the
opinion that the Current Project does not fall into the projects for public utilities as set forth in Article 3 of the Biding Law.
Therefore, mandatory bidding does not apply.

EEPERERR, NTFRAFRFHAMERNVHPIARE, EXTENFLAMANIERERE TUARTRIRIR
IE, FEFN. AF2P, ZEAATRIERRT BHERIFED AEN~AFELIE, BT ELIHTE
RiR.

However, according to Article 3 (see Note 5) of the Regulations of the Range and Scale Standards for Bidding of
Construction Projects (“the Regulations”) promulgated by State Development Planning Commission on May 1, 2000,
“public service projects that concern social public interests and public safety” under Article 3 of the Bidding Law include
education project. If the Current Project is considered to be an education project, it should be included within the scope of
“public service projects that concern social public interests and public safety”, and shall be subject to mandatory bidding.
If that is the case, how shall the judge apply the Regulations?

R, RBEERLZRITHZERSTF 2000 £ 5 § 1 BRHH « LIS RMERFEEFREROEREY (“GHLEY")
F=F IR S ZHE, GBIRRINEY BE=FITH ‘KA R, ARZENL2HBENIE B

BIE. MRFPRIEETHENE, BREEE “KEARIQHFE. ARZENAHEFLIE” SEEH,
FBTHITIBIRIF. WA, EENMER GE> E?

According to the Summary of Forum of the Supreme People’s Court on the Quality of National Civil Trials (November 29,
1999, “the Summary”), “local regulations, departmental rules and local rules shall not be applied to determine the
invalidity of a civil contract. When handling different civil cases, if state laws and administrative regulations already have
relevant provisions to deal with but local regulations and rules with provisions materializing legislative spirit and
principles, combining local situation, and setting up clear scope and standards, those provisions of local regulations and
rules shall apply or be taken as reference.” In this Case, the judge has discretion in applying the Summary. The judge could
be of the view that the Regulations are departmental regulations and cannot be relied upon as the basis for determining the
invalidity of the Three Contracts; or he could come to the opinion that according to the Regulations, the Current Project is
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subject to mandatory bidding as provided in and thus the Three Contracts can be ruled as invalid according to the Bidding
Law. How the judge exercises his discretion would depend on the Handling Principles of this Case.

RiE (BREARZREERFRMAFFHRBILEERSLEY (1999 F 11 A 29 H, “XE8Y"), “XWFHME
MAFINE. HHAEPNEINE, TREMNANERFEALTINKE. ELABERXERERGN, FFER
ER TBUAMANE, MmitbTHEMMEMAETAENAR, BTESSHIERERTNE K EEHIER
WEAEL. &3k, MUARFEHERFIEN, NEERHESR”. EARHR, EEXNTUMER 22> B
ERBHRHEN. EZERALUAN, B> BTHIIRE, FEEAMAE=ZBEREZMEKE; BAUAR, R
B RE MAR, PRIERT BRRINE NENGIHITRIRAMINE, #EMRE GBRRRE I
BINEZHERETR. EFWATHEEEREN, WEFEARNLERNZMT4.

3. The rights of the Contractor (the Plaintiff) should be and could be protected

I (RE) MG SR B R AR .

In this Case, because of the following reasons, we believe the rights of the Contractor (the Plaintiff) should be and could be
protected:

HAREH, AFTHRA, RVARELS (FE) OGN ZSHERP B ATRRE:

(1)  The Three Contracts were indeed performed, the Current Project had passed the examination and was accepted and
delivered to the School (the 1st Defendant) for use;

=HEREFKETT, PRIFCELBURIHZMNER (WE 1) FH;
2) The Contractor (the Plaintiff) made advance of the construction proceeds;
BIR (RE) BITEREL;
3) The Current Project was awarded by Shanghai City the “White Magnolia Prize” for its outstanding quality;
BRIBRBLOEMRAIEE ‘BEZX";
(4)  Title certificate of the Current Project is being processed,;
WERNBMNFPUEEEMESES;

(5)  The School (the 1st Defendant) was unable to pay the construction proceeds, and the Current Project is a public
service School and unfit to discount or auction as provided in Article 286 of the Contract Law. Therefore, the
Contractor (the Plaintiff) could not be compensated for the Current Project through discount or auction;

PR (WE ) TAXNIER, EAREREZR, #RIEET (BEE B2H/\TAFAENTE
i MIWBIRTE, w15 (RE) DEBTRN. AZFRIERE;

(6)  The Education Bureau (the 2™ Defendant) was the party who initiated the Current Project and the legal owner
thereof; and

BER (HE2) BHREIENITARLFRA; &

(7)  The judge is given the opportunity to exercise his discretion in deciding whether the Current Project is subject to
mandatory bidding.

EPRIEERVIHITBRIFZ N EE L, AEARTEEBREEN.
Based on the above, we have good reasons to believe that the Handling Principles in this Case are aimed for the protection

of the Contractor’s (the Plaintiff) rights. Otherwise, the following outcome could be inevitably reached: the Contractor (the
Plaintiff) with its own advance completed the Current Project with high quality, then delivered the same for use by the
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School (the 1st Defendant), and the Education Bureau (the 2" Defendant) eventually became the legal owner of the
Current Project but was unwilling to pay for the outstanding construction proceeds, with the Contractor (the Plaintiff) left
in a position where it could not be compensated as the means of discounting or auction was not available. This would be
obviously against the principle of “fairness and making compensation for equal value” as set forth in Article 4 of the
General Principles of Civil Law.

RAEULERR, RNEEBAERE, ARNLERURZZ2RFELIE (RE) ONE. N, BXAEpiX s —
BR: IG5 (RE) BITEASREMTH THRIRE, HEXNER (BE 1) £H, HER WE2 K&
AEZABESRERIE, MoWEPTINRNNIRER, BI1h (RE) BEBIHN. AR IRERE.
XMEFHEET REFEN BOFMEN “2F. FNEE" R

So how the Contractor’s (the Plaintiff) rights can be protected? Objectively, there are two ways: (1) to hold the Three
Contracts are invalid and the two Defendants have to take up major responsibility and should be held jointly liable for
compensating the Contractor’s (the Plaintiff) loss; or (2) to hold the Three Contracts are valid, the two Defendants are
jointly liable for paying the outstanding construction proceeds.

M4, MARPELIT (RE) WNR&ER? 2R ELARMITE (1) NE=HERER, —WERETIEFIE,
EFEREELS () BRE F (2 NE=ZMEREN, “HEEFREIN TRIRNTE .

With way (1), there are 2 problems: [1] the judge has to draw a line to apportion the respective responsibilities between the
Contractor (the Plaintiff) and the Defendants. If the judge considers both sides have contributed to the outcome, it would
be a difficult task to decide on the proportion; if simply holding the two Defendants are wholly liable, it would be
somewhat unjust as the Contractor (the Plaintiff) obviously also contributed to the present outcome; and [2] the title
certificate of the Current Project is being processed; if the judge holds the invalidity of the Three Contracts and the title
certificate is completed later, this would result in the invalidity of all Three Contracts yet the legitimacy of the Project,
clearly this would be inconsistent with any legal principles. With way (2), the problem only hinges on the exercise of the
judge’s discretion in holding the validity of the Three Contracts and in determining whether the Education Bureau (the 2™
Defendant) is jointly liable. Obviously, way (2) is simple and operable and is adopted by the judge in this Case.

& () FERNEA: NDEERESERMENGNTE. MRAERTGIIETE, BATELBRENS;
WMRINE ZWEFRBLIIRE, REEROERE, RLAPEMBENFPUEEAENELRES, MIEEAE=H
AR, MREMET L, BLABERFREFALIMME X, XE5EEREG. 7% (2) NEOBRSEE
WTBITEAHAEPCRNE=RDERBAREER (S 2) ERFEERTE. BR, HE (2) HRA
BATRIEN, AREBHRERXATHRE (2.

4. Interpret the wordings in the judgment

HRTETER IR AR

How should it be interpreted that in the judgment of this Case, the judge does not specify whether the Education Bureau
(the 2™ Defendant) is jointly liable? According to our experience, if the court holds that the liability should be shared
liability, then the judge should specify in the judgment the respective liability portions of both parties; if it is joint
supplemental liability, the judge should likewise specify the same in the judgment. Otherwise, the judgment could not be
enforced and this Case may become a misjudged case and the Contractor (the Plaintiff) could apply for rectification
through retrial proceedings, but it would be a great risk for the judge if this should happen. Therefore, the wordings in the
judgment are putting both Defendants to be jointly liable, so there is no need to distinguish the liability portions of the
Defendants or the sequence in which they are liable while enforcing the judgment.

HEARHRP, ZERAERHER (B 2) SEREEFTE, MANMER? REFERNNEK, MREEHR
ERROTE, AERNEFRF SRR NFEGER; MRBEEFTHRTE, ZEENEFRBER. EN,
RERFIRPOGRITERIIT, MARER. K175 (RE) JUBEHFEREFHITYE, INFEBRIEF
BABNE. FHit, ARFIREXMEFEE RS ERBESTE, ERTHPEABRS NG T ERMRER
BRENSEIRT.
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Risk Management:
REEEER:

To our understanding, contractors are often placed in an inferior position when it comes to signing of a construction
contract, but upon summing up this Case, we believe the Contractor could exercise risk control in the following aspects:

BMNER, BRITESITTRIASSENEELTSE, BEaER, BIMPANEIIERTIAENTIEHET
M= :

1. To sort out the relationship of the Three Contracts

BIi=H&aRrXR

The Contractor should avoid signing a supplementary contract before the main contract. Even if the Contractor has to take
this way, it should avoid using descriptions such as supplementary agreement or supplementary contract as they would
give rise to different interpretations. The Contractor should add in a provision of “Entire Agreement” in the Construction
Contract so that all matters could be regulated uniformly and completely, and at the same time declare the previously
signed Supplementary Agreement and Supplementary Contract to be superseded.

LG NRERBEAZIIHAEGE, BRITEEE. WRAEEMAZ, BAREXA KRB X <HFTEED
XEMNER, URSEEX, FEE KGEIEREY HigN ‘TR (entire agreement) &R, F—xith
AEMBFE, BERFERERAZITH GFTBID M GHTEER> HEEUKR.

2. Evaluate the legality of the project and whether the title certificate could be properly obtained, and use every
possible means to sign the contract with the party who initiates the project.

THER B & AU R R A UMEFROE, RAESZMAZITEE.

If the title certificate of the Current Project could not be obtained, it would affect the confidence of the judge in protecting
the rights of the Contractor (the Plaintiff). Under these circumstances, the Contractor (the Plaintiff) should litigate as soon
as possible and in any event before the unfavorable outcome of the process of title certificate becomes crystallized.

MRBSRIBRTENEFIUE, REIWEERPELS (RE) NENELC. ARERT, BIH (RE) K
HEIEDEFPUEE SR AR RIER.
3. Assure quality of the Project
RIELERE.
The fact the Current Project had won the “White Magnolia Prize” could contribute in putting more confidence in the judge

in protecting the rights of the Contractor (the Plaintiff). If the Current Project has a serious problem in quality, the judge
may form the view that the rights of the Contractor (the Plaintiff) should not be protected or only partially protected.

BRIBRE ‘AEZR QEMABERIPELL (RE) SanfEo. IRPEIENREFESEGE, X
BIBEWREIAARIS (RE) MRETNEREF, HENEBARF

4. Strengthen risk control in the course of performing contract, and keep all relevant evidence.

nsas RETEREPRXRIZS, REMEXIEHE.

Performance of contract is one aspect of risk control. The Contractor (the Plaintiff) paid much attention to legal risk
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control while performing the contract and kept some key evidence in supporting its claim, for instance, the Certificate of
Delivery for Use, and the Letter of Commitment provided by the School (the 1st Defendant) regarding quality bonus and
construction period bonus.

SREBTRZERNKENNS—FmE, EIH (FS) ERIERSRBITIREHRAEENKES, RE THEBX
FEIFIMERKABIEE, SR IEN CHMERIERAY. 28K (g 1) EENXTREZM IR GRig
Hy &%,

Notes:

e B

1. The following engineering construction projects which take place within the territory of the People’s Republic of
China shall be subject to bidding, including reconnaissance, design, construction and supervision and procurement
of important equipments and materials related to construction:

EREARAMEEA#T T TEZRNB QFENENER. RIT. L. BEURS TEEREXHN
BRRE. MREHNRE, BIETBR:

(1)  Major infrastructure and public utilities involving social public interest and public safety;
REEMIENE. AAFLEXRELSAHFE. ARRL2NIE;

(2)  Projects which rely in whole or in part on state investment funds or state raised funds;
EMHERIMEAEERERELEDRBMENTE;

3) Projects which rely on loans and subsidized funds from international organizations or foreign governments.
EAE AR EIEBFER. ERESNTE.

The precise scope and scale standards of the abovementioned projects shall be formulated by the Development
Planning Department of the State Council together with other related departments of the State Council; the same
shall be submitted to the State Council for approval.

BT FI I B A ASERFIERE, AESRARITIFII2EESHRA X IHIT, RESHEIE.

Where there are provisions of scope of other projects subject to bidding in law or by the State Council, such
provisions shall prevail.

ERREE SR IH TR E MBS EEEREN, KREME.

2. If the principal fails to make payment as provided, the contractor may urge the principal to make payment within a
reasonable period. If the principal fails to pay when it is overdue, the contractor could negotiate with the principal
to sell the project on a discount or to apply to the people’s court for an auction of the project in accordance with law,
unless the project is unfit for discount or auction. The outstanding construction proceeds should take priority to be
paid out of the proceeds of discount or auction.

ROARERBAERINNTRN, REATUMESLGAESEBHARASNNR. REABBARIMNN, B
RBER T REAMERTEN. AN, REATUSREABCRZ IR, MARIEARE
Bz TRRfCARSE. BIR TREMNFEIZ TN SHERSINNRMEZER.

3. Civil activities should be in compliance with the principles of voluntariness, fairness, compensation for equal value

and good faith.
REGHNLEBER. AF. FNEE. WELEANEL.

10
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4. Civil activities should be in compliance with law; where there are no express provisions in law, state policies shall

prevail.

REBENDIETER, EZERBENEN, NHETERBK.

5. The scope of public utilities involving social public interest and public safety includes:

REHSAHFTE. ARREN2AAEVINERSTEEE:

)

2

®3)

(4)

()

(6)

Municipal engineering projects such as supply of water, electricity, gas and heat;
ok, iR fHS. HAETHRIRERR;

Projects of science and technology, education and culture;

R BE. XhEmE;

Projects of sports and tourism;

HE. wEEME;

Projects of health and social welfare;

PAE. HLBHERR;

Commercial residential buildings, including economically affordable housing;
AREE, BREFERER;

Other public utilities projects.

Hfth AL IE.

Risk Reminder

o 2

Land-use Right Grant Premium Price Could be Adjusted which is Lower Than the

Minimum Price Set by Regulations
et B AR SR T B AR PR AT R T

Dennis Deng - Senior Partner
KA - FHEAKA

yongguan.deng@dachengnet.com

According to Article 3 of Supreme People’s Court’s Interpretation on Application of Laws for Trying Cases Regarding
State-owned Land-use Right Contract Disputes, (Effective from August 1, 2005, “the Interpretation™), if the state-owned
land-use right is transferred through agreement and the transfer price is lower than the minimum price stipulated by the
local government in accordance with national regulations and rules, the price term in the land-use right transfer agreement
shall be deemed invalid. It should be upheld that the transferor requests the land use right grant premium to be paid at the

11
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market price evaluated at the time when the contract is concluded; if the transferee does not agree to make up the
difference between the agreed price and the market price and asks to rescind the contract, it should be upheld. The parties
shall be liable to the losses arising therefrom in accordance with their corresponding faults respectively.

R ARZER G THESREA L ERNEEUS REEREREBMAIFERE> (2005 £ 8 B 1 B2k,
BY) B=FZME, “WRAMYHILET RSN ES LEANNHILLSRTITZEEN SHBHRRE R
ERENRENN, MZOAELHEANE LS EAZHNNEFRLR . SENERRRITZE BN HITE
MEZPHLMFERNEILEH, T3, UL TAERRBRHHIEHENENE, BREREEN, N1
FEMERAIIRE, HHEANRRIERERE.”

The transfer price is determined by many factors. Due to investment promotion or other reasons, the local government
often gives preferential treatment about the transfer price. However, the personnel change of the local government and/or
the shareholding structure change of the transferee might motivate the local government to re-consider whether the agreed
transfer price is reasonable. According to Article 3 of the Interpretation, the local government, as a transferor, may file a
claim to request the transferee to make up the difference of the grant premium. So in the process of merger and acquisition
of equity interest, the acquiring company should investigate whether the grant premium price of land-use right having been
obtained by the target company through agreement is lower than the minimum price as stipulated by the local government
in accordance with national regulations and rules. If it is, the M&A deal purchase price might need to be adjusted or some
risk prevention measures need to be taken.

THERAREILLEMNBES RS EER, HABNN TRIBHSIARELTEMRER, £EcGEHitS5ES
FTRIULTHME. B2, SHBFNAZENUARZIEHTRRNEENX AT RESHBFEREEINNLLS
2EEHE. RIE BB NE=F, EAHILETNSHBBETLUREIRR, ERIUEHTHEHILESENETS. B
e, ERAFET, HBEHHEEEERARBIHIE TSN I MERNN I SNMREERTFEITSEN
HHBARRE RN ERBENREN . WRETZRREN, HFEEZEEEFH BN R IREAEN A KB TR

Conclusion of Experience
23 &

Matters to which the Developer Shall Pay Attention When Fixing the House Involved
in the Course of Proceedings

TFRBEVFATRE T 4B R b5 B NER R &
Dennis Deng - Senior Partner
ARAE - HEAKA

yongguan.deng@dachengnet.com

As cases involving disputes over the quality of residential commodity houses will, more often than not, make the developer
obliged to fix the houses involved therein in the course of proceedings, proper handling of the matters encountered during
the fixing work can be highly relevant to the final judgment following the hearing. According to our experiences, the
developer is expected to pay attention to the following matters:

ERmERELADRAD, FLAEEFTREFAIEPEEYIREE. EHLBRESIRPBIINGHR, cE5H
TR EELER. RERNNER, FLETEIRATE:

12
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1. Owner’s Tactics

b 3 Y SRS

For the purpose of gaining the advantageous position in the lawsuit, mostly the owner may ask the developer to fix the
house before suddenly filing a lawsuit, expecting that the messy work site will leave a bad impression on the judge as a
way to obtain a judgment in his favor.

ATERRFRESANMAL, WEFFEFRILFLEHITLHER, EEETREPERRIBRIFL, MHIRETHEN 4
BIFREZEB TEERFNEOR, REEZEHREEEFITACHFIR.

2. Fixing in the course of proceedings

IRIA 2R R4 E

The developer shall do whatever it can to request the judge to specify in the transcript of hearing that the fixing work of the
house involved in the case shall be started in the course of proceedings so as to realize the following objectives:

FERBERAREERAEEEFERTRECRIASEFI IS RERITERE, FLIIAT B

1) To avoid increasing the losses and mitigate the compensation liability of the developer

BRY KRR, BEFREHEERE.

Some quality problems may affect the proper residence of the owner, while some others may have been detected
prior to the occupancy of the owner who, therefore, left the house vacant thereafter. In this sense, to restore the
house to its normal using standard by fixing it as soon as possible can avoid increasing the losses. Particularly, in
those cases that can constitute the delay of house delivery, the compensation liability of the developer can be
largely mitigated.

ANREDBZEY EEE, ANREBREARELEIANEZALIN, LEEH—EREAFE. B, B
REESRERAZATAEBFERRORES, TRUBRY KIRK, Rl 2E AT UAMBERRZEN RS, 7
ARRHIETF R BRI =33 E

(2)  To reduce the pressure on the judge and lower the lawsuit risk
HIREBEN, BORARE.
If the house involved in legal cases has been in a situation that it can not be normally used for long, the judge
thereof will assume great pressure. It is particularly true when it comes to series cases. In this connection, the
possibility of the judge making the judgment in favor of the owner is higher. Hence, the developer can strive to be

in an advantageous position in the course of proceedings and reduce the compensation amount by fixing the house
as soon as possible.

MRS REBR—ELTLEEBFERIRE, FAHRERIIEMF, FERARKESN, REFTHEEL
BRTUHERHFR. RIREEZFRERE, FLABUUFRENIRAMA, RRBEE.

(3)  To correct the preliminary determination on evidence of the judge

A IEE BRI R AV H i
The owner may usually tend to exaggerate the losses incurred by the quality problems, while the determination on

13
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the relevant evidence is largely based on the judge’s discretion. Therefore, where the developer can get the house
involved in the case fixed within a short period of time, or the developer can even prove that the quality problems
do not exist at all in terms of engineering standard, the judge’s confidence in the evidence provided by the owner
will be affected, and the judge may be inclined to make the determination on the evidence in favor of the developer.

WFFFLSWMAREEBMERNIRK, BRLBWAEERKEE LB AENEBEREN. WRAR
BRREZFIRER, EEMNTREAZIEHELBIERATEFE, BSPMEEX W EIHENEE, M
A B EH AR TH LK ERIEEIAE.

What are the specific matters the developer shall pay attention to during the fixing work then?

A, FFERBELEENROTRPLE Bl @ IE?

)

@

Preparation for the fixing

O3

If the owner has not used the house involved in the case, the developer may opt for obtaining the key of the house
for the convenience of the fixing work, and on the other hand for avoiding the sudden abruption by the owner who
may file a lawsuit thereafter on the other. However, if the house has been occupied by the owner, it is highly
recommended that the developer may not hold the key so as to avoid the disputes over the damage of the articles in
the house.

MRVEFHRERSRER, FABUUEEZISREREMNAR, DUBREBINFIERE, TRIERL T
RAUTERE, REIFR. B, MRLFEEANE, %Eﬁ?ﬁ%z—gil EEEMNPZR, UR2LEYE
BRI ER 2.

Besides, the developer should request the owner to clear the site of fixing work, e.g. when fixing the water leakage
in a certain room, even if the work can be done without removing the furniture therein, the developer should also
make such request to avoid any disputes over the damage of the articles. If the owner insists in not doing so, or is
objectively unable to do so, all the articles that cannot be removed should be sealed, and the fixing work shall be
done in the presence of the three parties, namely the developer, the owner and the property service agent. Please
bear in mind that as both parties have commenced the lawsuit, it is possible that any undesirable things might
happen at any time.

FH, FRENERN TRHEBINZERTS. Fl, MRENEEZK, EEABERGRABILL
BHITHE, ARFENERIFEXMEEBEE, URLEMRRATENLS. NRIFREREE,
FEEN LA, WERMEREBENYRM LR, HFEEFLE. LERMIIYAR=THEHN
BT HITHRS . t)]fl:‘ BARWT EZFEIFIL, EARRIRAFBEREURRE

To record the process and result of the fixing work in detail so as to keep relevant evidence thereof

S REMGERESHR, B THENIEE.

First, the developer shall ask the property service agent to be present at the site of fixing work. Secondly, the
developer shall record in writing such specifics as the starting time, ending time, work contents and quantity,
reasons for the failure of the fixing work delivery etc. on each occasion of the fixing work. The developer shall also
take photos of the fixing work site, and request the owner to sign on the said record for confirmation. If the owner
refuses to sign on it, the developer shall ask the property service agent to do so.

B, FEABENERLARBEEIIGHTIEIE. X, FAE—EEZEUBEEAFMCRERERZHN
FHaRE ERESE. THERE. TR TrEENRRSED, RBEHENGNRA, FERLER
FIA. MR EIEHZEFHIA, WEXRYWARZFIER.

14
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(3)  To strictly follow the requirement set forth in the transcript of hearing when delivering the fixing work and do not
act beyond the scope of the fixing work without careful consideration

FIERRERERNERETHE, BHTERWAERZER.

Generally the judge will detail the contents of the fixing work in the transcript of hearing, but more often than not,
the owner will require the developer to fix other items beyond the scope specified in the transcript of hearing. For
instance, although in the transcript the judge may require the developer to fix the upper hose to address the quality
problem of water supply, yet the owner may require the developer to dig out the sewer pipe for check. Under such
circumstance, the developer shall ask the owner to make the requirement in writing specifying that if the quality
problem of water supply does not result from the malfunction of the sewer pipe, the fee relating to the digging out
work shall be covered by the owner who may also choose to make the payment of the said fee by deduction from
compensation amount.

EERSEEFRERPIFEMEPLEECHAR. BHEEEETRED, LIEERBRALFECZERETEZ
SMNET . BN, SEBEEERPERALEFEE LKEE, UBRERKRERB. BdFNERFLE
BTKEEDEZEAEE. EXMERT, FRHNERUETPERHER, MREKKREEHHENEZHT
KEB ORISR, BANFHNFETKEEFZNER, HAMERSIPMER.

(4)  Toavoid detection of new problems

S R BUETHI )

In a certain legal case we have dealt with, according to the transcript of hearing, the developer was required to fix
the upper hose in the basement, but upon the said hose having been dug out, the worker dug further under the
requirement of the owner. The result is that a large amount of construction debris were dug out, based on which the
owner believed that the overall quality of the house was doubtful, and made other requirements thereafter.
Therefore, the above circumstance seriously affected the judge’ s impression of the developer.

Eﬁm%ﬂ%—¢$#$,mﬁﬁﬁ%iwgﬁ,%ﬁ%%$%WT$%t*%ﬁo@§ﬁ%Aﬁaﬁﬂ
EREEZE R, MTRELTMNEREE[ATIZ. R, TEHINREEZ T HK, WEREIAAE
AFFMEE%%@E,RhﬁTE%EX BR, FEXNETEBENFLEREIR.

3. Handling procedure and the role of customer service agent

AERFSERNAE

Upon receiving complaints for quality from the customer, the customer service agent may not handle it in a hurry. Instead,
the agent shall inquire the case in detail and report to the company management as soon as possible. The engineering, legal
and customer service personnel then shall meeting to find out the facts and the cause of the case and work for a solution
plan. Finally, the said personnel altogether shall initiate consultation with the owner for solution.

B FAERRIFFREOAN, FRAEITRE, MEEATRER RREALXSERRLHKR. RE, TE.
EFMER=ZFAR—EWNE, EREFEEMRSRE, HEITRRLTR. &E, I8 ZFNER=TARLE
Bl E iR,

Prior to the dispute, the role that the customer service agent has to play is service provider for the owner. Upon the
occurrence of the dispute, however, the role of the agent, instead of being the service provider, will be the developer’s
agent who may negotiate the solution with the owner. In this sense, the agent shall pay his/her attention to the following
instructions:

BAUADEEZH, BRNACEAVERS, BIYUNREZR, ERIFAHERFAR, MEEAFLENT
EAR, SN EHERAUL . AL, BRAEEUTEI:

15
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To promptly report the complaint from the owner to the company management rather than solve the problem on
his/her own part;

RIRA AT ERRCRLENRF, FTEBSEBREEA;
To be polite when dealing with the owner prior to or during the lawsuit and to refrain from arguing, particularly

from disputing with the owner in an effort to avoid intensifying the conflict even leaving any unfavorable evidence;

FEIFRBAMIFIASRRPHEZUIER, FESWEAE, EAESFW, URBLTFEEERALURE;

To strictly follow the requirement set forth in the transcript of hearing rather than follow whatever instruction from
the owner.

EHEIRFTRETERERNER, ARV FHT AR L.

It represents a systematic program to solve the disputes over the quality of residential commodity houses, and fixing
service delivery in the proceedings constitutes a crucial part thereof. To that end, different functionaries of the developer
are expected to work in coordination and make conscious efforts to act pursuant to the relevant procedures. Only by doing
so can the developer expects a promising result of the case in its favor.

BATREREBLUHR— I RAELRE, FAUETNECRE—ERLTE, FEALKBNENEHIIME—, ™
BIKRIEFITE, ZHTREERFEEFTFACHNTARE.

Industry Dynamics

K5 &

Notice of the Ministry of Commerce on Administration of Filing Foreign Investment in Real Estate Industry
Effected as of Jul. 1%

(PSR THIF SRS R =& RTAEMES) 87 R 1 Bl

The Ministry of Commerce begins to entrust departments of commerce at the provincial level to check the materials
for filing of foreign investment in real estate industry and then the general offices of the people’s governments and the
departments of commerce at the provincial level jointly submit the same to the Ministry of Commerce for filing.

BEHFRERERAFFEER], WINFRABFM™ L EZMRHITERY, HFAERARBNSALTNE
FESEEMIIHEREFFHER.

The sample Contract for Grant of State-owned Land Use Right for Construction Effected as of Jul. 1%

(ERBRAMMEHBUIESR) AR 7 A 1 B

The sample Contract stipulates that the time limit of the commercial residence development shall not exceed 3 years.
Conditions for land employment such as total investment in development, building area, height limit, maximum and
minimum limit of building density, maximum and minimum limit of greening rate of the project on the land parcel

16
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shall be clearly specified in the transfer contract.

TEXAMEFMEITHARNBAGE 3 F£, &XIJHILESEN, TERHES R ERIRIEMFLIRE
BEL ERER. BRRS. BRNEERSRESRMERST. SithREE RS RITREE T HhF A&t

>  Measures on Housing Registration Effected as of Jul. 1st

(FRERIMNE) B7TH1HESLH

The Measures establish and detail the register system, define the register as the fundamental evidence pertaining to
the ownership and content of the property rights and specify the content and form of the register, review
responsibilities of the registration authority, and the registration type provided by the Property Law.

ZIERIAMAL T EICHETIE, BT EICERYPVIBARANRE. EILENREIERX. Fiehx
BB IR AR IBCEM ENEIC K,
>  Standards on Land Development and Preparation to Be Stipulated

TIEEEpRAERS I B

The Ministry of Land and Resources will stipulate the Engineering Construction Standards of Land Development and
Preparation which specify the work of land development and preparation and then it will tackle the problems
concerning shoddy preparation and lack of standards.

E LG G AE LRI TIER LA LEIBTIEEREY, BRI L EEIE i Z AR EFIL
RFEIFE A

> Urban Citizens Not Entitled to Registration of the Righ
Sites and Tenement

R R BN K b B G FE R RS

The Ministry of Land and Resources determines to speed up the work of issuance of registration certificate of the
right to use house sites in the rural area. Urban citizens shall not be entitled to registration of the right to use house
sites when purchasing farmers’ house sites and tenement.

B T ZRHREMRAIANEREANECLIETE, NTHEERBWIRREREMLEEN, BFRATE
EHfEANEIC.

>  Ministry of Land and Resources enacted Measures for Administration of Increasing or Decreasing Linked
Experimental Places of Urban and Countryside Construction Land

- FRIERHAN (kS & B IR R B MK

The Measures stipulate that the project area shall be set up in the administrative region of the experimental cities and
counties and the meeting place of the urban area and country area is preferred. For better implement and management,
new buildings parcels and demolishment parcels shall be relatively close to each other and basic farmland shall be
avoided.

ZAAIEY, EREAERAT. ETERERRNRE, MAZERESESHTHK, A XNEHMNITETR
A, EFSRMERE, FEEEAKE.

>  Regulations on Administration of Foreign Contract Project to Be Effective as of Sep. 1°

17
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(AR TREEEAH) 59 R 1 HELH

The Regulations provide for foreign construction projects contracted by Chinese enterprises or other units, including
the obtainment of qualifications, activities of foreign contracted projects, and relevant legal liabilities, etc.

FHIXhE W HERMBARGENERTENEEENE, SERREE. XINREIEERUNMERX
ERTHES.

> Civil Architecture’s Energy Savi ngresRentiplucobnanoditphousessas pr o mu
shall be marked with the indication of energy consumption

RABHITRAGIAM FRM S =R

Civil Architecture’s Energy Saving Regulation, which was promulgated by the State Council recently, will come into
force as of October 1, 2008. The regulation provides that real estate enterprises which do not expressly disclose the
energy consumption indication of the residential commodity houses sold to the buyer will be subject to penalty.

ESBn MmN CRABNTEESRGD KT 2008 £ 10 A 1 BT FEME, REMEZARTHES
R R RUHFETE RN Bt P e W S R4 5T

» The new Standards for Jurisdiction over First Instance Trials of Civil and Commercial Lawsuits will be
enforced in Beijing

EHFR AT BT — o R R R

The courts at all levels in Beijing is expected to enforce the Standards for Jurisdiction over First Instance Trials of
Civil and Commercial Lawsuits of the Superior People’s Courts and the Intermediate People’s Courts of All Provinces,
Autonomous Regions and Municipalities Directly under the Central Government across China from October 1st,
which was promulgated by the Supreme People’s Court on 31st March 2008. As a result, a large majority of the
lawsuits will come into the jurisdiction of the people’s courts at the basic level.

ERBFHRERELE 10 A 1 BRBTREARZER 2008 F£3 A 31 HAHKN 2E&E. AR BT
BRARZRIPEARZREREE —FRFERMOE, RSURMGPREEARERER.

The Superior People’s Court of Beijing Municipality shall have jurisdiction over the first instance trial of the civil or
commercial lawsuits with the subject matter of action at a value of at least RMB200 million, and the first instance
trial of the civil or commercial lawsuits where the place of domicile of one party is outside of its territorial jurisdiction
or where a foreign, Hong Kong, Macao or Taiwan element is involved with the subject matter of action at a value of
at least RMB100 million.

ERTERAREREFRIMFNREART 2 ZTUENE—FRBEFRG, URFMMREART 1
LA EESEA-TGERMMAEAERRE SN FERENE—FREEENF.

The two Intermediate People’s Courts and the Beijing Railway Transportation Intermediate Court shall have
jurisdiction over the first instance trial of the civil or commercial lawsuits with the subject matter of action at a value
of at least RMB50 million, and the first instance trial of the civil or commercial lawsuits where the place of domicile
of one party is outside of their respective territorial jurisdictions or where a foreign, Hong Kong, Macao or Taiwan
element is involved with the subject matter of action at a value of at least RMB20 million.

PR RARZER. RSB P IOARERFIAMTNMEART 5000 Gt ENE—EHREEREMF, U
RIRIARI B AR T 2000 FTiA E B HEA—FEMMAERBERIESIN TERONE—FRBEER
o
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