Note: This English version is just unofficial translation of the Khmer version, and is provided by
the Legal Advisers for reference only. Neither Legal Advisers, translators, JICA, its officials nor
officials of MOJ shall not be liable for any losses, expenses, and/or damages caused by this

translation. In case of transactions, please refer the official Khmer version

THE CIVIL CODE OF CAMBODIA

Table of Contents

BOOK 1 GENERAL RULES ..........ccoiriiriirieniieteetetestesaesseessesseessesssessesssessesssessssssesseessesseessesssensanns 9
BOOK 2 PERSONS ......covieiiientenieetenieertesitetesieesae st e saesseesbe st e sesasesaessbesaessnesaesssessasssassaessesssensanes 9
CHAPTER 1 NATURAL PERSONS . . . ... .. e 10
SECLION . LEGAI CAPDACILY ..uveoeveeeeeeeeeeeeeeeeeeeeeeeeeeseeeeaeseeeeaansiesesiassassssssssesssssss 10
Section Il. INAiVIAUAL RIEAES ...c.ooceeeeeeeeeeeeeesieseeeee ettt esttesiesteaieeisesisenssens 10
Section I1]. Mental CAPACILY..........ccoeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeseeeeesseeeeaiseesessssssssssssses 11
SECLION TV. CADACILY LOACK.uccuneaaeeeeeeeeeeeeeeeeeeeeeeeeeeeee et eeeeeetesetseaetasseisesssnans 11
SUD=SECEION 1. MiNOTS ..o 12
Sub—section I1. General Wards ..........cccooieiiiioiiiierieeee e 13
Sub-section I111. Person under curatorship......cccocoviiiiiiiiciiiniiciieee, 14

Sub-section IV. Protection of Parties to Transactions with an General Wards

............................................................................................................................................. 17
Sub-section 1. Management of Property in Abstencia.........cccccovivviiiiiiiinnnnnn, 17
Sub-section 11. Declaration of Disappearance...........cccceoievieniircreenieenneennnn, 19

Section VII. Presumption of SImultaneous DEath .................cccoeeeveeeeveveevveaeeveereveanenn, 20

CHAPTER 2 JURISTIC PERSONS . . ... ... ... e 20

S€CTI0N I. GENEral PrOVISIONS ...........ccuccceuveeeueeeeereeseeseseseeiseeesseseesesesssesessesassssssssesessssnens 20
Sub-section 1. Definitions, Types, and Principles of Incorporation........... 20
Sub-section I11. Name of Non-profit Juristic Person..........ccccoovviiviiiinnnnnns 21
Sub-section I111. Registration of Incorporation.........cccocoviiiniiiiiiiiiiniiinnnnn, 22
Sub-section IV. Permanent Residence of Juristic Person.........ccccccoevvivinnnnnns 23



Sub-section V. Registration of Foreign Juristic Persons........ccccoeeeeeeeeeeennnnn. 24

Sub-section VI. Management and Administration of Juristic Persons............. 25
Sub-section VII. Dissolution and Liquidation.......ccccooevviiiiieniiiiiieniiecieeneen, 28
Section 1. Incorporated ASSOCIALIONS ...............ccveeeeeeeiereeseeeesrereeseeeessesessiseesseseeseseessenens 35
Sub-section 1. Limited Liability Incorporated Associations..........cccccoc.... 35
Sub-section I1. Unlimited Liability Incorporated Associations.................... 44
Section I11. Incorporated FOUNALIONS.................cccvuveeeveeseeeeerieeceeeeerireseeeesieeeesireeisenns 49
BOOK 3 REAL RIGHTS ......ooeiiiiiieieniteiee ettt sttt s s b s se e s s s e b s s esaessnesanssnasaas 52
CHAPTER 1 GENERAL PROVISIONS ... .. ... ... e 52
SECLION I, TRINGS .ot etee et etaeata et e eseseetsaatssaesesessssans 53
SECLION 1. ROAI RIGALS........oooceveeeeeeeeeeeeeeeeeeeeeeeeeeeeeaeeeeeatseseaistasessssssenssssss 55
Section I11. Creation, Transfer and Alternation of Real RIgALS ..............c.cccveeeeeenn.... 56
CHAPTER 2 OWNERSHIP . . .. ... e 57
Section I. Nature and Scope 0f OWNEISAID. .............cc..ceeeeeeeeeeeieeeeeeieeeeeiireeeeeiieeerssiseenns 57
Section IV. Relationship Between Adjacent Propertios ................cceeeeeveeeevvveeeveenen.. 59
Section V. Right to Demand Based 011 OWREISAID..............cc.cccvveeeeeeeieeesiieaeeeeeeveeiaennn, 62
Section VI. Acquisition Of OWREISAID ..........ccocecveveeeeeeeeieeeeieeerieeeeeieeeieesiieeesieseisesesiseaens 64
Sub-section 1. Acquisition of Ownership over Immovable..........cccccoomvriirnnnnnnnn. 64
Sub-section 11. Acquisition of Ownership over Movables..........cccccoovvrinrnnnnnnn. 71
Section VII. JOINt OWIOISHID .........cccuveeeeeeeeeeeeeeeeeeeeeeeeeeseeeeeeseeeeesseesesssessessisssssssssssses 76
Section VIII. Indivisible Joint OWRNEISAID.............cccoceeeeeeeeeeeeeeeeeecieeeeeiereeeeeiireeeesiiseenns 78
CHAPTER 3 POSSESSORY RIGHTS . ... ... ... .. e 81
S6CEI0N [, GONETAI RUIES .......c..voeeeeeeeeeeeeeeiesiesieseea et esttesstessiasstesstsessesssenssens 81
Section IX. Rights to Demand Protection of POSSESSION..............ccccccevveevveeeeeeerevearenn, 85
Section II. Protection of Special Occupants of Immovable ...................ccceeeveveeveveannn.. 87
CHAPTER 4 PERPETUAL LEASES . . ... ... ... e 88
CHAPTER 5 USUFRUCT . . . ..o e e e e e 91
CHAPTER 6 RIGHT OF USE AND RIGHT OF RESIDENCE. ......... ... ... .................. 96
CHAPTER 7 EASEMENTS . . .. ... e e 98
S6CEI0N [, GONETAI RUIES .......c..voeeeeeeeeeeeeeiesiesieeeeta e ettt esstessiasstssstssssesssenssens 99
Section I1. Fasements and ProSCriptiOn................ccceeeececeeeeeeiieeeeesieeeeesieeeeesssreseesinen, 103
CHAPTER 8 OWNERSHIP AND OTHER REAL RIGHTS OF THE STATE, BUDDT TEMPLES, MINORITY ETHNIC
GROUPS AND OTHER COMMUNITIES .. ... i e 105
CHAPTER 9 RIGHTS CREATED BY CONCESSION . ... ........ ... ..., 105
BOOK 4 OBLIGATIONS ......coueeeieieieiertenee ettt st esaeste e s sesaeebe st sae s e s b esseesaessaesnesaaesbessnensanns 105



CHAPTER 1 GENERAL PROVISIONS ... .. ... e 105

Section I. Causes of Obligation and Definitions of Several Concepts ........................ 105
Section I1. Types and Terms of ODIIGALIONS .........cc.oeeeeeeveeeieeeeeeeeeeeeieesiaeesieeesereenenn 107
Section I1]. Conditions, Time and Period...................ccccuuiiveeeeeeeeeeiaieeeaaesieeeaaaeesaaasann, 111
Sub=section 1. Conditions ......ccccevieiiiieiiiiieiee s 111
SUD=SECTION T1. TIME...oiiiiiiieiieieeee e 112
Sub=section 1. Period......cccocioiiiiiiiiiiiicieee s 113
CHAPTER 2 DECLARATION OF INTENT AND CONTRACT ............ ...t 114
Section I. Formation Of CONEIACE.............cecoveevvesivesivesiiesiiesiiesiesieesssesssesssessisssssssinsssns 114
Section I1. Defective Declaration of Intent and Validity of Contract......................... 117
Section I11. Invalidity and ReSCISSION .............ccueeeeeeeeeeeeeeeeesieeeeeeieeeeesieeeeesiiseseesensn, 121
SECLION TV, AGOIICY ...ttt e ettt eeeateseesassseeaiasssenaases 123
Section V. Contracts Benefiting a TRIFrd Party .............ccoooeeeeeeeeeeeeeeeeeeeieeeeesiireeeeennn, 129
CHAPTER 3 PERFORMANCE OF CONTRACT. .. .. ...ttt e e e eeen 130
CHAPTER 4 REMEDIES FOR BREACH OF CONTRACT ... ... ... ...ttt 131
Section I. General Rules Concerning Non-Performance ...............ccc.cceveeeeeeveeeeenn.. 132
Section I]. Compulsory PErformAnCe................cccueeeeeeeeveeeieeereeesereeisiseseseesivsesseseeenns 133
SECLION TI]. DAIIAGES........ovveeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeteeeeteteeeestaseseeeissessesssssssessasssenssses 134
Section IV. Termination Of CONETACE............ccucccveveeeeeeeeeeeeeieeeeeeeeiereeieeeisiseesiseesseseeennn 137
CHAPTER 5 BURDEN OF RISK . .. ... ... . i e 140
CHAPTER 6 EFFECT OF OBLIGATIONS TO THIRD PARTIES ......... ... .. ... ..., 142
Section I. Subrogation of Obligor’s Claim by ObIIGee..............cueeeeeeveeeeeeceeeeeeireeeaann. 142
Section I1. Rescission Right for Fraudulent ACts...............ccooeeeeveeeveeeeiveeceeesenaannn, 143
CHAPTER 7 EXTINCTION OF OBLIGATION . ... ... ...t ieeen 144
SECETON [ POFIOFIIANICE. ........oecveeeieesivesiiesiiesiiesieeieesisesitesisesisesssesssessssssssssssssssssssssssnnsses 145
Sub-section 1. General provisions regarding performance...........c.cceeuvennen. 145
Sub-section I11. Assignment of Performance ..........cccocovieviieiiiiiiiniecieeieeen, 149
Sub—section I1. Tender and Deposit........cccooerimiieniniiiniiienieeeeeee e 150
Sub-section I111. Subrogation by performance.........cccccooievieiiiiiieniiciecieeen. 152
SECLTON T1. SOU-OLF ...t 155
SECLION [1]. ROICASE ...ttt 157
SECLTON TV, INOVALION ...ttt 157
SECLION V. MOEGOT c......oeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeetaee e et eeestaseessssseessasssennnsses 158
CHAPTER 8 EXTINCTIVE PRESCRIPTION REGARDING CLAIMS ............................. 159
CHAPTER 9 ASSIGNMENT OF CLAIMS AND ASSUMPTION OF OBLIGATIONS .................... 164
Section I. Assignment Of CIAIIMS ............c..ceeeeeeeereeeeieeeieeeiieeereeeeieeeseeesiseeiieeesseseenesns 164



Section I1. Assumption of OBIIGALIONS .............ccoveeeeeeeeeeeeiieeereeessereeiieeseseeieeeesseseeennn 166

Section I11. Assignment of Contractual POSIEION..................ccoceeeveveeeievesieveaeeaasevannn 167
BOOK 5 PARTICULAR TYPES OF CONTRACTS / TORTS.......cccoeeieireeieeieereeeeeteeeeereesaesseeaessnesenns 168
CHAPTER 1 SALE . .. .. e et 168
Section I. General PrOVISIOIS ..........cccouecueeiereeeesiisieiesiesieeieeieeiesiteieesiesiiesiesiesinenaens 168
Section II. Parties to and Object Covered by Sales Contracts......................ccevuu.... 170
Section I11. Effect of Sales CONIACLS ...........ccccooeeveeeeeseesieieiieiieiesieesiesieiesieeein 172
Sub-section I. Obligations of Seller ... 172
Sub-section II. Obligations of BUYer ......c.cccoomimimiinininiininicccecccee 183
Section IV. Termination of Contract by Exercise of Repurchase Right....................... 185
CHAPTER 2 EXCHANGE . . . .. .. .. . o i et 187
CHAPTER 3 GIFT. .. . et e 187
CHAPTER 4 LOAN FOR CONSUMPTION . .. ... ... i e 190
Section I. Definition and Formation of Loans for Consumption....................c.......... 190
Section I1. Loans for Consumption WIith INterest ................ccoveeeeeveeeeeeeeeeeesiireeeeanne. 191
Section I11. Lender’s Obligation t0 LOnd ................cooeeeeeeeeeeeieeeeeeeeeeeecieeeeesiveeeeannn, 193
Section IV. Borrower’s ObIIGAtIONn 0 FEEULTL ...............occeeeeeeeeeeeeeeeeceeeeesieeeeesiireseeninsn, 195
CHAPTER & LEASE. . . . ..o it et et 197
Section I. General PrOVISIOIS .........cccccouecueeiesieiesiisieiesiesiieeieeieeiesiteiiesiesieesiesieneenaens 197
SECLION [1. EffECt Of LOASE. .....c..coueeieaeeeiesieeieeeeeese ettt 198
Section I11. Termination 0f LEASE..............ccccoceeeeesiirceeeiesiisieieeiieiesieesieseeiesiesieeien 201
Section IV. Profit-SHAring LASE..............cccoeeeeeeceeeeeeeeeeeeiseeeeesieeeeeeieeseesieessesssessesissns 203
CHAPTER 6 LOAN FOR USE. .. ... ... i e 204
CHAPTER 7 MANDATE . . . . .. . et et 207
CHAPTER 8 CONTRACTS FOR WORK . .. .. .. ... . . e ieeien 210
CHAPTER 9 CONTRACT OF EMPLOYMENT . ... ... .. ... . e iieen 214
CHAPTER 10 DEPOSITS . . .. . ittt et e eeeeans 215
Section I. General Provisions Relating t0 DEpOSILS ..............ccovveeeeeeveeeeeiieeeeeeiireeeeann. 215
Section I1. Mingling of 0bJects Of AEDOSIE ............ceceeeeeeeeeeeieeereeeeereesieesiaeesieeeseseenenns 220
Section I1]. Deposits fOr CONSUMPEION..............cueeeeeeeeeeeeeiieeereeeeiereeirieeseseeiieeesieseenenns 220
Section IV. Deposit of ObJect I dISPULE................cccceeeeeeeeeeeeeeieeeeeeieeeeeeieeeeesiiveseesinsn, 221
CHAPTER 11 PARTNERSHIP. .. ... ... e 222
CHAPTER 12 LIFE ANNUITY .. . . o e 228
CHAPTER 13 SETTLEMENT . . .. ... o e eeean 229
CHAPTER 14 NEGOTIORUM GESTIO. .. .. ... .. . i e eieen 230
CHAPTER 15 UNJUST ENRICHMENT . .. .. ... . . . .. e 232



CHAPTER 16 TORTS . . . .o e e e 233

BOOK 6 SECURITY.......eeiiiiieiieeeteeeie ettt e s st et e st e st e e s e e s st e s e e s st e s s ae e s neeesneaean 241
CHAPTER 1 GENERAL PROVISIONS ... ... ... i e eeen 241
CHAPTER 2 RIGHT OF RETENTION. ... .. ... e 244
CHAPTER 3 STATUTORY LIENS ... ... .. i e 246

Section I. General PrOVISIOIS ..........cccouecueeiereeeesiisieiesiesieeieeieeiesiteieesiesiiesiesiesinenaens 246
Section I1. General StAtULOry JIOI ..............oeeeeeeeeeeeeeeeeeeseeeeeeeieieeeeieeeeeeieeeeesiseseesiasn, 246
Section I11. Statutory lien Over Movables..............uccceeeeeeveeeeeeeereeeieeiieeeiieeasereenenn 248
Section IV. Statutory lien Over IMmOVADIES ..............ccueeeeeveeeeeeeeeeeeieesireecieaesereanenn 250
Section V. Order of Priority of Statutory lIENS..............ccccvveeeveveesveeseeesireeieeasiereanenn 251
Section VI. Effect of StALULOLY LTI ...............ccceeeeeeeeeeeeeeseeeeeesieeeeesieeeeesisveseessveseesnass 263
CHAPTER 4 PLEDGE . . . . . .. .. . it et et 255
Section I. General PrOVISIOIS .........cccccoueieeeiereeeesiisieiesiesiesieeieeiesitaitesiesitesiesiesieenaens 255
Section I1. Pledge OVer MOVADIE................ccceeeeeveeeeeeeeeeeeiieeerieeeireeeieeeisiseesiseesesennennn 258
Section I11. Pledge Over IMmOVADBIE ................coceeeeeeeeeeeaeeieeereeecereesrieasrireeiiveeseseenenn 259
Section IV. Pledges Of RIGALS ...........cccueeeeeeeeeeeeeeeieeeeeeeieeeiieeeiseetieeessiseesiseesesesesnn 260
CHAPTER & HYPOTHEC . . . .. ... ot et e 261
Section I. NAture Of HYPOLRAEC . .............cccceeeeeeeeeeeeeseeeeeesseeeeesiveeeesiseeseesisvessesssesenssssns 261
Section I1. Creation Of HYPOLREC................oeeeeeeeeeeeeeeeeeieeieeesieeeeeeieeeeeiiveseesiveseesiass 262
Section I1]. EHECt OF HYPOLREC.............cccceeeeeeeeeeeeeeseeeeeeiseeeeesiveeeesieeseesssvessesssesensssses 262
Section IV. Enforcement Of HYpPOtROC..............cccueeeeeeeeeeeseeeeeesieieeeeieeeeeeieeeeeeivesensnsn, 264
Section V. Disposal Of HYDOLROC. .............ccceeeeeeeeeeeeeeeeeeeieeeeeesieeeeesieeeeeiiveseesiveseesiass 265
Section VI. Extinction Of HYPOULRAEC................ccceeeeeeeeeeeeesieeeeesieeeeesieeeeesieeseessssesensinss 268
Sub-section I. Extinction upon demand...........cccccoomininnininininincicncccee 268
Sub-section Il. Extinction by prescription ..., 268
Section VII. Revolving HYPOLREC. ...............oeeeeeeeeeeeeeeeeeieeeeeesieeeeesieeeeesiveseessssesensnasns 268
CHAPTER 6 TRANSFER AS SECURITY. ... ... . e en 271
Section I. Definition of Transfer s SECULILY ...........ccveeeceeeeeeeeeieeeeeeeieeeeeeieeeeesiireseesinsn, 277
Section II. Formation of Security Interest Under a Transfer as Security ................. 278
Section I11. Effect of Security Interest Under a Transfer as Security ....................... 278
Section IV. Enforcement of the Security Interest Under Transfer as Security.......... 281
CHAPTER 7 GUARANTY . . . . ettt 282
Section I. Formation Of GUATANLY ...........cccueeeeeeeeeeeeeeeeesseeeeesseeeeesisessesssessesssssssnninsns 282
SeCtion 1. EHEct Of GUATAILY ............uoeeeeeeeeeeeeeeeeeeseeeeeeesieeeeeisveeeesissessessssessesssssssnsssses 284
Section I11l. INAEMNIICALION. ........c..coceeveeeeeieiieiieiisieeseeeeee et 287
SECLION V. SUDIOGALION.........cc.eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeteaeeetteeeeeesteeeeeiaseseessaseseennses 289



CHAPTER 8 JOINT OBLIGATION ... .. ... e 291

Section I. Creation of JoInt ODIIGALION ...............oeeeeeeveeeeeeeeeeeseeeeeeeeeeeeesieeeeeeiiveseeinsn, 291
Section I1. Effect of Events Occurring Regarding Single Joint Obligor..................... 292
Section Ill. INdeMNIfICALION. ............c.cccveeveeieeireiieesiresiiesiiesiiesisesteeseesssesssessissssnnsisnsses 294
Section IV. Subrogation by Performance ...................ccceeeeveeeieveesveeseeeseseeveeeesrereeenn 295
Section V. Other Situations Involving Multiple OBIIGOTS .............cccveeeeeeeceeeeeeireeaann.. 296
BOOK 7 RELATIVES .......cuiiiieieieniterienteseestenaestessessaesaessesaeesaessesssessesssassssssesssessessaessasssensanns 297
CHAPTER 1 GENERAL PROVISIONS ... .. ... .. e 297
CHAPTER 2 ENGAGEMENT . . . .. .. .. e 298
CHAPTER 3 MARRIAGE . . . .. ... ... e e 299
Section I. Formation Of MATTIAZE. ..............eeeeeeeeeeeeeeeeesseeeeesiveeeesiseeseesssveseesisessessssns 299
Sub-section 1. Requirements for marriage.......ccocoovevvienieiiecceesiecie e, 299
Sub-section I1. Nullity and Annulment of Marriage........cccccoomviivieniineneenen. 301
Section I1. Validity Of MAFTIAZE ...........ccceeeeeeeeeeeeeeeieeeeeeeeeeeieeeeeeeeteeesiseesieeesseseeesns 303
Section I11. The Matrimonial Property SYStOmM..............ccccueeeeeeeeeeeveeeeeeiieeeeesiireeeenenen, 304
Sub-section 1. The Contractual Property System.........cccooiiiiiiiiiiieniniiieennen. 304
Sub-section 11. The Statutory Property System.......cccoooviiiiiiiiiniiiniiiiiienen, 304
SECLION TV, DIVOICE....c.euieiiiiiiiiiiiiii ettt e e 307
Sub-section 1. Grounds Of DiVOrcCe......cccoovieiiiiiieiiicie e 307
Sub-section I1. Divorce Procedures..........ccccooieiiieiieiiicciieniece e 308
CHAPTER 4 PARENTS AND CHILDREN. . .. ... .. e 309
Section I. Natural Parent-Child RelationShID ............ccoveveeeeeeeeeeeceeeeeeieeeeesiireeeeennn, 309
Sub-section 1. General ProviSionsS........cccoccevviiiiiieiieiiieiiiesie e 309
Sub-section II. Determination of Natural Parents-Child Relationship....... 310
Sub-section 111. Acknowledgement..........c.cccooviiiiiiiiiiiiiiiee e 312
Sub-section IV. Suit Confirming Absence of Parenthood ..........c.cccceurnnennnen. 314
Sub-section V. Suit Seeking Confirmation of Maternity ........ccccoovvvrinrnnnen. 315
NI R I Vo (o) o 5 o) 2 B S 316
Sub—section I. Full AdOPLTioN......ccccooiiiiiiiieieeee e 316
Sub-section T1. Simple AdOPLioNn......cccooiiiiiiiieiiice e 319
CHAPTER 5 PARENTAL AUTHORITY ... . ... . e 323
SeCtion I. General PrOVISIONS ............c..cccueeeeeeeiereeeeieeseseeiiseesseeessesesssesessesessssssssesesesn 323

Section II. Determination of Parental authority Holder in Case of Divorce or

ACKNOWIEAGOIIOIIT ..........eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeteeeeeeeetetaeeaeaeeeeessssessseseeassans 324
Section I1l. Rights and Obligations of the Parental authority Holder ...................... 327
Section IV. Suspension and Divestment of Authority of Parental authority Holder. 328



Section VI. Suspension and Divestment of Authority to Manage Property................ 332
Section VII. Mutatis Mutandis Application of This CRAAPLEr................ccoueeereveerenn... 333
CHAPTER 6 GUARDIANSHIP . . . ... e et 333
Section I. GuardiansShip OFf MITDOTS...............ccceeeeeeeeeeeeeeiseeeeesieeeeeeieeeeesseeeeessvesenssass 333
Sub-section 1. Commencement of Guardianship of Minor .........cccccoovvveinenennnen. 333
Sub-section 11. Guardian of Minor.........ccoooiiiiiiiiiiiieeee e 333
Sub-section I111. Supervisor of Guardian of Minor.......cccccoovviinieniirenieennen. 335
Sub-section IV. Duties of Guardian of Minor.........cccooovievieiiiiiieniecieeieee, 336
Sub-section V. Release of Minor from Guardianship.......cc.cccecovvievieniiieieennen. 341
Sub-section V1. Mutatis Mutandis Application to Child of Minor................ 343
Section I1. General GUArdIANSAIP. ............c..ccceeeeeeeeeeeeeeeseeeeeesieeeeesieeeeessveseessseseesinss 344
Sub-section 1. Commencement of General Guardianship.........ccccoovevviervieenen. 344
Sub-section I1. General Guardian..........ccccccovviieiiieiieiiiceece e 344
Sub-section I111. Supervisor of General Guardian...........cccecevveviervieeneennen. 345
Sub-section IV. Duties of General Guardian.........c.ccocevvieriieiieniencieeieenen. 347
Sub-section V. Termination of General Guardianship.........ccccoviiviierviieriennnen. 352
CHAPTER 7 CURATORSHIP . . .. .. et 353
CHAPTER 8 SUPPORT . . .. .. et ettt 355
BOOK 8 SUCCESSION ........coouiruiiierieierteniestentestessestesaessesseebessesssessesssesseesassssssesssessessaensanns 357
CHAPTER T GENERAL PROVISIONS . .. .. .. e 357
Section I. Opening Of SUCCOSSION. ...............cccvueeeveveeeeeeeeeeeireeiieeeeiereeieeessiseesiseessesessess 357
SeCtion I, Effect Of SUCCESSION .........ccvecveeeeeieeieesiiesiiesiiesiiesiiesseeissesssesssessisssssnsinssses 358
Section I1]. Qualification fOr SUCCESSION ..............ccceeeeeveeeieeereeeesereesieesiseeieeeeseseenenn 358
CHAPTER 2 STATUTORY SUCCESSION . .. ... ... . i 361
SECETON I, SUCCESSOIS ....ooveseieeieeieesiresiesiteseeeeieet ettt ettt esitesisesssassssessssssssssssssssnsssnsses 361
Section 1. SuccesSION BY SPOUSE ..........ccceeeeeeeeeeeeeeeeeeeeiseeeeesieeeeesieeseesieessesisseseessasns 363
Section I1]. Adjustment of SuccesSIioN SAATES ............cccccceveeeveveeseeeseresiireeseeesrereenen, 363
CHAPTER 3 TESTAMENTARY SUCCESSION. .. ... ... ... i 366
Section I. Capacity t0 Make & Will.............ccoeeeeeeeeeeeeeeeeeieeeeeeeeeeeeieeeaeeiieeeeeseenenn 366
SECLION 1. FOIMIS OF WILIS ...ttt etseetaeataeeaseaesesaeaesn 366
Section I1]. Matters To Be Included In WIIl ................oooeeveeeeeeeeeeeeeeciaeeeeeeeerannn 371
Section IV. Revocation Of WAll............ccecveeeveeeieesiiesieesiiesiiesiiesiiessesssesssesssessissssssssnnssns 373
SECEION V. ELOCE OF WIIL ...ttt ettt st staesaesssesssesssssssensssnsses 374
Section VI. Testamentary GEIES.........cueeeeeeeeeeeeeeeeeeeeeeeeeieeeeeesieeeeeeieeeeessvessesssesensnssns 375
Section VII. Execttion Of WILIS...........cccecveeveeevesieesiiesiiesiiesiiesiesseesssesisesssssssesssnsssnnssns 379



CHAPTER 4 LEGALLY SECURED PORTIONS. . . ... .. . e 383

Section I. General PrOVISIOIS .........c.coccueieeeierieiesiisieiesiesiesieeieeiesiteeeestesitesiesiesieenaens 383
Section I1. Method of Abatement for Legally Secured Portion.......................c......... 385
Section I11. Extinction of Claim of ADALEMENL ............cocvesveeieeireeiiiesivesiesiesieninanens 388
CHAPTER 5 ACCEPTANCE AND RENUNCIATION OF SUGCESSION............................. 388
Section I. General PrOVISIOIS ..........cccouecueeiereeeesiisieiesiesieeieeieeiesiteieesiesiiesiesiesinenaens 388
SECLION 1. ACCOPLAIICE. .......ooeeoeeeeeeeeeeeeeeeeeeeeeeeeeteeeeetteeeeeesseseesiavsssesiavsseensses 390
Section [11]. Renunciation.................cccocceieeueeeieiieiiniieiiiiiiieiieiieiieieeieeteeieieieee 392
CHAPTER 6 MANAGEMENT AND PARTITION OF THE SUCCESSION PROPERTY ................... 392
Section I. Management of the SuccesSI0n Property..............ccoueeeevcveeeeeveeeeeiireeeenene. 392
Section I1. Partition of Succession Property .............coceeeeeeveeeeeveeeesiveeeesiireeeeeenen, 393
Section I1]. Adjustment AMONG CTEAILOLS ..........ccceeeeeereeeeeieeereeeeereeeeeesiseesieeeseseenenns 396
Section IV. Liquidation in cases where there has been a qualified acceptance ......... 397
CHAPTER 7 NON-EXISTENCE OF SUCCESSORS. . . .. ...... ..ot 400
CHAPTER 8 DEMAND FOR REGOVERY OF SUCCESSION ............. ... ... .. ciiiiiiiinnn.. 403
BOOK 9 FINAL PROVISIONS........ oottt et e s e et e et e s e e s e et e s ee e s ees 404
NOTE

This is a tentative English translation prepared by the JICA Project Office in
the Ministry of Justice of Cambodia for reference purpose only. This
translation was made from Japanese version, and is subject to further review
to reflect the Khmer original draft more precisely. The official draft
submitted by the Ministry of Justice to the Council of Ministers is in Khmer.



BOOK 1 GENERAL RULES

1. General principles of private law

This Code hereby sets forth the general principles governing civil law
relationships. Except as otherwise provided through special laws, the
provisions of this Code shall govern matters relating to property and
familial relationships.

2. Fundamental concepts

This Code embodies the tenets of individual dignity, principles of
sexual equality and the guarantee of property rights set forth within
the Constitution of the Kingdom of Cambodia.

3. The principle of private autonomy

Under this Code, legal relations among private persons, including legal
persons, shall be equal and equivalent, respecting the free intentions
of such individuals. Public legal entities shall be deemed private
persons in connection with legal relations that arise from their

transactions.

4. Prohibition of abuse of rights
No abuse of rights shall be permitted. Should a right be used beyond
the scope of the protections originally intended, the exercise of such

right shall be deemed to be invalid.

5. The principle of good faith
Rights shall be exercised and duties performed in good faith.

BOOK 2 PERSONS



Chapter 1 NATURAL PERSONS

Section 1. Legal Capacity

6. Principle of equality in legal capacity
All natural persons are entitled to possess rights and assume

Obligations iIn their own name.

7. Limitation on the capacity of foreign nationals to acquire rights
Foreign nationals shall not be entitled to acquire or maintain certain
rights as provided through law or treaty.

8. Commencement and termination of legal capacity
Natural persons shall acquire legal capacity upon birth, and shall lose
such legal capacity upon death.

9. Fetus

(1) A fetus iIn existence at the time of the conducting of a tortious
act shall be entitled to seek damages for any harm arising from such
act upon its birth.

(2) A fetus in existence at the time of the death of a decedent shall

be entitled to inherit from such decedent after birth.

(3) A fetus in existence at the time of death of a testator is entitled

to receive the effects of such testament.

Section II. Individual Rights
10. Concept of individual rights
Individual rights include the right to life, personal safety, health,
freedom, identity, dignity, privacy, and other personal benefits or

interests.

11. Right to prohibition

_10_



Should there be danger of an unlawful infringement of an individual
right, or where there is danger of an unlawful repetition or continuance
of such an infringement, the individual right holder may prohibit such
infringement.

12. Right to demand elimination of the effects of an infringing act
A person who has suffered an unlawful infringement of an individual
right may, where the infringement continues due to the presence of an
effect arising from the infringing act, demand the elimination of the
effect of the infringing act unless such elimination is not practically
feasible.

13. Right to damages

The provisions of Article 11 (Right to prohibition) and Article 12 (Right
to demand elimination of the effects of an infringing act) shall not
prevent a person who has suffered an infringement of their individual
rights from seeking damages for any harm suffered therefrom in

accordance with the provisions regarding tortious acts.

Section I1l. Mental Capacity

14. Lack of capacity

An act performed by a person who was unable to recognize and understand
the legal consequences of his/her actions shall be deemed to be
rescindable.

15. Definition of Act

The term Act as used in the provisions of Sections 111, 1V, and VI of
this Chapter shall mean contracts and unilateral legal acts.

Section IV. Capacity to Act

16. Definition of statutorily General Wards
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Statutorily General Wards shall mean minors, General Wards, and persons

under curatorship.

Sub-section I. Minors

17. Definition of minor

Minors are persons who have not attained the age of eighteen years.

18. Right to rescind acts
An act conducted by a minor without the consent of his/her parental
authority holder or the guardian of the minor may be rescinded. This
shall not apply to any acts performed for the sole purpose of obtaining
rights or discharging a duty or Obligation, or any acts conducted in
the course of daily life.

19. Disposal of property with the permission of parental authority
holder or the guardian of the minor

Should a minor have been permitted by his/her parental authority holder

or guardian to dispose of property for a specific purpose, the minor

may dispose of said property within the scope of such purpose. A minor

may also dispose of property if he/she has been permitted by his/her

parental authority holder or guardian to dispose of said property

without a specific purpose.

20. Minor permitted to conduct business

(1) A minor who is permitted by his/her parental authority holder or
guardian to carry out one or more kinds of business shall have the
capacity to act equal to a person of the age of majority to the extent
of said business(es).

(2) In the case of paragraph (1), should it be found that the minor
is unable to manage such business(es), his/her parental authority
holder or guardian may rescind the permission to conduct said

business(es) or impose restrictions thereon.

21. Requirements for emancipation
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(1) Should a minor who has reached the age of sixteen completely
support himself/herself, the court may, upon petition by the minor,
declare the emancipation of the minor if such emancipation is deemed
in the minor"s best interest. In such case, the court shall hear the
opinions of the parental authority holder(s).

(2) A married minor shall be deemed to have been emancipated without

a declaration of the court.

(3) In case of paragraph (2), the effect of the emancipation shall

not cease to exist in the event of a subsequent divorce.

22_ Effect of emancipation
An emancipated minor shall be deemed to bear the capacity to act in the

same manner as an adult.

23.Minor*®s labor contract

(1) Notwithstanding the provisions of Article 27 (Property management
and representation) and Article 28 (Property management and
representation), a parental authority holder or guardian may not enter

into a labor contract on behalf of a minor.

(2) A contract that contravenes the provisions of paragraph (1) shall
not be binding upon the minor. This shall not apply where the minor has

ratified said contract.

(3) A parental authority holder, guardian, or administrative
authority may, should the 1labor contract be considered to be
disadvantageous to the minor, terminate said contract and such

termination shall not be retroactive.

Sub-section II. General Wards
24 _ Declaration of commencement of general guardianship

(1) With respect to a person who remains in a perpetual mental

state lacking the ability to recognize and understand the legal
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consequences of his/her actions due to mental disability, the court may
declare the commencement of a general guardianship at the petition of
the person himself/herself, the person®s spouse, any relative within
the fourth degree of consanguinity, the guardian of the minor, the
supervisor of the guardian of the minor, supervisor of the curator, the
chief of the Commune or Sangkat where the person®s domicile is located,
or a prosecutor. This provision shall not apply in cases where such
person is under 15 years of age at the time of application.

(2) In cases where the court makes a declaration under Paragraph
(1) for a person under curatorship, the court shall rescind the
declaration of commencement of curatorship.

25. Meaning of General Ward and appointment of general guardian
A person subject to a declaration of commencement of general
guardianship shall be deemed to be a General Ward, and shall be placed

under the care of a general guardian.

26. Right to rescind acts
An act conducted by a General Ward may be rescinded. This shall not apply

to an act necessary in the course of daily life.

27. Rescinding of declaration of commencement of general guardianship
Should the grounds for the general guardianship described in Article
24(Declaration of commencement of general guardianship) cease to exist,
the court shall rescind the declaration of commencement of general
guardianship upon petition by the person himself/herself, the person”s
spouse, a relative within four degrees of consanguinity, a guardian,
a guardian®s supervisor, the chief of the Commune or Sangkat where the

person®s domicile is located, or a prosecutor.

Sub-section II1. Person under curatorship

28. Declaration of commencement of curatorship
(1) With respect to a person whose ability to recognize and understand

_14_



the legal consequences of his/her actions is substantially impaired due
to mental disability, the court may declare the commencement of
curatorship at the petition of the person himself/herself, the person®s
spouse, a relative within four degrees of consanguinity, a guardian,
a supervisor of the guardian, the chief of the Commune or Sangkat where

the person®s domicile is located, or a prosecutor.

(2) In cases where the court issues a declaration under Paragraph (1),
and where the person is General Ward, the court shall rescind the

declaration of commencement of the general guardianship.

29. Meaning of person under curatorship and appointment of curator
The person subject to a declaration of commencement of curatorship shall
be deemed to be a Person Under Curatorship, and shall be placed under
the care of a court-appointed curator.

30. Right to rescind act
Any of the following acts conducted by a person under curatorship
without the consent of the curator may be rescinded. This shall not apply
where the act is conducted in the course of daily life:
a. Receipt or use of principal funds;
b. Incur or guarantee a debt;
c. Act with the intent of obtaining or losing rights pertaining
to an immovable or other valuable asset;
d. Conduct an act of litigation;
e. Enter into a contractual donation, or into a settlement or
arbitration agreement;
f. Accept or waive succession or divide a legacy;
g. Refuse a donation or bequest, or accept a donation or bequest
subject to an encumbrance;
h. Build anew, renovate, expand or conduct major repairs to a
building or structure;

Execute a lease agreement that exceeds three years duration

for land, two years duration for a building, or six months
duration for a movable; or

Jj- Any other act that a court specifically declares as requiring

_15_



the consent of the curator based on the petition of a person

listed in Article 28 (Declaration of commencement of
curatorship), a curator, or a curator®s supervisor.

31. Rescinding of declaration of commencement of curatorship

Should the grounds fTor the curatorship described iIn Article 28
(Declaration of commencement of curatorship) cease to exist, the court
shall rescind the declaration of commencement of curatorship upon the
petition of the person himself/herself, the person®s spouse, a relative
within four degrees of consanguinity, a guardian, a supervisor of the
guardian, the chief of the Commune or Sangkat where the person®s

domicile is located, or a prosecutor.

Sub-section IV. Protection of Parties to Transactions with an General Wards

32. Right to demand

(1) The counterparty to an act conducted by an General Ward, upon said
General Ward becoming a person of full capacity, may request a
definitive answer as to whether said formerly General Ward will ratify
the rescindable act by providing notice to said formerly General Ward
requesting a response within a period no less than 1 month. Should the
previously General Ward fail to provide a definite answer within said
period, the act shall be deemed to have been ratified.

(2) Provisions of paragraph (1) shall apply to cases where the notice
set forth in paragraph (1) was given to a parental authority holder,
guardian or curator with respect to an act within the scope of the their
authority prior to the General Ward becoming fully capacitated and no
definite answer was dispatched by the guardian or curator within the
specified period.

(3) The counterparty to an act conducted by a person under curatorship
may notify the person under curatorship and demand that such person
obtain the ratification of the curator within the period set forth in
paragraph (1). Should the person under curatorship fail to dispatch
a notice to the effect that the ratification was duly obtained within
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such period, the contract shall be deemed to have been rescinded.

33. Fraud by an General Ward

Should a General Ward have used fraudulent means to induce the belief
that he/she is a person of full capacity, such act of said person may
not be rescinded.

Section V. Permanent Residence

34._. Meaning of Permanent Residence
A person”s base and center of living shall be deemed to be the person®s

Permanent Residence.

35. Place of abode
Should the Permanent Residence be unknown, the place of abode shall be
deemed to be the Permanent Residence.

36. Cases where no residence exists within Cambodia

Should a person have no Permanent Residence in Cambodia, the place of
abode in Cambodia shall be deemed to be the person®s Permanent Residence,
regardless of whether the person is a Cambodian citizen or a foreign
national. This shall not apply where the law of permanent address.

Section VI. Management of Property in Abstencia and Declaration of Disappearance

Sub-section I. Management of Property in Abstencia

37. Appointment of administrator by the court

Should a person have left his/her Permanent Residence or place of abode
with no expectation of his/her return, if he/she has not appoint an
administrator for his/her property, the court may, upon petition of any
interested person, the chief of the Commune where the person®s residence
is located or a public prosecutor, order the appointment of an
administrator or take any other measure necessary for the management
of such property. The same shall apply where the authority of an
appointed administrator has expired during the absence of the
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principal.

38. Rescinding of order to manage property

For situations described in Article 37 (Appointment of administrator
by the court), should the absentee subsequently appoint an
administrator, the court may rescind the order described therein upon
the request of the administrator, an interested person, the chief of
the Commune where the person®s residence is located or a public

prosecutor.

39. Replacement of administrator

Should an absentee have appointed an administrator, should it be unknown
whether the absentee is alive, the court may, upon the petition of any
interested person, the chief of the Commune where the person”s residence
is located or a public prosecutor, order the replacement of the

administrator.

40. Authority of administrator

(1) A court-appointed administrator bears the authority to conduct
acts set forth in paragraph (2) of Article 366 (Scope of agency
authorization). Should the administrator be required to conduct an act
beyond the scope of such authority, the administrator may conduct such

act with the permission of a court.

(2) Should it not be known whether the absentee is alive, should the
administrator need to conduct an act beyond the scope of the authority
specified by the absentee, the administrator may conduct such act
through the permission of a court.

(3) The court, where it finds that it is appropriate for
remuneration to be paid in consideration of the relationship between
the administrator and the absentee as well as other relevant
circumstances, may allow reasonable remuneration to be paid to the
administrator from the absentee’s property.
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Sub-section II. Declaration of Disappearance

41. Requirement for a declaration of disappearance

(1) Should the living status of an absentee be unknown for five years,
the court, upon petition of his/her spouse, heir, legatee, a designated
insurance beneficiary, a parental authority holder, guardian, father,
mother or any other person who has an important legal interest in the
declaration of disappearance, may issue a judicial declaration of
disappearance.

(2) The abilities of the court described in paragraph (1) shall apply
where the fate of a person located in a war zone or aboard a foundered
vessel, or who encountered any other peril that might have been a cause
of death, has remained unknown for at least one year following the
cessation of the war, the foundering of the vessel or the termination
of the peril.

42 _ Notification by publication
Proceedings for notification by publication shall be implemented for
the purpose of declaring a disappearance.

43. Effect of declaration of disappearance

The absentee, in the event that a judicial declaration of disappearance
has been made in accordance with the provisions of paragraph (1) of
Article 41 (Requirement for a declaration of disappearance), shall be
deemed to have been deceased from the time at which the period set forth
therein expires, or in the event that a judicial declaration of
disappearance has been made iIn accordance with the provisions of
paragraph (2) of the same Article, the time at which the peril ceased
to exist in respect to any legal relationship existing at or around the
Permanent Residence or the place of abode at such time.

44 _ Process upon absentee®"s return

(1) Should it be proven that the absentee is alive or died at a time
other than that set forth in paragraph (1) of Article 43 (Effect of
declaration of disappearance), the court shall, upon petition of the
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absentee or an interested person, rescind the judicial declaration of

disappearance.

(2) A person who has acquired property directly through the absentee
based on the effect of a judicial declaration of disappearance shall
lose his/her right to the property upon the rescinding of the
declaration of disappearance. A person who was unaware that the
declaration of disappearance was in fact in error at the time he/she
acquired the property shall only be obligated to return such property
to the extent that such person is continuing to benefit therefrom.

(3) An act conducted after a declaration of disappearance has been
made but prior to its rescinding, and in the belief that the declaration
is in effect, shall retain its effect or validity despite the

rescindment.
(4) In the event that a declaration of disappearance has been
rescinded following the remarriage of the spouse of a person for whom

such declaration was made, the prior marriage shall be annulled upon

the concluding of the subsequent remarriage.

Section VII. Presumption of Simultaneous Death
45_ Presumption of simultaneous death
Should it be unknown among two or more deceased persons whether one

person had survived the death of the other(s), all persons shall be

presumed to have died simultaneously.

Chapter 2 JURISTIC PERSONS

Section [. General Provisions

Sub-section I. Definitions, Types, and Principles of Incorporation

46. Definition and types of juristic persons and principles of
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incorporation
(1) Under this Code, an organization granted the status of being
subject to rights and Obligations independent of those of the
stakeholders comprising such organization shall be referred to as an
Incorporated Association, and contributed assets granted the status of
being subject to rights and Obligations independent of the contributors
of said assets shall be referred to as the Incorporated Foundation.

(2) Under this Code, juristic persons not having profit listed among
their objectives shall be referred to as Non-profit Juristic Persons
and juristic persons having profit among their objectives as For-profit
Juristic Persons. Amongst Non-Profit Juristic Persons, those bearing
a specific public interest shall be referred to as Public Interest
Juristic Persons.

(3) Under this Code, Incorporated Associations for which the
stakeholders are liable for the Obligations of the juristic person to
the extent of the amount of property contributed shall be referred to
as Limited Liability Incorporated Associations, and those for which the
stakeholders are liable for the Obligations of the juristic person to
the extent of their entire assets are referred to as Unlimited Liability
Incorporated Associations.

(4) No juristic person shall be a stakeholder of another Incorporated

Association for which it bears unlimited liability.

(5) A Non-profit Juristic Person shall be incorporated under this Code
or other laws.

(6) A For-profit Juristic Person shall be incorporated under other

separately stipulated laws.

Sub-section II. Name of Non-profit Juristic Person

47 . Name of a non-profit juristic persons
(1) No entity other than an Incorporated Association or Incorporated
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Foundation shall bear the term Incorporated Association or Incorporated

Foundation in their name.

(2) Limited Liability Incorporated Associations and Unlimited
Liability Incorporated Associations shall include in their name a
statement that they are a Limited Liability Incorporated Association
or an Unlimited Liability Incorporated Association, respectively.

48. Foreign juristic persons
(1) Under this Code, juristic persons incorporated under foreign law

shall be referred to as Foreign Juristic Persons.

(2) Foreign Juristic Persons shall not be recognized as juristic
persons except for nation states, administrative divisions of nation
states, and/or commercial companies. This provided that said juristic
persons are able to be recognized as such through Cambodian law or
treaty.

(3) Foreign Juristic Persons recognized under paragraph (2) shall
enjoy the same private law rights as juristic persons incorporated under
corresponding Cambodian law. This shall not apply to rights that
foreigners are specifically precluded from or in cases where there is
specific contrary provisions under law or treaty.

Sub-section II1. Registration of Incorporation

49_ Registration of incorporation and time of formation
(1) A juristic person shall come into existence upon its registration

in the registry held at the location of its principal office.

50. Items to be registered
(1) The following details concerning the juristic person must be
stipulated within the registry:

a. The purpose of organizations;

b. The name of the organization;
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c. The principal office and any subordinate offices of the
organization;

d. Should the grounds for dissolution have been provided in the
Articles of Incorporation, such grounds;

e. The names and addresses of the directors and auditor(s) This
provided that in the case of an Unlimited Liability
Incorporated Association, the names and addresses of the
stakeholders shall be stated;

f. Should there be directors without the authority to represent
the juristic person, the name(s) of the director(s) who do
represent the juristic person; and

g. Should there be provisions for more than one director to

jointly represent the juristic person, such provisions.

(2) Should there be a change to any of the details listed in Paragraph
(1), such changes shall be registered in the registry at the location
of the principal office within two weeks following its occurrence and
within the registry at the location of any other offices within three
weeks of the same. Pending such registrations, the changes shall not
be set against a third party.

(3) Should there be a provisional disposition suspending the
performance of the duties of, or to appoint a substitute for, a
registered director, auditor, liquidator or stakeholder, or a change
or rescission of such a provisional disposition, registration thereof
shall be recorded within the registry at the location of the principal
office and the registries of the locations of any other offices. In such
case, the second sentence of Paragraph (2) shall apply mutatis mutandis.

Sub-section IV. Permanent Residence of Juristic Person
51. Permanent Residence of juristic person
The permanent residence of a juristic person shall be the location of

its principal office.

52_ Registration of Office Relocation
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(1) Should a juristic person relocate its principal office, such fact
shall be registered within the registry at the former location and the
details set forth in Article 50 (ltems to be registered) shall be
registered within the registry of the new location no later than two
weeks following the relocation. Should a juristic person relocate an
office other than the principal office, such fact must be registered
within the registry at its former location within three weeks of
relocation and the details set forth in Article 50 (ltems to be
registered) shall be recorded in the registry of the new location within

four weeks of the same.

(2) Notwithstanding Paragraph (1), where an office has been relocated
within the same jurisdiction of the former registration, such

relocation need only be registered once with the relevant authority.

53. Registration of new office establishment

(1) Upon the establishment of a new office, the details set forth in
Article 50 (ltems to be registered) shall be registered within the
registry of the new office location no later than two weeks following

such establishment.

(2) For circumstances set forth under Paragraph (1), the fact of such
new office registration shall be registered within the registry at the
location of the principle office and any other office location no later
than three weeks following the establishment of the new office.

Sub-section V. Registration of Foreign Juristic Persons

54_ Registration of foreign juristic persons

(1) The provisions of Article 50 (ltems to be registered), Article
52 (Registration of Office Relocation) and Article 53 (Registration of
new office establishment) shall apply to the cases of a foreign juristic

person establishing an office in Cambodia.

(2) Should a foreign company establish a first office in Cambodia,

a third party may deny the legal status of such juristic person up until
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such time as the registration thereof has been made within the registry

at the location of such office.

Sub-section VI. Management and Administration of Juristic Persons

55. Inventory of assets and stakeholders lists
(1) Upon incorporation and within the first three months of each
financial year, a juristic person shall prepare an inventory of the

assets and keep such list at its office at all times.

(2) An Incorporated Association shall prepare a list of stakeholders,
keep such list at its office, and revise such whenever change in

stakeholders is made.

56. Number, selection, dismissal and duties of Directors
(1) A juristic person shall have a board of directors who shall form
the executive agency of such juristic person. An Unlimited Liability

Incorporated Association, however, shall not have any directors.

(2) A board of directors shall be comprised of one or more directors.
In cases of an Incorporated Foundation, the board shall be comprised

so that the organization has no less than three directors.

(3) Unless otherwise provided in the Articles of Incorporation, a
juristic person’s activities shall be determined by a majority of
directors should the board of directors be comprised of more than one
director.

(4) Directors shall be appointed either through the Articles of

Incorporation or a general stakeholders meeting.

(5) Directors of an Incorporated Association may be dismissed through

a resolution of a general stakeholders meeting.

57. Duties of directors

(1) The board of directors shall be subject to an Obligation to execute

_25_



the juristic person’s business in good faith and in compliance with

relevant law and the tenor of the Articles of Incorporation.

(2) Except for as set forth in Paragraph (1), the relationship between

board of directors and the juristic person shall be subject to a mandate.

58. Directors” right to represent the juristic person
(1) Directors represent the juristic person. This provided that such

directors do not contravene the tenor of the Articles of Incorporation.

(2) Should there be more than one director, each such director shall
bear the right of representation. This provided that it may otherwise

be specifically set forth in the Articles of Incorporation.

(3) For Incorporated Associations, director(s) shall comply with

resolutions of the general stakeholders meeting.

59. Restrictions on the right of representing a juristic person

No restrictions imposed on the right of representation of a director
or other representative of the juristic person may be set against a bona
fide third party.

60. Provisional directors

Should there be a vacancy in the board of directors and there is a risk
of damage arising from such delay, the court may appoint a provisional
director upon petition by an interested person or a public prosecutor.

61. Special representative

A director shall bear no right of representation should there be a
conflict between the interests of the juristic person and the interests
of the director. In such case, a special representative shall be
appointed using the procedures set forth in Article 60 (Provisional
directors).

62. Auditors
(1) A juristic person shall have one or more auditors. An Unlimited
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Liability Incorporated Association, however, shall not be required to

have an auditor.

(2) The auditors shall be appointed in accordance with the provisions
of the Articles of Incorporation or by resolution of the general

stakeholders meeting or a meeting of the board of directors.

(3) No director or employee of a juristic person shall be an auditor.

(4) An auditing juristic person may be an auditor.

63. Duties of Auditor
(1) The auditor shall inspect the organizational activities of the

juristic person.

(2) The auditors may request reports on the status of the juristic
person’s business from the directors and/or employees of the juristic
person, and may inspect the status of the juristic person’s business
and assets.

(3) The auditor shall examine the agenda items and documents that the
directors intend to submit to the general stakeholders meeting and
meeting of the board of directors. Should the auditors find any items
in breach of any law or regulation, the Articles of Incorporation, or
to be seriously improper, they shall report such in the general
stakeholders meeting or the meeting of the board of directors.

(4) The auditors may state their opinions concerning the appointment,
dismissal, and remuneration of auditors at the general stakeholders

meeting or meeting of the board of directors.

(5) Should the auditors find that a director has engaged in conduct
outside the scope of the objectives of the juristic person or otherwise
be in breach of law or the Articles of Incorporation, or find that there
is a risk of any of the foregoing, the auditors shall report this to
the general stakeholders meeting or the meeting of the board of
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directors. In such case, the auditors may convene a meeting of the
general stakeholders or meeting of the board of directors should it be
necessary for the purpose of making such a report. Moreover, auditors
of an Incorporated Foundation shall make the aforementioned report to
the supervising authority no later than the time of making such report
to the meeting of the board of directors.

(6) Should a director engage iIn any conduct set forth in Paragraph
(5) or should there be a risk that such will occur and that the juristic
person will incur serious damage as a result of such conduct, the

stakeholders may demand that such director cease such conduct.

(7) Should a suit be filed by the juristic person against a director
or by a director against the juristic person, the auditors shall

represent the juristic person within such suit.

Sub-section VII. Dissolution and Liquidation

64 . Grounds for dissolution
(1) A juristic person shall be dissolved based on the following
grounds:
a. The occurrence of any grounds for dissolution stipulated in
the Articles of Incorporation;
b. The termination of the undertaking that is the purpose of the
juristic person or the impossibility thereof;
c. Bankruptcy; or
d. A judgment ordering dissolution.

(2) Aside from the grounds prescribed in Paragraph (1), an
Incorporated Association shall be dissolved based on the following
grounds:

a. A resolution of the general stakeholders meeting of a Limited
Liability Incorporated Association or agreement of all
stakeholders of an Unlimited Liability Incorporated
Association; or

b. The number of stakeholders being reduced to one.
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(3) A resolution for dissolution by a Limited Liability Incorporated
Association under Paragraph (2) Item (a) shall require approval by a
majority of all stakeholders themselves with the voting rights of said
majority totaling no less than three fourths of the total voting rights.

65. Suit seeking dissolution

(1) For a Limited Liability Incorporated Association, stakeholders
holding no less than 10% of the total voting rights, stakeholder in the
case of an Unlimited Liability Incorporated Association, and directors
or auditors in the case of an Incorporated Foundation respectively, may
file a petition seeking dissolution of the juristic person.

(2) For cases set forth Paragraph (1), a court may order the
dissolution of a juristic person strictly under the following
circumstances and in which the reasons for such are considered
compelling:

a. The juristic person is fTaced with extreme hardship in
accomplishing the objectives of its undertaking, and has
suffered or is likely to suffer irrevocable damage; or

b. The management or disposition of the jJuristic person’s
property is profoundly improper to the extent that it imperils

the continued existence of the juristic person.

(3) Notwithstanding Paragraphs (2) and (3), in cases where the court
determines, upon petition by the Minister of Justice or by any
stakeholder, creditor or other interested person, that in order to
preserve the public interest, they cannot allow the continuing
existence of the juristic person for any of the grounds set forth below,
the court may issue an order for the dissolution of said juristic person:
a. The juristic person was incorporated based on an illegitimate
objective;
b. Without Ilegitimate reason, the juristic person has not
commenced business within one year of its incorporation, or
has ceased to do business for one year or longer; or

c. Despite a person executing the business of the juristic person
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having received a written warning from the Minister of Justice,
deviation from or abuse of the authority of the juristic person
as prescribed by law or the Articles of Incorporation or
actions violating any penal law has continued or been repeated.

(4) Should a petition have been made under Paragraph (3), prior to
issuing an order for dissolution, the court may appoint an administrator
over the juristic person or take such other measures as it deems
necessary to preserve the property of the juristic person based upon
the petition by the Minister of Justice or by any stakeholder, creditor
or other interested person.

66. Cases necessitating the liquidation of a juristic person and
Liquidator(s)

Where a juristic person is to be liquidated, except in cases under

Article 64 (Grounds for dissolution) Paragraph (1) Item (c), 1t shall

be liquidated in accordance with this Subsection 7 (Dissolution and

Liquidation). In such cases and for the purpose of the liquidation, the

juristic person shall be deemed to have continued to exist up until the

conclusion of the liquidation.

67. Assigning of residual assets
D) The assigning of any residual assets following the full payment
of the debts of the juristic person shall be governed by the Articles

of Incorporation.

(2) In the case of an Incorporated Association, if assignment cannot
be determined in accordance with Paragraph (1), such shall be determined
via a resolution of the general stakeholders meeting in the case of a
Limited Liability Incorporated Association and decision of all the
stakeholders in the case of an Unlimited Liability Incorporated
Association.

(3) Residual assets for which assignment is not determined through

either Paragraphs (1) or (2) shall be deposited into the National
Treasury.
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68. Assumption of office by Liquidator(s)

(1) Should a juristic person be dissolved in accordance with Article
64 (Grounds for dissolution), Paragraph (1) Items (1.) or (2.) or
Paragraph (2) Item (1.), the persons listed below shall become the
Liquidator(s) in the order indicated:

a. Persons set forth in the Articles of Incorporation;

b. Persons appointed via a general stakeholders meeting in the
case of a Limited Liability Incorporated Association and via
a majority decision of stakeholders in the case of an Unlimited
Liability Incorporated Association;

c. The directors in the case of a Limited Liability Incorporated
Association or an Incorporated Foundation and the stakeholders
in the <case of an Unlimited Liability Incorporated
Association.

(2) Should there be no Liquidator as set forth under Paragraph (1),
the court may appoint Liquidator(s) upon petition by an interested

person.

(3) Should a juristic person be dissolved under Article 64 (Grounds
for dissolution) Paragraph (1) Item (d) or Paragraph (2) Item (b), upon
petition by any interested person or by the Minister of Justice, the

court may appoint Liquidator(s).

69. Dismissal of Liquidator(s)
(1) The court may dismiss a Liquidator(s) for grave reason upon the

petition by an interested person.

(2) Incorporated Associations Liquidator(s) of a Limited Liability
Incorporated Association, except for Liquidator(s) appointed by a court,
may be dismissed by a resolution of a general stakeholders meeting and
by a decision of amajority of the stakeholders of an Unlimited Liability
Incorporated Association.

70. Registration of Liquidator(s) and dissolution
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Except in cases of dissolution under Article 64 (Grounds for dissolution)
Paragraph (1) Item (c), Liquidator(s) shall register their names and
addresses, and the cause and date of dissolution with the registry at
the location of the principal office no later than two weeks following
dissolution and at all other offices no later than three weeks following
dissolution.

71. Duties and powers of Liquidator(s)
(1) The duties of the Liquidator(s) shall be as follows:
a. Conclude the remaining business of the juristic person;
b. Collect all claims and pay all debts of the juristic person;
and

c. Deliver residual assets.

(2) Should there be more than one Liquidator(s), the business of the
juristic person shall be determined by the decision of a majority of

Liquidator(s).-

(3) Article 58 (Directors” right to represent the juristic person)
shall apply mutatis mutandis to Liquidator(s). Should the court appoint
multiple Liquidator(s), it may appoint a sole or joint representative

Liquidator(s) from among them.

72. Duty to examine and report the juristic person’s assets
(1) Without delay after assuming its position, the Liquidator(s)
shall examine the current status of the jJuristic person’s assets,

prepare an inventory and balance sheet, and submit such to the court.

(2) In the case of a Limited Liability Incorporated Association, the
documents described in Paragraph (1) shall be approved by the general

stakeholders meeting prior to being submitted to the court.
(3) For an Unlimited Liability Incorporated Association, the

documents set forth in Paragraph (1) shall have been approved by all

the stakeholders prior to being submitted to the court.
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(4) For an Incorporated Foundation, the documents described in
Paragraph (1) shall have been approved by the supervising ministry(s)

prior to being submitted to the court.

73. Notice to creditors

(1) No later than two months following the day of its position, the
Liquidator(s) shall give notice instructing creditors through
publication in an official gazette of the Ministry of Justice, on no
less than three occasions, to present their claims within a specified
period, which shall be no shorter than two months.

(2) The notices set forth in Paragraph (1) shall include a statement
that should the creditors not present their claims within the stipulated

period, they shall be excluded from consideration in the liquidation.

(3) Liquidator(s) shall provide separate notice to any known

creditors for the presentation of their claims.

(4) Liquidator(s) may not exclude any known creditors from the

liquidation.

74 . Settlement of claims within the presentation period

(1) The Liquidator(s) shall not make payment to any creditors during
the period for presentation of claims prescribed in Article 73 (Notice
to creditors). The Liquidator(s) shall not incur any liability for a
delay in performance resulting thereby.

(2) Notwithstanding Paragraph (1), the Liquidator(s) may, with the
permission of the court, settle any minor claims, secured claims and/or
other claims that do not pose a risk of harming the claims of other
creditors.

75. Payment to excluded creditors

Creditors who have been excluded from the liquidation process may demand
payment only of residual assets that have yet to be distributed.
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76. Settlement of claims

(1) Juristic persons may settle claims prior to their due date.

(2) In case of Paragraph (1), claims subject to a condition that has
an unset period remaining or an otherwise uncertain value shall be paid
by the Liquidator(s) in accordance with the value determined by a court
appointed valuator.

77. Disposition of residual assets

Liquidator(s) shall not dispose of residual assets under Article 67
(Assigning of residual assets) until all of the juristic person’s debts
have been discharged. The Liquidator(s) may dispose of residual assets
after retaining an amount deemed to be sufficient to discharge any

disputed claims.

78. Bankruptcy during liquidation

(1) Should it become apparent during liquidation that the assets of
the juristic person are insufficient to cover all of its debts, the
Liquidator(s) shall immediately petition for a declaration of
bankruptcy and give notice thereof in an official gazette of the
Ministry of Justice.

(2) The duties of the Liquidator(s) shall terminate upon the transfer

of operations to the bankruptcy administrator.

(3) Should circumstances come under this Article and the
Liquidator(s) have already made payment to a debtor or delivered the
assets to a person entitled to such, the administrator in bankruptcy

may recover said assets.
79. Termination of liquidation
(1) Upon terminating liquidation activities, the Liquidator(s) shall

prepare an accounting report without delay.

(2) In the case of a Limited Liability Incorporated Association, the

Liquidator(s) shall submit the accounting report set forth in Paragraph
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(1) to the general stakeholders meeting without delay and shall obtain

approval for such therefrom.

(3) For an Unlimited Liability Incorporated Association, the
Liquidator(s) shall submit the accounting report set forth in Paragraph
(1) to the stakeholders without delay and shall obtain their approval
for such.

(4) For an Incorporated Foundation, the Liquidator(s) shall submit
without delay the accounting report set forth in Paragraph (1) to the
supervising ministry(s) and shall obtain approval for such therefrom.

(5) Liquidator(s) appointed by the court shall submit the accounting
report set forth in Paragraph (1) to the court without delay.

80. Registration of conclusion of liquidation

Once the procedures prescribed under Article 79 (Termination of
liquidation) have been concluded, the Liquidator(s) shall register the
such conclusion of liquidation no later than two weeks therefrom with
the registry at location of the principal office, and no later than three

weeks thereafter for each registry of every other office.

81. Preservation of documents

The jJuristic person’s account books, and other important documents
relating to its business and liquidation shall be preserved for a period
of ten years following the registration of the conclusion of liquidation
with the registry for the location of the principal office. The
custodian of such documents shall be appointed by the court upon
petition by the Liquidator(s) or another interested person.

Section Il. Incorporated Associations

Sub-section I. Limited Liability Incorporated Associations

82. Incorporation and Articles of Incorporation
(1) In order to establish a Limited Liability Incorporated
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Association, the persons wishing to become stakeholders shall jointly

prepare and sign the Articles of Incorporation.

(2) The Articles of Incorporation stipulated in Paragraph (1) shall
include the following details:

a. The objectives;

b. The name;

c. The location of the principal office;

d. Stipulation of the total amount of the capital contribution
to be secured by the entity in its capacity as a juristic person
and its funding. Should there be a contribution of assets other
than money, details of the assets that were contributed thereof
and their value shall be included, however, if a commitment
has been made to the assignment of assets after establishment,
the value thereof, and the name or designation of the assignor
shall be included with the amount of establishment expenses
to be borne by the juristic person also being included;

e. The accounting year;

f. Details concerning the directors, auditors and other executive
officers;

g. Stipulations concerning the acquisition and loss of
qualification of a stakeholder;

h. Details concerning accounting;

i. Details concerning dissolution;

j. Details concerning the amendment of the Articles of
Incorporation; and
k. Method for providing public notices.

(3) The Articles of Incorporation shall come into effect unless

officially notarized.

(4) The Articles of Incorporation shall be held at the principal

office and each subordinate office.

83. Minimum amount of endowment
A Limited Liability Juristic Person shall have a capital contribution
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of no less than twenty million (20,000,000) riel.

84 . Appointment of directors and auditors

(1) Should a Limited Liability Incorporated Association in the
process of incorporation not stipulate its directors or auditors in the
Articles of Incorporation, a general stakeholders meeting prior to
incorporation may appoint directors and/or auditors.

(2) Stakeholders may convene the general stakeholders meeting set

forth in Paragraph (1).

85. Inspection of capital contribution
(1) Inorder to obtain an adequate capital amount, the directors shall
solicit contributors for the capital contribution amount, and seek and

allocate contributions.

(2) Should the Articles of Incorporation include a clause following
under the second sentence of Article 82 (Incorporation and Articles of
Incorporation), Paragraph (2) Item (d), the directors shall request the
court to appoint an inspector in order to inspect the items under said

clause without delay.

(3) The Iinspector appointed under Paragraph (2) shall report the

results of said inspection to the court.

(4) Should the court find on the basis of the inspection that the entry
in the Articles of Incorporation was improper, it shall make a ruling
ordering an amendment thereof. In such case, the existence of the ruling
shall be noticed to the stakeholders, directors, and, in case of
amendment relating to contributed capital other than money, to the
contributor thereof.

(5) A contributor of capital other than money who has received notice
under Paragraph (4) may rescind his/her contribution of such assets no
later than one week of the ruling becoming final and binding. In such
circumstances, the procedures for the incorporation of the Limited
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Liability Incorporated Association may be continued following the

amendment of the Articles of Incorporation.

86. Inspection of establishment procedures

(1) The directors and managers shall confirm whether or not the total
amount of the capital contributions made by a contributor has been
settled upon, and whether or not the delivery of the actual capital
contribution amount has been completed.

(2) The directors or auditors shall report to the stakeholders should
they become aware of any violation of law, breach of the Articles of
Incorporation, or any other impropriety in the course of their
inspection in accordance with Paragraph (1).

87. ltems to be registered and period of registration
(1) For Limited Liability Incorporated Associations, in addition to
the details stipulated in Article 50 (ltems to be registered), the
details set forth below shall be registered:

a. The total amount of the capital contribution;

b. A provision dealing with the rights of the contributors of the

capital contribution;
c. The procedures for the return of the capital contribution; and

d. The method for the providing public notice.

(2) Registration of the incorporation of a Limited Liability
Incorporated Association shall be executed no later than two weeks of
the termination of the procedures set forth in Article 85 (Inspection
of capital contribution) and Article 86 (Inspection of establishment

procedures) with the registry at the location of the principal office.
(3) Registration with the registry at the location of subordinate
offices shall be executed no later than two weeks from the completion

of registration under Paragraph (2).

88. Liability for warranty of capital contribution contributions
(1) Should no contributor have been confirmed for any portion of the
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capital contribution as of the incorporation of the Limited Liability
Incorporated Association, the directors and stakeholders at that time
shall be deemed to have jointly become the contributors of such portion.
The same shall apply should the actions of any capital contribution
contributor be rescinded following the formation of said juristic

person.

(2) Should a capital contribution not be paid, or a contribution in
kind not be delivered at the time of the incorporation of the Limited
Liability Incorporated Association, the directors and stakeholders of
said juristic person shall be liable, jointly and severally, at that
time for the payment of such unpaid amount, or the value of such
undelivered contribution in kind, as the case may be.

(3) Should the value of the assets set forth in the second sentence
of Article 82 (Incorporation and Articles of Incorporation), Paragraph
(2), Item (d) be significantly below the value stipulated in the
Articles of Incorporation at the time of formation of the Limited
Liability Incorporated Association, the directors and stakeholders of
such juristic person at that time shall be liable with respect to the
juristic person, jointly and severally, to pay the amount of said
shortfall. Should there have been and inspection by an inspector as
set forth under Article 85 (Inspection of capital contribution), such
persons shall be exempted from said liability unless they are either
the contributor in kind or an assignor of the assets iIn question.

89. Rights and Obligations of stakeholders
(1) Stakeholders shall be obligated to pay the expenses of the

juristic person.

(2) Stakeholders may exercise their right to vote within the general
stakeholders meeting. This right may not be exercised for votes
concerning the relationship between the juristic person and the

respective stakeholder.

(3) Each stakeholder shall be allotted one voting right. The Articles
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of Incorporation may stipulate otherwise in consideration of the
contribution amount of each stakeholder.

(4) Stakeholders absent from the general stakeholders meeting may
vote via writing or proxy. Should the Articles of Incorporation
stipulate any other method for such vote, such other method shall be
followed.

90. Disqualification of stakeholders

(1) Stakeholders may resign at any time. This provided that, except
in cases of unavoidable circumstances, stakeholders wishing to resign
shall give prior notice in accordance with the provision requiring such
notice as set forth in the Articles of Incorporation, if any.

(2) The notice period described in sentence 2 of Paragraph (1) shall

not exceed one year.

(3) Apart from Paragraph (1), stakeholders shall be disqualified
based on the following grounds:
a. The occurrence of any grounds provided in the Articles of
Incorporation;
b. The agreement of all stakeholders;
c. Death of the stakeholder or dissolution; or

d. Expulsion.

91. Expulsion

(1) A stakeholder may be expelled by resolution of the general
stakeholders meeting but only should legitimate reasons exist. In such
case, the juristic person shall provide said stakeholder no less than
one week”s notice of the general stakeholders meeting, and shall afford
the stakeholder the opportunity to defend himself/herself within said
meeting.

(2) The resolution stipulated in Paragraph (1) shall require an

affirmative vote of no less than one half of all the stakeholders

comprising a combined holding of no less than three quarters of the total
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voting rights.

(3) Expulsion shall only come into effect once notice thereof is given
to the expelled stakeholder.

92. Regular general stakeholders meeting
The directors shall hold a regular general stakeholders meeting no less
than once per year.

93. Extraordinary general stakeholders meeting
(1) The directors may convene an extraordinary general stakeholders

meeting whenever they deem such to be necessary.

(2) Thedirectors shall convene an extraordinary general stakeholders
meeting should stakeholders holding no less than ten percent of the
total voting rights demand the holding of a general meeting, stating
the agenda thereof. Should the Articles of Incorporation provide
stipulations concerning the aforementioned percentage, such provisions
shall be abided by.

(3) Notwithstanding the demand provisions set forth under Paragraph
(2), should the directors fail to convene a general stakeholders meeting
without delay, the stakeholders making such demand may convene such
meeting with the permission of the court.

94 . Convening of general stakeholders meetings

(1) In order to convene a general stakeholders meeting, notice shall
be issued to each stakeholder no later than one week prior to the date
of such meeting. Such period may be shortened if so provided under the
Articles of Incorporation.

(2) Should it be agreed to by all stakeholders, a general stakeholders

meeting may be convened without concluding the convening procedures.

95. Authority of general stakeholders meeting

(1) The general stakeholders meeting may pass resolutions only in
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accordance with provisions of this law or the Articles of Incorporation.

(2) During the general stakeholders meeting, the directors and
auditors shall provide clarification on issues so requested by
stakeholders. Should the requested issue not be related to a matter set
forth in the agenda, the directors and/or managers shall not be
obligated to provide such an explanation if its provision would cause
serious degradation to the common interests of the stakeholders, would
necessitate investigation, or for other relevant legitimate reasons.

(3) In case of Paragraph (2), should stakeholders give notice in
writing of the matters to be discussed at the general stakeholders
meeting within a time reasonably in advance of said meeting, the
directors and auditors may not refuse to provide a clarification on such
issue by citing the grounds that an investigation would be required for
such clarification.

96. Matters that may be resolved by a general stakeholders meeting

The general stakeholders meeting may only pass resolutions with respect
to issues for which prior notice has been given in accordance with
Article 94 (Convening of general stakeholders meetings). This shall not
apply in cases where such matters are otherwise addressed within the

Articles of Incorporation.

97. Amendment of Articles of Incorporation

(1) The Articles of Incorporation of a Limited Liability Incorporated
Association may only be amended by the affirmative vote of stakeholders
holding no less than three fourths of the total voting rights. Should
provisions of the Articles of Incorporation provide otherwise, such
provision shall be adhered to.

(2) Amendment of the Articles of Incorporation shall only be valid

if officially notarized.

98. Preparation and approval of accounting documents
(1) For each accounting year, the directors shall prepare the
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documents set forth below, together with detailed supplementary
statements denoting any relevant important facts thereof:

a. Balance sheet;

b. Profit and loss statement;

c. Business report; and

d. Proposal relating to disposition of profits or handling of

losses.

(2) The directors shall submit each of the documents set forth in
Paragraph (1) to the ordinary general stakeholders meeting, shall
provide a report concerning the document set forth in item (c¢), and shall
obtain approval for the documents described in items (a), (b) and (d).

99. Auditing of accounting documents

(1) The directors shall submit the documents set forth in Paragraph
1 of Article 98 (Preparation and approval of accounting documents) so
that they may be audit by the auditors.

(2) The audit described in Paragraph (1) shall be carried out prior

to the ordinary general stakeholders meeting.

(3) The directors shall submit the documents described in Paragraph
(1) of Article 98 (Preparation and approval of accounting documents)
to the auditors no later than five weeks prior to the commencement of
audit by the auditors, and the supplementary statements for said

documents no later than three weeks prior to commencement.

(4) The auditors shall submit their audit report to the directors no
later than four weeks of their receipt of the documents set forth in
Paragraph (3) excluding the supplementary statements thereto.

(5) The auditors shall submit their audit report to the directors no
later than four weeks of their receipt of the documents set forth in

Paragraph (3) excluding the supplementary statements thereto.

100. Disclosure of accounting documents
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(1) A Limited Liability Incorporated Association shall maintain the
documents set forth in Paragraph 1 of Article 98 (Preparation and
approval of accounting documents) together with the audit report for
a period of five years, calculated from the time of the submission of
the audit report to the directors at the principal office, and copies
thereof for a period of three years at all subordinate offices.

(2) The stakeholders and the creditors of the juristic person shall
be entitled to examine the documents described in Paragraph (1) or to
receive a certified copy or extract thereof during normal business hours
of the juristic person. Any expense fees stipulated by the juristic
person in the case of certified copies or extracts shall be paid.

Sub-section II. Unlimited Liability Incorporated Associations

101. Incorporation and Articles of Incorporation
(1) In order to establish an Unlimited Liability Incorporated
Association, the persons seeking to become stakeholders shall jointly

prepare and sign the Articles of Incorporation.

(2) The Articles of Incorporation shall include the Tfollowing
details:

a. The Purpose;

b. The name;

c. The names and addresses of the stakeholders; and

d. The location of the principal office and other subordinate

offices.

(3) The Articles of Incorporation shall not take effect unless

officially notarized.

(4) The Articles of Incorporation shall be maintained at the principal

office and each subordinate office.

102. Particulars to be registered and period of registration
(1) In addition to the details set forth in Article 50 (ltems to be
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registered), for an Unlimited Liability Incorporated Association the
details set forth below shall be registered with the registry at the
location of the principal office:

a. ITf there are non-representative stakeholders of the juristic
person, the names of such stakeholders who do represent the
juristic person; and

b. IT there are provisions for more than one director to jointly

represent the juristic person, such provisions.

(2) The details set forth in Paragraph (1) shall be registered with
the registry at each subordinate office no later than two weeks

following registration under Paragraph (1).

103. Liability of stakeholders
(1) Should an Unlimited Liability Incorporated Association be unable
to cover its liabilities in full with existing assets, the stakeholders

shall be jointly and severally liable to cover such liabilities.

(2) Paragraph (1) shall apply equally should compulsory execution
against the assets of an Unlimited Liability Incorporated Association

be ineffective.

(3) Paragraphs (1) and (2) shall not apply should a stakeholder prove
that the Unlimited Liability Incorporated Association possesses the
capacity to cover said liabilities and moreover that compulsory
execution is self-evident.

(4) Stakeholders of an Unlimited Liability Incorporated Association
may invoke the defenses available to the juristic person against its

creditors.

(5) Should the Unlimited Liability Incorporated Association bear the
rights of set-off, termination, or rescission in relation to its
creditors, the stakeholders shall be entitled to deny performance

vis-a-vis such creditors.
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(6) Stakeholders joining an Unlimited Liability Incorporated
Association subsequent to its incorporation shall be liable for all

liabilities of the juristic person that arose prior to their joining.

(7) Stakeholders who resign shall be liable for liabilities of said
juristic person that arise prior to the registration of their
resignation with the registry at the location of the principal office
of the juristic person.

(8) Should the creditors of the juristic person have not made a demand
or given notice of demand against said juristic person within 2 years
of the registration, the liabilities of the stakeholder set forth under
Paragraph (7) shall be extinguished once two years have passed from said
registration.

(9) The stakeholders shall bear the expenses of the juristic person

in accordance with the provisions of the Articles of Incorporation.

104. Disqualification of stakeholders
(1) Except as otherwise provided in the Articles of Incorporation,

a stakeholder may resign at any time.

(2) Notwithstanding Paragraph (1), stakeholders may resign at any

time on account of unavoidable circumstances.

(3) Aside from Paragraphs (1) and (2), stakeholders shall be
disqualified based on the following grounds:
a. The occurrence of any grounds for such provided in the Articles
of Incorporation;
. The agreement of all the stakeholders;
Expulsion;
Death;
Bankruptcy; or

= ® o O T

Being subject to a judgment ordering the commencement of

guardianship.
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105. Expulsion
A stakeholder may be expelled unanimously by other stakeholders only
should legitimate reasons exist. Expulsion shall only come into effect

upon notice thereof being given to the expelled stakeholder.

106. Execution of business
(1) The stakeholders shall execute the business of the Unlimited

Liability Incorporated Association.

(2) Unless otherwise provided in the Articles of Incorporation, the
business of an Unlimited Liability Incorporated Association shall be
carried out iIn accordance with the decisions of the majority of
stakeholders.

(3) Should the Articles of Incorporation stipulate for the
stakeholders to carry out the business of the Unlimited Liability
Incorporated Association, such stakeholders shall execute said

business.

(4) Should more than one stakeholder be stipulated In accordance with
Paragraph (3), the business of the Unlimited Liability Incorporated
Association shall be carried out In accordance with the decision of the
majority of such stakeholders unless otherwise provided in the Articles
of Incorporation.

(5) Notwithstanding Paragraphs (2) and (4), any stakeholder may carry
out the routine business of an Unlimited Liability Incorporated
Association. Should there be stipulations as set forth in Paragraph (3),
only the stakeholders so stipulated may carry out such routine business.
That said, this shall not be limited to circumstances where another
stakeholder states an objection thereto prior to the termination of such

routine business.
107. Representation of juristic person

(1) The stakeholders shall represent the Unlimited Liability

Incorporated Association. Should provisions coming under Paragraph (3)
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of Article 106 (Execution of business) exist, only stakeholders
stipulated therein shall represent the juristic person.

(2) Should more than one stakeholder represent the juristic person
under Paragraph (1), each of those stakeholders shall represent the
juristic person. Provision may be made in the Articles of Incorporation
or by agreement of all the stakeholders for the representation of the
juristic person by specified stakeholders.

(3) Stakeholders representing the juristic person shall be subject

to the same provisions applicable to directors.

108. Reports and investigations

(1) Stakeholders may demand that other stakeholders report on the
progress of business operations or may themselves examine the business
conditions and assets of the Unlimited Liability Incorporated
Association. Should a stipulation have been made coming under Paragraph
(3) of Article 106 (Execution of business), such a demand for reports
or examination may only be made vis-a-vis the stakeholders so
stipulated.

(2) Should any shareholder engage in activities outside the scope of
the Objectives of the juristic person or otherwise in violation of law
or the Articles of Incorporation, or should there be a risk of any of
the foregoing occurring, and there is also a risk that serious damage
will be incurred by the juristic person as a result of such conduct,
the remaining shareholders may demand that said shareholders cease such
conduct.

(3) Should auditors have been appointed, the functions prescribed in

Paragraphs (1) and (2) shall be carried out by such auditors.

109. Amendment of Articles of Incorporation
(1) Amendment of the Articles of Incorporation shall require a

consensus of all shareholders.

(2) Notwithstanding Paragraph (1), should there be a provision in the

Articles of Incorporation that the Articles of Incorporation may be
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changed by agreement of not less than a certain percentage of the persons

comprising the shareholders, such provision shall be followed.

(3) An amendment of the Articles of Incorporation shall only be valid

it officially notarized.

Section III. Incorporated Foundations

110. Incorporation and Articles of Incorporation

(1) An Incorporated Foundation may be 1incorporated, limited to
Objectives in the public 1iInterest, by preparing Articles of
Incorporation and obtaining the permission of the supervising

ministries.

(2) The Articles of Incorporation stipulated in Paragraph (1) shall
include the following information:

(a) The Objectives;

(b) The name;

(c) The location of the principal office;

(d) Declaration of the total amount of the capital contribution
and funding. Should there be a contribution of assets other
than money, the assets so contributed and their value shall
be included, and should a promise have been made for the
assignment of assets following incorporation, the value
thereof, and the name or designation of the assignor shall
be included with the amount of incorporation expenses to be
borne by the juristic person also being included;

(e) The accounting year;

(f) Directors, auditors and other officers;

(g) Details relating to accounting;

(h) Details relating to dissolution;

(i) Details relating to amendment of Articles of Incorporation;
and

() Method for the providing of public notice.

(3) The Articles of Incorporation shall not come into effect unless

officially notarized.
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(4) The Articles of Incorporation shall be kept at the principal
office and each subordinate office.

111. Minimum amount of asset base

An Incorporated Foundation shall maintain capital contribution amount
of no less than two hundred million (200,000,000) riel.

112. Supplementation of Articles of Incorporation

Should the proposed founder of an Incorporated Foundation pass away
prior to stipulating the name, office, or method for appointing and/or
revoking directors, the court may determine such matters upon petition

by an interested person or public prosecutor.

113. Mutatis mutandis application of provisions governing gifts and
testamentary gifts

(1) Should a contribution of assets for the purpose of incorporating

an Incorporated Foundation be made through a disposition inter vivos,

the provisions of Book Five, Chapter Three (Gifts) shall apply mutatis

mutandis to such matters.

(2) Should a contribution of assets be made via bequeathment for the
purpose of establishing an Incorporated Foundation, the provisions of
Book Eight, Chapter Three, Section VI (Testamentary Gifts) shall apply
mutatis mutandis to such matters.

114. Time of vesting of contributed assets

(1) Should a contribution of assets for the purpose of establishing
an Incorporated Foundation be made through a disposition inter vivos,
the contributed assets shall be vested in the juristic person upon its
registration as prescribed in Article 49 (Registration of incorporation
and time of formation).

(2) Should a contribution of assets be made via bequeathment for the

purpose of establishing an Incorporated Foundation, the contributed
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assets shall be deemed to have been vested in the juristic person upon

the bequeathment coming into effect.

115. Particulars to be registered and time of registration
(3) In addition to the information prescribed under Article 50 (Items
to be registered), the following information shall be registered in
respect to an Incorporated Foundation:

a. The total amount of the capital contribution;

b. The method for providing public notice; and

c. The date on which permission was obtained from the supervising

authority.

(1) Registration of the incorporation of a foundation shall be
effective upon the registry at the location of the principal office
within two weeks of the granting of permission by the supervising
authority.

(2) Registration shall be effected for each subordinate office within

two weeks following the registration under Paragraph (2).

116. Preparation and approval of accounting documents
(1) Each financial year, the directors shall prepare the documents
set forth below, together with schedules providing important
supplemental facts for the contents thereof:

a. Balance sheet;

b. Profit and loss statement;

c. Business report; and

d. Proposal relating to disposition of profits or treatment of

losses.

(2) The directors shall submit the documents described in Paragraph

(1) to the supervising authority and obtain its approval therefore.

117. Auditing of accounting documents
(1) The directors shall submit the documents set forth in Paragraph
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(1) of Article 116 (Preparation and approval of accounting documents)
for auditing by the auditors.

(2) The audit set forth in Paragraph (1) shall be carried out prior

to the submission of the said documents to the supervising authority.

(3) The directors shall submit the documents set forth in Paragraph
(1) of Article 116 (Preparation and approval of accounting documents)
to the auditors no later than five weeks prior to the commencement of
the audit by the auditors, and no later than three weeks prior to said

commencement for the schedules to said documents.

(4) The auditors shall submit their audit report to the directors
within four weeks of the date of their receipt of the documents described

in Paragraph (3) excluding the schedules thereto.

118. Disclosure of accounting documents

(1) An Incorporated Foundation shall maintain the documents set forth
in Paragraph 1 of Article 116 (Preparation and approval of accounting
documents) together with the audit report for a period of five years,
calculated beginning from the submission of the audit report to the
directors at their principal office copies thereof for a period of three

years at any subordinate office.

(2) The creditors of the Incorporated Foundation shall be entitled
to examine the documents set forth in Paragraph (1) or receive a
certified copy or extract thereof during the normal business hours of

the juristic person, subject to the paying of the charges stipulated
by the juristic person in the case of certified copies or extracts.

BOOK 3 REAL RIGHTS

Chapter 1 GENERAL PROVISIONS
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Section 1. Things

119. Definition of Object
Under this Code, an Object shall be a tangible object in the form of

a gas, liquid or solid.?

120. Movables and Immovables
(1) Objects shall be deemed as either Movable or Immovable.

(2) An Immovable shall encompass land or any Object immovably fixed
to land such as buildings or other structure, crops, timber, and similar

Objects.

(3) A Movable Object shall be any Object that is not otherwise deemed
to be an Immovable Object.

(4) Except as otherwise provided by special law, provisions
pertaining to Movables shall apply mutatis mutandis to controllable

intangible property.

121. Component of an Object

A component of an Object that is inseparable from said Object without
destroying the Object or altering its inherent nature may not be the
subject of rights apart from the rights of the Object itself.

122. Component of land and the principle rule

Objects attached to land or comprising a part thereof; particularly
buildings or constructed immovable structures upon such land, or seeds
planted within said land, unharvested crops or timber upon said land;
are components of the land unless having been severed from the land,
and may not, except as otherwise provided by law or regulation, be
subject to rights apart from those of the Object itself.

123. Component of a land and exceptional rule
Should the right holder bear a right in relation to another person’s

1 In this translation, while the different terms such as “good’
and “property’ are used in different contexts to maintain consistency
with standard English-language legal usage; they have the same meaning,
and are substantively identical.
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land enforces his/her right upon any constructed buildings or
structures, grown timber, crops or other such Objects on the land, those
Objects shall not be deemed to be components of said land. The same shall
apply to Objects attached to the land on temporary basis.

124. Building built based on exercising of a right or use the land
owned by another

For the purposes of Article 123 (Component of a land and exceptional

rule, buildings or other structure built on land by a right holder, as

well as developed timber, crops, or other such Objects, shall be deemed

as a component of said right to the land of another party.

125. Components of building that is a component of land owned by
another

Materials used to construct a building, as well as fixtures, furniture,

signs and ornaments that inseparable from the building without

destroying it or altering its inherent nature, shall be deemed to be

components of said building, and shall not be subject to rights apart

from those of the building itself.

126. Principal Object and Accessory Object

(1) An Object that is associated with a Principal Object through the
owner of said Principal Object so that it may continuously serve the
economic purpose of the Principal Object but does not in itself form
a component of the Principal Object shall be referred to as an Accessory
Object.

(2) The creation and assignment of rights pertaining to a Principal
Object shall extend to any Accessory Objects unless otherwise
specifically agreed to.

127. Right to obtain fruits

(1) Natural Fruits shall come under the Ownership of the person or
persons entitled to receive said Natural Fruits once severed from the
Source Object.
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(2) Legal Fruits shall be assigned in proportion to the number of days
based on the duration of the existence of the rights to receive said

Fruits.

(3) Legal fruits shall refer to rent and other such money or goods

received as compensation resulting from the use of the Object.

128. Right to obtain fruits

(1) Natural Fruits shall come under the Ownership of the person or
persons entitled to receive said Natural Fruits once severed from the
Source Object.

(2) Legal Fruits shall be distributed in proportion to the number of
days based on the duration of the existence of the rights to receive

said Fruits.

129. Right to demand reimbursement of costs
A person bearing an Obligation to return Fruits may demand reimbursement
for normal costs incurred in acquiring said Fruits. The amount of such

reimbursement shall not exceed the value of the Fruits to be returned.

Section Il. Real Rights

130. Definition of real right
A Real Right shall be defined as the right to directly control an Object

that may be asserted against any person.

131. Statutory nature of real right

No Real Right may be created except as for the types and contents
permitted under this Code or under any special law. A Real Right
permitted under customary law shall be valid under this Code to the
extent that such Real Right does not conflict with the provisions of
this Code nor any special law.

132. Types of real rights

The following real rights are established by this Code:

1. Ownership
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2. Possession
3. Usufructuary real rights
a. Perpetual lease
b. Usufruct
c. Right of use/right of residence
d. Easements
4. Security rights
a. Right of retention
b. Statutory lien
c. Pledge
d. Hypothec
e. Security as Transfer

Section IlI. Creation, Transfer and Alternation of Real Rights

133. Creation, transfer and alteration of real rights by agreement
The creation, transfer, or alteration of a Real Right shall take effect

in accordance with the agreement between the parties.

134. Perfection

(1) Except for rights of possession, rights of retention, rights of
use, or rights of residence; the creation, assignment or alteration of
a Real Right pertaining to an Immovable shall not be asserted against
a third party unless said right is registered in accordance with the

provisions of law and ordinances regarding registration.

(2) The transfer of a Real Right for a Movable shall not be asserted

against a third party unless the Movable has been delivered.

135. Requisites of transfer of title by agreement pertaining to an
immovable
Notwithstanding Article 133 (Creation, transfer, or alteration of Real

Rights by agreement) and Article 134 (Perfection), transfers of title?

2 In this context, Title refers to its ordinary use in Cambodia, specifically as a ‘Certificate
Acknowledging Immovable Ownership’, Tmmovable Possessory Right Title’, ‘Land
Possessory Right and Use Title’
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by agreement pertaining to an Immovable, shall come into effect only
upon registration of the transfer of the right in accordance with

provisions of law and ordinances regarding such registration.

136. Merger of rights

(1) Should Ownership or other Real Rights created over one Object have
become vested in a single person, such other Real Rights shall be
extinguished thereupon. This shall not apply if the Object or other
Real Rights are subject to rights of a third party.

(2) Should a Real Right other than Ownership or other rights created
over that Real Right have become vested in a single person, such other
rights shall be extinguished. The second sentence of paragraph (1) shall
apply mutatis mutandis to such case.

(3) The provisions of paragraphs(l) and (2) shall not apply to a Right

of Possession.

137. Presumptions regarding registration
(1) Should a right be registered in an Immovables registry, it is

presumed that such right belongs to the person to whom it is registered.

(2) Should a previously registered right have been expunged from the

Immovables registry, it 1is presumed that such right has been

extinguished.
Chapter 2 OWNERSHIP
Section 1. Nature and Scope of Ownership
138. Definition of ownership

Ownership refers to the right of an owner to freely use, receive income
and benefits from, and dispose of an Object owned by said owner to the

extent allowable under existing laws and regulations.
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139. Scope of ownership of land

(1) Ownership of land shall extend to all areas above and below the
surface of such land to the extent that the owner derives benefit
therefrom to the extent allowable under existing laws and regulations.
(2) A landowner shall not use the land for the sole purpose of

hindering the activities of another or in order to create a nuisance.

140. Injunction against nuisance

(1) Should a nuisance, that is incurred by the land of another due
to activities involving gas, steam, odor, smoke, soot, heat, sound,
vibration or other disturbances, be within the normal scope of normal
use of the land of the person causing said nuisance, and is not otherwise
prohibited by law or regulation, the owner of the affected land may not

seek an injunction against such activities.

(2) In case of paragraph (1), an owner of land that is substantively
and severely harmed by such nuisance may demand appropriate
compensation from the person causing such nuisance. This shall not
preclude the owner of said land from demanding damages through torts.

141. Discovery of cultural artifact or minerals in the ground

(1) A landowner shall not assert the Ownership over any type of statue,
bas-relief, antiquity, or other cultural artifact discovered in the
ground. Such items shall be deemed as assets of the state, and the owner
of the land shall be obligated to return the artifacts to the Ministry
of Culture and Fine Arts.

(2) A landowner shall not assert Ownership over minerals in the ground,
the nature of which is governed by a separate law. Such minerals shall
comprise assets of the state with the right to mine and acquire them
coming under the Ownership of the person to whom the mining rights have
been granted by the government.

142. Right to cut trees growing across boundary

Should a branch of a tree grow across a boundary from an adjacent land,
or should the roots of a tree grow across the boundary from adjacent
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land, the landowner may receive the Fruits therefrom or eliminate such

branch and/or roots.

Section IV. Relationship Between Adjacent Properties

143. Right to use adjoining land

A landowner may demand to use adjoining land to the extent necessary
to construct or repair fences or buildings on or near the boundary.
Should the neighbor suffer damage as a result thereof, the landowner
must pay compensation.

144. Right of way for enclosed land

(1) A parcel of land that is enclosed and lacks access to a public
thoroughfare, or where the agricultural or industrial use thereof is
significantly hampered due to an insufficient access to a public
thoroughfare shall be referred to as Enclosed Land.

(2) The owner of an Enclosed Land shall be given the right to demand
a right of way over neighboring property in exchange for the payment
of compensation equivalent to the resulting burden on the neighboring
property.

(3) The right of way shall, in principle, be created along the
direction or path that minimizes the distance from the Enclosed Land
to the public thoroughfare. Notwithstanding the provisions of the prior
sentence, the right of way shall be positioned so as to minimize the
burden on the owner of the neighboring property.

(4) Should the Enclosed Land be the result of a division of land
effected pursuant to a sale, exchange, division of devised property or
other relevant contract, a right of way may be demanded only for the
land remaining after such division. In such cases, payment of
compensation is not required. Should a sufficient right of way be unable
to be created in such a situation, the provisions of paragraphs (2) and
(3) shall apply.
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145. Obligation to accept naturally flowing water

(1) The owner of a low-lying parcel of land must accept water flowing
naturally from high lying land. The owner of the low-lying land shall
not construct any bank, dam, wall, or other type of structure that blocks
the flow of water onto the land. The owner of the high-lying land shall
not take any action that increases the water burden on the owner of the
low-lying land.

(2) Should the flow of water through the low lying land be obstructed
due to force majeure without fault of any party, the owner of the high
lying land may carry out construction at his/her own expense so as to
allow the flow to continue.

146. Right to use rainwater

An owner of high lying land is entitled to use and/or divert a water
source existing on his/her property as well as any rainwater falling
upon the property in accordance with the third sentence of paragraph

(1) of Article 145 (Obligation to accept naturally flowing water).

147. Obligation to preserve flow of water

When necessary for agricultural purposes, the owner of land situated
on a body of flowing water has a duty to permit the water to flow to
an adjacent property, and the owner of the adjacent property has the
same duty with respect to properties that is farther away.

148. Right to establish an irrigation channel

A landowner who wishes to receive water from a water source, for which
the landowner has the right to use, for irrigation purposes is entitled
to establish and maintain a channel running through land located in
between his/her own land and the water source in return for the payment
of compensation for damages suffered by the owner of such land.

149. Right to drain water after irrigation

A landowner is entitled to drain any water that remains following
irrigation through any low lying land in return for the payment of
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compensation to the owner of said lower-lying land.

150. Right to drain water of flooded land
The owner of land, the whole or part of which is flooded, is entitled
to drain detrimental water off his/her land so far as it is allowed under

sanitation laws and regulations.

151. Right to install and use of sluice

(1) A riverfront landowner who wishes to use the river to irrigate
his/her land is entitled to install onto the land of the opposite bank
equipment necessary for the taking of water in return for the payment
of compensation to the landowner of the opposite bank.

(2) A landowner accepting the installation of equipment on his/her
land is entitled to demand the person installing the equipment to allow
equal use of the sluice provided he/she pays half of the cost of
construction and maintenance thereof. In such case, the person
installing such equipment shall not bear an Obligation to pay the
compensation mentioned in paragraph (1), and may demand the return of
any compensation paid.

152. Nuisance to livelihood

A landowner who intends to carry out activities on his/her land that
may create a nuisance with regard to any neighboring parcels, such as
drilling, boring or digging, or who wishes to install or store on his/her
land equipment or materials of a dangerous, inconvenient or unsanitary
nature, shall comply with any specially established rules regulating
the distance at which such activities, equipment or materials may be

located or the measures that must be taken.

153. Duty to erect blinds for windows

A landowner who erects within two meters of the boundary of an adjacent
parcel of land a window, balcony or any other similar fixture or
structure that offers a direct view of the residential land of another

shall erect a blind therefore.
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154. Trees planted near the boundary

A landowner may not have trees, bushes, or shrubs exceeding two meters
in height within two meters of a boundary with an adjacent parcel of
land. A landowner violating this restriction shall be required to
transplant the offending tree, bush, or shrub upon demand by the

neighboring landowner.

Section V. Right to Demand Based on Ownership

155. Right to demand return based on ownership
An owner may demand the possessor return an Object. This shall not apply
where the possessor is entitled to possess the Object in place of the

owner.

156. Possessor and fruits
(1) A possessor in good faith is entitled to receive the Fruits arising

from the possessed Object.

(2) Should a bone fide possessor fails in a lawsuit in which his/her
title to possess an Object has been disputed, he/she shall be deemed
to be mala fide possessor retroactively as from the time of the Ffiling
of the lawsuit.

(3) Should a possessor return an Object to an owner, should any of
the Fruits have been produced during a time in which the possessor was
mala fide, he/she shall return the Fruits obtained therefrom and provide
compensation therefor in the value of any Fruits lost or not collected
due to the actions of the possessor.

157. Responsibility for loss of or damage to a possessed Object

Should a possessor be at fault for the loss of or damage to an Object,
or for inhibiting the return of the Object, should the possessor be mala
fide when such cause occurred, the possessor shall provide compensation
for all damage arising therefrom, however, should the possessor be a
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possessor in good faith, the possessor shall provide compensation only
to the extent at which he/she continued to receive the benefits
therefrom. That said, a possessor without intention of ownership shall
make compensation for all damage regardless of whether or not the
possession was in good faith.

158. Possessor®s right to demand reimbursement for expenditures
(1) A possessor who returns an Object to an owner may demand that the
owner reimburse him/her in the amount of necessary costs that the
possessor has expended upon the Object for its maintenance and/or the
preservation thereof. Should the possessor have collected and consumed
the Fruits of said Object, he/she shall be solely responsible for
customary and necessary costs of maintenance and/or the preservation
of the Object.

(2) Should a possessor have incurred costs for the improvement of an
Object or any other beneficial expenditure for an Object, the owner
shall provide compensation, at the owner®s discretion, for either the
expenditures made by the possessor or the increase in value in the Object
attributable to such expenditures, to the extent that the increase in
value continues to exist. However, as against a bad faith possessor,
the court may grant the owner a grace period of a reasonable length to

make such compensation.

(3) Where a possessor is to return land to the owner, if there exist
buildings, unharvested crops or unharvested timber that a good faith
possessor constructed or planted thereon, the owner shall provide
compensation, at the owner®s discretion, for either the expenditures
made by the possessor for these buildings, crops or timbers, or the
increase in value in these buildings, crops or timbers attributable to
such expenditures, to the extent that the increase in value continues
to exist. Notwithstanding the provisions set forth in paragraphs (1)
and (2) above, where the possessor is a possessor in bad faith, the owner
may elect to either remove the constructed buildings, planted but
unharvested crops or unharvested timber, or assume the ownership

thereof. Where the landowner elects for removal, the possessor must
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remove the buildings, crops or timber without receiving compensation.
Should the owner elect to assume the ownership of the buildings, crops
or timber, the owner must compensate the possessor for expenditures made
by the possessor or for the increase in the value of the buildings, crops
or timbers that include the original value of these Objects and shall
be calculated without considering the added value to the land. In this
case, the court may grant the owner a grace period of a reasonable length
to make such compensation.

159. Right to demand abatement or precautions against obstruction of
the exercising of ownership based on ownership rights
(1) Should the exercise of ownership be obstructed, the owner may

demand that the person causing such obstruction cease such hindrances.
(2) Should the exercise of ownership be realistically in danger of

being obstructed, the owner may demand that the person causing such
threat of obstruction prevent such hindrance.

Section VI. Acquisition of Ownership
Sub-section I. Acquisition of Ownership over Immovable

160. Acquisition of ownership over immovables
In addition to acquisition through contract, succession or other causes
set forth in this Section IV, ownership over an immovable may also be
acquired via the provisions set forth in this Code and other laws.
161. Immovable without owner
An immovable without an owner shall be the property of the state.
162. Prescriptive acquisition of ownership over an immovable
(1) A person who peaceably and openly possesses an immovable for a

period of 20 years with the intention of ownership shall acquire
ownership thereof.
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(2) A person who peaceably and openly possesses an immovable for a
period of 10 years with the intention of ownership shall acquire
ownership thereof should possession have been commenced in good faith
and without negligence.

(3) Neither Paragraph (1) or (2) shall apply to any immovable property
belonging to the state, regardless of the type of immovable.

163. Retroactive effect of prescriptive acquisition

The effect of acquisition of ownership as set forth iIn Article 162
(Prescriptive acquisition of ownership over an immovable) shall be
retroactive to the day on which the period of prescription commenced.
Fruits that come into existence after such day shall belong to the person

acquiring ownership via prescription.

164. Invocation of prescriptive acquisition
(1) A court shall not issue a jJudgment based on prescriptive

acquisition unless a party invokes prescriptive acquisition.

(2) Prescriptive acquisition may be invoked only by a prospective
prescriptive acquirer, a person who has received a perpetual lease,
usufruct, right of use/right of residence, easement, contractual lease,
hypothec or pledge from a prospective prescriptive acquirer, or other
person having a legitimate interest under the law for the invocation
of prescriptive acquisition.

(3) Should a prospective prescriptive acquirer invoke prescriptive
acquisition, any third party shall also receive the benefit thereof.
Should a person other than the prospective prescriptive acquirer, but
who has the right to invoke prescriptive acquisition, properly invoke
prescriptive acquisition, such invocation shall be effective only
concerning the relationship between the invoking person and the

original owner.

165. Renunciation of benefits of prescriptive acquisition
The benefits arising from prescriptive acquisition may not be renounced
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in advance. A prescriptive acquisition that has already been completed

may be renounced.

166. Persons affected by renunciation of benefits of prescriptive
acquisition

A renunciation of the benefit of prescriptive acquisition is effective

only concerning the relationship between the original owner and the

renouncing party bearing the right to invoke prescriptive acquisition.

167. Grounds for interruption of prescriptive acquisition

Prescriptive acquisition shall be interrupted by any of the following:
a. Loss of possession with the intention of ownership;

. The Filing of a lawsuit or equivalent exercise of legal rights;

. An act of execution or preservative relief; or

o O T

. Acknowledgment.

168. Persons affected by interruption of prescriptive acquisition

Should an interruption of prescriptive acquisition be in effect against
a prospective prescriptive acquirer, other persons may not negate the
effect of such interruption. Should an interruption of prescriptive
acquisition be in effect against a person other than the prospective
prescriptive acquirer but has the right to invoke prescriptive
acquisition, the interruption shall be effective only concerning the
relationship between the original owner and the person bearing the right

to invoke prescriptive acquisition.

169. Loss of possession with intention of ownership

Should a person having possession with the intention of ownership
involuntarily lose such possession and possession is thereafter
recovered within one year or is recovered through a lawsuit filed within
one year of the loss, the prescriptive acquisition shall be deemed to

have continued uninterrupted.
170. Lawsuit

A lawsuit that is dismissed without prejudice or withdrawn shall not

interrupt any prescriptive acquisition.
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171. Rescission of act of execution or act of preservative relief
Should an act of execution or preservative relief be rescinded upon the
motion of a right-holder or for failure to comply with conditions
imposed by law, any interruption of prescriptive acquisition effected
by such act shall be deemed to have not occurred.

172. Calculating of prescriptive acquisition period Tollowing
interruption

(1) Upon the termination of an interruption of prescriptive

acquisition, the prescription period shall be calculated anew as of the

date of such conclusion.

(2) The prescription period for prescriptive acquisition that has
been interrupted through the filing of a lawsuit shall be calculated
anew commencing from the date on which the decision of the court becomes
final and binding.

173. Suspension upon demand

(1) Should the original owner make a demand during the six months prior
to the completion of the prescription period for prescriptive
acquisition, the prescription period shall not be deemed to have been
completed with respect to the person on whom the demand is made for a
period of six months from the date of the demand. However, the owner
shall not delay the completion of the prescription period through a
subsequent demand identical to the prior demand.

(2) Should the lawsuit fail to interrupt the prescription period as
a result of its dismissal without prejudice or withdrawal, a demand
shall be deemed to have run continuously from the day of service of the
complaint upon the counterparty to the day of dismissal or
discontinuance of the action. In such case, the period of prescription
shall not be deemed to have been completed until six months after the
dismissal or withdraw the lawsuit.

(3) Should the original owner asserts his/her right as a defendant
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in a lawsuit, the demand shall be deemed to run continuously during the
pendency of the lawsuit commencing from the time the assertion was made.
In such case, the period for prescriptive extinction of the claim
against the defendant shall not complete until six months passes after
the judgment in the lawsuit becomes final and binding.

174. Suspension of prescriptive acquisition period against minor or
General Ward

Should the original owner be a minor or General Ward, and have no legally

appointed representative within six months prior to the completion of

the prescription period for prescriptive acquisition, such period shall

not be deemed to have been completed until six months after the minor

or adult in guardianship attains capacity or obtains a legally appointed

representative.

175. Suspension of prescriptive acquisition period between minor or
General Ward and legally appointed representative

Should a legal representative is to obtain via prescriptive acquisition

ownership of an immovable owned by a minor or General Ward, the

prescription period for such prescriptive acquisition shall be deemed

to have not been completed until six months after the minor or General

Ward attains the capacity or obtains a new legal representative.

176. Suspension of prescriptive acquisition period between spouses
Should one spouse be to obtain via prescriptive acquisition ownership
of an immovable owned by the other spouse, the prescription period for
such prescriptive acquisition shall not be deemed to have been completed
until six months after the dissolution of their marriage.

177. Suspension of prescriptive acquisition period In case of natural
disaster

Should an original owner be unable to interrupt the prescription period

of a prescriptive acquisition due to natural disaster or other force

majeure, such period shall not be deemed to have been completed until

six months after the disaster or force majeure has ceased to exist.
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178. Prescriptive acquisition of rights relating to an immovable

(1) A person who peaceably and openly exercises for his/her own
benefit a right relating to an immovable such as a perpetual lease,
usufruct, right of use/right of residence, easement, contractual lease
or pledge shall obtain such right after either 10 years or 20 years,
in accordance with the classifications set forth in Article 162
(Prescriptive acquisition of ownership over an immovable). However,
should it meet the requirements under Article 300 (Prescriptive
Acquisition of easement), such may be obtained through prescriptive

acquisition.

(2) The provisions of Article 163 (Retroactive effect of prescriptive
acquisition) through Article 177 (Suspension of prescriptive
acquisition period In case of natural disaster) shall apply mutatis

mutandis to prescriptive acquisition of rights specified in paragraph

@.

(3) Paragraph (1) shall not apply to any immovable property belonging

to the state, regardless of the type of immovable.

179. Ownership of alluvial deposit

An alluvial deposit that forms gradually and naturally along a riverbank
belongs to the owner of the riverbank along which such deposit forms,
regardless of whether the river is navigable by boat or raft. The owner
of the riverbank of a river navigable by boat or raft is responsible
for maintaining the navigable channel in compliance with the laws and

regulations.

180. Ownership of alluvial deposit

With regard to an enlargement of the land along a riverbank as a result
of the gradual and natural conveyance of an alluvial deposit from the
opposite riverbank through the natural water flow, the owner of the
parcel of land on the enlarged riverbank shall receive all benefits from
the conveyed alluvial deposit. The owner of the land on the opposite

riverbank may not demand the return of the lost soil.
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181. Right to demand return of land removed by water flow
Regardless of whether a river is navigable by boats or rafts, where a
river removes by sudden force a significant and clearly recognizable
portion of a riverbank and transfers it to the opposite bank or to a
lower lying part of the river, the owner of the lost soil may make claim
for the return of said soil. The owner must exercise his/her right to
demand return of the soil within one year. This shall not apply where
the owner of the land that was joined with the removed portion has not
yet taken possession of such land.

182. Ownership of island or alluvial bed in the middle of a navigable
river

An islands or alluvial bed that forms in the middle of a river navigable

by boats or rafts shall be the property of the state.

183. Ownership of an island or alluvial bed in the middle of a
non-navigable river

An island or alluvial bed that forms in the middle of a non-navigable

river shall belong to the owner of the riverbank corresponding to the

side on which it forms. Should an island or alluvial bed form more or

less in the center of the river, such formation shall belong to the

owners of both riverbanks using the centerline of the river as the

dividing line of ownership.

184. Ownership of islands

Should a river form a new branch and cuts off land belonging to a
riverbank owner, thereby creating an island, the owner of the riverbank
shall not lose ownership of such land, even should the island be formed

in the middle of a river navigable by boats or rafts.

185. Ownership of a former riverbed after the creation of new channel
Should a river navigable by boats or rafts abandon its existing riverbed
and flow through a new channel, the riverbank owners may acquire
ownership of the former riverbed up to the centerline of said riverbed
thereof. The riverbank owners shall pay the price determined by an

expert appraiser. On the application of the capital or provincial
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authority or of an interested party, the price of the old riverbed shall
be determined by an expert appraiser appointed by the court located in
that jurisdiction. However, should the riverbank owners not indicate
their respective intention to acquire the former riverbed, the former
riverbed shall be sold via public auction by the capital or provincial
authority. The money paid by the riverbank owners or received from the
sale of the former riverbed shall be distributed to the owners of the
land lost due to the new channel in proportion to the value of the land
lost.

186. Affixture of a movable to an immovable

Should a movable may be affixed to an immovable and become a component
thereof, ownership of the immovable shall extend to the movable unless
otherwise provided for under law or by agreement. In such case, the
person losing rights to the movable may demand compensation from the
owner of the immovable in accordance with the rules pertaining to unjust
enrichment. However, no claim for the restoration of the status quo ante

shall be permitted.

Sub-section II. Acquisition of Ownership over Movables

187. Acquisition of ownership over movables
In addition to acquisition through contract, inheritance or other
causes set forth in this Section 1V, ownership over a movable may also

be acquired via the provisions set forth in this Code and other laws.

188. Ownership of movables without owner
Ownership of a movable without an owner shall be that of the person who
first commences the possession thereof with the intention of ownership.
This shall not apply if otherwise provided for by law or regulations
in relation to the protection of wild life.

189. Ownership of escaped animals

A person who commenced possession in good faith of any escaped animal
other than livestock raised by another or birds other than poultry
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raised by another shall acquire ownership thereof unless the person who
raised such animals or birds demands their return within one month of

the time of their escape.

190. Ownership of fish living in pond
Fish living in a pond, swamp or other body of water owned by a person
shall belong to such owner.

191. Ownership of lost objects

(1) A person who finds an object lost by another shall return it to
the owner if the identity of the owner is clear, while If the identity
of the owner is not clear, the finder shall turn over the object to the
chief of the police within seven days of finding it.

(2) The chief of the police shall retain custody of the lost object
and give public notice of its discovery, and if the identity of the owner
is not determined within six months, the finder shall acquire ownership
of the lost object. However, should the finder fail to turn over the
lost object within seven days of finding it, the finder shall not acquire
ownership, and instead its ownership shall revert to that of the state.
Such shall also apply to cases wherein the finder does not claim the
lost object from the chief of the police within two months after

acquiring ownership.

(3) Should the lost object be of a kind that is unable to be kept in
custody, the chief of the police may sell it and keep custody of the
proceeds of the sale. Said sale proceeds shall be handled in the same
manner as the lost object itself.

(4) Should the lost object be returned to the owner, the owner shall
pay between five and twenty percent of the value of the object as
finder®s compensation. ITf the finder does not exercise his/her right
of demand for compensation within one month of the object"s return, the
finder shall lose his/her right of demand for the finder®™s compensation.

192. Ownership of buried treasure
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The provisions of Article 191 (Ownership of lost objects) shall apply
mutatis mutandis to buried treasure, except as set forth in Article 141
(Discovery of cultural artifact or minerals in the ground). However,
where buried treasure that is not identified by its owner is discovered
among Objects belonging to another, ownership of such treasure shall
be split evenly between the discoverer and the owner of the other
Objects.

193. Bona fide acquisition of ownership of movables

A transferee who commences in good faith and without negligence the
possession of a movable upon receiving the delivery of the movable under
a valid contract transferring the ownership of the movable, the person
shall acquire ownership of such movable even where the transferor did
not have the ownership thereof. This shall not apply where the

transferor still maintains the direct possession over the movable.

194. Transfer of stolen or lost property

(1) In the case described in Article 193 (Bona fide acquisition of
ownership of movables), should the transferred Object comprise stolen
or lost property, the injured party or owner of the lost property may
demand the return of the property from the transferee within two years
of its theft or loss.

(2) Should a transferee purchase and receive in good faith stolen or
lost property via public auction, sale on the open market, or from a
merchant who sells items of the same type, the injured party or the owner
of the lost property may not demand the return of the property without
paying the transferee compensation for the price paid by him/her.

195. Prescriptive acquisition of ownership over movables
(1) A person who possesses a movable peaceably and openly for 10 years

with the intention of ownership shall acquire ownership thereof.
(2) A person who possesses a movable peaceably and openly for 5 years

with the intention of ownership shall acquire ownership thereof if

possession was commenced in good faith and without negligence.
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196. Prescriptive acquisition of rights regarding movable and other
property rights

A person who peaceably and openly exercises for his/her own benefit a

pledge, contractual lease or other right regarding a movable or other

property right3 shall obtain such rights after either 10 years or 20

years, in accordance with the classifications set forth inArticle 195

(Prescriptive acquisition of ownership over movables).

197. Mutatis mutandis application of provisions regarding
prescriptive acquisition of immovables

The provisions of Article 163 (Prescriptive acquisition of ownership

over movables) and Article 177 (Prescriptive acquisition of rights

regarding movable and other property rights) shall apply mutatis

mutandis to the cases described in Article 195 (Retroactive effect of

prescriptive acquisition) through Article 196 (Suspension of

prescriptive acquisition period in case of natural disaster).

198. Attachment, mixture, consolidation of movables

(1) Should two or more movables be affixed to each other such that
they cannot be separated without causing damage thereto, ownership of
the composite Object shall belong to the owner of the principal movable.
This shall also apply where such separation would be unreasonably

expensive.

(2) Should the principal movable of attached movables be
undistinguished from the other movables, ownership of the composite
movable shall be shared among the owners of the component movables in
proportion to the respective values thereof at the time they became
attached.

(3) The provisions of paragraphs (1) and (2) shall apply mutatis

3 As used in this translation, the term "property right® shall include rights
over property (rights in rem), rights arising from an Obligational relationship
(rights in personam), intellectual property rights, shares in a company, etc., and
can be contrasted with "non-property rights® such as individual rights or other
rights purely inherent to one"s identity or status.
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mutandis where two or more movables become mixed or consolidated with

each other such that they cannot be separated.

199. Processing of movable

(1) A person who creates a new movable through the processing or
reworking of materials belonging to another shall acquire ownership of
the processed Object. However, should the added value attributable to
the processing or reworking be substantially less than the value of the
materials, ownership of the processed Object shall belong to the owner
of the materials.

(2) Should the processing party provide part of the materials, said
party shall acquire ownership of the processed Object so long as the
increase in the value of the Object attributable to the processing or
reworking plus the price of the materials provided by the processing
party exceeds the price of the materials provided by the other person.

200. Effect of amalgamation of movable
(1) Should ownership of an Object be extinguished due to attachment,
mixing, consolidation or processing, all prior rights that existed over

such Object are also extinguished.

(2) The rights of another party that have already been established
over an Object held by a person who acquired ownership of a composite,
mixed, consolidated or processed Object shall continue to exist over
the newly created Object. In cases where the newly created Object is
held by joint owners, such rights shall continue to exist over the

person®s ownership share.

201. Amalgamation and compensation therefor

A person who loses rights as a result of attachment, mixing,
consolidation or processing of a movable may demand compensation from
the person acquiring rights over said movable and benefiting therefrom,
in accordance with the provisions of this Code relating to unjust

enrichment. However, demands for the restoration of the status quo ante
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shall not be permitted.

Section VII. Joint Ownership

202. Definition of joint ownership
Joint ownership shall be the circumstance in which ownership of a single
Object that is owned by multiple persons for which the size of each owner*s

ownership interest is limited to such owner"s share in the Object.

203. Equality of shares of joint ownership

All shares of the joint owners are presumed to be equal.

204. Disposal of joint ownership
Each joint owner may transfer or provide his/her share as security. A

creditor of a joint owner may attach the joint owner ’s share.

205. Use of jointly owned Object
A joint owner may use the entire jointly owned Object in accordance with

his/her share.

206. Preservation of jointly owned Object
Each joint owner can independently perform acts of preservation on the

jointly owned Object.

207. Change in use of jointly owned Object
No joint owner shall be able to dispose of or significantly alter the

jointly owned Object without the consent of the other joint owners.

208. Administration of jointly owned Object

Except as provided in Article 206 (Preservation of jointly owned Object)
and Article 207 (Change i1n use of jointly owned Object), all matters
relating to the administration of the jointly owned Object shall be
determined by the majority of the joint owner based on the value of each

joint owners share.

209. Liabilities for jointly owned Object
(1) Each joint owner shall bear the expenses for administration, taxes
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and other costs in relation to the jointly owned Object in proportion

to his/her share of ownership thereof.

(2) Should a joint owner incur a cost in an act of preservation or
administration, or for taxes or other charges in excess of his/her share
of the jointly owned Object, he/she may seek compensation from each
other joint owner for such excess expenditure in accordance with their

respective joint ownership share.

(3) The claim of compensation for expenditures described in Paragraph
(2) may be made against a successor-in-interest acquires the share from

another joint owner.

210. Renunciation and other matters of joint ownership
Should a joint owner renounce his/her share or die without an heir,
his/her share shall devolve to the other joint owners.

211. Demand for partition of jointly owned Object

(1) Each joint owner may at any time demand the partitioning of the
jointly owned Object. This assumes that the joint owners may agree to
prohibit such partitioning for a period of time not exceeding five
years.

(2) The non-partition agreement described in Paragraph (1) may be
renewed, but the duration of the renewed agreement shall not exceed Five

years in duration.

212. Method of partitioning for jointly owned Object

Where joint owners cannot reach an agreement regarding the partitioning
of a jointly owned object, a joint owner may file an action for
partitioning. In such case, the court may order the partitioning of the
physical object or, where there is a danger of the partitioning of the
physical object causing significant loss to the value thereof and where
proper grounds exist, the court may order that the object be sold through
compulsory sale and the proceeds be allocated to the joint owners in

accordance with their respective share, or may order that one or more
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joint owners transfer their shares to the other joint owners in exchange

for compensational payments.

213. Claims regarding joint ownership

(1) Should a joint owner have a claim against another joint owner in
regards to preservation, administration, or obligations in relation to
the jointly owned Object, he/she may, upon demand, for partitioning
satisfaction out of the portion that is to accrue to the Obligor.

(2) If for the purpose of obtaining the satisfaction described in
paragraph (1) it is necessary to sell that portion of the jointly owned
Object that is to accrue to the Obligor, the Obligee may demand such
sale.

214. Quasi joint ownership

The provisions regarding joint ownership shall apply mutatis mutandis
to cases in which multiple persons share property rights other than
ownership. This shall not apply where otherwise provided for by law.

Section VIII. Indivisible Joint Ownership

215. Definition of indivisible joint ownership

A joint ownership by persons who own adjacent parcels of land of a
partition that distinguishes such parcels of land or buildings on the
land from each other, such as a partition wall, moat, bank or hedge,

in an indivisible manner is termed indivisible joint ownership.

216. Indivisible joint ownership of partition wall

Should a partition wall separate adjoining buildings having different
heights, such partition wall is presumed to be indivisibly and jointly
owned up to the height of the shorter building, and where a partition
wall separates adjacent parcels of land that are separated by a yard,
garden or courtyard, all of such partition wall is also presumed to be
indivisibly and jointly owned.

217. Repair and improvement of indivisibly and jointly
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owned partition wall
Persons who share indivisible joint ownership of a partition wall shall
be responsible for the repair and improvement thereof in accordance with
their respective rights. An indivisible joint owner may be exempted from
bearing the expenses for repair or improvement of the partition wall
by renouncing his/her indivisible joint ownership interest. This shall
not apply where such partition wall constitutes a part of a building.

218. Use of indivisibly and jointly owned partition wall

Each indivisible joint owner may place a beam or girder into the
partition wall up to half of the entire depth of the wall in order to
build a structure using the partition wall.

219. Structure against indivisibly and jointly owned

partition wall

(1) Anindivisible joint owner may not without the consent of the other
indivisible and joint owner make a hole in the partition wall or attach

a structure that could otherwise damage the partition wall.

(2) In the case described in paragraph (1), where the other
indivisible joint owner refuses to agree without justifiable reason,
the indivisible joint owner may seek a judgment from the court that will
be substituted in place of such agreement.

(3) In the case described in paragraph (2), the court may grant a
judgment that will be substituted for the other invisible joint owner”s

agreement In exchange for reasonable security.

220. Placing partition wall previously not indivisibly and jointly
owned into indivisible joint ownership

The owner of land that is in contact with a partition wall may place

the partition wall into indivisible jointly owned wall by paying the

owner of the partition wall the sum of half of the value of the partition

wall and half of the value of the land on which the partition wall is

built.
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221. Increasing height of indivisible jointly owned

partition wall
An indivisible joint owner may increase the height of an indivisibly
and jointly owned partition wall. However, the costs of increasing such
height and of maintaining the higher part of the wall shall be borne
by the indivisible and joint owner who increased the wall"s height.

222. Improvement, etc. of indivisibly and jointly owned

partition wall
(1) Where the partition wall to be increased in height cannot
withstand such increase, the person desiring the increase in height may
rebuild the entire partition wall at his/her own expense. However, where
the thickness of the partition wall is to be increased, such increase
shall occur on the side of the rebuilding owner.

(2) A neighbor who does not cooperate in the height increase may obtain
an indivisible joint ownership interest in the part of the partition
wall formed by the increase in height by either paying half of the cost
thereof, and/or where the partition wall was made thicker, by
additionally paying half of the value of the land required for such
increase iIn thickness.

223. Indivisible and joint ownership of enclosure
Any enclosure that separates parcels of land shall be presumed to be
indivisibly and jointly owned by the owners of the respective parcels.

224. Expenses fTor preservation of enclosure
(1) An enclosure other than a partition wall that is indivisibly and
jointly owned shall be preserved at the expense of all the persons who

indivisibly and jointly own such enclosure.
(2) An indivisible joint owner of an enclosure may avoid

responsibility for the costs associated therewith by renouncing his/her

indivisible and joint ownership.
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(3) An indivisible joint owner of a moat in which water flows may not
renounce his/her indivisible and joint ownership pursuant to the

provisions of paragraph (2).

225. Enclosure not indivisibly and jointly owned

An owner of an immovable that is in contact with an enclosure, other
than a partition wall, that is not indivisibly jointly owned may not
demand that the owner of the enclosure place the enclosure into

indivisible and joint ownership.

226. Indivisibly and jointly owned hedge

(1) An indivisible joint owner of a hedge may destroy the hedge to
the extent of such ownership interest. However, such owner is obligated
to build a partition wall at the border demarcating his/her ownership.

(2) The same applies to indivisibly and jointly owned moats and banks

that exist only for the benefit of the enclosure.

Chapter 3 POSSESSORY RIGHTS

Section I. General Rules

227. Definition of possession
(1) Possession shall refer to the holding of an Object .

(2) Holding shall mean the state of controlling an Object as a matter

of fact, whether directly or indirectly.

228. Direct possession and indirect possession
(1) A Object may be possessed indirectly through another person.

(2) In cases described in paragraph (1), a person directly holding
an Object is referred to as a direct possessor, and a person holding
an Object indirectly through another person is referred to as an
indirect possessor.
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229. Assignment of possession
(1) Possession is assigned by delivery of the possessed Object. This

form of assignment of possession is referred to as Actual Delivery.

(2) Possession may be assigned without actual transfer, by agreement
of the parties alone. In this case, the assignee of possession acquires
the indirect possession through the directed possession by the assignor.
This form of assignment of possession is referred to as Agreement on
Possession .

(3) Should the assignee of possession currently, actually hold the
Object directly, possession may be assigned by agreement of the parties
alone. In this way, the assignor of possession loses the indirect
possession that he/she had through the holder of the Object. This form
of assignment of possession is referred to as Summary Delivery.

(4) A person who possesses an Object indirectly through another person
may assign possession to a third party by agreement with such third party
and notice to this effect to the person in direct possession. This form
of assignment of possession is referred to as Assignment of Possession

via Instruction.

230. Extinguishment of possession

Possession shall be extinguished when the possessor ceases to hold the
Object. This provided that such shall not apply, where the possessor
has been dispossessed of the Object, if the possessor repossesses the
Object or the possessor files an action for recovery of possession of
the Object within one year of such dispossession.*

231. Extinguishment of possession of an indirect possessor
(1) The possession of an indirect possessor will be extinguished in
the following cases:
a. If the authority of the direct possessor to possess on behalf
of the indirect possessor and duty of direct possessor to

4 This sounds like the English action in detinue, but the translator has not

used this term because return as used later in this law extends to immovable as
well as Object, unlike detinue which is limited to Object.
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possess on behalf of the indirect possessor extinguish;

b. If a state is recognized that the direct possessor has not agree
with the possession of the indirect possessor; or

c. IT the direct possessor inadvertently losses possession of the
Object.

(2) In cases falling under subparagraph (c) of paragraph (1) and where
the possessor has been dispossessed of the Object, the possession shall
not be extinguished if the direct possessor or indirect possessor
repossesses the Object or files an action for recovery of possession
of the Object within one year of such dispossession.

232. Possession with or without intention of ownership

(1) In some cases of possession the possessor has the intention to
become the owner of the Object possessed and in other cases the possessor
does not have such intention. Whether such intention exists or not will
be determined on the basis of the objective nature of the ground of
acquisition of the possession.

(2) If on the basis of the objective nature of the acquisition of
possession, the possessor does not have the intention to become the
owner of the Object, the nature of possession shall not be altered into
that involving an intention to become the owner unless the possessor
declares to the person who put him into possession that he/she intends
to become the owner, or unless he/she commences possession on the basis
of a new ground of acquisition of possession with the intention of

becoming the owner.

233. Defective possession

(1) Possession that is acquired with knowledge that one has no right
of possession to it is referred to as Possession in Bad Faith and
possession acquired without knowledge that one has no right of
possession to it as Possession in Good Faith. If the lack of knowledge
results from negligence, the possession is referred to as Negligent

Possession.
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(2) Peacable Possession shall refer to possession acquired and
maintained without violence. This provided that such will still be
peaceful possession if a person who has initially acquired possession
peacefully uses violence to protect such possession against unlawful
infringement by a third party.

(3) Open possession shall refer to possession without concealment,
so that persons having rights over the possessed Object can know or see
the fact of such possession.

(4) Defective Possession refers to possession in bad faith, to
possession that despite being in good faith is negligent, to possession

that is not peaceful and/or to possession that is not open.

234. Presumptions
(1) Possessors are presumed to be In possession with the intention

of ownership over the Object.

(2) Possessors are presumed to be in possession in good Tfaith,
peacefully and openly.

(3) IT there is proof of possession at one time and different times
subsequent to that time, possession is presumed to have been continuous
throughout the intermediate time.

(4) The possessor is presumed to hold lawfully a right to possess the

relevant Object.

235. Succession to possession
(1) A successor to possession may at his/her option assert his/her
own possession only or his/her own possession together with that of

his/her predecessor in possession.
(2) If he/she asserts the possession of his/her predecessor together

with his/her own, he/she also succeeds to any defective iIn the

possession of the predecessor. Consequently If there are defective in
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the possession of the predecessor, even if the successor’s possession

is non-defective, the two possessions together will be defective.

Section IX. Rights to Demand Protection of Possession

236. Rights to demand protection of possession

A possessor, whether direct or indirect, may demand return of the
dispossessed Object or removal of disturbance or prevention of
disturbance to possession in accordance with those set forth in Article
237 (Right to demand return of Object in possession) through Article 241

(Relation with actions on title).

237. Right to demand return of Object In possession
(1) A possessor who has been dispossessed of an Object may demand

return of said Object.

(2) Aright to demand return of an Object may not be exercised against
a person who has acquired the Object from the dispossessor, a pledgee
or other successor in interest. This provided that, where such successor
knew or should have known of the fact of dispossession, a right to demand
return of the Object may be exercised against such successor.

(3) An action for return of an Object in possession must be filed no

later than one year from the dispossession.

238. Right to demand removal of disturbance
(1) Should a possessor’s possession have been disturbed, he/she may

demand removal of such disturbance.

(2) An action for removal of disturbance must be filed during the
continuance of the disturbance or within one year after it has ceased.
This provided that in cases where the Object possessed has been damaged
in the course of construction work, the action may not be brought after
the lapse of one year from the commencement of such work, or after the
completion thereof.
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239. Damages

(1) Neither Article 237 (Right to demand return of Object in
possession) nor Article 238 (Right to demand removal of disturbance)
precludes a demand for damages in torts.

(2) An action for damages incurring from dispossession of an Object

must be brought not later than one year from the dispossession.

(3) An action for damages incurring from disturbance to possession
must be brought during the continuance of the disturbance or within one
year after it has ceased. This provided that in cases where the Object
possessed has been damaged in the course of construction work, the
action may not be brought after the lapse of one year from the
commencement of such work, or after the completion thereof.

240. Right to demand prevention of disturbance to possession
(1) Should there be a danger of disturbance to possession, the
possessor may demand prevention of such disturbance. This provided that
the court, in lieu of preventing the disturbance, may require the
depositing of appropriate security.

(2) An action for prevention of disturbance may be brought so long
as the danger of disturbance exists. This provided that in cases where
there is a danger that the Object possessed will be damaged in the course
of construction work, the action may not be brought after the lapse of
one year from the commencement of such work, or after the completion
thereof.

241. Relation with actions on title

(1) Ownership, perpetual lease, usufruct, pledge, lease, and other
rights that legally justify the holding of an Object are referred to
as Title®.

5 This term is different from the ordinary used title in Cambodia such as ‘Certificate
Acknowledging Immovable Ownership’, Tmmovable Possessory Right Title’, ‘Land
Possessory Right and Use Title’
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(2) The defendant to an action for protection of possession is not
permitted to assert a defense based on title against the exercise of

a right to demand protection of possession.

(3) Actions for possession and actions based on title shall not be
mutually exclusive. The defendant to an action for possession may bring

a counter-action based on title.

(4) Actions for possession shall not be adjudicated upon grounds

relating to title.

Section II. Protection of Special Occupants of Immovable

242. Protection of occupant of immovable holding a certificate of
occupancy
(1) A person who has been continuously using and profiting a piece
of immovable for which a Certificate of Possessory Right to an Immovable
has been issued, but over which the registration required for the
acquisition of complete ownership has not been effected because the
cadastral survey and register have not yet been prepared shall be deemed
to be the owner in respect to demands based on real property rights.

(2) Even if the person described in paragraph (1) allows a third party
to use and profit from the immovable in question, the prior mentioned
person shall still be deemed to be the owner in respect of claims based
on real property rights.

(3) A person who has acquired the Certificate of Possessory Right to
an Immovable from the occupant described in paragraph (1) and taken over
occupation of the immovable shall be deemed to be the owner in respect
of claims based on real rights.

243. Protection of occupant of immovable prior to the enforcement
of the Land Law
(1) A person who despite being in continuous, peaceful and undisputed

occupancy of an immovable that is legally capable of being occupied by
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a private person for a period of Five years prior to the Land Law coming
into force, has neglected to register such occupancy based on the Land
Law, is permitted to exercise a right to demand protection of possession
against a third party who infringes such occupancy.

(2) A person who begun continuous occupation of an immovable prior
to the Land Law coming into force, and obtained a permit from a
governmental authority to extend his/her occupation for a period
required for the acquisition of complete ownership is also permitted
to exercise a right to demand protection of possession against a third
party who infringes such occupancy.

(3) So far as the exercise of a right to demand protection of
possession Is concerned, a one-year period as set forth in Articles 237
(Right to demand return of Object in possession) through Article 240
(Right to demand prevention of disturbance to possession) shall be
replaced with a period of three years.

Chapter 4 PERPETUAL LEASES

244. Definition of perpetual leases
Perpetual Lease shall refer to a long-term lease of an immovable for

a term of no less than 15 years.

245. Formation of perpetual lease
(1) A perpetual lease shall not be valid unless it is established in

writing.

(2) A perpetual lease that is not in writing shall be deemed to be
a lease without a prescribed period, and may be terminated at any time
by either party unilaterally in accordance with Article 615 (Notice of

termination of lease without fixed term).
246. Requirements for perfection of perpetual lease

(1) Unless the perpetual lessee registers the perpetual lease, it

cannot be asserted against third parties.
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(2) If the ownership of the immovable that is the subject of a
perpetual lease is assigned, a registered perpetual lease may be held

up against the transferee.

(3) The provisions of Article 598 (Conditions for perfection of Lease
of immovables) shall apply to the perpetual lease without register up
to 15 years.

247 . Term of perpetual lease
(1) The term of a perpetual lease may not exceed 50 years. If a
perpetual lease is established with a term exceeding 50 years, it shall

be shortened to 50 years.

(2) A perpetual lease may be renewed. This provided that the renewed

term shall not exceed 50 years counting from the date of renewal.

248. Rent
(1) The perpetual lessee shall pay the rent to the perpetual lessor

at the stipulated time.

(2) IT there is no stipulation of time for payment of rent, the lessee
shall pay the rent at the end of each year. This provided that should
there be a harvest season, the payment shall be made without delay after

such season.

249. Right to demand increase or decrease of rental

IT the rent is no longer appropriate on account of change in
circumstances, either party may request the court to increase or
decrease the rental to an appropriate amount.

250. Perpetual lessor’s right of termination

IT the perpetual lessee fails to pay the stipulated rent for three years,

the perpetual lessor may terminate the perpetual lease.
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251. Perpetual lessee’s right of termination

IT no profit can be derived from the immovable for 3 years on account
of unforeseeable circumstances or force majeure, or there is no prospect
of future profit exceeding the annual rental on account of damage to
part of the immovable, the perpetual lessee may terminate the perpetual
lease.

252. Assignment of perpetual leases
(1) Perpetual leases may be assigned with or without consideration,

or otherwise disposed.

(2) The perpetual lessee may sublease the subject of the perpetual

lease.

(3) A perpetual lease may be inherited.

253. Perpetual lessee’s real property right type claims
A perpetual lessee may exercise the same rights to demand return, to
remove disturbance and to prevent disturbance with respect to an

infringement of the perpetual lease as the owner.

254. Termination of perpetual lease

(1) Upon termination of a perpetual lease, the perpetual lessor cannot
demand that the perpetual lessee restore the immovable to its original
condition unless the perpetual lessee has destroyed the immovable or
fundamentally changed its nature.

(2) Upon termination of a perpetual lease, the lessor may acquire the
ownership over any improvements and any structures installed on the
immovable by the perpetual lessee without having to pay compensation
to the perpetual lessee.

(3) A special agreement may be made in spite of paragraphs (1) and

(2). This provided that such special agreement shall not be held up
against third parties unless it is registered.
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255. Mutatis mutandis application of provisions relating to
leases

The provisions relating to Leases shall apply mutatis mutandis to any

matters relating to Perpetual Leases that are not covered in this

Chapter 4 (Perpetual Leases).

Chapter 5 USUFRUCT

256. Definition of usufruct

(1) Usufruct refers to the rights to use and enjoy the profits of the
immovable of another person for a period that may not exceed the life
of the usufructuary.

(2) The usufructuary has the right to use the immovable that is the
subject of the usufruct for its intended purposes, and to receive the

natural fruits and the legal fruits arising from the immovable.

257. Contractual usufruct and statutory usufruct
(1) Usufructs may be established by agreement of the parties or by

law.

(2) Usufructs established by law shall be subject to the provisions

of this Chapter 5(Usufruct) unless otherwise provided by law.

(3) Usufructs established by law shall take precedence over

contractual usufructs, unless otherwise provided by law.

258. Formation of usufruct

(1) A usufruct may be created in writing or in another manner.

(2) The owner may at any time give notice of the extinguishment of
a usufruct that is not in writing. In cases where the time of
extinguishment of the usufruct is not stated in the notice of
extinguishment, or where the period stated, counting from the date of
the notice, until the date of extinguishment is less than the applicable
period noted below, the usufruct shall be extinguished upon the lapse
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of the applicable period noted below, counting from the date of the
notice:

a. In respect of a building, 3 months; and

b. In respect of land, 1 year.

(3) In the case of a usufruct over land where there is a harvest season,
the notice of extinguishment must be given after such harvest season
and prior to the commencement of the next cultivation.

259. Requirements for perfection of usufruct
(1) Unless a usufruct is registered, it cannot be asserted against
third parties.

(2) Should the ownership of the immovable that is the subject of a
usufruct be assigned, the registered usufruct may be held up against
the transferee if it iIs registered.

260. Term of usufruct
(1) A specified term may be provided for a usufruct, or usufruct may

be set so that it will continue until the occurrence of a certain event.

(2) If no term is specified for a usufruct, it shall be deemed to

continue until the death of the usufructuary.
261. Right to collect natural fruits
(1) Natural fruits that existed upon the land at the time of

establishment of the usufruct shall belong to the usufructuary.

(2) Natural fruits that exist on the land at the time of extinguishment

of the usufruct shall belong to the landowner.
(3) In cases described in paragraphs (1) and (2), no claims of unjust
enrichment shall be recognized relating to the labor or other inputs

required for the cultivation of the natural fruits.

(4) Notwithstanding the provisions of paragraph (1), if there is a
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perfected lease on the land that is the subject of the usufruct, the

right of lessee to collect the natural fruits shall not be affected.

(5) Notwithstanding the provisions of paragraph (2), a lessee who
leased the land from the usufructuary is entitled to collect the natural
fruits that have been cultivated prior to the extinguishment of the

usufruct.

262. Right to collect legal fruits
Legal fruits shall belong to the usufructuary in proportion to the term
of the usufruct.

263. Assignment of usufruct
The usufructuary may assign the usufruct with or without consideration,
or otherwise dispose it.

264. Lease of usufruct immovable
(1) The usufructuary may lease out the immovable that is the subject

of the usufruct for a fixed term not exceeding 3 years.

(2) The term of the lease described in paragraph (1) may be renewed.

This provided that such term may not exceed 3 years.

(3) IT the usufruct is extinguished, a lease agreement relating to

the land subject to the usufruct may not be held against the landowner.

265. Usufructuary’s real property right of claim

A usufructuary may exercise the same rights to demand return, the
removal of disturbance and prevention of infringements of the usufruct
as the owner.

266. Usufructuary’s duty to report

(1) If a third party asserts any rights over the immovable that is
the subject of the usufruct, the usufructuary shall report without delay
to the owner. However, this provision shall not apply in cases where
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the owner is already aware of such fact.
(2) The usufructuary shall have duty to compensate the damages of

owner caused by the failure to report to the owner.

267. Demand for extinguishment of usufruct

(1) If the usufructuary inflicts significant damage on or does not
properly preserve the immovable that is the subject of the usufruct or
otherwise breaches the intention of the usufruct, the owner may demand
that the court extinguish the usufruct.

(2) Ademand for extinguishment under paragraph (1) shall not preclude

a claim for damages in tort against the usufructuary.

268. Extinguishment of the usufruct by the death of the initial
usufructuary or the expiry of the term of the condition

A usufruct shall be extinguished by the death of the initial

usufructuary, or the expiry of the term of the condition prescribed in

the usufruct establishment agreement.

269. Effect of extinguishment of usufruct

(1) Upon extinguishment of a usufruct, the immovable owner cannot
demand that the usufructuary restore the immovable to its original
condition unless the usufructuary has destroyed the immovable or
fundamentally changed its nature.

(2) Upon termination of a usufruct, the immovable owner may acquire
the ownership over any improvements and any structures installed on the
immovable by the usufructuary without having to pay compensation to the

usufructuary or its successor(s).
(3) A special agreement may be made in spite of paragraphs (1) and
(2). This provided that such special agreement cannot be held up against

third parties unless it is registered.

270. Loss of building that is the subject of the usufruct
(1) If a building above ground is the sole subject of the usufruct and
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such building is destroyed, the usufruct may not be exercised over the

land.

(2) If the subject of the usufruct is both land and building and the
building is destroyed, the usufruct over the land shall survive.

271. Allocation of expenses

(1) The usufructuary shall bear the cost of maintenance and repairs
of the immovable that is the subject of the usufruct, and the owner shall
bear the expense of major repairs. This provided that if major repairs
have become necessary because the usufructuary has failed to carry out
maintenance and repairs, the usufructuary shall bear the cost of such

major repalrs.

(2) Major Repairs under this Article refers to changes of principal
walls, beams and pillars and foundations and to re-roofing, whereas

other repairs refer to maintenance and repairs.

(3) If the immovable subject to usufruct has been damaged or destroyed
by force majeure, neither the owner nor the usufructuary is responsible
for reconstruction or any other responsibilities for the damages or
destruction.

272. Allocation of taxes and other imposts and insurance premiums
During the term of the usufruct, the usufructuary has duty to pay taxes
and other imposts relating to the immovable subject to usufruct, and
to pay the premiums on insurance over said immovable contracted by the
owner prior to the establishment of the usufruct.

273. Mutatis mutandis application of the provisions of perpetual
lease

The provisions of Article 248 (Rent) and Article 249 (Right to demand

increase or decrease of rental) of this code shall apply mutatis mutandis

in cases where the usufructuary has duty to pay the consideration

periodically.
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Chapter 6 RIGHT OF USE AND RIGHT OF RESIDENCE

274. Definition of right of use and right of residence
(1) Right of Use refers to the right to collect the fruits of immovable,
to the extent of the needs of the right holder and his/her family.

(2) Right of residence refers to the right to occupy part of the
building(s), to the extent required for residence by the right holder
and his/her family.

275. Contractual right of use and right of residence and statutory
right of use and right of residence
(1) Rights of use and rights of residence may be established by

agreement of the parties or may arise by provision of law.

(2) Rights of use or residence established by law shall be subject

to the provisions of this Chapter 6 unless otherwise provided by law.

(3) Rights of use or residence established by law shall take
precedence over contractual rights of use or residence, unless

otherwise provided by law.

276. Formation of rights of use and rights of residence
(1) Rights of use and rights of residence may be created in writing

or otherwise.

(2) The owner may at any time give notice of the extinguishment of
a right of use or right of residence that is not in writing. In cases
where the time of extinguishment of the right of use or right of
residence is not stated in the notice of extinguishment, or where the
period stated, counting from the date of the notice, until the date of
extinguishment is less than 3 months, the right of use or right of
residence shall be extinguished upon the lapse of 3 months, counting
from the date of the notice.
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277. Requirements for perfection of rights of use and rights of

residence

(1) Unless the holder of a right of use or right of residence actually

uses his/her right, it cannot be held against third parties.

(2) Even though the ownership of the immovable that is the subject
of a right of use or right of residence is assigned, the right may be

held against the transferee if it is actually used or resided.

278. Term of right of use or right of residence
(1) A specific term may be provided for a right of use or right of
residence, or it may be provided that such term will continue until the

occurrence of a certain event.

(2) If no term is specified for a right of use or right of residence,
it shall be deemed to continue until the death of the right holder.

279. Expansion of family

A right of use or right of residence shall remain in effect,
notwithstanding the expansion of the family on account of marriage or
childbirth after the creation of such right.

280. Assignment of usufruct
(1) Holders of rights of use or rights of residence are not permitted

to assign or otherwise dispose such rights.

(2) Holders of rights of use or rights of residence are not permitted

to lease out the immovable that is the subject of such rights.

281. Right to demand based on real rights of holders of right of
use and right of residence

Holders of rights of use or rights of residence may exercise the same

rights to demand return, to remove disturbance and to prevent

disturbance in relation to an infringement of his/her rights of use and

rights of residence as those of the owner.
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282. Demand for extinguishment of right of use or right of
residence

(1) If the holder of a right of use or right of residence inflicts

significant damage on or does not properly preserve the immovable that

is the subject of such right or otherwise breaches the intention of the

right, the owner may demand that the court extinguish the right of use

or right of residence as the case may be.

(2) Ademand for extinguishment under paragraph (1) shall not preclude

a claim for damages in tort against the right holder.

283. Extinguishment of right of use or right of residence upon the
death of the right holder or according to the terms of the contract
creating the right of use or right of residence

The right of use or right of residence shall be extinguished by the death

of the right holder of the right to use or the right to residence or

according to the terms or conditions specified in the contract that
creates the right of use or the right of residence.

284. Allocation of expenses

(1) If the holder of a right of use or right of residence collects
the whole of the fruits of the land or occupies the whole of the
building(s), he/she shall have the same Obligation to pay expenses of
repairs and maintenance, taxes and other imposts and insurance premiums

as an usufructuary.
(2) If the holder of a right of use or right of residence collects
only a portion of the fruits or occupies only a portion of the

building(s), he/she shall be liable for the expenses described in
paragraph (1) pro rata such portion.

Chapter 7 EASEMENTS
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Section I. General Rules

285. Definition of easement
(1) An Easement is the right to use the land of another for the benefit
of one’s own land, in accordance with the purpose specified in the
contract of creation. This provided that an easement may not be created
that contravenes public order.

(2) The other person’s land that is used for the benefit of one’s own
land is referred to as the Servient Land, and the land that enjoys the

benefit of the easement is referred to as the Dominant Land.

(3) A perpetual lessee or usufructuary is also entitled to create an

easement using the subject land as the dominant land.

286. Formation of easement

(1) An easement may be created by writing or otherwise.

(2) The owner of the Servient Land may at any time give notice of the
extinguishment of an easement that is not in writing. In cases where
the time of extinguishment of the easement is not stated in the notice
of extinguishment, or where the period stated, counting from the date
of the notice, until the date of extinguishment is less than 1 month,
the easement shall be extinguished upon the lapse of 1 month, counting
from the date of the notice.

287. Requirements for perfection of easement
(1) Unless an easement is registered, it cannot be held against third

parties.

(2) An easement that has been registered may be held against a person

acquiring the Servient Land.
288. Scope of persons entitled to enjoy the benefit of an easement

In addition to the owner of the dominant land, a lessee, perpetual lessee,
usufructuary or holder of a right of use or right of residence over the
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dominant land is entitled to enjoy the benefit of an easement. This shall
not apply where otherwise provided in the contract creating the

easement.

289. Appurtenant nature of easement
(1) An easement passes along with the ownership of the dominant land
if the ownership of the dominant land is assigned. This shall not apply
where otherwise provided in the contract creating the easement.

(2) An easement may neither be assigned nor made the subject of other

rights separately from the dominant land.

290. Obligations of the Servient Land owner
(1) The owner of the Servient Land must not obstruct the exercise of

the easement or do anything that reduces the utility thereof.

(2) The owner of the Servient Land may not change the land that is
originally agreed to be the Servient Land to other land without the
consent of the easement holder. This provided that if continuing to use
the original Servient Land as the Servient Land would cause severe
detriment to the owner of the Servient Land due to a change to
circumstances occurring after the establishment of the easement, said
owner may offer other land as the Servient Land that is beneficial to
the same degree to the dominant land. 1T the easement holder does not
consent to this, a judgment may be sought from the court in lieu of the

said consent.

291. Obligations of the easement holder
(1) The easement holder may not use the Servient Land beyond the scope
provided in the contract creating the easement. The easement for using
the water created at a water source includes the right to way over the
land where the water source is.

@) The easement holder may not alter the Servient Land or the

dominant land in a manner that could have serious adverse impacts on
the condition of the Servient Land.
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(3) If the easement holder breaches the provision of the first
sentence of paragraph (1), and paragraph (2) above, the owner of the

Servient Land may apply to the court for extinguishment of the easement.

(4) An application for extinguishment under paragraph (3) above shall

not preclude a claim for damages in tort against the easement.

(5) If consideration is prescribed for the easement and the easement
holder does not pay the prescribed consideration, the owner of the

Servient Land may apply to the court for extinguishment of the easement.

292. Right of easement holder to erect structures on Servient Land
(1) The easement holder may erect structures necessary for the
exercise of the easement on the Servient Land. Upon extinguishment of
the easement, the easement holder shall remove such structures and
restore the Servient Land to its original condition.

(2) To the extent that this does not obstruct the exercise of the
easement, the owner of the Servient Land may use any structures erected

on the Servient Land for the purpose of exercise of the easement.

(3) In cases described in paragraph (2), the owner of the Servient
Land shall share the costs of erecting and maintaining the structures

in proportion to the profits it receives.

293. Allocation of expenses of structures
(1) Unless otherwise provided, the owner of the dominant land shall
pay the expenses of construction and maintenance of structures

necessary for the exercise of the easement.

(2) IT there is special agreement for the owner of the Servient Land
to pay the expenses of construction and maintenance of structures and
such agreement is registered, the burden thereof shall transferred to
any person who acquires ownership of the Servient Land.
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294_. Easement holder’s real right of claim
An easement holder may exercise the same rights to demand return, to
remove disturbance and to prevent disturbance in relation to an

infringement of the easement as the owner.

295. Relinquishment of ownership of Servient Land in favor of easement
holder

(1) Should there be special agreement for the owner of the Servient

Land to pay expenses under Article 293 (Allocation of expenses of

structures), said owner may at any time be released from the burden of

such agreement by relinquishing the ownership of that portion of the

land that is necessary for the easement to the easement holder.

(2) Relinquishment refers to the relinquishment by the owner of the
ownership of the Servient Land based on his/her unilateral Declaration

of Intent and the transfer of such ownership to the easement holder.

296. Prescription of the term of easement
(1) Should a term be prescribed in the contract that creates the

easement, the easement shall be extinguished at the expiry of such term.

(2) Should a term not be prescribed in the contract of creation of
easement, the owner of the Servient Land may apply to the court for
extinguishment of the easement. The court shall decide whether or not
to extinguish the easement through a consideration of the facts of the
case such as the circumstances of the creation, past duration, existence

or inexistence of the consideration.

297. Extinguishment of easement due to the complete destruction of
the dominant land

An easement shall be extinguished in cases where the dominant land is
completely destroyed.

298. Extinguishment of easement by joint owners

(1) A single joint owner of the dominant land may not extinguish an

easement in respect of his/her share.
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(2) A single joint owner of the Servient Land may not extinguish an
easement in respect of his/her share.

299. Subdivision or partial assignment of land and easements
(1) If the dominant land is subdivided or a portion assigned, the
easement shall remain in force for each portion of said land. This
provided that if by its nature such only relates to a portion of the
dominant land, it shall lapse in relation to the other portion(s) of
said land.

(2) If the Servient Land is subdivided or a portion assigned, the
easement shall remain in force for each portion of said land. This
provided that if by its nature it only relates to a portion of the
Servient Land, it shall lapse in relation to the other portion(s) of
said land.

Section I1. Easements and Prescription

300. Prescriptive Acquisition of easement
(1) An easement may be acquired by prescriptive acquisition, but only

where i1t is continuous and apparent.

(2) Continuous Easement refers to an easement where without human
action being required, the easement has materialized only because of
the location of the place, and without interruption has been providing
a benefit to the dominant land and imposing a burden on the Servient
Land.

(3) Apparent Easement refers to an easement that has become apparent
and materialized through an externally visible structure or other
vestige.

301. Prescriptive Acquisition of easement by one joint owner of

dominant land

(1) If one joint owner of the dominant land acquires an easement by
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prescription, the other joint owners s shall also acquire such easement.

(2) Any interruption of prescription as against joint owner shall not
be effective unless it is effected against each joint owner who is

exercising the easement.

(3) IT there are two or more joint owners exercising the easement,
prescription shall run in favor of each joint owner notwithstanding that

there is cause for the suspension of prescription against one of them.

302. Commencement of extinctive prescription of easement
The period of extinctive prescription prescribed in Article 500
(Suspension of completion of extinctive prescription regarding rights
between spouses) of this code shall be computed in respect of a
non-continuous easement, from the time when the easement was last
exercised, and in the case of a continuous easement, from the time of
occurrence of the event that is obstructing the exercise of the

easement.

303. Interruption or suspension of extinctive prescription of
easement where the dominant land is joint owner
IT the dominant land belongs to two or more joint owners, interruption
or suspension of prescription occurring in favor of one of them shall
inure to the benefit of the other joint owners.

304. Extinctive prescription of part of easement
IT the easement holder does not exercise part of the easement, that part
of the easement shall be extinguished by extinctive prescription.

305. Prescriptive acquisition by occupant of Servient Land and the
fate of easements
(D IT the occupant of the Servient Land satisfies the conditions for

prescriptive acquisition, the easement shall thereby be extinguished.

(2)IT the easement holder exercises the easement within the period of

occupancy required for prescriptive acquisition, the Servient Land
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acquired by prescription by the occupant shall be subject to the burden

of the easement.

Chapter 8 OWNERSHIP AND OTHER REAL RIGHTS OF THE STATE, BUDDT TEMPLES,
MINORITY ETHNIC GROUPS AND OTHER COMMUNITIES

306. Ownership and other real rights of the state, Buddhist temples,
minority ethnic groups and other communities
Ownership and other real rights of the state, Buddhist temples, minority
ethnic groups and other communities shall be subject to the provisions
of the Civil Code, except where otherwise provided by special law or

custom.

Chapter 9 RIGHTS CREATED BY CONCESSION

307. Rights created by concession
The provisions of the Civil Code relating to perpetual leases shall
apply mutatis mutandis to land rights created by concession, within the
scope of the conditions relating to such concession, except where

otherwise provided by special law.

BOOK 4 OBLIGATIONS

Chapter 1 GENERAL PROVISIONS

Section 1. Causes of Obligation and Definitions of Several Concepts

308. Definition of Obligation
(1) An Obligation shall be a legal relationship that joins a
particular person with another specified person through the former
person assuming a certain Obligation with respect to the Ilatter
specified person.

(2) The person assuming the Obligation shall be referred to as the
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Obligor, and the person receiving benefit from the performance of such

Obligation shall be referred to as the Obligee.

(3) AnoObligee shall retain the rights corresponding to the Obligation
assumed by the Obligor.

309. Causes of Obligation
(1) An Obligation may arise from a contract, unilateral legal act,
management of affairs without mandate, unjust enrichment, tortious act,

and/or legal provisions.

(2) An Obligation arising from a contract or unilateral legal act
shall be an Obligation created based on the intention of one or both

parties.

(3) An Obligation arising through the management of affairs without
mandate, unjust enrichment, tortious act or legal provisions shall be
an Obligation created by law. The provisions set forth in Chapter Three
(Execution of Contract) through Chapter Seven (Easements) of this Book
shall apply mutatis mutandis to an Obligation created by law.

310. Definition of declaration of intent
(1) A declaration of intent shall be an expression of intention made

by a party with the intent to achieve a legal effect.

(2) A declaration of intent shall come into effect upon the serving

of notice thereof to the other party.

311. Definition of contract
A contract shall mean the matching of intentions held by two or more
parties for the purpose of creating, amending or extinguishing an
Obligation.

312. Definition of unilateral legal act

(1) A unilateral legal act shall be an act that creates, amends or

extinguishes an Obligation through the unilateral expression of intent
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to dispose of property or through the exercise of a right granted through

contract or legal provision.

(2) The provisions set forth in Section II (Defective Declaration of
Intent and Validity of Contract) and Section 1V(Agency) of Chapter Two
of this Book shall apply mutatis mutandis to unilateral legal acts.

Section Il. Types and Terms of Obligations

313. Types of Obligations
The subject of an Obligation may be the transfer of ownership of, or
the right to possess, property or money, or to perform or not to perform

a certain act.

314. Obligation to deliver specified Object
Should the subject of an Obligation include the delivery of a specified
Object, the Obligor shall preserve such Object with the care of a good
manager until the delivery thereof.

315. Obligation to deliver Object of a specific class or type
(1) Should the Object to be delivered under the Obligation be
described only with reference to its class and/or type, and different
quality levels exist for such Object, the Obligor shall be obligated
to deliver an Object of a quality decided between the parties. Should
no such quality designation be reached for the Object, the Obligor shall
be obligated to deliver an Object of medium quality.

(2) With regard to Obligations for the delivery of Object, where the
Obligor has specified the Object to be delivered and has completed all
requisites for the delivery of such Object, the Obligor is only
obligated to subsequently deliver that specified Object.

316. Monetary Obligation
(1) Should the subject of an Obligation include the payment of monies,
the Obligor may effect such payment in any desired currency according

to his/her preference. However, the Obligee and the Obligor shall agree
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that the payment will be effected in a specific currency.

(2) Should the specified currency of the Subject of the Obligation
have ceased to be a legal tender at the time at which the Obligation
comes due, the Obligor shall execute payment in another currency.

(3) The provisions of paragraphs (1) and (2) shall apply mutatis
mutandis to cases where the delivery of foreign currency is the subject

of an Obligation.

317. Monetary Obligations in foreign currency

(1) Even should the amount of an Obligation be specified in terms
of a foreign currency, the Obligor may chose to payment in the Cambodian
currency according to the foreign exchange rate at the location where
the Obligation is performed once comes due. However, should the Obligee
and the Obligor agree otherwise, such agreement shall prevail.

@) Should the Obligor be tardy in performing such Obligation,
should the Obligor execute payment in the Cambodian currency, the
Obligee may demand that the Obligor calculate the amount of payment
based on the foreign exchange rate in effect at the time the Obligation
became due or at the time the Obligor effects actual payment, according
to the Obligee*"s preference. However, if the Obligee and the Obligor
agree otherwise, such agreement shall prevail.

318. Legal interest rate
With respect to an interest-bearing Obligation, the interest rate shall
be 5 % per annum unless otherwise agreed to by the parties.

319. Interest on interest
Should the payment of interest be in arrears for one or more years and
the Obligor has failed to pay such interest after having received a
demand for payment from the Obligee, the Obligee may include the amount

of such interest in the principal.

320. Selective Obligations
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Should the subject of an Obligation be determined by choosing from among
two or more methods of performance, the Obligor shall have the right
to chose from among the methods. However, the Obligor may grant the right
to choose to the Obligee or to a third party through specific agreement
thereto.

321. Exercising of right to choose
(1) The right to choose shall be exercised through the serving of
notice to the other party. Should the Obligor bear the right to choose,
such right shall be deemed have been exercised through the delivery of
the property chosen by the Obligor. Should a third party bear the right
to choose, the right to choose shall be exercised through the serving
of notice to either the Obligor or the Obligee.

(2) The choice shall be retroactively effective to the time that the

Obligation arose.

322. Transfer of right to choose
(1) Once an Obligation has become due, should either the Obligor or
the Obligee holding the right to choose receives a demand from the other
party instructing the right holder to make a choice within a reasonable
fixed period of time and said right holder fails to make a choice within
such period, the right to choose shall be deemed to have been transferred
to the other party.

(2) Should the right to choose be vested with a third party, should
the third party receive notice from the Obligor or the Obligee
instructing said third party to make a choice within a reasonable fixed
period of time and said third party fails to make a choice within such
period, the right to choose shall be deemed to have been transferred
to the Obligor.

323. Determination of selective Obligations when performance is
impossible
(1) Should one of the acts of performance subject to a choice by the

Obligor become impossible due a cause not attributable to either party
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on or after the date of formation, the subject of the Obligation shall
be comprised of the remaining acts of performance. In such case,
paragraph (2) of Article 321 (Exercising of right to choose) shall apply
mutatis mutandis.

(2) Should a method of performance become impossible due to the fault
of the party holding the right to choose, such right to choose shall
be transferred to the other party.

(3) Should any act of performance become impossible due to the fault
of an Obligor who does not hold the right to choose, the party who holds
the right to choose may select the method of performance that has been
rendered impossible and demand compensation for subsequent damages from
the Obligor.

(4) Should any act of performance become impossible due to the fault
of an Obligee not holding the right to choose, the Obligor who holds
the right to choose may choose the method of performance that was
rendered impossible, and thereafter be released from the Obligation.

324_. Obligation with a plurality of parties
D) Should there be several Obligees of a single Obligation, unless
otherwise agreed by such Obligees, each Obligee shall have a right

to the Obligation in an equal proportion.

@) Should the performance of an Obligation be indivisible by its
nature or by Declaration of Intent by the parties, should there be
several Obligees of the Obligation, each Obligee may demand
performance on behalf of all the Obligees and the Obligor may effect
performance to any Obligee on behalf of all the Obligees.

(3) With regards to an Obligation set forth in paragraph (2), the
act by or circumstances occurred to an Obligees of an indivisible
Obligation may not be effective to other Obligees. In cases where
the Obligor has renewed the contract with, or been exempted from the
performance for one of the Obligees of an indivisible Obligation,
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if the Obligor has performed part or the whole of an Obligation upon
claims by other Obligees, the Obligor may seek compensation from the
above- mentioned Obligee for the benefits which may be distributed
to such Obligee if such Obligee had not lost its right to the
Obligation.

) Should there exist joint liability or multiple Obligors for an
Obligation, the provisions of Article 921 (Definition of joint
Obligation) through Article 937 (Indivisible Obligations,
pseudo-joint Obligations, divisible Obligation) shall apply.

Section III. Conditions, Time and Period

Sub-section I. Conditions

325. Definition of conditions
(1) The contracting party may iImpose conditions concerning the
occurrence or extinguishment of the effectiveness of the contract. In
cases of a unilateral legal act, conditions may be imposed only when
the conditions are not unduly detrimental to any other party.

(2) Conditions are defined as events that occur at a future time and

whose occurrence are uncertain.

(3) Should an Obligation or a right that has arisen out of a contract
or a unilateral legal act be subject to a condition precedent, the
Obligation or right shall come into effect upon the fulfillment of said
condition. On the other hand, should an Obligation or right arise from
a contract or a unilateral legal act be subject to a condition subsequent,
such Obligation or contract shall terminate upon the fulfillment of said

condition.

326. Disposition of rights subject to conditions
A right subject to a condition may be an object of an inheritance,
disposition or security interest. Furthermore, an Obligation subject
to a condition may be succeeded to in accordance with the provisions
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regarding inheritance.

327. Impairment of Right Subject to Condition
(1) Neither party to an Obligation subject to a condition may, while
such condition is pending, impair the benefits that other parties may

stand to receive should the condition be met.

(2) Should a third party impair the benefits referred to iIn paragraph
(1), should such third party®"s act constitute a tortious act, such third
party shall be liable for damages.

328. Constructive fulfillment of conditions

IT a party for whom the fulfillment of a condition would be detrimental
or intentionally obstructs the fulfillment of such condition, the other
party may assume the condition to have been fulfilled.

Sub-section II. Time

329. Definition of time
(1) Should the effect of a contract be subject to a specified
commencement time, the contract shall not come into effect until such
commencement time has occurred. Should performance under a contract be
subject to a specific commencement time, the Obligee shall not require
the Obligor to perform the Obligation prior to said commencement time.

(2) Should the effect of a contract be subject to a specific
termination time, said contract shall terminate upon such time

occurring.

(3) With regards to a unilateral legal act, a commencement time
stipulated in paragraph (1) or a termination time stipulated in
paragraph (2) may be imposed, unless it is unduly detrimental to another
party.

330. Beneficiary of time determination
(1) Time is presumed to be set out in the beneficial interest of the
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Obligor.

(2) Benefit from the time determination may be waived, provided that
it is not unduly detrimental to any other party. However, should another
party suffer damage due to such waiver, the waiving party shall be liable
for such damages.

331. Forfeiture of time benefit
The Obligor shall forfeit the benefit from time under the following
circumstances:
a. Should the Obligor have been declared to be bankrupt;
b. Should the Obligor have destroyed or diminished the value of
the security;
c. Should the Obligor have failed to furnish the security that
the Obligor was obligated to furnish; or
d. Should an event that was agreed to between the parties have

occurred.

Sub-section II. Period

332. Designation of period
A period may be designhated in terms of hours, minutes or seconds, or

in terms of days, weeks, months or years.

333. Calculation of period defined in terms of seconds, minutes or
hours

Should a period have been fixed in terms of hours, minutes or seconds,

such period shall be computed from the First moment to the last moment.

334. Calculation of period defined in terms of days, weeks, months
or years
(1) Should a period have been defined in terms of days, weeks, months
or years, the first day of such period shall not be included in its
computation. This provided that this shall not apply if the period
begins at the stroke of midnight.
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(2) In the cases mentioned in paragraph (1), the period shall
terminate at the end of the last day of the period.

(3) Should the last day of the period fall on a national holiday,
Sunday or any other holiday established by law or ordinance, said period

shall terminate at the end of the subsequent business day.

335. Calculation of period by solar calendar
(1) Should a period have been established in terms of weeks, months

or years, it shall be computed in accordance with the calendar.

(2) Should a period not commence at the beginning of a week, month
or year, such period shall terminate on the day in the last week, month
or year preceding the day corresponding to that on which it commenced.
However, if the period has been fixed in terms of months or years, and
there is no corresponding day in the last month or year, the last day
of the month shall be the day of termination.

Chapter 2 DECLARATION OF INTENT AND CONTRACT

Section I. Formation of Contract

336. Formation of contract via Offer and Acceptance
(1) A contract shall come into effect once an Offer and the Acceptance

thereto conform to each other.

(2) Notwithstanding the provisions of paragraph (1), a contract in
which one of the parties bears an Obligation to transfer or to acquire
ownership of an immovable shall come into effect only upon such contract
having been executed in the form of a notarized document.

337. Definition of Offer and Acceptance

(1) An Offer is defined as an invitation to enter into a contract based
on the Offeror®s intention to be legally bound by the other party®s
Acceptance thereof.
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(2) An Offer shall take effect once it reaches the other party. However,
an Offer shall not take effect if a notice of revocation of the Offer

has reached the other party simultaneously with or prior to the Offer.

(3) An Acceptance is the expression of an intention of a party to agree

to an Offer received from another party.

(4) An Acceptance shall take effect upon its reaching the party who
made the OFfer. However, an Acceptance shall not take effect if a notice
of revocation of the Offer reaches simultaneous with or prior to the
notice of Acceptance.

338. Offer with Acceptance Period and revocation of Offer
(1) An Offer may be made subject to an Acceptance period. An Acceptance
Period shall, where it is unclear whether the Offeror has set another
date, be computed from the day of the dispatch of the Offer.

(2) An Offer that specifies an Acceptance Period cannot be revoked.

(3) Should the Offeror not receive notice of Acceptance within the
Acceptance Period described 1in paragraph (1), the Offer shall
automatically lapse upon the expiration of the Acceptance period. The
Offer shall also lapse should a notice of refusal from the other party
reach the Offeror, even where such notice is received within the
specified Acceptance period.

339. Offer with no Acceptance Period and revocation of Offer
(1) An Offer that states no Acceptance Period and is made inter
praesentes, and the Offeree is able to respond immediately, shall lapse
unless it is accepted forthwith by the Offeree.

(2) An Offer that states no Acceptance Period and is made inter
absentes cannot be revoked by the Offeror during a reasonable period

of time.

(3) A revocation of an Offer shall not take effect unless notice
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thereof reaches the Offeree prior to the Offeree”s dispatch of a notice

of Acceptance.

340. Formation of contract upon receipt of Acceptance
A contract shall deemed to have been formed upon the notice of Acceptance
being received by the Offeror.

341. Delayed Acceptance

(1) Should a notice of Acceptance to an Offer with a stated Acceptance
Period reach the other party after the passing of the Acceptance Period
and the Offeror was able to determine that the notice of Acceptance was
dispatched at a time for which could be expected that the notice of
Acceptance would reach the Offeror within the Acceptance Period under
normal circumstances, the Offeror must dispatch a notice of delayed
Acceptance to the Offeror without delay. 1f the Offeror fails to
dispatch such notice, the delayed Acceptance shall be deemed to be
effective.

(2) The Offeror may regard the notice of Acceptance reaching the

Offeror after the Acceptance Period as a new Offer.

342_. Acceptance of Offer with modification
(1) An Acceptance to which the acceptor has attached any type of
condition or any other substantial modification shall not be a valid
Acceptance, and such purported Acceptance shall be regarded as a new
Offer. A contract shall be formed only once the original Offeror accepts
such new Offer.

(2) Should the condition or modification attached to the Acceptance
not substantially change the original Offer, the Acceptance shall be
deemed to be valid unless the Offeror immediately raises an objection.
The contents of such contract shall incorporate the conditions or
modifications contained in the intended Acceptance unless the Offeror
immediately raises an objection thereto.

343. Formation of contract through acts recognized as Acceptance
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In the event that a notice of Acceptance is not required as a manifest
intention of the Offeror or under applicable trade customs, the contract
shall be formed once the act that is recognized as an Acceptance has

been performed.

344_. Revocation of Offer made to unspecified party
An Offer made to an unspecified party made through advertising or other
method may be revoked only through the use of the same method employed
to make such Offer.

Section I1. Defective Declaration of Intent and Validity of Contract

345. Defective Declaration of Intent
Under the following circumstances, a person who declares their
intention to accept an Offer may rescind the contract due to the
Declaration of Intent being defective pursuant to the provisions set
forth in this Section 2(Defective Declaration of Intent and Validity
of contract) and Section 3(Invalidity and Rescission):
a. Where the Declaration of Intent was made as the result of an
error;
b. Where the Declaration of Intent was made as the result of the
other party’s fraud, duress or misrepresentation; or
c. Where the Declaration of Intent was made as the result of the
other party’s act with the aim to obtain excessive profits and
exploits the situation.

346. Mistakes
(1) Should a party make a mistake on the substantial terms of the
contract, if the other party could have been aware of such mistake, the
counter-party may rescind the contract on the grounds of the defect in
the Declaration of Intent.

(2) Should a party make a mistake in the terms of the contract that

such party deems important or important for the formation of the

contract, if the counter-party could have been aware of the importance
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of such term and the mistake of the party, the party making the mistake
may rescind the contract on the grounds of defect in the Declaration
of Intent.

(3) Should both parties make a mistake on the substantial terms of
the contract that both parties deem important or important for the
formation of the contract, each party may rescind the contract on the
ground of the defect of the Declaration of Intent, although a party could
not be aware of such mistake of the party.

(4) The rescission of the contract on the grounds of mistake may be
asserted against a third party. However the rescission may not be
asserted against third party if the third party acts in good faith
without negligence.

347. Fraud
(1) A person who makes a Declaration of Intent because of the fraud
of the other party, the person may rescind the contract on the grounds

of a defect in the Declaration of Intent.

(2) Should a party make a Declaration of Intent due to fraud by a third
party, the party may rescind the contract on the grounds of a defect
in the Declaration of Intent only if the other party knew or could have
known of the fraudulent act.

(3) A rescission of a contract due to fraud may be asserted against
a third party. However, should the third party have acted in good faith
and without negligence, the rescission of the contract cannot be
asserted against such third party.

348. Misrepresentation
(1) Where a fact asserted by a party in the course of the formation
of the contract is false and the counter-party made a Declaration of
Intent based on said fact, if such party had known that such fact was
false, the counter-party may rescind the contract on the ground of the
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defect of the declaration.

(2) The provisions of paragraph (1) above do not preclude the party
who made a Declaration of Intent from claiming compensation for damages
from the party who made the misrepresentation if such party negligently
committed such error.

(3) Rescinding of a contract on the grounds of misrepresentation may
be asserted against a third party. However, if the third party acted
in good faith and without negligence, the rescission of the contract
shall not be asserted against such party.

349. Abuse of circumstances
(1) Should, in the course of the formation of a contract, a contracting
party used his/her superior economic or social position relative to the
other party or used other circumstances so that the other party could
not contest the contract, the counterparty may rescind the contract
based on a defect in the Declaration of Intent.

(2) The rescission of a contract set forth in the provisions of
paragraph (2) may not be asserted against a third party who has acted
in good faith and without negligence.

350. Duress

A person who makes a Declaration of Intent as a result of duress exerted
by the counterparty or a third party may rescind the contract on the
grounds of defect in the Declaration of Intent.

351. Act of receiving excessive benefits
Should a party enter into a contract while taking advantage of the other
party’s economic difficulties, ignorance or inexperience, and receive
excessive benefits from said contract, the counter-party may rescind
the contract on the grounds of defect in the Declaration of Intent.

352. Mental reservations
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Should a contract be formed by the Declaration of Intent made by a party
who knows that it does not reflect the true intentions of the declarant,
the contract shall not be void. However, if the other party is aware
also that such Declaration of Intent does not reflect the true intention
of the declarant, the declarant may reject the performance of the
contract.

353. Fictitious Declaration of Intent
(1) A contract formed through a Fictitious Declaration of Intent made

in collusion with another party shall be void.

(2) The nullification of the contract set forth under paragraph (1)
shall not be asserted against a third party with interests iIn the
contract based on the Fictitious Declaration of Intent. This provision
shall not apply should the third party be unaware of the said Declaration
of Intent in malice or by gross negligence.

354. Contracts contravening law or public order and good morals
(1) Even should the declarations of intention of both parties be made
without defect, the contract therefrom shall be void should any of the
following circumstances apply:

a. Where the contents of the contract violate a mandatory
provision of law; or

b. Where the contents of the contract contravene public order and
good morals.

(2) Should a portion of a contract violate a mandatory provision of
law or public order and good morals, and should the remainder of the
contract would not affect the reasonable expectations of the parties,
only the portion of the contract in violation of such provision of law
or public order and good morals shall be void.

355. Initial impossibility
(1) Even should it was impossible to perform the stipulations of a
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contract at the time of its formation, such contract shall not be void
due to such impossibility. However, this provision shall not preclude
either contracting party to the contract from rescinding the contract
on the grounds of their being an error if the requirements for such
grounds are met.

(2) Should a party have been able to know that the provisions of a
contract were impossible at its inception, and another party suffers
any damages due to the formation of such contract, the initiating party
shall be liable for the damages of the other party in accordance with

Article 398 (Requirements for damages).

Section I1I. Invalidity and Rescission

356. Definition of Act
An Act under Section 3(Nullity and Recession) shall refer to any
contract or a unilateral legal act.

357. Nullity
Any person may seek to nullify an Act should the provisions of said Act
be inconsistent with the mandatory provisions of law, public order and
good morals. Any person may seek to nullify an act should the act be
inconsistent with the forms required by this law or other laws.

358. Voidable acts
(1) A voidable act shall be effective until the person bearing the

right of rescission exercises said right.

(2) Should a person having a right of rescission rescind a voidable

act, said act shall be deemed void retroactively.

(3) Should a person bearing the right of rescission ratify a voidable

act, such act shall be deemed valid definitively.
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359. Person having right of rescission

(1) Should an act be rescindable based on the grounds of a defective
Declaration of Intent as set forth iIn Article 346(Mistake) through
Article 351(Conduct resulting in excessive benefits) of this code. Such
rescission may be effected by the person who made the defective
Declaration of Intent or his/her legal representative. This right of
rescission may also be executed his/her heir or the person who has
succeeded him/her status under the contract.

(2) Avrescission of an act based on the incapacity or minority or other
limitation on the capacity to act may be carried out by the relevant
person through his/her legal representative or curator. The heir or
general legatee of such person may also exercise their right of

rescission.

360. Method of rescission or ratification
Should another party to a voidable act be identified, the rescission
or ratification shall be carried out with notification to said party.
Such rescission or ratification shall come into effect upon the
notification thereof reaching said party.

361. Person bearing right of ratification and conditions of
ratification

(1) Ratification of a voidable act shall be carried out by a person
bearing a right of rescission. Should the rescission be of an act that
was based on a defective Declaration of Intent, the ratification may
be carried out once the person bearing said rescission right learns of
the cause of the rescission, or should the rescission be based on an
act of an General Ward, the ratification shall be carried out once the

circumstances giving rise to the rescission are no longer present.
(2) Sentence 2 of paragraph (1) shall not apply where ratification

has been carried out by a legal representative of the General Ward or

a curator.
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362. Statutory ratification
A voidable act shall be deemed ratified should any of the following
actions have occurred subsequent to the time for ratification pursuant
to the provisions of Article 361 Person bearing right of ratification
and conditions of ratification):
a. Full or partial performance of an Obligation arising due to
a voidable act or the giving of security for such Obligation;
b. Exercising of a right obtained through a voidable act or a
demand for performance by another party; or
c. Total or partial transfer, or other such disposition, of a
right obtained through a voidable act.
This shall not apply should it be specifically stated upon such fact
occurring that ratification has not been carried out.

363. Extinctive prescription of right of rescission
(1) A right of rescission, as well as the right to demand the return
of unjust enrichments that accompanies the exercising of the rescission,
shall be extinguished if it is not exercised within three years of the
date on which ratification has been performed. Provisions regarding the
interruption of prescription shall not apply to this period.

(2) Notwithstanding the provisions of paragraph (1), a right of
rescission shall be extinguished ten years from the date of the

occurrence of act subject to rescission.

(3) Should multiple people have the right of rescission for the same
act, the provisions of paragraphs (1) and (2) above shall apply to each
person’s right of rescission.

Section IV. Agency

364. Definition of agency
Agency is defined as a relationship wherein a representative enters into
a contract with another party by stating that he/she is acting on behalf
of a principal within the scope of an agency authorization, and the
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effects of the contract are effective directly upon the principal.

365. Creation of an agency authorization
An agency authorization shall be created through a contract between the

principal and the agent or statutorily.

366. Scope of agency authorization
(1) The scope of an agency authorization is established through the
contract that confers such agency upon the agent. Where an agency
authorization is established statutorily, the scope of the agency
authorization shall be made through the provisions of such relevant
statutes.

(2) Should there be no provisions regarding the scope of an agency
authorization, the agent is entitled to conduct any acts to preserve
or improve the Object or right that forms the subject of said agency.
This shall not apply to acts of improvement that would alter the nature
of such Object or right.

367. Limitations on agency authorization
(1) An agent is not entitled to conduct acts bearing a conflict of
interests between the interests of the principal and the interests of
the agent, even where such acts are otherwise within the scope of the
agency authorization. This shall not apply should the principal consent
thereto.

(2) Transactions between the agent and the principal are presumed to

involve conflicting interests between the principal and the agent.

(3) Should an agent represent both a principal and a third party,
paragraphs (1) and (2) shall apply mutatis mutandis to all acts giving
rise to a conflict of interests between the principal and the third

party.

368. Grounds for extinction of agency
(1) Agency conferred by a principal via contract shall be extinguished
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by any of the following:
a. Death, bankruptcy or dissolution of the principal;
b. Death or bankruptcy of the agent, or a restriction upon the
agent”s capacity to act; or
c. Termination of the trust, employment or other legal

relationship that gave rise to the agency authorization.

(2) An agency created statutorily shall be extinguished as specified

by the relevant statutes.

369. Agency without authorization
(1) Should a person commit an act as an agent for another without
having an agency authorization, the effects of said act shall not be
attributable to the principal. This provision shall not apply should
the act be ratified by the principal.

(2) The counter-party to an act of agency without authorization may
not effect such act, but this provision shall not prevent the
counter-party from exercising his/her rights to have the agent be liable
according to the provisions of Article 371(Liability of person acting

without agency authorization).

370. Ratification of acts performed without agency authorization, and
right of rescission of the counter-party

(1) The effect of ratification shall not be asserted against a

counter-party unless such ratification is exercised upon the

counter-party.

(2) An act conducted in the absence of an agency authorization and
is then subsequently ratified shall be valid retroactive to the time
it is conducted. Should rights accrue to a third party in the interim
between the time that act was conducted and the time of ratification,
such rights shall not be infringed upon.

(3) The counter-party to an act conducted in the absence of an agency

authorization may demand that the principal indicate within a
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reasonable period of time, designhated by said counter-party, whether
the principal ratifies such act. Should the principal not respond within
the established period of time, ratification shall be deemed to have
been rejected.

(4) The counter-party to a contract executed without agency
authorization may choose to rescind the contract up until i1t is ratified
by the principal. The principal shall not ratify an act conducted
without an agency authorization once rescinded by the counter-party.

371. Liability of person acting without agency authorization
Should a person executing a contract as an agent for another be unable
to establish the existence of an agency authorization or obtain
ratification from the principal, such person shall be liable for either
performing the Obligations under such contract or paying damages, as
chosen by the counter-party. Should the other party have known of the
lack of agency authorization at the time the contract was formed, the
person acting without agency authorization shall be exempted from such
liability. Should the person acting without agency authorization have
acted without negligence in regard to the absence of agency
authorization, and the counter-party®s ignorance as to the lack of
agency authorization was due to negligence, such person shall not be

liable under the provisions of this Article.

372. Agency by estoppel
(1) Should an agent execute a contract outside the scope of the agency
authorization, and the counter-party believed without negligence that
the agent was authorized to enter into such contract, the principal
shall be liable for the contract.

(2) Should, after the extinction of an agency authorization, the
former agent enter into a contract with another party as the agent of
the former principal, the former principal shall be liable for said
contract. This shall not apply where the counter party knew of the
extinction of the agency authorization, or where the counter-party”"s

ignorance of such extinction was due to their own negligence.
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(3) Should, despite the absence of an agency authorization, the
principal give the impression that an agency authorization has been
conferred on another person, or allows another person to give the
impression that he/she has received an agency authorization, the
principal is liable to the counter-party for performance of the contract.
This provision shall not apply if the counter-party knew of the absence
of an agency authorization, or where the counter-party®s ignorance of
the absence of an agency authorization was due to their own negligence.

373. Acts of undeclared agency
(1) should an agent engage in a transaction with the intent of acting
on behalf of a principal without disclosing such intent, the other party
can treat the contract as executed between such party and the agent.
However, where the other party knew at the time the contract was
executed] that the agent was acting on behalf of the principal, the other
party can treat the contract as executed only between such party and

the principal.

(2) The other party can treat the contract as executed between such party
and the principal where such party knows the existence of the principle,
after engaged in a transaction with the agency without disclosing the

intention of acting on behalf of a principle.

374. Defective act of agency
(1) Should the validity of the contract executed by the representative
be effected due to mistakes, fraud or duress that was unknown due to
negligence, the presence and absence of such shall be determined in
relation to the Agent.

(2)Should applying the provision of paragraph (1), where the principal
has authorized the agent to execute a particular contract, the principal
cannot assert the agent"s ignorance of facts if they were known to the
principal. This provision shall also apply in case where the principal
was ignorant due to the principal®s own negligence.
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375. Capacity of agent
A principal shall not confer an agency authorization on a person who
has a limited legal capacity. Should a principal do so, the contract
executed between such agent and a counter-party may not be rescinded
by the principal on account of the agent®s limited legal capacity.

376. Sub-agency
A person authorized as an agent pursuant to a contract with a principal
may not appoint a sub-agent. This shall not apply where the principal
consents or circumstances exist that make such sub-agency unavoidable.

377. Liability of an agent where a sub-agent has been appointed
(1) Should an agent appoint a sub-agent under the circumstances
described in the second sentence of Article 376 (Sub-agency), such agent
shall be responsible to the principal for the appointment and

supervision of the sub-agent.

(2) Should an agent appoint a sub-agent at the behest of the principal,
the agent shall not be responsible for the conduct of the sub-agent
unless the agent knew the sub-agent to be unfit or untrustworthy, and
the agent failed to either notify the principal of such fact or dismiss
the sub-agent.

(3) Should an agent appoint a sub-agent under circumstances other than
sentence 2 of Article 376 (Sub-agency), the acts of the sub-agent shall
not be imputed upon the principal. Should another party be unaware of
the sub-agent®s lack of authority, and such ignorance is not the result
of his/her own negligence, such party may demand that the agent be liable
for performance under the contract or pay damages.

378. Status of sub-agent
(1) An act conducted by a sub-agent within the sub-agent®s authority
and accompanied by the sub-agent"s express statement that the act is

conducted on behalf of the principal shall be binding on the principal.

(2) A sub-agent shall bear the same rights and Obligations as an agent
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with respect to the principal.

(3) Section 1V shall apply mutatis mutandis to the relationship
between the principal and sub-agent, who shall be deemed to be an agent

for purposes thereof.

Section V. Contracts Benefiting a Third Party

379. Definition

(1) Parties to a contract can agree to confer a right or benefit
arising under the contract upon a third party. In such case, the person
performing an Obligation under the contract for the benefit of a third
party shall be referred to as the Contract Donor, and the counter-party
to such contract shall be referred to as the Contract Donee. The person
to receive the right or benefit thereunder shall be referred to as the
Third-party Beneficiary.

(2) A Third-party Beneficiary shall be have the right to make a direct

demand on the Contract Donor for performance.

380. Third-party Beneficiary

At the time of the contracts formation, the Third-party Beneficiary need
not exist should the vrequirements identifying the Third-party
Beneficiary be clearly stated. Should a Third-party Beneficiary not
exist at the time for the performance of the Obligation by the Contract
Donor, the promise to perform the contract for the benefit of a third
party shall become null, and the Contract Donor may be exempted from
responsibility upon performance of the contract with respect to the
Contract Donee.

381. Declaration of Intent to receive a benefit
(1) A Contract Donee may, at any time prior to an intended Third-party
Beneficiary"s declaration of its intention of accepting benefit to the
Contract Donor or the Contract Donee, withdraw the promise to perform
the contract for the benefit of the third party via notification to the
Contract Donor and the Third-party Beneficiary.
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(2) Once the Third-party Beneficiary declares an intention to accept
the right or benefit, the parties to the contract may not thereafter

alter or extinguish the Third-party Beneficiary”s right.

382. Defense of Contract Donor
A Contract Donor under contract to confer a right or benefit on a
Third-party Beneficiary may assert against the Beneficiary any defenses
arising under the contract.

383. Invalidity, rescission or termination of contract

(1) Should grounds for invalidity or rescission of the contract exist
between the Contract Donee and Contract Donor, either party may assert
the invalidity of or seek to rescind the contract in accordance with
the provisions of Section 111 or Chapter Two of this Book concerning
invalidity and rescission, notwithstanding the existence of any special
agreement in the contract conferring a right or benefit upon a third
party.

(2) A Contract Donor may terminate the contract on the grounds of the
Contract Donee*s breach thereof. Should the Contract Donor®s breach be
grounds for termination, and the Third-party Beneficiary has already
declared an intention to accept the right or benefit, the Contract Donee
can terminate the contract only with the consent of the Third-party
Beneficiary.

Chapter 3 PERFORMANCE OF CONTRACT

384. Obligor~™s duty to perform Obligation
(1) An Obligor shall perform its contractual Obligations in
accordance with the purpose of the contract and the principle of good
faith.

(2) The Obligation of a party is extinguished by the performance that
complies with the standard established in paragraph (1).
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385. Right to demand performance of an Obligation
(1) An Obligee has the right to demand that the Obligor perform the

Obligation whether in the form of a filed lawsuit or otherwise.

(2) Notwithstanding the provision of paragraph (1), an Obligee shall
not Ffile a lawsuit demanding performance should the parties to the

contract have agreed to not seek judicial enforcement of performance.

(3) Even if a lawsuit seeking judicial enforcement of performance is
barred under paragraph (2), should the Obligor carry out such
performance voluntarily, the Obligee may receive and retain the
benefits thereof.

386. Defense of simultaneous performance
Each party to a bilateral contract may refuse to perform its own
Obligation until the other party tenders the performance of its
Obligation. This shall not apply where the time for performance of the
other party®s Obligation has yet to occur.

387. Defense of insecurity
A party to a bilateral contract who is required to perform an Obligation
in advance of the other party may refuse to perform the Obligation if
there is a significant risk that the other party will not substantially
perform its Obligation in accordance with its intended purpose. This
shall not apply should the other party provide security or otherwise

take measures to eliminate such risks.

388. Application of provisions relating to performance as a grounds
for extinction of Obligation

In addition to the provisions of this Chapter, the provisions of Section

I of Chapter Seven of this Book regarding performance shall also apply

to the performance of contract.

Chapter 4 REMEDIES FOR BREACH OF CONTRACT
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Section 1. General Rules Concerning Non-Performance

389. Definition and types of non-performance
Non-performance is defined as an Obligor®s failure to perform an
Obligation arising under a contract. The types of non-performance are
as follows:
a. Cases in which performance cannot be carried out by the
established time for performance due to a delay in performance;
b. Cases in which performance is impossible;
c. Cases in which full and complete performance in accordance with
the intended purpose of the Obligation is not carried out; and
d. Other cases in which performance is not carried out in

accordance with the intended purpose.

390. Remedies for non-performance
Should an Obligor fail to perform an Obligation, the Obligee may demand
compulsory performance, payment of damages, or termination of the
contract in accordance with the provisions set forth in Sections 11
through 1V of this Chapter IV.

391. Delayed performance
An Obligor shall be liable for delayed performance if he/she fails to
perform the Obligation as set forth below:
a. Where performance is to occur at a specified time, when such
time has arrived;
b. Where performance is to occur at a time that is uncertain, when
the Obligor knows that such time has arrived; or
c. Where no time for performance is specified, when the Obligor

receives a demand for performance.

392. Impossibility of performance
(1) Should it be physically impossible to perform an Obligation, the
performance shall be deemed impossible. Performance shall also be
deemed impossible where performance is determined to be impossible from

a social or economic standpoint.
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(2) Should it be established prior to the time of performance that
performance will be 1impossible at the time of performance, such
performance shall be deemed impossible at the time that such
impossibility is established.

393. Incomplete performance

Incomplete performance refers to cases in which an Obligation has been
performed but the act of performance remains incomplete, where only
partial performance was carried out or where, for any other reason,
complete performance in accordance with the intended purpose of the
Obligation was not carried out.

394. Other non-performance

In addition to the types of non-performance described in Article 391
(Delayed performance) through Article 393 (Incomplete performance),
should there be a breach of any other Obligations arising under the

contract, the contract shall be considered to be non-performed.

395. Multiple remedies
Should multiple remedies be available to the Obligee, the Obligee may
select any or all of such remedies so long as they are not in mutually

exclusive.

Section 1I. Compulsory Performance
396. Court order for specific performance
Should an Obligor not voluntarily perform an Obligation, the Obligee
may seek an order of compulsory performance from the court, except where
the nature of the Obligation does not permit for compulsory performance.
The provisions set forth in the Code of Civil Procedure shall apply to
the proceedings of compulsory performance.

397. Relationship to demand for performance and other remedies
Should an Obligor fails to perform an Obligation, the Obligee may demand
damages either in lieu of performance or together with performance so
long as there is no conflict between these two demands.
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Section I1l. Damages

398. Requirements for damages
(1) Should an Obligation fail to be performed, the Obligee may demand
damages from the Obligor for any resulting damage. Should the Obligor
prove that the non-performance was not the fault of the Obligor, the
Obligor shall not be liable for damages.

(2) Should an Obligor use another individual as an assistant to assist
in carrying out the performance of the Obligation, the Obligor may not
avoid liability unless the Obligor proves that the Obligor was not
negligent in the selection and supervision of said assistant and that
the assistant was not at fault for the failure.

399. Special rules for monetary Obligations
(1) Should the subject of the Obligation be the payment of money, the
Obligor shall not be exempted from payment of interest for any delay
even if the Obligor proves that the delay in payment was the result of
force majeure. The interest for the delay shall be calculated based on
the legal rate of interest. Should an agreed-upon interest rate exceed
the legal interest rate, the agreed-upon interest rate shall prevail.

(2) The Obligor shall be exempted from liability for damages beyond
interest for the delay if the Obligor is able to prove that the Obligor
was not at fault for the non-performance.

400. Concept of damages

(1) The Obligee may demand as damages: (a) compensation for the
benefit of performance that would have been received under the contract;
as well as (b) expenditures that were used due to the non-performance
to the extent that such expenditures do not duplicate amounts received
as benefit from the performance damages; and (c) additional

expenditures or burdens resulting from non-performance.

(2) The court may, based on a petition the Obligee, order payment of

damages for emotional distress. The amount of damages payable for
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emotional distress shall be determined by the court in consideration

of the surrounding circumstances.

401. Scope of damages
The Obligor shall provide compensation for the following types of
damages:

a. Normally occurring damages suffered by the Obligee due to
non-performance;

b. Regarding special damages suffered by the Obligee due to
special circumstances, such damages shall be compensated for
should the occurrence of such special damages have been
possibly anticipated by the parties when the contract was
executed. This shall not apply where the parties did not take
the possible occurrence of special damages into consideration
when the contract was executed; and

c. Notwithstanding items (a) and (b), where the non-performance
is the result of the Obligor’s malicious intent or actions in
bad faith, the court may, upon the Obligee®s demand for damages,
order that the Obligor pay to the Obligee as damages the profits
or benefits obtained by the Obligor from the conduct comprising

the non-performance.

402. Grounds for reduction of damages

(1) Should the Obligee®s negligence or fault have contributed to the
occurrence of non-performance or damages, the court may reduce the
amount of damages to be paid by the Obligor to the extent that the
Obligee®™s conduct contributed thereto.

(2) Should damages have been expanded due to the Obligee’s negligent
failure to mitigate damages, the court may reduce the amount to be paid
by the Obligor in proportion to the amount of the damages that could
have been mitigated by the Obligee.

403. Liquidation of Damages

(1) The Obligor and Obligee may separately and in advance establish

conditions for the payment of damages and the amount to be paid.
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(2) A special agreement exempting the Obligor from liability for
intentional non-performance or the result of gross negligence shall be

void.

(3) Should the parties have agreed to the amount of damages, the court
shall not increase or reduce the agreed-upon amount. However, if the
amount Ffixed by the parties as liquidated damages is either grossly
higher or grossly lower than the amount of damages calculated in
accordance with the provisions of Article 401 (Scope of damages), the
court may increase or decrease the liquidated damages amount fixed by

the parties.

(4) The liquidation of damages does not preclude a claim for
performance or for termination of the contract. An amount fixed and
agreed to by the parties as damages for delays shall not be binding on
the parties should the Obligee seek the termination of the contract and
compensation for damages as a substitute for performance in reference
to the Object comprising the subject matter of the contract.

(5) The penalty for breach of contract shall be presumed to constitute

liguidated damages.

404. Compensation In money
Compensation for damages for non-performance shall be made by the
Obligor in money. This shall not apply if the parties agree otherwise.

405. Subrogation by compensation
Should an Obligee have received as damages compensation for the value
of the Object or right comprising the subject matter of the Obligation,
the Obligor shall be automatically subrogated to the position of the
Obligee in regard to that Object or right.

406. Extinctive prescription

The period of extinctive prescription applicable to the right to demand

compensation for damages based on non-performance is five years from
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the time when the damages occurred.

Section IV. Termination of Contract

407. Termination for non-performance
Should one of the parties to a bilateral contract commit a material
breach of the contract, the other party may terminate the contract
immediately.

408. Material breach of contract

(1) A material breach of contract occurs where, as a result of one
party”s breach of a contract, the purpose of the contract for the other
party cannot be achieved. This shall be deemed to occur in any of the
following situations:

a. Where after a failure to perform at the specified time, the
other party demands that the non-performing party perform the
Obligation by establishing a period of performance of
reasonable length, and the Obligation is not performed within
such period;

b. Where a party fails to perform at the specified time, and the
purpose of the contract cannot be achieved if performance is
not made at the specified time;

c. Where it is impossible to carry out the essential act of
performance; and

d. Where the magnitude of the breach is so substantial that trust
between the parties is destroyed and further performance

cannot be expected.

(2) The non-performing party may not prevent termination of the
contract based on the reasons set forth in paragraph (1) on the ground

that the non-performance occurred without fault on his/her part.

409. Method of exercise of right of termination
(1) A party bearing the right to terminate a contract may terminate
the contract by expressing an intention to terminate to the other party.

Such an intention may be expressed by means other than a lawsuit.
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(2) An expression of an intention to terminate may not be revoked or

withdrawn.

(3) An declaration of an intention to terminate may be subject to a

condition precedent.

410. Termination in cases of multiple parties
(1) Should one of the parties comprise multiple persons, termination
of the contract must be effected by all of such persons to the other

party or by the other party to all of such persons.

(2) In the case described iIn paragraph (1), where the right of
termination is extinguished as to one person, it is extinguished as to

all persons.

411. Effect of termination
(1) Termination of a contract relieves both parties of their

Obligations under the contract except for the duty to pay damages.

(2) Upon termination, a party that has received all or part of a
performance under the contract shall return those items received as
performance to the other party and return the other party to the other
party"s original state. Should both parties be required to return the
other party to the party®"s original state, these Obligations shall be

carried out simultaneously.

(3) A party required to return money as a result of termination shall
return the money with interest computed from the date on which the money
was received. A party required to return property or other benefit due

to termination shall return any benefit received thereby.

(4) The legitimate interests of third parties may not be prejudiced

by a termination.

412. Right of termination when subject matter is destroyed
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(1) Should, due to the intentional act of a person bearing a right
of termination, an Object comprising the subject-matter of a contract
be lost, destroyed or rendered incapable of being returned, or where
such Object is changed into an Object of a different type due to
processing or reworking, the right of termination shall be
extinguished.

(2) Should a right of termination be exercised by a person who is
incapable of returning said Object under the circumstances described
in paragraph (1), the value of the Object shall be paid In money; such
value not exceeding the actual price thereof.

(3) Should an Object have been destroyed or rendered incapable of
being returned due to the negligence of or any other reason attributable
to the other party, the person possessing a right of termination is not
obligated to return the price of the Object pursuant to the provisions
of Paragraph (2).

413. Extinctive prescription

The period of extinctive prescription of the right of termination based
on non-performance as well as the right to demand actions to return to
the original state that existed prior to the execution of the contract

is five years from the time when the non-performance occurred.

414. Agreed-upon right of termination and termination by agreement
(1) The parties to a contract may agree under the contract that either
one or both of the parties shall be given a right of termination. The
provisions of Article 409 (Method of exercise of right of termination)
through Article 412 (Right of termination when subject matter is
destroyed) pertaining to termination granted by law shall apply mutatis
mutandis to the method and effect of an agreed-upon right of termination

unless the parties agree otherwise.
(2) Even in the absence of a contractual provision regarding a right

of termination, the parties to a contract may agree to terminate the

contract. However, the legitimate interests of third parties may not
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be prejudiced thereby.

Chapter 5 BURDEN OF RISK

415. Extinction of Obligation in case of impossibility of performance
IT performance of an Obligation has become impossible without the fault
of the Obligor, the Obligation shall be extinguished and the Obligee may
not demand performance thereof.

416. Burden of risk in a contract to transfer title to specific
property

(1) Should the subject matter of a bilateral contract be to transfer

title to specified object and said object is destroyed, lost or damaged

without the faults of either party, the Obligor shall bear the risk

thereof, and may not demand counter-performance.

(2) The risk of destruction, loss or damage of the object comprising
the subject matter of the contract shall be transferred to the Obligee
upon any of the following events unless otherwise provided for in the
contract:

a. When the Obligor delivers the object or transfers the
registration of the title thereto to the Obligee, or
substantial control over the object is otherwise judged to be
shifted to the Obligee;

b. When the Obligor has made a proper tender of performance; or

c. When the Obligee has unreasonably refused to accept the
performance of the Obligor.

417. Burden of risk associated with other types of rights

The provisions of Article 416 (Burden of risk in a contract to transfer
title to specific property) shall apply mutatis mutandis to the
establishment or transfer of real property rights other than ownership,

claims or other rights.

418. Burden of risk where the subject matter of contract constitutes

Object of a specific class or type
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(1) Should the subject matter of a bilateral contract constitute the
transfer of title to Object of a specific class or type and the Object
to be delivered has not yet been specified, even if the Object which the
Obligor was preparing for a tender of performance was destroyed or lost
without the fault of the Obligor, the Obligation shall not be
extinguished, and the Obligor remains obligated to perform under the
contract.

(2) The provisions of Article 416 (Burden of risk in a contract to
transfer title to specific property) shall apply mutatis mutandis after
the Object to be delivered has been specified.

419. Contracts subject to conditions precedent

Should property that is the subject of a bilateral contract with
conditions precedent be destroyed, lost or damaged prior to the
fulfillment of the conditions without fault of the Obligor, the risk of
such destruction, loss or damage shall be borne by the Obligor. The
provisions of Article 415 (Extinction of Obligation in case of
impossibility of performance) shall apply mutatis mutandis once the
conditions have been fulfilled.

420. Risk liability in bilateral contracts involving commission or
omission of act

Should one of the parties to a bilateral contract have an Obligation to

perform or not perform a certain act and the performance of said

Obligation becomes impossible due to no fault of either party, the

Obligation shall be extinguished. In such case, the Obligor may not

demand counter-performance.

421. Impossibility due to fault of Obligee

Should performance of an Obligation in a bilateral contract become
impossible at no fault of the Obligor but due to the fault of the Obligee,
the Obligor shall not lose the right to demand counter-performance.
However, should the Obligor receive benefit from being exempted from
his/her Obligation, he/she must deliver such benefits to the Obligee.
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Chapter 6 EFFECT OF OBLIGATIONS TO THIRD PARTIES

Section [. Subrogation of Obligor’s Claim by Obligee
422. Subrogation of Obligor®s Claim by Obligee
(1) An Obligee may, where necessary to preserve his/her claim,
exercise a right held by the Obligor in place of the Obligor. This shall
not apply rights that are personal and exclusive to the Obligor, rights
the exercise of which are entrusted at the complete discretion of the
Obligor, or rights that cannot be subject to attachment.

(2) An Obligee may, when necessary to receive satisfaction of a claim
held by the Obligee, exercise via subrogation a right possessed by the

Obligor having a close connection to such claim.

423. Requisites for exercising a right of subrogation

Section II. In order for an Obligee to exercise a right provided for in
Article 422 (

(1) Subrogation of Obligor”s Claim by Obligee), the Obligor shall not

have previously exercised such right.

(2) An Obligee may not exercise via subrogation a right possessed by
the Obligor prior to the Obligee™s own claim having come into effect
unless given permission by a court. This shall not apply to an act of

preservation.

424 . Defense of third-party Obligors

A third-party Obligor facing the exercising of an Obligee"s right of
subrogation may assert against such subrogating Obligee any defense
possessed by the third-party Obligor against his/her own Obligee.

425. Relationship between subrogating Obligee and Obligor

Should an Obligee notify the Obligor of the Obligee exercising the
Obligor™s rights via subrogation, the Obligor may not re-exercise such
rights against a third-party Obligor. This shall not preclude the
Obligor from accepting performance made by the third-party Obligor.
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426. Effect of Obligee®s right via subrogation

(1) The effect of an Obligee®s exercise of a right via subrogation
in relation to a right held by the Obligor shall inure directly to the
Obligor.

(2) Should the Obligor be unable to accept performance from a third
party Obligor, an Obligee who exercises a right via subrogation can
demand that the third-party Obligor tender performance directly to the
Obligee.

427 . Effects of exercising of right of subrogation and other Obligees
Should performance be received by a subrogating Obligee from a
third-party Obligor through the exercising of a right of subrogation,
the Object delivered as such performance shall be preserved for the
benefit of all Obligees until it is delivered to the Obligor. This shall
not apply in cases described in paragraph (2) of Article 422 (Subrogation
of Obligor”s Claim by Obligee).

Section III. Rescission Right for Fraudulent Acts

428. Requirements for rescission of fraudulent act

(1) An Obligee may petition the court to order that an act conducted
by an Obligor with the knowledge that the act would infringe on the
Obligee®s claim be rescinded, and persons who received benefit from such
act or subsequent possessors return the Object delivered or make
restitution for the value thereof.

(2) The rescission referred to in paragraph (1) shall be denied if
the person who received benefit from the Obligor™s act or a subsequent
acquirer was unaware of the infringement at the time of the Obligor®s
act or at the time of the subsequent acquisition. However, the Obligee
may seek nullification in relation to a benefiting person or subsequent
acquirer who paid no consideration for the benefit or the acquisition
even 1T such person was unaware of the infringement of the Obligee.
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(3) The provisions of paragraphs (1) and (2) shall not apply to acts

that were not intended for the acquisition of a property right.®

429. Claims to be preserved

The provisions of Article 428 (Requirements for rescission of fraudulent
act) shall also apply to an Obligee having a non-monetary claim. Such
claim must be transformed into a monetary claim by the end of the oral

argument proceedings on which the judgment of rescission is based.

430. Method for rescission of fraudulent act

Should no other appropriate method exist to achieve restitution from
a person receiving benefit from the Obligor’s act or a subsequent
acquirer, an Obligee who exercises a right of rescission may demand that
the benefiting person or subsequent acquirer deposit the Object
obtained.

431. Effect of rescission of fraudulent act
A rescission conducted pursuant to the provisions of Article 428

(Requirements for rescission of fraudulent act) shall inure to the
benefit of all Obligees.

432. Period for exercising of right of rescission of fraudulent acts
(1) The right of rescission established in Article 428 (Requirements
for rescission of fraudulent act) shall expire if it is not exercised
within one year of the time that the grounds for rescission were first
discovered by the Obligee. The same shall apply if not exercised within
three years of the occurrence of the act giving rise thereto.

(2) The provisions of law pertaining to an interruption in the period

of extinctive prescription shall not apply to the expiration period of
a right of rescission as set forth in paragraph (1).

Chapter 7 EXTINCTION OF OBLIGATION

433. Grounds for extinction of Obligation

See the footnote to Article 195 for an explanation of “property right.”
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Obligations shall be extinguished based on the following grounds:

a. Performance, set-off, release, novation or merger as provided
in Sections 1 (Performance) through V (Merger) of this Chapter;

b. Impossibility of performance through no fault of the Obligor
as provided in Chapter Five (Burden of risk) of this Book;

c. Fulfillment of a condition subsequent as provided in Section
111 (Condition, Time and Period) of Chapter One, or through
termination of the contract as provided in Section 1V
(Termination of Contract) of Chapter Four;

d. Extinctive prescription as provided 1in Chapter Eight
(Extinctive Prescription); or

e. Exercise of a right of rescission pursuant to the provisions

of Section 111 (Invalidity and Rescission) of Chapter Two.

Section [. Performance

Sub-section I. General provisions regarding performance

434. Performing person
(1) An Obligation may be performed by a third party as well as by the
Obligor.

(2) Should the purpose of the Obligation not be able to be achieved
through the performance of a third party, the third party shall not
perform the Obligation unless the Obligee consents.

(3) The Obligor and the Obligee may agree to prohibit performance by
a third party.

435. Authority of disposition of performing person
(1) Performance made by a person who neither owns the Object delivered
for the purpose of performance nor has the authority to dispose of such

Object shall not be considered to be valid performance.

(2) Should the person making performance not own the Object delivered

for the purpose of performance, he/she shall not recover such Object
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until valid performance has been made. However, the owner of such Object
may recover the Object from the person receiving the invalid

performance.

(3) Should a person carrying out performance lack the capacity to
dispose of the Object delivered for the purpose of performance, such
person may rescind such act of performance. Paragraph (2) shall apply
mutatis mutandis to the return of an Object delivered for the purpose

of performance.

436. Good faith consumption, transfer or acquisition by bona-fide
Obligee

(1) For cases set forth i1n paragraphs (2) and (3) of Article 435
(Authority of disposition of performing person), should the Object
delivered for the purpose of performance constitute a movable object
and the Obligee has consumed or transferred in good faith the Object
received as performance, such performance shall be deemed valid and the
performing person may not demand the return of such Object.

(2) For cases set forth in paragraph (1), the owner of the Object
delivered for the purpose of performance may demand reimbursement for
such Object from the receiver of said performance, unless such receiver
acquired ownership of the Object in accordance with the provisions set
forth in Article 193 (Bona Tide acquisition of ownership of movables).
An Obligee who has compensated the owner of the Object delivered for
the purpose of performance may demand reimbursement for such
compensation from the Obligor.

437 . Power to accept performance
(1) Performance is invalid unless it is carried out on behalf of the

Obligee or another person authorized to receive such performance.

(2) Should the Obligor perform his/her Obligation for a person not
having the power to receive performance, the Obligor must once more make
performance for the Obligee upon the Obligee"s request. The person who
made performance may demand that the unauthorized receiver of the
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performance return the Object delivered for the purpose of the

performance.

438. Restriction of power to accept performance

(1) Should a claim held by an Obligee be subject to attachment through
a ruling of the court, the Obligee shall not have the power to accept
performance made by the Obligor, and the Obligor shall not make
performance to the Obligee.

(2) Paragraph (2) of Article 437 (Power to accept performance) shall
apply mutatis mutandis to cases in which an Obligor barred from making
payment makes performance to his/her Obligee.

439. Performance to pseudo claim holder

(1) Performance made to a person who appears to be the Obligee but
who in fact is not the true Obligee shall be treated as valid if the
performing party believed the receiver to be the true Obligee and such
belief was not the result of gross negligence.

(2) In cases set forth in paragraph (1), the true Obligee may not
demand that the Obligor make performance again. The true Obligee may
demand that the person receiving the performance return the Object
delivered for the purpose of performance.

440. Manner of performance
An Obligor shall perform in good faith the Obligations in accordance
with the purpose of said Obligations.

441 . Partial performance

An Obligee shall not be required to accept partial performance. However,
should an Obligee accept performance knowing that it is partial, the
performance shall be considered effective to the extent to which it is
accepted.

442 . Performance with substitute Object
(1) Should, with the consent of the Obligee, an Obligor perform a
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substitute act of performance that differs from the originally intended

act of performance, it shall have the same effect as a valid performance.

(2) AnObligee and Obligor may agree to a substitute act of performance
being made in place of the originally intended act of performance. In
such case the Obligor may choose to perform either the originally
intended act of performance or the agreed substitute act of performance,
except where the right to choose has been given to the Obligee.

443. Time of performance, performance before set time
(1) An Obligor shall perform Obligations at the time of performance

as determined in each Item of Article 391 (Delayed performance).

(2) Performance may be made prior to the time it is due as set forth
in provisions of paragraph 2 Article 330 (Beneficiary of time

determination).

444 . Hours of performance
An Obligor shall execute performance during regular business hours in

accordance with prevailing customs and in good faith.

445 . Place of performance

Should the place of performance not be agreed upon between the parties,
performance of an Obligation to deliver specific Object shall be made
at the place where the Object was located at the time the Obligation
arose. For all other Obligations, the performance shall be made at the
current residence of the Obligee.

446. Costs of performance

In the absence of an agreement regarding the costs of performance, such
costs shall be borne by the Obligor. However, should an increase in the
costs of performance be due to a change in the residence of the Obligee
or to some other act of the Obligee, such cost amount of the increase
shall be borne by the Obligee.

447 . Delivery of receipt
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The performing party may demand a bill of receipt from the person

accepting performance.

448. Return of documents

Should documents evidencing the Obligation exist, the performing party
may demand the return of such documents once the full Obligation has
been performed.

Sub-section II. Assignment of Performance

449_. Assignment via designation

(1) Should an Obligor owe to the same Obligee multiple Obligations
of the same Kkind, if a tender of performance is not sufficient to
discharge all of the Obligations, the performing party may at the time
of performance designate the Obligation to which the performance shall
be applied.

(2) Should the performing party not make the designation described
in paragraph (1), the party accepting the performance may make the
assignment at the time performance 1is accepted. Provisions for
statutory assignment shall apply should the performing party make an
immediate objection to such assignment.

(3) The assignment described in paragraphs (1) and (2) shall be made
via notice to the counter-party.

450. Statutory assignment
Should neither the performing party nor the party receiving performance
make an assignment of performance, the performance shall be assigned
according to the following rules:
a. Between the Obligations that are due and those that are yet
to be due, the former shall have priority;
b. Should all of the Obligations be due or not due, the Obligation
as to which discharge would confer the greatest benefit for
the Obligor shall have priority;
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c. Should the Obligor benefit equally from the discharge of any
of the Obligations, the Obligation which first became due or
will become due shall have priority; and

d. Among multiple Obligations that are equal in regard to the
benefit of discharge for the Obligor and that become due at
the same time, performance shall be assigned based on to the
amount of each Obligation.

451 . Order of assignment among costs, iInterests and principal
Should an Obligor of one or more Obligations be obligated to pay interest
and costs in addition to the principal, performance that is insufficient
to discharge all of these shall be assigned in the order of costs,
interest and principal . However, should the Obligor and the Obligee have
agreed otherwise, such agreement shall prevail.

452 . Performance for two or more Obligees

The provisions of Article 449 (Assignment via designation), Article 450
(Statutory assignment) and Article 451 (Order of assignment among costs,
interests and principal) shall apply mutatis mutandis should the Obligor
owe multiple Obligations to different Obligees and the Obligation, as
to which the Obligor®s performance was directed, cannot be determined.

Sub-section II. Tender and Deposit

453. Definition and basic effect of tender of performance
(1) Tender of performance shall mean that the Obligor has completed
the preparations necessary for performance and has asked the Obligee

to accept such performance.

(2) Even should the Obligor have made a tender of performance, if an
Obligee does not take necessary actions to accept performance, the

Obligor shall be relieved of any liability for non-performance.
(3) Should the Obligor bearing a monetary Obligation with interest

accruing thereon provide a tender of performance, iIf the Obligee does

not accept such performance, the Obligor shall not be subsequently
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required to pay interest thereon.

454 . Method of tender

A tender of performance must constitute an actual tender of performance
in accordance with the intended purpose of the Obligation. Should the
Obligee have refused in advance to accept the tender of performance,
or an act on the part of the Obligee is necessary for performance, it
shall be sufficient for the Obligor to give notice to the Obligee that
preparations for performance have been completed and demand the
Obligee®s acceptance of performance.

455. Effect of tender
Should an Obligee not accept a tender of performance, the following
shall occur in addition to that described in Article 453 (Definition and
basic effect of tender of performance):
a. Where the Obligor bears the risk in a bilateral contract, the
risk shall be transferred to the Obligee;
b. The Obligee shall lose the right to put forth a defense of
simultaneous performance for a bilateral contract; and
c. The Obligor may become exempted from the Obligation by carrying
out a deposit.’

456. Delayed receipt

(1) Should the Obligee have in advance refused to accept performance,
or where tender of performance has been made to the Obligee, if
performance is not accepted due to the fault of the Obligee, the Obligor
may demand damages from the Obligee for any injury incurred due to such
non-acceptance.

(2) Should the Obligee®s non-acceptance of a tender of performance
constitute a material breach of the Obligee®s contractual duties, the

Obligor may terminate the contract.

457 . Deposit

7 In this context, deposit refers to the placement of the object of performance into the
possession of another on behalf of the Obligor.
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(1) An Obligor may be exempted from an Obligation by depositing the
Object that is the subject of the Obligation with an authorized
depository office in the following situations:

a. Where the performing party has made a tender of performance,
but the Obligee refuses to accept or is unable to accept such
performance; or

b. Where the identity of the Obligee cannot be determined for
reasons not the fault of the Obligor.

(2) The performing party may recover the Object deposited up until
the time that the Obligee has accepted the deposit or a judgment
declaring the deposit valid has become final and binding. In such case,
the deposit shall be deemed to have not occurred. This shall not apply
where a pledge or hypothec has been extinguished as a result of the
deposit.

(3) The details and procedures governing deposits shall be prescribed

in the Law on Deposits.

458. Obligor®s right to sell

Should the Object comprising the subject matter of the Obligation be
unsuitable for deposit, or be in danger of perishing or being damaged,
the Obligor may, with the permission of the court, sell the Object via
public auction and deposit the proceeds with an authorized depository
office, and the same shall apply should the cost of preserving the Object
be prohibitive.

Sub-section II1. Subrogation by performance
459. Subrogation through performance
(1) A person who has been discharged through his/her own performance
or other expenditure and thereby obtained the right to demand

indemnification from the Obligor may exercise via subrogation the
claims held by the Obligee and all other rights associated therewith.

(2) The provisions of Article 503 (Requirement for Assertion of
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Assignment of Nominative Claim against Third Parties) shall apply
mutatis mutandis to situations described in paragraph (1).

(3) The notification described in Articles 913 (Requirements for
indemnification) and Article 933 (Notification as requirement for
indemnification) may substitute for the notification set forth in
paragraph (2). However, should a date-certified instrument be demanded
in reference to provisions to which paragraph (2) hereof applies mutatis
mutandis, the notification described in this paragraph shall also be

provided through an instrument bearing a fixed date.

460. Scope of subrogation and relationships among subrogees

(1) A person who has been subrogated to an Obligee through Article
459 (Subrogation through performance) may exercise, within the scope
of indemnification that can be demanded based on his/her own right, any
and all rights that were possessed by the Obligee by virtue of the
automatic effect of the claim or that derive from a security interest.
This shall not apply to the rights that directly accompany the
contractual position of the Obligee under the contract.

(2) The following conditions shall apply to any subrogee:

a. Unless the existence of a subrogation is entered in the
registration accessory of a statutory lien, pledge for an
immovable or hypothec that is created over any of the Obligor~"s
objects, a guarantor or third party security provider shall
not assert his/her subrogation upon an Obligee against a
third-party acquirer who acquires an immovable that is the
object of such a statutory lien, pledge or hypothec;

b. A third-party acquirer who acquires an Object that is the
subject of a security right from an Obligor shall not be
subrogated to an Obligee concerning a guarantor;

c. A third-party acquirer who acquires an Object that is the
subject of a security right of an Obligor shall be subrogated
to an Obligee concerning other third-party acquirers who
acquire the objects of other security interests from such

Obligor in proportion to their respective values of the
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acquired Objects;

d. The provisions of item (c) shall apply mutatis mutandis to the
relationship between third party security providers as
described in Article 766 (Definition of security provider and
Third Party acquirer); or

e. If between guarantors and third party security providers,
subrogation to the position of an Obligee shall be made in
accordance with the number of persons within each group.
However, should there be multiple third-party security
providers, subrogation to the position of Obligee shall be made
in accordance with the respective prices of the Objects
provided as security by each third-party security provider in
relation to the portion of the Obligation remaining after
subtracting the portion for which a group of guarantors is
responsible.

461. Partial subrogation

(1) Should subrogated performance of a portion of an Obligation have
been made, the subrogee shall exercise the rights of the Obligee
together with the Obligee to the extent of the partial performance.
However, should the subrogee seek to execute these rights, the Obligee®s
consent must be obtained, and, at the request of the Obligee, such rights
or ranking shall be transferred to the Obligee at no cost to the extent
of the remaining Obligation.

(2) In the cases set forth in paragraph (1), only the Obligee may
terminate the contract on the grounds of non-performance. However, in
such case the subrogee shall be compensated to the extent of the
subrogee®s performance and interest thereon.

462. Subrogated performance by a third party and certificate of object
of security

(1) An Obligee who has received full performance via subrogated

performance shall deliver to the subrogee a certificate of claim and

any object of security possessed by the Obligee.
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(2) Should subrogated performance have been made with respect to a
portion of the claim, the Obligee shall indicate on the claim instrument
that subrogation had been carried out and shall ensure that the subrogee
supervises the preservation of the security object possessed by the
Obligee.

463. Obligation to preserve security for benefit of subrogee

Should a person exist who could subrogate an Obligee pursuant to the
provisions of Article 459 (Subrogation through performance), and the
security right has been lost or diminished due to an intentional or
negligent act of the Obligee, the person qualified to invoke such
subrogation may be exempted from his/her own responsibility or seek
damages to the extent that such person is no longer able to receive

indemnification due to such loss or diminution.

Section II. Set-off

464 . Conditions of statutory set-off and set-off contract

(1) Should two persons bear mutual Obligations having similar
subjects, if both Obligations are due for performance, one party may
extinguish mutual Obligations to the extent that their respective
amounts are equal by making a Declaration of Intent of set-off.

(2) The parties may enter into a set-off agreement to extinguish the
mutual Obligations even if both Obligations are not of a similar subject
matter. However, the right of a third party shall not be infringed upon
thereby.

465. Method of set-off
(1) A set-off shall be effected by a party®s declaration to set-off
to the other party.

(2) A Declaration of Intent to set-off may be subject to a condition

precedent, but it shall not be subject to a condition subsequent or to

a fixed time.
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466. Timing of effect of set-off

Should the requirements for set-off be satisfied, if a party declares
a set-off, the set-off shall retroactively extinguish the two
Obligations as of the time that the Obligations became suitable for a
set-off.

467 . Limitations of set-off

(1) Should either or both of the Obligations be unsuitable for set-off
in light of the nature of the Obligation(s), a set-off shall not be
executed.

(2) Should there be an agreement between the parties to not declare
a set-off, both parties shall be prohibited from declaring a set-off.
However, such an agreement may not be asserted against a bona fide third
party.

468. Set-off when a counter-Obligation is subject to defense
(1) A party may not execute a set-off should the corresponding
Obligation owed by the counter-party be subject to any form of defense

exercisable by counter-party.

(2) An Obligation for which the period of prescription or the period
for exercise has elapsed may be set off by the Obligee should the
requirements for set-off have been met prior to the elapsing of such
respective period.

469. Set-off of Obligations arising through tort
An Obligor who bears an Obligation arising through tort shall not seek
extinction of such Obligation via set-off.

470. Obligations prohibited from attachment
Should attachment of an Obligation be prohibited, the Obligor may not

seek the extinction of such Obligation through set-off.

471. Obligations subject to attachment orders
(1) Should an Obligation be subject to an order of attachment
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initiated by a third party, the Obligor may set off such Obligation only
against a counter-Obligation borne by the counter-party and obtained
prior to such attachment once the counter-Obligation has become due.
This shall not apply in cases where such counter-Obligations will come
due later than the Obligation borne and to be set off by the Obligor.

(2) The second sentence of paragraph (1) shall not apply should there
be an agreement between the parties allowing a set-off of Obligations

irrespective of the time for performance thereof.

472. Assignment in cases of set-off

Should one or both of the parties to a set-off be liable for more than
one Obligation suitable for set-off, the party declaring the set-off
may designate the Obligations which are to be extinguished by the
set-off. |If a set-off is declared without the designation described
in the Tfirst sentence of this Article, the provisions regarding

assignment of performance shall apply mutatis mutandis.

Section IIl. Release

473. Release of Obligation
An Obligation is extinguished once an Obligee expresses to the Obligor

the intention to release the Obligor from the Obligation.

474. Partial release
An Obligee may declare a partial release from an Obligation.

475. Limitations on release
Should an Obligation be subject to attachment by a third party or the
capacity of the Obligee to dispose of the Obligation be restricted for

any other reason, the Obligee may not release the Obligor from such
Obligation.

Section IV. Novation

476. Meaning of novation

- 157 -



(1) Novation shall refer to a contract that extinguishes the original
Obligation and creates a new Obligation between the same Obligee and

Obligor in its stead.

(2) The original Obligation shall be extinguished at the moment that

the novation contract described in paragraph (1) comes into effect.

477 . Non-extinction of original Obligation

Should an Obligation created by a novation contract not come into effect
due to the Obligee of the original Obligations not being expected or
if the new Obligation is impossible to perform from the beginning, the
original Obligation is not extinguished.®

478. Transfer of security rights

(1) Should it be agreed to between the parties to the novation a
contract, a pledge, hypothec or other security right established in
regard to the original Obligation may be transferred to the new
Obligation to the extent to which it falls within the scope of the
original Obligation. However, a security right provided by a third party
shall not be transferred without the third party®s consent.

(2) With regard to a quasi-loan for consumption, the agreement
mentioned in the First sentence of paragraph (1) shall be presumed to

exist.

Section V. Merger

479. Merger of claim and Obligation
(1) Should an Obligation and a claim corresponding to such Obligation
belong to a sole and same person, such Obligation and claim shall be

extinguished via merger.

(2) Should the claim mentioned in paragraph (1) be the object of a

right possessed by a third party, such claim shall not be extinguished

8 Note: This article appears to have been inaccurate in both the original Khmer and
respective Japanese version.
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via merger.

Chapter 8 EXTINCTIVE PRESCRIPTION REGARDING CLAIMS

480. Definition of extinctive prescription regarding claim
Extinctive prescription regarding a claim shall refer to the extinction
of a claim based on an Obligee®s failure to exercise the claim within

a certain period.

481. Commencement of extinctive prescription period for claims
Extinctive prescription regarding a claim shall commence at the time
that the claim is capable of being exercised.

482. Extinctive prescription period for general claim
The extinctive prescription period for claims shall be five years,
except as otherwise provided in this Code or other law or regulation.

483. Short extinctive prescription period

The extinctive prescription period for a claim pertaining to the price
of products sold or service provided by a manufacturer or merchant to
a non-merchant shall be two years.

484 . Extinctive prescription period for established claims

(1) The extinctive prescription period for a claim that is
definitively established through a final and binding judgment, a
judicial settlement or other determination having the effect of a final
and binding judgment shall be five years from the time at which it was
definitively established, even should it be a prescription period of
less than five years.

(2) The provisions of paragraph (1) shall not apply should the time
for performance have not occurred by the time of the claim being

definitively established.

485. Retroactive effect of extinctive prescription regarding claims
The effect of extinctive prescription against a claim shall be
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retroactive from the date of commencement for the period thereof.

486. Invocation of extinctive prescription regarding claim
(1) A court shall not render a judgment based on extinctive
prescription regarding a claim unless extinctive prescription has been

invoked by a party.

(2) Extinctive prescription in relation to a claim may only be invoked
by an Obligor, a joint Obligor, a guarantor, a third party security
provider or a third party acquirer as specified in Article 766
(Definition of security provider and Third Party acquirer), or other
person possessing a legally recognized interest in the invocation of

such extinctive prescription.

(3) Should extinctive prescription regarding a claim be invoked by
an Obligor, any third parties shall also receive the benefit of the
extinctive prescription. Should the extinctive prescription regarding
the claim be invoked by a person having a right to do so other than the
Obligor, the invocation shall only be effective between such person and
the Obligee.

487 . Renunciation of benefit of extinctive prescription regarding
claims

The benefits arising from extinctive prescription shall not be

renounced In advance. The benefits of extinctive prescription, the

period for which has already been completed, may be renounced.

488. Scope of persons for whom effect of renunciation of benefits from
extinctive prescription regarding claim extends

A renunciation of the benefit of extinctive prescription of a claim

shall be effective only iIn regards to the relationship between the

Obligee and the renouncing party having the right to invoke extinctive

prescription.

489. Grounds for interruption of extinctive prescription of claims

Extinctive prescription regarding a claim shall interrupted due to the
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occurrence of any of the following events:
a. Filing of a lawsuit, participation in a bankruptcy proceeding,
or the equivalent exercise of a claim;
b. An act of execution or issuance of preservative relief; or
c. Partial repayment, payment of interest, provision of security
or acknowledgement of the existence of the claim through any
other method.

490. Effect of interruption of extinctive prescription regarding
claim and scope of persons
Should extinctive prescription regarding a claim be interrupted against
an Obligor, other persons shall not contest the effects of such
interruption. Should extinctive prescription regarding a claim be
interrupted against a person who is not the Obligor and has a right to
invoke extinctive prescription, the interruption is effective only in
regards to the Obligee and such person entitled to invoke extinctive

prescription.

491. Lawsuit
A judicial action does not interrupt extinctive prescription in cases

where the action is dismissed without prejudice or discontinued.

492. Rescission of act of execution or preservative relief

Should an act of execution or preservative relief be rescinded upon the
motion of a rights-holder or for failure to comply with conditions
imposed by law, any interruption of extinctive prescription effected

by such act shall be deemed to have not occurred.

493. Act of execution or preservative relief conducted as against
person other than Obligor

An act of execution or preservative relief conducted as against a person

other than the Obligor shall interrupt any extinctive prescription in

relation to the Obligor only should the Obligor be notified of such act.

494 . Calculation of extinctive prescription period regarding claim

following interruption
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(1) Any interrupted extinctive prescription period shall begin anew

from the time that the grounds for interruption have terminated.

(2) An extinctive prescription period that was interrupted due to the
filing of a lawsuit shall begin anew from the time that the judgment

resolving said lawsuit becomes final and binding.

495. Suspension of completion of extinctive prescription period upon

demand with or without filing of lawsuit
(1) Should a rights-holder demand satisfaction of such right within
six months of the completion of an extinctive prescription period, the
extinctive prescription period shall not be completed as against such
person until six months has lapsed from the time of the notice of said
demand. However, a subsequent demand for satisfaction by the
rights-holder shall not delay the completion of the extinctive
prescription.

(2) Even should a lawsuit not have the effect of interrupting the
extinctive prescription period due to the dismissal without prejudice
or discontinuation of said lawsuit, a demand shall be deemed to have
been provided continuously from the time the complaint was served upon
the defendant until the time the lawsuit was dismissed or discontinued.
In such case, the extinctive prescription period shall not be completed
pertaining to the person who brought the lawsuit until six months has
elapsed from the date of dismissal or discontinuation.

(3) Should the rights-holder assert his/her right as a defendant in
litigation, such assertion shall be deemed a continuous demand while
the lawsuit is pending from the time at which it was made. In such case,
the extinctive prescription period shall not be completed as against
such person until six months have elapsed from the date on which the
judgment in the case had become final and binding.

496. Suspension of completion of extinctive prescription period

regarding rights pertaining to minors or General Wards
Should there be no legal representative for a minor or General Ward
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within the six months prior to the completion of an extinctive
prescription period, the extinctive prescription period for claims
shall not be perfected against such person until six months elapses from
the time at which such person either attains the age of majority or a
legal representative is retained on that person®s behalf.

497 . Suspension of completion of extinctive prescription regarding
rights between spouses

Should one spouse possess a right with respect to the other, extinctive

prescription regarding such right shall be not completed until six

months has elapsed following the dissolution of marriage.

498. Suspension of completion of extinctive prescription due to
natural disaster

Should a rights-holder be unable to interrupt extinctive prescription

within six months prior to the completion of the extinctive prescription

period due to a natural disaster or other force majeure, extinctive

prescription shall not be completed until six months has elapsed from

the time that such force majeure ceases.

499. Performance in order to satisfy right subject to extinctive
prescription

A person who provides performance in order to satisfy a right subject

to completed extinctive prescription shall not thereafter seek

repayment even if the performance is provided without knowledge of the

fact that such right was subject to a completed extinctive prescription.

500. Extinctive prescription for property rights other than claims
and ownership

Except as otherwise provided in this Code or in other law or regulation,

the period for extinctive prescription regarding property rights, other

than claims and ownership, shall be 10 years. The provisions pertaining

to extinctive prescription regarding claims shall apply mutatis

mutandis to extinctive prescription for property rights other than

claims and ownership.

- 163 -



Chapter 9 ASSIGNMENT OF CLAIMS AND ASSUMPTION OF OBLIGATIONS

Section 1. Assignment of Claims

501. Assignability of claims and special agreements prohibiting
assignment

(1) A claim may be assigned unless the nature of the claim does not

permit such assignment. In such a case, the assignee shall become a new

Obligee.

(2) Assignment of a claim may be prohibited by a declaration of intent
by the party(s), even where the nature of the claim permits the

assignment.

(3) The Declaration of Intent referred to in paragraph (2) shall be
asserted against a third party having no knowledge thereof. This shall
not apply should the third party"s lack of knowledge be the result of
the third party®s gross negligence.

502. Establishment of assignment of claim

The assignment of a claim shall take effect only through agreement
between the Obligee seeking to assign the claim and the assignee.
However, in order to assert the assignment of a claim against the Obligor
or a third party, the conditions established in Article 503 (Requirement
for Assertion of Assignment of Nominative Claim against Third Parties)
must be met.

503. Requirement for Assertion of Assignment of Nominative Claim
against Third Parties

(1) The assignment of a nominative claim may not be asserted against

the applicable Obligor or any other third party unless the assignor has

given notice thereof to the Obligor or the Obligor given consent thereto

to the assignor or the assignee.

(2) The notice or consent described in paragraph (1) shall not be

asserted against a third party unless the notice or consent has been
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made using an instrument bearing a fixed date.

504. Priority among multiple assignments

(1) Should one claim have been assigned multiple times, the priority
among such assignments shall be determined based on the chronological
order of the times at which the competing notices using the instruments
bearing a fixed date reach the Obligor, or the times at which the Obligor
has given consent using instruments bearing a fixed date. In such case,
the Obligor must perform the Obligations borne to the Obligee having
the priority position.

(2) For situations set forth 1iUn paragraph (1), should the
chronological order among the notifications or consents not be clearly
determined, they shall be deemed to have arrived or been given at the
same time. In such case, each assignee may demand full performance from
the Obligor in relation to the assigned Obligation. Should the Obligor
perform the Obligations to one of the Obligees, the Obligation shall
be deemed extinguished.

(3) In case set forth in paragraph (2), the Obligor shall be relieved
of the Obligation by depositing the Object comprising the subject of
the Obligation.

505. Effect of notification and consent

(1) Should the Obligor have been provided with the consent described
in Article 503 (Requirement for Assertion of Assignment of Nominative
Claim against Third Parties) without raising any objection, even if
there are grounds which could have been raised as a defense against the
assignor, s/he may not raise such grounds as a defense against the
assignee. However, if the Obligor has paid any money or delivered any
Object or assumed a new Obligation to or for the benefit of the assignor
in order to obtain extinction of his/her Obligation, the Obligor may
recover the money paid or other Object delivered, or may deem that the
new Obligation had not been assumed, as the case may be.

(2) Should the assignor have merely provided notice of the assignment,
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the Obligor may raise any grounds as a defense against the assignee,
which accrues with respect to the assignor before s/he receives such

notice as a defense against the assignee.

506. Assignment of negotiable claim
The conditions governing the assignment of a claim payable to order or
other claim regarding which securities representing such claim have

been issued shall be established separately through special law.

Section II. Assumption of Obligations

507. Ability to assume Obligation
(1) An Obligation that can be performed by a third party, other than
the Obligor, can be assumed by such third party.

(2) The assumption of an Obligation by a third party may be prohibited
through a declaration of intent by a party(s).

508. Establishment of assumption of Obligation

The assuming of an Obligation shall take effect based on the agreement
of Obligor and the person assuming the Obligation or between the Obligee
and such person.

509. Rights of Obligee

(1) An Obligee®s rights against the Obligor shall not be extinguished
through the assumption of the Obligation. In such case, the Obligor and
the party assuming the Obligation are jointly and severally liable with
respect to the Obligee.

(2) A party who assumes an Obligation may exempt the Obligor therefrom

with the consent of the Obligee.

510. Defenses fTollowing assumption of Obligation

Should an Obligation be assumed, the assuming party may assert against
the Obligee any defense possessed by the Obligor up to the time that
the assumption was formed.
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511. Assumption of performance

Should a person assume responsibility for the performance of an
Obligation based on an agreement between the Obligor and the assuming
party without assuming the Obligation itself, the Obligee may not demand
performance from the assuming party.

Section I1l. Assignment of Contractual Position

512. Assignment of contractual position

(1) A party that has executed a contract with another party may assign
to a third party his/her position under such contract. This shall not
apply where assignment is impossible due to the nature of the contract.
Moreover, the assignment of a party®s contractual position may be
prohibited based on the agreement of the parties. In such case, the
provisions of paragraph (3) of Article 501 (Assignability of claims and
special agreements prohibiting assignment) pertaining to the assignment
of Obligations shall apply mutatis mutandis.

(2) Should the assignment of a contractual position be substantially
disadvantageous to the other party of the contract, the party seeking
to assign the contractual position shall obtain the approval of the
assignment from the other party to the contract.

513. Establishment of assignment of contractual position

The assignment of a contractual position shall take effect only upon
the agreement of the assignee and the party to the contract seeking to
assign the contractual position. However, in order to assert the
assignment against the counter-party to the contract or a third party,
the requisites for assertion set forth in Article 503 (Requirement for
Assertion of Assignment of Nominative Claim against Third Parties)
pertaining to assignment of claims must be met.

514. Effect of assignment of contractual position

Should a contractual position have been assigned, all rights and

Obligations possessed by the assignor shall be transferred to the
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assignee unless a specific declaration of intent is made to the contrary.
In such case, the provisions of Article 505 (Effect of notification and
consent) pertaining to the assignment of claims and of Article 510
(Defenses Tfollowing assumption of Obligation) pertaining to the
assumption of Obligations shall apply mutatis mutandis.

BOOK 5 PARTICULAR TYPES OF CONTRACTS / TORTS

Chapter 1 SALE

Section [. General Provisions

515. Nature of sale

A Sale shall be a contract whereby one party, referred to as the Seller,
is obligated to transfer ownership or other property rights to the
counter-party, referred to as the Buyer, and the Buyer is obligated to
pay a purchase price to the Seller.

516. Formation of sales contract

A sales contract shall be formed based solely on an agreement between
the parties thereto unless otherwise provided by law. The parties may
require the execution of a notarized document or a written document
signed by the parties in their individual capacities as a condition for
the formation of such contract.

517. Unilateral promise to sell or purchase

(1) Should a unilateral promise be made with respect to either a sale,
such sale shall come into effect at the time that the person to whom
such promise is made declares to the person putting forth the promise
his intention to complete the sale.

(2) Should no period be specified for the expression of the intention
set forth in paragraph (1), party expressing the unilateral promise may
provide notification to the counter-party demanding an expression of
intent within a fixed period of reasonable duration regarding whether
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the counter-party intends to complete the sale. Should the
counter-party fail to express such intent within such period, the

promise shall lapse.

518. Earnest money

Should the Buyer have paid earnest money to the Seller, the Buyer may
terminate the contract by releasing such earnest money, and the Seller
may terminate the contract by refunding twice the amount of such earnest
money. However, neither party may terminate the contract once the other
party has initiated performance thereof.

519. Sale after tasting
(1) A sale of Object of a type that are customarily tasted prior to
purchase shall be formed once the prospective Buyer accepts the sale

after having carried out such tasting.

(2) Should no period be Fixed for the prospective Buyer®s acceptance,
the Seller may issue a notice to the prospective Buyer demanding a
definitive answer within a fixed period of a reasonable length regarding
whether the prospective Buyer accepts the sale. Should the prospective
Buyer fail to provide a response within such period, the prospective
Buyer shall be deemed to have refused to enter into the sale.

520. Sale following Trial

(1) A sale following a trial shall come into effect once the
prospective Buyer accepts the sale within the trial period or once the
trial period has lapsed without the prospective Buyer®s expression of
any intention in regard to sale. Should the prospective Buyer refuse
to receive the delivery of the Object, the sale contract shall be deemed
to have not been formed.

(2) Should no trial period be fixed, the prospective Seller may
provide notice to the prospective Buyer demanding a definitive answer
within a Ffixed period of reasonable length regarding whether the
prospective Buyer accepts the sale. Should the prospective Buyer
continue to use the Object without providing an answer within such
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period, the prospective Buyer shall be deemed to have accepted the sale.

521. Sales price
(1) The parties to a sale shall fix within the contract the amount

of the sales price or establish a formula to determine such amount.

(2) The sales price amount may be determined based on the present or
future market price of certain property or based on an appraisal by a
third party appointed through a method designated by the parties. Should
the appraisal of a third party be based on a mistake, or where the
appraisal appears to violate principles of fairness, the party to the
contract who would be harmed as a result thereof may object to such
appraisal.

(3) The parties to the contract may fix the sales price to a certain
Principal amount or based on indefinite or lifetime installment
payments. However, should a third party appraise the sales price in
accordance with the provisions of paragraph (2), the sales price shall
be fixed as a set Principal amount, except where the parties have
explicitly authorized a third party.

522. Sales Expenses
Unless otherwise agreed to between the parties, the cost of preparing
written instruments and other expenses incurred in connection with the

execution of a contract of sale shall be borne equally by both parties.

523. Mutatis mutandis application to other types of contracts in which
either or both parties provide consideration

The provisions of this Chapter shall apply mutatis mutandis to contracts

of value, in addition to sales contracts, inwhich either or both parties

provide consideration.

Section Il. Parties to and Object Covered by Sales Contracts

524. Parties to sales contract

Any natural or juristic person may sell or purchase any property except
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when prohibited by law.

525. Persons who may not be Buyers (1)

(1) An administrator appointed by law, court order or contract shall
not be a Buyer, either directly or through a third party, of property
that the administrator has been entrusted to sell.

(2) Paragraph (1) shall apply mutatis mutandis to government
officials responsible for the execution or administration of a

compulsory sale.

(3) Should a sale be conducted in violation of the provisions of
paragraphs (1) and (2), such sale may be rescinded only by the person
who owned the property prior to sale or by the heir of such person or

such person®s successor in interest.

526. Persons who may not be Buyers (2)

(1) A judge, prosecutor, court clerk or other court official may not
be a Buyer, either directly or through a third party, of property to
which civil actions are pending before the court at which such person

works or practices.

(2) Paragraph (1) shall apply mutatis mutandis to lawyers and notaries
public becoming Buyers of Object or rights involved in cases in which

they are retained.

(3) Should a sale be conducted in violation of paragraphs (1) and (2),
such sale may be rescinded only by the Seller, the opposing party in
a case involving the property, or their respective heirs or successors

in interest.

527. Object that may be sold

Any good or right, including one that comes into existence at a future
time, may be the object of a contract of sale, except for Object or rights
that are not transferable by their nature, or those for which transfer
is prohibited by law.
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Section II1. Effect of Sales Contracts

528. Transfer of title

(1) With respect to the transfers of title to Object under a contract
of sale, the general rules provided for in Article 133 (Creation,
transfer and alteration of real rights by agreement), Article 134
(Perfection), Article 135(Requisites for Transferring Real Rights of
Immovables by Agreement), Article 160(Acquisition of Ownership over
Immovables) and Article 187(Acquisition of ownership over movable)of
this code shall apply to contracts of sale.

(2) Should the Object of sale be rights other than titles to property,
the general rules regarding the transfer of each right shall apply to
each contract with respect to the transfer of such rights.

Sub-section I. Obligations of Seller

529. Seller™s duty to provide explanation

The Seller is required to provide the Buyer with a clear explanation
concerning: (i) the contents of the Obligations to be assumed by the
Buyer; and (ii) the legal circumstances surrounding the property
comprising the object of sale, and, specifically in the case of a sale
of immovable property, the state of the title, encumbrances, boundaries,
and other relevant matters.

530. General Obligations of Seller

The Seller shall owe to the Buyer, in accordance with the terms of the
contract and the provisions of this Code: (i) an Obligation to transfer
the sold property right; (ii) an Obligation to deliver the Object; (iii)
an Obligation to preserve such property until delivered; and (iv) an
Obligation to deliver instruments required as evidence of title

thereto.

531. Obligation to transfer the right and warranty liability of Seller
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(1) The Seller shall owe an Obligation to transfer the property right
of the subject of the sale to the Buyer.

(2) In the event that a right belonging to a third party is the object
of sale, the Seller is obligated to acquire such right and thereafter

transfer it to the Buyer.

(3) Should, in the case set forth in paragraph (1), the Seller be
unable to acquire such right and thereafter transfer it to the Buyer,
the Buyer may terminate the contract. In such a case, should the Buyer
not have been aware at the time the contract was executed that said right
did not belong to the Seller, the Buyer may also demand compensation
for damages.

532. Rescission of contract by Seller who sells right of another party
(1) Should the Seller be unaware at the time the contract is executed
that the property right to be sold does not belong to the Seller, and
should the Seller be subsequently unable to acquire the right and
transfer it to the Buyer, the Seller may terminate the contract by
compensating the Buyer for any damages.

(2) In the case set forth in paragraph (1), should the Buyer be aware
at the time the contract is executed that the right to be sold did not
belong to the Seller, the Seller may terminate the contract without
compensating the Buyer for damages.

533. Warranty liability of Seller when portion of rights sold belongs
to third party

(1) Should a portion of the property rights comprising the object of

a sale belong to a third party and the Seller is unable to subsequently

acquire and transfer said portion to the Buyer, the Buyer may demand

a reduction in the purchase price proportional to the percentage of said

property.

(2) In the case set forth in paragraph (1), the Buyer may terminate

the contract should the Buyer be unaware at the time the contract was
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executed that the relevant portion of the property rights did not belong
to the Seller and it is judged that the Buyer would not have purchased
said right if the object of the sale comprised the remaining part alone.

(3) In the cases set forth in paragraphs (1) and (2), should the Buyer
be unaware at the time the contract was executed that a portion of the
property rights that are the object of sale did not belong to the Seller,
the Buyer may also demand compensation for damages.

(4) Should the Buyer be unaware at the time the contract was executed
that a portion of the property rights that are the object of sale did
not belong to the Seller, the Buyer®s rights as provided for 1in
paragraphs (1), (2) and (3) must be exercised within one year from the
date that the Buyer came to be aware of such fact; and should the Buyer
be aware at the time the contract was executed that part of said property
rights did not belong to the Seller, the Buyer®s rights must be exercised
within one year from the date of the execution of the contract.

534. Seller™s warranty liability when encumbrance exists

(1) Should the property comprising the Object of sale be subject to
a perpetual Lease, usufruct, right of use, easement, Leasehold, right
of retention or pledge, and due to such encumbrance(s) the Buyer is
unable to enjoy the use of all or a part of such property or receive
profits therefrom, the Buyer may demand compensation for damages from
the Seller should the Buyer have been unaware of the existence of such
encumbrance at the time the contract was executed.

(2) In the case set forth in paragraph (1), should the purpose of the
contract be unable to be achieved due to the existence of the encumbrance,
the Buyer may terminate the contract if the Buyer was unaware of the
existence of the encumbrance at the time the contract was executed.

(3) The rules set forth in paragraphs (1) and (2) shall also apply

in cases where an easement that was represented as existing with regard

to the immovable comprising the object of sale does not in fact exist.
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(4) In the case set forth paragraphs (1), (2) and (3), the Buyer-®s
rights to terminate the contract and to demand compensation for damages
must be exercised within one year from the date that the Buyer learned
of such fact.

535. Seller®s warranty liability when security right exists

(1) Should an immovable to be sold through the sales contract be
subject to a statutory lien, a pledge that bars the Obligee from using
or receiving benefit from the property, or a hypothec, if the Buyer has
lost ownership due to the exercise of such security interest, the Buyer
may terminate the contract.

(2) Should any costs or expenses be incurred by the Buyer in the
process of preserving ownership, the Buyer may demand reimbursement for

such costs and expenses from the Seller.

(3) In either of the cases set forth in paragraphs (1) and (2), the
Buyer may demand compensation for any damages sustained therefrom.

(4) Should the Buyer of the immovable property subject to the
protections set forth in paragraph (1) bought at the price which is
deducted the price of the claim which is secured by the protections,
shall not have the rights mentioned in paragraph (1) through (3).

536. Seller™s warranty liability in case of compulsory sale by public
auction

(1) In the case of a compulsory sale, the purchaser may, in accordance

with the provisions of Article 531 (Obligation to transfer the right and

warranty liability of Seller) through Article 535 (Seller”s warranty

liability when security right exists), either terminate the contract

or demand a reduction in the purchase price from the Obligor.

(2) In the case set forth in paragraph (1), should the Obligor be
insolvent, the purchaser may demand from any Obligee to whom any share
of the proceeds has been distributed the return of some or all of such
proceeds.
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(3) For the cases set forth in paragraphs (1) and (2), should the
Obligor be aware of the existence of grounds for the warranty liability
and nevertheless fail to disclose such to the auctioning authority or
should the Obligee have been aware of such non-disclosure and
nonetheless demanded a compulsory sale, the purchaser may demand
damages from such parties.

537. Warranty by Seller of a claim
(1) The Seller of a claim shall be liable as to the existence of such

claim.

(2) Should the Seller of a claim warrant the solvency of the Obligor,
such Seller shall be presumed to have warranted the Obligor®s solvency

at the time the contract was executed.

(3) Should the Seller of a claim that has yet to come due warrant the
future solvency of the Obligor, such Seller shall be presumed to have
warranted the Obligor®™s solvency as of the date on which the Obligation
is to be performed.

538. Agreement regarding discharge from or limitation on warranty
liability

Even should it be agreed to between the Seller and the Buyer that the
Seller~s liability arising from the warranties set forth in Article 531
(Obligation to transfer the right and warranty liability of
Seller)through Article 537 Warranty by Seller of a claim) be discharged
or limited, the Seller may not be relieved of liability in regards to
any fact of which the Seller was aware and nevertheless failed to
disclose, or in regards to any right that the Seller created in favor
of, or assigned to, any third party.

539. Obligation to deliver non-defective Object

(1) The Seller bears an Obligation to deliver to the Buyer property

that conforms to the contract.
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(2) Except where the parties have agreed otherwise, the Object
delivered to the Buyer shall be deemed to be non-defective Object in
any of the following situations:

a. Where the Object does not conform to the quantity, quality and
description required by the contract;

b. Where the Object differs from that which the Seller held out
to the Buyer as a sample or model in terms of quantity, quality
or description;

c. Where the Object does not fit to the particular purpose
expressly or impliedly made known to the Buyer when the
contract was executed;

d. Where the Object does not Fit to the purposes for which Object
of the same description would ordinarily be used; or

e. Where the Object is not contained or packaged in the manner
usual for such Object or In a manner adequate to preserve and
protect the Object.

540. Liability for Warranty of Non-defective Object

(1) Should the Object be defective in any respect at the time that
risk passes to the Buyer, even if the existence of such defect becomes
apparent only after the passage of such risk, the Buyer may, 1in
accordance with the terms of the contract and the provisions of this
Code, demand that substitute Object be delivered or that such defect
be remedied, terminate the contract or reduce the purchase price in
relation to the Seller.

(2) The Seller shall bear the Liability for a Warranty against
Defective Object described in paragraph (1) in relation to any defect
that occurs due to a breach of any of the Seller®s Obligations, including
any defect that occurs following the time indicated in paragraph (1).

(3) Should the Seller warrant that for a certain period of time after
delivery the Objects will remain fit for their ordinary purpose or for
some particular purpose, or will retain specified qualities or
characteristics, if a breach of such warranty occurs, the Seller shall
bear the same liability as for a warranty against defects.
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(4) Should, at the time the contract is executed, the Buyer be aware
that the Object were defective in any respect, or be unaware of such
defect as a result of gross negligence, the Seller shall not bear
liability for a warranty against defect with respect to such defect.

541. Seller™s right to remedy defects

(1) Should the Seller have delivered the Object prior to the date of
delivery, he/she may, up to such delivery date, remedy any defect in
the Object delivered so long as the Buyer®s interests are not unfairly
prejudiced thereby. However, the Buyer shall not be precluded from
exercising the right to demand compensation for any damages.

(2) The Seller may, even after the date of delivery, remedy at his/her
own expense any defect in the Object so long as the Buyer®s interests
are not unfairly prejudiced thereby. However, the Buyer shall not be
precluded from exercising the right to terminate the contract and the
right to demand compensation for damages therefrom.

542. Buyer’s right to demand complete performance
(1) The Buyer may demand that the Seller perform its Obligations. This
shall not apply where the Buyer has resorted to a remedy that is

inconsistent with such demand.

(2) Should the Object be defective in any respect, the Buyer may demand
that the Seller deliver substitute Object. This shall not apply should
the supplying of Object of the same type cause an undue burden upon the

Seller in consideration of the surrounding circumstances.

(3) Should the Object be defective in any respect, the Buyer may demand
that the Seller remedy the defects. This shall not apply where remedying
the Object would cause an undue burden upon the Seller In consideration

of the surrounding circumstances.

(4) The Buyer may Fix an additional period of a reasonable length for

the Seller®s performance of its Obligations. Unless the Buyer has
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received notice from the Seller that the Seller does not intend to
perform within such period, the Buyer may not resort to any remedy for
breach of contract during such period. This shall not deprive the Buyer
of the right to demand compensation for damages incurred due to delayed

performance.

543. Buyer®s right to terminate

Should the delivered Object be defective in any respect and such defect
prevents the achievement of the Buyer®s purpose in entering into the
contract, the Buyer may terminate the contract.

544. Buyer’s right to demand a reduction iIn purchase price

Should the delivered Object be defective in any respect, regardless of
whether or not the purchase price has already been paid, the Buyer may
demand a reduction in the purchase price in accordance with the
difference between the value of the Object actually delivered and the
value that non-defective Object would have had at the time of delivery.
However, should the Seller have remedied the defect in accordance with
Article 542(Buyer’s right to demand complete performance), or should the
Buyer have refused to accept an offer by the Seller to remedy the defect
without good cause, the Buyer may not demand a reduction in purchase

price.

545. Buyer’s right to demand damages

The Buyer may demand compensation for damages in accordance with the
provisions set forth in Section 111, Chapter Four of Book Four
independent of or together with any remedies provided for in Article
542 (Buyer’s right to demand complete performance) through Article 544

(Buyer’s right to demand a reduction in purchase price).

546. Special provisions regarding excess or deficiency in area of land
(1) Should the total area of specified land be indicated and a sale
has been executed based on a fixed price per unit area, but the actual
property area is less than the indicated area, the Buyer may demand,
in accordance with the provisions set forth in Article 542 (Buyer’s right

to demand complete performance) through Article 545 (Buyer’s right to
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demand damages): (i) delivery of the deficient portion; (ii) a reduction
in the purchase price in proportion to the deficiency; or (ili)
termination of the contract; and/or (iv) compensation for damages,

unless otherwise agreed to between the parties.

(2) Should the total area of specified land be indicated and a sale
has been executed based on a fixed price per unit area, but the actual
property area exceeds the indicated area, if the Seller was unaware of
such excess without negligence on his/her part, the Seller may demand
an increase in the purchase price iIn proportion to the excess amount

of land, unless otherwise agreed to between the parties.

(3) Should the total area of specified land be indicated and a sale
has been executed based on a single price for the entire parcel of land,
even if the actual area is less than the indicated area, the Buyer may
not demand: (i) delivery of the deficient portion; (ii) a reduction in
the purchase price in proportion to the deficiency; (iii) termination
of the contract; and/or (iv) compensation for damages. This shall not
apply in cases where: (i) the Seller knew of such deficiency in the
actual land area; (ii) the Seller guaranteed the accuracy of the
indicated size of the area; and/or (iii) the deficiency exceeds five
percent of the indicated area.

(4) Should the total area of specified land be indicated and a sale
have been executed based on a single price for the entire parcel, the
Seller may not demand an increase in the purchase price even if the
actual land area exceeds the indicated area. This shall not apply where
the excess exceeds five percent of the indicated area, and the Seller
was ignorant of such fact without negligence on his/her part.

(5) Should the Seller demand an increase in the purchase price based
on the provisions of paragraphs (2) or (4), the Buyer may terminate the

contract.

547. Period for exercise of rights

(1) The rights provided for in Article 542 (Buyer’s right to demand
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complete performance) through Article 544 (Buyer’s right to demand a
reduction in purchase price) and Article 546(Special provisions
regarding excess or deficiency in area of land) must be exercised within
one year. However, the provisions of Article 482 (Extinctive
prescription period for general claim) shall apply to the right to demand
damages described in paragraph (1) and the second sentence of paragraph
(2) of Article 546 (Special provisions regarding excess or deficiency

in area of land).

(2) The period described in the first sentence of paragraph (1) shall
be computed, for the Buyer, from the date that the Buyer knew or should
have known of the existence of the defect or damage; and, for the Seller,
from the execution date of the contract.

548. Special provisions regarding discharge from or limitation on
Conforming Object Warranty Liability

Notwithstanding the Seller and the Buyer agreeing to discharge or limit
the Seller®s Liability for Warranty against Defect arising from the
provisions set fTorth iIn Articles 540 (Liability for Warranty of
Non-defective Object ), the Seller shall not be relieved of liability
in regards to any defect for which the Seller had knowledge and
nevertheless failed to disclose.

549. Obligation to deliver Object
(1) The Seller shall bear the Obligation to deliver the Object to the

Buyer at the time and place provided for in the contract.

(2) Should only the time of payment of the purchase price be provided
for within the contract, such time shall be presumed to apply to the

delivery of the Object.

(3) Should the contract not provide for either a time of delivery or
a time for the payment of the purchase price, the Seller shall bear the
Obligation to deliver the Object immediately upon the Buyer®s demand
for delivery.
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(4) Should the place of delivery not be provided for in the contract,
the Seller shall effect the delivery, in the case of the sale of a
specified Object, at the place where such specified Object were located
at the time of the formation of the contract, and in such other cases,
at the domicile of the Buyer.

(5) Costs arising from delivery shall be borne by the Seller unless
otherwise agreed to by the parties. However, should the delivery costs
increase due to a change of the Buyer®s address, or any act by the Buyer,
the increased costs shall be borne by the Buyer.

550. Manner of Delivery

Delivery of the Object of sale shall be effected through the actual
delivery, summary delivery, assignment of possession by direction, or
assignment of possession by agreement in accordance with the provisions
described in Article 229 (Assignment of possession). The delivery of an
immovable may be executed through the actual delivery of the keys to
the structures comprising or residing on such immovable, or of the

documents evidencing title thereto.

551. Defenses fTor simultaneous performance and insecurity

(1) The Seller may refuse to transfer the right or to deliver the
Object of the sale until the Buyer tenders payment of the purchase price.
This shall not apply should the Buyer®s Obligation have yet to become
due or should it be agreed that the Obligation to transfer the right
or to deliver the Object of sale is to be performed prior to payment
of the purchase price.

(2) Even should the Seller have granted the Buyer a grace period for
the payment of the purchase price, if the Buyer becomes insolvent
following the execution of the contract, or has concealed his/her
insolvency prior to execution of the contract, the Seller may refuse
to transfer the right and/or deliver the Object of sale. This shall not
apply should the Buyer have provided the Seller with security or
otherwise undertaken measures that have extinguished such insecurity.
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552. Obligation to preserve Objects of sale

(1) The Seller of a specified Object shall preserve such Object with
the care of a good manager until it is delivered. The same shall apply
with respect to the Seller of an Object of a specific type after
specification thereof.

(2) Should an Object of sale be destroyed, lost or damaged due to the
Seller®s fTailure to conform to its care Obligation set forth in
paragraph (1), the Seller shall be liable to the Buyer in accordance
with the terms of the contract and the provisions of Section 111, Chapter
Four of Book Four of this Code.

553. Right to acquire fruits

Should an Object of sale produce natural fruits before it is delivered
to the Buyer, such fruits shall belong to the Seller unless otherwise
agreed to between the parties. The same rule shall apply where the
Object produces rents or other legal fruits.

Sub—section II. Obligations of Buyer

554. General Obligations of Buyer
The Buyer is obligated to pay the purchase price to the Seller and to

receive the Object that the Buyer has purchased.

555. Obligation to pay purchase price
(1) The Buyer bears the Obligation to pay the purchase price agreed

upon in the contract at the time and place agreed to in said contract.

(2) Should the sales contract of a movable provide only a time for
the delivery of Object of sale under the contract or the sales contract
of an immovable provide only a time for the acts required for the
registration of said immovable Object of sale under the contract, such
time shall be presumed to apply to the payment of the purchase price.

(3) Should the contract provide for neither a time for delivery of

a movable Object or for acts required to register an immovable Object
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of sale under the contract, nor a time for the payment of the purchase
price, the Buyer shall bear an obligation to pay the purchase price
immediately upon the Seller®s demand for payment.

(4) Should the place for executing payment of the purchase price not
be provided for under the contract, if the purchase price is to be paid
concurrent with the delivery of the Object or acts required to register
the immovable Object of sale under the contract, the Buyer shall pay
the purchase price at the place at which the Seller delivers the movable
Object or completes the acts required for the registration of Object
of sale under the contract for immovable Objects.

556. Damages for delayed payment

Even should the payment of the purchase price be delayed, the Buyer shall
not be required to pay damages for the delayed performance until he/she
receives delivery of the Object of sale.

557. Right to refuse payment when third party claims interest in
Object of sale

(1) Should a third party claim interest in any Object of sale, thereby

resulting in a risk to the Buyer of the loss of all or part of the right

purchased by the Buyer, the Buyer may refuse to pay the purchase price

in proportion to the extent of such risk. This shall not apply should

the Seller have provided the Buyer with adequate security.

(2) In the cases set forth in paragraph (1), the Seller may demand

that the Buyer deposit an amount of the purchase price.

558. Defenses of simultaneous performance and insecurity

(1) The Buyer may refuse to pay the purchase price until the Seller
tenders performance of his/her Obligation. This shall not apply if the
Seller®s Obligation has yet to become due or where it has been agreed
that the Obligation to pay the purchase price shall be fulfilled prior
to the Seller"s performance.

(2) Notwithstanding the Buyer granting the Seller a grace period for
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performance, should there be a significant risk of the Seller"s
non-performance, the Buyer may refuse to pay the purchase price. This
shall not apply where the Seller has provided the Buyer with security
or has otherwise taken actions that have extinguished such insecurity.

559. Delayed Receipt

(1) In the event of a delay in the performance of the Buyer"s
Obligation to receive the Object, the Seller may demand compensation
for damages or terminate the contract in accordance with the provisions
set forth in Sections 11l and 1V, Chapter Four of Book Four.

(2) In the case set forth in paragraph (1), should the Object be
destroyed, lost or damaged due to reasons other than the Seller’s
negligence, the Buyer shall assume the risk of such destruction, loss
or damage.

(3) Should the Buyer refuse to receive delivery of the Object despite
the Seller having tendered delivery thereof, the Seller may deposit the
Object or sell it in accordance with the provisions of Article 457
(Deposit) and Article 458 (Obligor™s right to sell).

Section IV. Termination of Contract by Exercise of Repurchase Right

560. Special agreement for repurchase

(1) The Seller may, based on a special agreement for repurchase that
is clearly provided for in a written contract of sale, terminate the
contract by returning the purchase price paid by the Buyer and the costs

described in Article 563 (Exercise of Repurchase).

561. Period for repurchase

(1) No period for repurchase shall exceed five years with respect to
immovable Objects of sale and two years with respect to movable Objects
of sale. Should a longer period have been fixed, it shall automatically
be reduced to five years with respect to immovable Objects or two years
with respect to movable Objects.
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(2) Once a period has been fixed for repurchase, it cannot

subsequently be extended.

(3) Should no period have been fixed for repurchase, the Seller must
exercise the right of repurchase within the period set forth in

paragraph (1) of this article.

562. Perfection against third parties of special agreements for
repurchase

(1) The Buyer may exercise any and all rights as owner. However, should

such exercise contravene the purpose of the special agreement for

repurchase, the Buyer shall be liable for non-performance.

(2) The special agreement for repurchase shall be effective against
third parties only if registered concurrent with the execution of the

sale contract.

563. Exercise of Repurchase
(1) The Seller shall not repurchase the Object sold unless he/she
tenders the purchase price and all costs incurred in connection with

the contract within the period of repurchase.

(2) Should the Buyer or a subsequent transferee have incurred costs
in connection with the Object, if they are necessary costs, the Seller
shall provide reimbursement for the entire amount thereof, while if they
are merely useful expenditures, the Seller must provide reimbursement
of, at the Seller’s election, either the amount of such expenditures
which the Buyer or the person who bought the Object from the Buyer made,
or the increase in the value of the Object attributable to such
expenditures to the extent that such increase in value continues to

exist.

564. Sale including special agreement for repurchase of jointly owned
Objects
(1) Should joint owners sell all of a jointly owned Object by entering

into a single contract that includes a special agreement for repurchase,
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if one of the joint owners demands repurchase either of only his/her
share or of the entire jointly owned Object, the Buyer need not respond

to such demand.

(2) Should all joint owners sell their respective shares of the
jointly owned Object by entering into separate contracts that include
a special agreement for repurchase, each joint owner may repurchase

his/her respective share separately from the other joint owners.

565. Effect of non-exercise of right of repurchase

Should a Seller not exercise a right of repurchase within the period
fixed in accordance with Article 561 (Period for repurchase), the right
of repurchase shall be extinguished, and the Buyer’s ownership shall

not thereafter be subject to a demand for repurchase.

Chapter 2 EXCHANGE

566. Construal
An exchange shall become effective through the mutual promise by the

parties to transfer any property right other than money.

567. Mutatis mutandis application of provisions relating to sale

Rules relating to sale shall apply mutatis mutandis to exchange.

Chapter 3 GIFT

568. Definition
A gift shall refer to a contract coming into effect upon one party
manifesting the intention to transfer property to another gratuitously,

and the other party accepting such transfer.

569. Transfer of ownership

Transfter of the ownership of an Object pursuant to a contract of gift
shall be subject to the general principles provided in Article 133
(Creation, transfer and alteration of real rights by agreement),
Article 134 (Perfection), Article 135 (Requisites of transfer of title
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by agreement pertaining to an immovable), Article 160 (Acquisition of
ownership over immovables) and Article 187 (Acquisition of ownership

over movables).

570. Gifts not in writing

Even should a promise of gift be made, if not put into writing, either
party to the gifting contract may revoke the contract by withdrawing
his/her manifestation of intent. This provided that the manifestation
of intent shall not be withdrawn in respect to any portion of the gift
for which performance has been completed.

571. Rescission of gift on account of breach of trust
(1) Should the recipient commit a serious breach of trust in relation

to the donor, the donor shall be entitled to rescind the gift.

(2) Rescission of a gift under paragraph (1) in respect to any portion
of the gift for which performance has been completed may be declared
only within a period of 5 years following the occurrence of the serious
breach of trust.

572. Rescission of gifts on account of poverty of donor

(1) Should the donor be reduced to a state of extreme poverty and no
longer able to maintain the living standards of himself, and persons
for whom he/she has Obligation to provide support, following the
declaring of an intent to gift, the donor shall be entitled to rescind
such gift.

(2) Rescission of a gift under paragraph (1) in respect to any portion
of the gift for which performance has been completed may be declared

only within a period of 5 years following said performance.

573. Effect of rescission of gift

In the event of a rescission of gift under Article 571 (Rescission of
gift on account of breach of trust) and Article 572 (Rescission of gifts
on account of poverty of donor), the donor shall be entitled to demand
the return of the gift in accordance with the provisions relating to
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the return of unjust enrichment.

574. Alleviation of warranty liability

The donor shall not bear warranty liability for any defect in or absence
of the Object or right that is the subject matter of the gift. This
provided that it shall not apply if the donor has knowledge of the defect
or absence, and fails to inform the recipient thereof.

575. Periodic gifts
Periodic gifts shall lose their effect upon the death of the donor or
recipient.

576. Encumbered gifts

(1) A gift for which the recipient is obliged to carry out a specified
performance in order to receive the gift shall be referred to as an
encumbered gift.

(2) In the case of an encumbered gift, the donor shall assume the same

warranty liability as a Seller to the extent of the encumbrance.

(3) In the case of an encumbered gift, should one party perform, such

party shall be entitled to demand that the other party perform.

(4) In the absence of specific agreement, one party to a contract of
encumbered gift may withhold his/her performance until the other party

performs.

(5) Should the recipient not execute the encumbrance, the donor of
an encumbered gift shall be entitled to terminate the contract of gift
in accordance with the provisions relating to termination.

577. GiTt on donor’s death

(1) A gift that is to become effective upon the death of the donor

shall be referred to as a Gift upon Donor’s Death.

(2) The provisions relating to testamentary gifts shall apply mutatis
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mutandis to the effect of a Gift upon Donor’s Death.

Chapter 4 LOAN FOR CONSUMPTION

Section 1. Definition and Formation of Loans for Consumption

578. Definition of loan for consumption

A loan for consumption is a contract whereby one party, referred to as
the Lender, assumes an Obligation to entrust the free use of money,
foodstuffs, paddy or other fungible objects for a specified term to
another party, referred to as the Borrower, who assumes the Obligation
to return objects of the same type, quality and quantity as those
received from the Lender upon the expiry of the said term.

579. Formation of contract of loan for consumption
A loan contract for consumption shall be formed through the agreement
of the Lender and the Borrower alone.

580. Revocation of unwritten contract of a loan for consumption
Both parties shall be entitled to revoke at any time a contract of a
loan for consumption without interest that is not in writing. This
provided that it shall not apply to any portion of the object of the
loan that has been delivered by the Lender.

581. Termination for deterioration of Borrower’s creditworthiness
(1) Should, following the formation of a contract of loan for
consumption but prior to delivery of the Object thereof, the economic
situation of the Borrower deteriorate and performance of the Obligation
to return becomes doubtful, the Lender shall be entitled to terminate
the contract.

(2) Should a Lender who has terminated a contract under paragraph (1)
receive interest, commission or other compensation in advance, such

Lender shall return the same to the Borrower.

582. Quasi-loan for consumption
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(1) Should a person who assumes an Obligation to deliver money or other
fungible Object, other than pursuant to a loan for consumption, agrees
with the Obligee to make such Object the subject of a loan for
consumption, a loan for consumption shall be formed thereby.

(2) In cases set forth in paragraph (1), any security right for the
original Obligation shall be presumed to be transferred to the new
Obligation.

Section Il. Loans for Consumption With Interest

583. Claim for interest
(1) Interest shall refer to an amount of money or other Objects
calculated by multiplying a certain percentage by the number of Objects

loaned and delivered to the Borrower as compensation therefor.

(2) In respect to paragraph (1), the Objects loaned and delivered to
the Borrower shall be referred to as the Principal, and the percentage
multiplied by the number of Objects constituting the Principal shall
be referred to as the Interest Rate.

(3) The parties to a loan for consumption contract may by agreement
bring into existence a claim having as its subject the payment of
interest. This shall assume that a claim for interest shall not come
into effect unless it is in writing and bears the signature of the
Borrower.

(4) Should an agreement to bring into existence a claim for interest
not be made in writing, and the Borrower, with awareness of the
applicability of the Sentence 2 of Paragraph (3), voluntarily pays the
interest, the claim shall be valid to the extent of such payment.

584. Legal interest rate® and agreed-on interest rate
(1) The interest rate shall be that provided by law or by agreement

of the parties.

o See Article 315.
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(2) Should the parties have agreed to the payment of interest, or the
payment of interest is required by law, and interest rate has not been
specified by the parties, the interest rate set forth in this Code or
by special law shall apply.

(3) Should the interest rate agreed to by the parties exceed the
interest rate provided by law, it shall have no effect unless the format
of the contract complies with the form provided in paragraph (3) of
Article 583(Claim for interest).

585. Limitations on interest
(1) The maximum interest rate refers to the upper limit for an interest
rate that may be legally agreed to by the parties, as provided by law

or ordinance.

(2) The interest rate agreed to by the parties may exceed the legal
rate provided in paragraph (2) of Article 584 (Legal interest rate and

agreed-on interest rate), but may not exceed the maximum interest rate.

(3) Should the agreement of the parties provide for an interest rate
exceeding the maximum interest rate, such agreement shall be invalid
in respect to the portion of interest that exceeds the maximum interest
rate, and the Borrower shall only be obliged to pay interest calculated
on the basis of the statutory maximum interest rate.

(4) Should interest in excess of the maximum interest rate have
already been paid, such excess portion shall be deemed to have been
allocated towards the repayment of the Principal. If, even after such
allocation of the excess portion to payment of the Principal, there
still remains a surplus with the Lender, this must be returned to the
Borrower together with damages in the form of interest at the legal
interest rate calculated from the date of the payment that led to the
surplus and until the date of the return of the surplus.

(5) In the enforcement of this Article, should there be a difference
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between the amount of Principal stipulated under the contract and the
number or amount of Objects actually delivered by the Lender to the
Borrower, such as in the case of a Lender deducting the amount of
interest that will accrue in the future from the stipulated Principal
in advance and delivering the remainder to the Borrower, the number or
amount of Objects actually delivered shall be taken as the Principal

amount.

(6) In the enforcement of this Article, money and all other Objects
other than Principal received by the Lender in relation to the loan for
consumption contract shall be deemed to be interest, regardless of
whether they are described as inducements, rewards, commissions, survey
fees or otherwise. This provided that it shall not apply to contract
execution fees and expenses of repayment.

586. Time of payment for interest and statutory compound interest
(1) Unless otherwise specifically provided, interest shall be payable
upon the expiration of each year following the delivery of the object.
This assumes that should the object be required to be returned prior
to the expiry of one year from delivery, interest shall be paid at the

time of return.

(2) Should more than one year’s interest be in arrears, and the
Borrower does not pay such interest despite notice from the Lender, the

Lender may compound such interest into the Principal.

Section IIl. Lender’s Obligation to Lend

587. Obligation to lend object
(1) The Lender assumes an Obligation to allow the Borrower to use the

Objects in a manner that does not violate the contract.

(2) From the time of delivery of the object, the Borrower may freely
use, profit from and dispose of the Objects loaned and shall bear any
risk of destruction or loss thereof or damage thereto that is not
attributable to the fault of the Lender.
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588. Lender”s warranty liability for Objects delivered belonging to
another person

(1) In the case of a loan for consumption contract with interest, a
Lender who delivers Objects that are not his/her own property shall be
obliged either to acquire the ownership thereof and transfer it to the
Borrower, or to substitute other Objects owned by the Lender. This
provided that the Borrower shall not be entitled to demand delivery of
substitute Objects after consuming the Objects.

(2) Should the Lender be unable to fulfill the Obligation described
in paragraph (1), the Borrower shall be entitled to terminate the

contract.

(3) In cases set forth in paragraphs (1) or (2), a Borrower who has
accepted delivery of loaned Objects without knowing that the Lender had
no title thereto may demand compensation for damages from the Lender.

(4) In the case of a loan for consumption contract without interest,
the provisions of paragraphs (1), (2) and (3) shall apply mutatis
mutandis 1T the Lender has delivered Objects belonging to another person
with knowledge that he/she had no right to dispose of them and without
disclosing such fact to the Borrower.

(5) Should a Borrower of Objects owned by a person other than the
Lender return the Objects delivered or the value thereof to the owner,
he/she shall be exempted from the Obligation to return such Objects
vis-a-vis the Lender, except where substitute Objects have been
delivered and accepted by the Borrower in accordance with paragraphs

(1) or (4).

589. Right of termination by Lender who has delivered Objects
belonging to another person

A Lender who has unknowingly delivered Objects belonging to another

person and who is unable to transfer the ownership of those Objects or

substitute Objects to the Borrower may terminate the contract. This
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provided that if the Borrower, in good faith, has a claim for
compensation for damages under Article 588(Lender”s warranty liability

for Objects delivered belonging to another person), such termination
shall only be permitted upon such damages having been compensated.

590. Loan for consumption of defective Objects and Lender’s warranty
liability

(1) In the case of a loan for consumption contract with interest,

should there be a hidden defect in any Object delivered by the Lender,

the Borrower who has received the Object without knowing of the defect

may demand replacement with an Object without defect and compensation

for any damages.

(2) In the case of a loan for consumption contract without interest,
a Borrower who has received defective Objects may return the value of
the defective Objects. This provided that should the Lender have known
of the defect but did not advise the Borrower thereof, paragraph (1)

shall apply mutatis mutandis.

Section IV. Borrower’s Obligation to return

591. Borrower’s Obligation to return
(1) The Borrower bears an Obligation to return on the return date
Objects of the same type, quality and quantity as those received via

delivery from the Lender.

(2) The Borrower of a loan for consumption with interest must pay
interest according to the provisions of Article 584 (Legal interest rate
and agreed-on interest rate) through Article 586 (Time of payment for

interest and statutory compound interest).

592. Return in form of value

(1) Should the Borrower become unable to return the Objects loaned
in accordance with Article 591 (Borrower’s Obligation to return), the
Borrower shall be obliged to pay the value of the Objects loaned on the

date of return at the place of return.
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(2) Should, in a case set forth in paragraph (1), the date or place
of return have not been specified, an amount of money equivalent to the
value of the Objects loaned on the date and at the place of the conclusion
of the contract shall be payable.

593. Change in value of currency

Except where provided for through specific agreement, even should the
value of a currency or Object fluctuates prior to the date of return,
the Borrower must return the same number or unit of currency or Object
that were delivered to him.

594. Time of return

(1) Should the parties have stipulated a date of return, the Lender
shall not be permitted to demand the return of the object prior to said
date. This provided that it shall not apply if the Borrower has been
served with a bankruptcy notice or causes the destruction or
diminishment of the security in accordance with Article 331 (Forfeiture
of time benefit).

(2) Should the parties have not stipulated the date of return, the
Lender may give notice of a demand of return within a reasonable period
of time designated by him/herself.

(3) In the case of a loan for consumption contract without interest,

the Borrower may return the object at any time.

(4) In the case of a contact of loan for consumption with interest,
the Borrower may return the object prior to the agreed date of return.
This provided that if damage is thereby caused to the Lender, the
Borrower must compensate for such damage in accordance with Article 330

(Beneficiary of time determination).
595. Place of return

Should there has been no agreement between the parties concerning the
place of return, the Borrower shall return the Object by bringing it
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to the Permanent Residence of the Lender.

Chapter 5 LEASE

Section [. General Provisions

596. Definition of Lease
(1) A Lease shall be a contract whereby one party allows another party

to use and profit from a certain Object in return for compensation.

(2) Objects comprising the subject of a Lease may be movable or

immovable property.

597. Formation of Lease

A Lease shall come into effect upon one party promising to allow the
other party to use and take profit from a certain Object, and the other
party promising to pay rent in exchange.

598. Conditions for perfection of Lease of immovables

(1) A Lease of an immovable may be held against a subsequent acquirer
of any real property right over the immovable by virtue of the fact that
the Lessee has occupied, and continuously used and profited from the
leased immovable.

(2) A Lessee actually occupying a leased property may exercise the
same rights as the owner to demand return of a dispossessed Object, for
the removal of disturbance, for the prevention of disturbance, and/or

against any infringement of the Lease rights.

599. Lease period
(1) A Lease may be entered into with or without stipulated period.

(2) A Lease of an immovable not in writing shall be deemed to be a

Lease without a stipulated period.

(3) A Lease of an immovable for a period of 15 years or more shall
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comply with the provisions set forth in Article 244 (Definition of

perpetual leases).

Section [I. Effect of Lease

600. Rights and Obligations of Lessee to use and profit in accordance
with normal methods

(1) The Lessee shall have the right and Obligation to use and profit

from the leased property in a manner that is consistent with the contract

and the nature of the Object.

(2) Should the Lessee infringe upon the Obligations described in

paragraph (1), the Lessor may terminate the contract.

(3) The Lessor shall not interfere with the use or deriving of profits

by Lessee in a normal manner.

601. Lessee’s Obligation of care as a prudent manager
(1) The Lessee bears the Obligation to manage the leased Object with

the care of a prudent manager.

(2) Should the Lessee violate the Obligation described In paragraph

(1), the Lessor may terminate the contract.

602. Obligation to repair
The Lessor bears the Obligation to carry out repairs required for the
use and profit from the leased Object.

603. Preservative action by lessor
(1) The Lessee shall not obstruct any action by the Lessor that is

required to preserve the Leased Object.

(2) Should the Lessor proposes to take action to preserve the leased
Object against the wishes of the Lessee, and as a result of such action
it becomes impossible for the Lessee to achieve the objectives for which
he/she entered into the Lease, the Lessee may demand a reduction of the
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rental or may terminate the contract.

604. Right of Lessee to demand reimbursement for costs
(1) Should the Lessee incur any necessary costs that should be borne
by the Lessor, the Lessee may immediately demand reimbursement from the

Lessor for such costs.

(2) Should the Lessee pay for improvements or other beneficial outlays,
the Lessee may demand upon the termination of the Lease that the Lessor
reimburse the Lessee for the amount actually disbursed by the Lessee
or the increase in value of the Object, at the discretion of the Lessor,
so long as the increase in value of the Leased Object remains in effect.
However, upon application by the Lessor, the court may grant a

reasonable time for such reimbursement.

605. Lessor’s liability for defects in Leased Object

(1) Should the Lessee not have examined the Leased property as to
whether it is compliant with the conditions mentioned in the written
contract upon accepting delivery of the Object, the Lessee shall not
demand that the Lessor be responsible for the difference between the
conditions stated in the written contract and the actual state of the
leased Object, which could have been easily found.

(2) Should there be a hidden defect in the leased Object of which the
Lessee was unaware, the Lessee may demand the repair of such defect or
the replacement of such Object with a non-defective Object and
compensation for damages.

(3) The Lessor may repair a defect at the Lessor’s own expense as long
as such does not unduly harm the Lessee’s interest. This provided that

it does not bar any claim by the Lessee for damages.
(4) In lieu of making a demand as set forth under paragraph (1), the

Lessee may demand a reduction of the rent commensurate retroactive to
the time that the Lessee received the delivery of the Leased Object.
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(5) Should, as a result of a hidden defect, it be impossible for the
Lessee to achieve the purpose for which he/she entered into the Lease,

the Lessee may terminate the contract.

(6) Any demand for repair, replacement, reduction of rent and/or
termination shall be made no later than one year from the time that the
Lessee became aware or should have become aware of the fact giving rise
to such demand.

606. Right of claim for reduction of rental or termination due to
decrease in income

(1) Should a Lessee who has leased land with the objective of profiting

therefrom receive less profit than the amount of the rental due to force

majeure, he/she may demand that the rent be reduced to the amount of

such profit.

(2) In cases set forth in paragraph (1), should a Lessee receive
profits less than the amount of the rent for two or more consecutive

years due to force majeure, the Lessee may terminate the Lease contract.

607. Right of claim for reduction of rental or termination for partial
loss of Leased property

(1) Should a part of the Leased Object be destroyed or lost for reasons

other than negligence on the part of the Lessee, the Lessee may demand

a reduction in rent proportional to the part that has been destroyed

or lost.

(2) In cases set forth in paragraph (1), should the remaining portion
alone be insufficient to enable the Lessee to achieve the purpose for
which the Lease was entered into, the Lessee may terminate the Lease
contract.

608. Transfter of Lease rights and sub-lease
(1) Except in the case of perpetual Lease, the Lessee shall not be
permitted to transfer his/her Lease right, or to sub-lease the leased

Object, without the permission of the lessor.
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(2) Should, contrary to paragraph (1), the Lessee allow a third party
to use or profit from the leased Object, the Lessee may terminate the

Lease contract.

609. Sub-lease

(1) Should a Lessee lawfully sub-leases the leased Object, the sub
-lessee shall assume the Lease Obligations directly vis-a-vis the
Lessor . An advance payment to the sub-lessor shall not be held as payment
of the sub-lease rents to the Lessor.

(2) The provisions of paragraph (1) shall not prevent the Lessor from

exercising his/her rights against the Lessee.

610. Obligation to pay and time of payment of rents
(1) The Lessee assumes an Obligation to pay rent to the Lessor at the

agreed time.

(2) Should there be no specific provision in the contract concerning
the time of payment of rent, it shall be paid at the end of each month
in the case of movables and buildings, and at the end of each year in
the case of land. This provided that if there is a harvest season the
rent shall be paid without delay upon the close of such season.

611. Lessee’s Obligation to report

Should repairs be required for the leased Object or a third party asserts
any rights over it, the Lessee shall report without delay to the Lessor,
except where the Lessor is already aware of such fact.

Section I1I. Termination of Lease
612. Expiration of term
A Lease for which a term has been provided shall terminate upon the

expiration of such term.

613. Refusal to renewal of immovable Lease
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In the case of the Lease of an immovable Object, the parties shall be
deemed to have agreed to a renewal of the term of such Lease unless a
party has declared his/her intention to refuse to renew no later than
three months prior to the expiration of the term of the Lease, in the
case of a building, and no later than one year prior to the expiration
of the term of the Lease in the case of land. This provided that the
Lease once renewed shall be a Lease without fixed term.

614. Tacit renewal

For a Lease of a movable Object, should the Lessee continue to use or
profit from the leased Object after the expiration of the Lease term,
and moreover, the Lessor is aware of this fact and makes no objection,
the Lease shall be presumed to have been renewed as a Lease without fixed
term and with conditions identical to those of the former Lease except

in relation to the term.

615. Notice of termination of Lease without fixed term

(1) Should no term be fixed for a Lease in the contract, either party
may give notice of termination at any time. IT the notice of termination
does not fix a time of termination of the Lease contract, or the period
from the time of the notice until the time of termination stated therein
is less than the applicable period set forth below, the Lease contract
shall terminate upon the expiration of the applicable period set forth

below:
a. 1 day in the case of movables;
b. 3 months in the case of buildings; and
c. 1 year in the case of land.
(2) In the case of a Lease of land that has a harvest season, the notice

of termination shall be given after the end of the harvest season and

prior to the commencement of the subsequent cultivation.

616. Reservation of right of termination
Even where the parties have fixed a term for the Lease, should one or
both parties have reserved the right to cancel the Lease within such

term, the provisions of Article 615 (Notice of termination of Lease
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without fixed term) shall apply mutatis mutandis.

617. Non-retroactivity of termination
Termination of a Lease shall not be retroactive.

618. Obligation to return Leased Object
(1) Upon termination of a Lease, the Lessee shall restore the leased
Object to its original condition and return it to the Lessor

immediately.

(2) Except for wear and tear arising through normal use, the Lessee
shall be liable for repairs or pay compensation for all damage arising

due to fault on his/her part.

619. Lessee’s right of removal
Upon the termination of the Lease, the Lessee may remove any Object that
has been attached to the leased Object.

620. Successor®s right to terminate after death of Lessee
The Lessee’s successor(s) may terminate the Lease contract should the
successor(s) not wish to continue the Lease.

621. Period for exercise of right to claim damages and/or
reimbursement of expenses

Any claim by the Lessor for damages for losses arising from the Lessee’s

use or profit taking in breach of the purpose of the contract, and any

claim by the Lessee for reimbursement of expenses disbursed by the

Lessee, shall be made no later than one year following the return of

the leased Object to the Lessor.

Section IV. Profit-sharing Lease

622. Definition of profit-sharing Lease
A contract whereby a landowner (Lessor) lends land or livestock to
another person (Lessee) and allows the Lessee to profit therefrom

subject to the sharing of the profits with the Lessor is referred to
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as a Profit-Sharing Lease.

623. Method of sharing profits
Unless otherwise agreed, it shall be deemed that profits shall be shared

equally.

624. Lessee’s right to dispose of profits

The Lessee may only dispose of any profits distributable to
himself/hersel T after completing the distribution of profits that are
due to the Lessor.

Chapter 6 LOAN FOR USE

625. Definition of Loan-for-Use
A Loan-for-Use refers to a contract pursuant to which one party allows

another party to use and profit from a certain Object free of charge.

626. Conditions for formation of loan for use

A Loan-for-Use shall come into effect by virtue of one party receiving
a certain Object from another party, subject to a promise to return it
after using and profiting from it free of charge.

627. Borrower’s Obligations
(1) The Borrower shall manage the Object borrowed with the care of

a good manager.
(2) The Borrower shall use and profit from the Object borrowed in a
manner that is consistent with the contract or the nature of the Object

itself.

(3) The Borrower shall not allow any third party to use or profit from

the borrowed Object without the permission of the Lender.

(4) The Lender may terminate the contract if the Borrower breaches

the provisions of paragraphs (1), (2) or (3).
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628. Allocation of expenses
(1) The Borrower shall bear the normal necessary expenses in relation

to the borrowed Object.

(2) Should the Borrower disburse necessary expenses other than the
normal necessary expenses, such as major repairs, or beneficial
expenses such as for improvements of the Object borrowed, the Borrower
may demand upon the termination of the loan that the Lender reimburse
the Borrower either for the amount actually disbursed by the Borrower
or the increase in value of the Object borrowed, at the discretion of
the Lender, so long as the increase in value of the Object borrowed
remains in effect. This provided that upon application by the Lender,

the court may permit a reasonable time for such reimbursement.

629. Warranty liability of Lender

The Lender assumes no liability for any warranties against any defect
in the Object borrowed or deficiency in the title thereto. Provided that
this shall not apply where the Lender was aware of such defect or

deficiency but failed to disclose such to the Borrower thereof.

630. Termination of Loan-for-Use for expiry of term or completion of
use and taking of profits
(1) A loan for use with a specified term shall terminate upon the

expiration of said term.

(2) Should no term have been specified by the parties, but the purpose
of the Loan-for-Use has been specified, the Loan-for-Use shall
terminate upon the completion of its use and taking of profits in
accordance with such purpose. This provided that if the use and taking
of profits have not been completed on account of neglect by the Borrower,
the loan for use shall terminate upon the expiration of a sufficient
time for such use and taking of profits.

631. Lender’s notice of termination

(1) Should neither the term nor the purpose be specified, the Lender

may give notice of termination of the loan for use at any time.
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(2) Even before the expiration of the term or the completion of use
and taking of profits, should the Lender have urgent and unforeseeable
need for the loaned Object, he/she may give notice of termination for
the loan.

632. Borrower’s notice of termination

Regardless of whether a term has been specified, the Borrower may give
notice of termination for the loan. This provided that should the Lender
be benefiting from such time, the Borrower shall be liable to compensate
the Lender for any damage arising from the notice of termination.

633. Termination of Loan-for-Use upon the death of the Borrower
A loan for use shall terminate upon the death of the Borrower.

634. Obligation to return borrowed Object
(1) Upon termination of the Loan-for-Use, the Borrower shall restore
the borrowed Object to its original state and immediately return it to

the Lender.

(2) Except for wear and tear arising from normal use, the Borrower
shall be liable to repair or pay compensation for all damage arising

due to any cause attributable to the fault of the Borrower.

635. Borrower’s right of removal
Upon termination of the Loan-for-Use, the Borrower may remove any Object
that has been attached to the borrowed Object.

636. Period fTor exercise of right to claim damages and/or
reimbursement of expenses

Claims by the Lender for damages arising from the Borrower’s use or

profit taking in breach of the purpose of the contract, and claims by

the Borrower for reimbursement of expenses disbursed by the Borrower,

shall be made no later than one year following the return of the borrowed

Object to the Lender.
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Chapter 7 MANDATE

637. Definition of mandate

Mandate shall refer to a contract whereby one party, referred to as the
Mandator, grants to another party, referred to as the Mandatary, the
power to administer business on behalf of the Mandator.

638. Principles of gratuitous mandates

(1) A mandate may be for value or gratuitous. If no intention is
manifested that the mandate be for value, it shall be presumed to be
gratuitous. Article 644(Mandatary”s right to demand remuneration)
shall govern remuneration in the event that the mandate is for value.

639. Formalities of contract
A contract of a Mandate shall be formed through the agreement of the
parties alone.

640. Mandatary”s Obligation of care
a. The Mandatary shall assume an Obligation to administer the
mandated business with the care of a good manager complying
with the main purpose of the mandate. This provided that such
shall not prevent the parties from agreeing on a lesser
standard of care for the Mandatary.

b. Should the Mandatary breach the Mandatary’s Obligation of care
under paragraph (1) and thereby inflict damage on the Mandator,
the Mandator may claim compensation for such damages from the
Mandatary. In such a case, should the Mandate be deemed

gratuitous, the court may reduce the amount of compensation.

641. Mandatary’s Obligation to report

A Mandatary shall, if so requested by the Mandator, report the current
status of the administration of the mandated business at any time, and
shall provide a full account without delay upon termination of the

Mandate.
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642. Mandatary”s Obligation to deliver

(1) The Mandatary shall deliver to the Mandator monies and other
Objects that he/she has received in the course of administering the
mandated business. The Mandatary shall also deliver any fruits to the
Mandator .

(2) The Mandatary shall transfer to the Mandator rights that the

Mandatary has acquired in his/her name on behalf of the Mandator.

643. Mandatary”s liability to compensate for money spent

Should the Mandatary have consumed monies for his/her personal benefit
that the Mandatary was to deliver to the Mandator, or any monies that
were to be used for the benefit of the Mandator, the Mandatory shall
pay interest for the period from the day of such consumption. In such
cases, should any damages still remain, the Mandatary shall be liable
to compensate for such damages.

644. Mandatary’s right to demand remuneration
(1) Except as provided by special agreement, the Mandatary shall not

claim remuneration from the Mandator.

(2) Should the Mandatary be due to receive remuneration, the Mandatary
may not claim the same until and unless he/she has performed the mandated
Obligations. This provided that if the remuneration is specified with
reference to a specific period, the Mandatary shall claim the same after
the expiration of such period.

(3) Should a Mandate terminate during its performance due to reasons
not attributable to the Mandatary, the Mandatary may demand
remuneration in proportion to the performance already completed.

645. Advance payment of expenses by Mandator

Should costs be incurred in the administering of the mandated business,
the Mandator must, at the request of the Mandatary, pay in advance for
such costs.
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646. Mandatary”s right to demand reimbursement for expenses

(1) Should the Mandatary have incurred costs deemed necessary for the
administration of the mandated business, the Mandatary may claim
reimbursement for those costs from the Mandator and any interest on such
costs calculated from the day the costs were incurred.

(2) Should the Mandatary have incurred any Obligation found to be
necessary for the administration of the mandated business, the
Mandatary may demand the Mandator to perform the Obligation on
Mandatary’s behalf, or, should the Obligation have yet to come due, to
render reasonable security therefor.

(3) Should the Mandatary suffer any loss due to the administration
of the mandated business without negligence on the part of the Mandatary,
he/she may claim compensation for such loss from the Mandator. This
provided that where such loss to arise from the intentional action or
negligence of a third party, the Mandatary may only claim compensation
from the Mandator to the extent that the Mandatary is unable to receive
compensation from such third party.

647. Termination of mandate
(1) A mandate may be terminated by either party at any time.

(2) Should a party terminate a mandate at a time that is detrimental
to the other party, the terminating party shall compensate for the
damages suffered by the other party. This provided that it shall not
apply where there are unavoidable grounds for such termination.

648. Non-retroactivity of termination

Should a mandate be terminated, such termination shall not be
retroactive. This provided that it shall not preclude a claim for
damages where a party has been negligent.

649. Grounds of termination of mandate

(1) In addition to termination pursuant to Article 647 (Termination

of mandate), a mandate shall terminate based on the following grounds:
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a. Death of the Mandator or Mandatary;

b. Declaration of bankruptcy of Mandator or Mandatary;

c. Commencement of a general guardianship or curatorship for the
Mandator;

d. Commencement of a general guardianship or curatorship for the
Mandatary;

e. Dissolution of the Mandator or Mandatary should either be a
jJuristic person;

f. Merger with another entity for the Mandator or Mandatary should
either be a juristic person; or

g- The occurrence of any other grounds agreed to by the parties.

(2) Even should the grounds described in items (a) through (g) of
paragraph (1) exist, the parties may agree that the Mandate will not
terminate. This provided that it shall not apply in the cases of death
or commencement of guardianship of the Mandatary, or dissolution or
merger of the Mandatary should it be a juristic person.

650. Obligations of Mandatary in emergency after termination of
mandate

In cases where a Mandate has been terminated, should there be pressing

circumstances, the Mandatary or his/her heir or legal representative

shall effect any necessary dispositions until such time when the

Mandator or his/her heir or legal representatives is able to take charge

of the mandated business.

651. Conditions for perfection of termination of Mandate
Regardless of whether it relates to the Mandator or to the Mandatary,
no grounds for termination of a Mandate may be asserted against the other
party unless said other party is given notice thereof or is aware
thereof.

Chapter 8 CONTRACTS FOR WORK

652. Definition of contract for work
A Contract for Work shall refer to a contract whereby one party (the
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Contractor) assumes the Obligation to complete the agreed upon work and
the other party (the Principal) assumes the Obligation to pay

remuneration for the results of such work.

653. Time of payment of remuneration

Remuneration shall be paid concurrent with the delivery of the Object
of the work. This provided that if no delivery of an Object is required,
the Contractor may demand the remuneration following the completion of
the work.

654. Obligation to complete work without defect
(1) The Contractor assumes an Obligation vis-a-vis the Principal to

complete the work without defects.

(2) Work shall be deemed to be defective should it not conform to the
nature of work agreed to. Should the nature of the work have not been
agreed to, work shall be deemed to be defective if it is not fit for
the purpose assumed in the contract, and should no specified use be
assumed in the contract, the work shall be deemed to be defective if
it is not fit for normal use.

(3) Work shall be deemed to be defective if the Contractor produces

work that is different from that ordered or deficient in quantity.

655. Demand for subsequent completion

(1) Should the work be defective, the Principal may demand that the
Contractor perform a subsequent completion within a reasonable time
designated by the Principal. In such case, the Contractor, at his/her
option, may either remedy the defect or re-perform said work.

(2) The Contractor may refuse to perform subsequent completion if the
cost thereof is excessive In comparison with the detriment resulting

from the defect.

(3) Should the Contractor redo the work, he/she may demand that the

Principal return the defective work.
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656. Remedy of defect by Principal

(1) After the completion of a reasonable period of time fixed for the
subsequent completion of the work, the Principal may remedy any defect
himself and demand payment of the cost of rectification by the
Contractor.

(2) Should the subsequent completion be unsuccessful, or should
relying on the Contractor in effecting the subsequent completion of the
work be judged to be unduly detrimental to the Principal, the Principal
may remedy the defect him/herself and demand payment for the cost
thereof from the Contractor.

(3) In cases falling under paragraphs (1) or (2), the Principal may

demand that the Contractor pay the cost of remedy in advance.

(4) The provisions of paragraph (1), (2) or (3) shall not apply to
cases where the Contractor has refused to effect subsequent completion
on the basis of paragraph (2) of Article 655 (Demand for subsequent

completion).

657. Principal’s right of termination

(1) The Principal may terminate the contract on the grounds of defect
in the work in accordance with the provisions of Book Four, Chapter Four,
Section 1V (Termination of contract). The same shall apply to cases
where subsequent completion by the Contractor is unsuccessful or where
relying on the Contractor to effect subsequent completion of the work
is judged to be unduly detrimental to the Principal.

(2) The provisions of paragraph (1) shall not apply to buildings or
other structures on land. Should, due to a major defect, the structure
have no usable value to the Principal, the provisions of paragraph (1)
shall apply.

658. Right of Principal to demand reduction in price
(1) Following the completion of a reasonable period of time Fixed for
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subsequent completion of the work, the Principal may demand a reduction
in the remuneration for the work on the grounds of defect in the work
through a declaration of intent to the Contractor. The same shall apply
to cases where subsequent completion by the Contractor has been
unsuccessful or where relying on the Contractor to effect subsequent
completion of the work is judged to be unduly detrimental to the
Principal.

(2) In response to the demand by the Principal described in paragraph
(1), the remuneration for the work shall be reduced according to the
ratio of the value of the defective work to the value of the work without
defect.

659. Principal’s right to demand damages

(1) In lieu of or in addition to exercising his/her rights provided
in Article 655 (Demand for subsequent completion) through Article 658
(Right of Principal to demand reduction in price), a Principal may demand
payment for damages iIn accordance with the provisions of Book Four,
Chapter Four, Section 111 (Damages). This provided that a demand for
damages in lieu of subsequent completion may only be made in cases where,
after the completion of a reasonable time fixed for the subsequent
completion of the work, subsequent completion by the Contractor has been
unsuccessful or where relying on the Contractor to effect the subsequent
completion of the work is judged to be unduly detrimental to the
Principal.

(2) Should the cost of subsequent completion be considered to be
excessive in comparison with the detriment resulting from the defect,
the Principal may not demand as damages under paragraph (1) the amount
of the cost of rectification of the defect.

660. Treatment of cases where the defect is the result of materials
or directions of the Principal
(1) The provisions of Article 655 (Demand for subsequent completion)

through Article 659 (Principal’s right to demand damages) shall not apply
in cases where the defect in the work arose as a result of the nature
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of the materials provided by the Principal or the directions given by
the Principal. This provided that mere wishes expressed by the Principal

shall not be deemed to be directions.

(2) The provisions of paragraph (1) shall not apply should the
Contractor have been aware that the materials or directions were not

appropriate, and did not advise the Principal to such effect.

661. Period for exercise of rights
(1) The rights provided in Article 655 (Demand for subsequent
completion) through Article 658 (Right of Principal to demand reduction

in price) shall be exercised within a period of 1 year.

(2) The period described in paragraph (1) shall be computed beginning
from the time at which the Principal became aware or ought to have become
aware of the defect.

662. Special agreements exempting warranty liability

Even should a special agreement have been made exempting or limiting
any liability provided in Article 655 (Demand for subsequent completion)
through Article 658 (Right of Principal to demand reduction in price),
the Contractor shall not be entitled to any exemption or limitation of
liability in respect to any fact of which he/she was aware but did not

disclose to the Principal.

663. Principal’s right of termination whille work is uncompleted
So long as the Contractor has not completed the work, the Principal may
terminate the contract at any time by paying damages.

Chapter 9 CONTRACT OF EMPLOYMENT

664. Contract of Employment
(1) A Contract of Employment shall be formed through the promising
by one party to perform services under employment, and another party

to pay wages for such services.
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(2) The party who promises to perform services under employment shall

be referred to as the Employee and the counter-party as the Employer.

665. Specification of working conditions

(1) At the time of conclusion of the Contract of Employment, the
Employer shall specify the wages, working hours and other working
conditions for the Employee.

(2) The Employee may terminate the Contract of Employment immediately
should the actual working conditions differ from those specified in

accordance with paragraph (1).

666. Obligation for care relating to safety

When establishing and managing the location, facilities and equipment
to be used for the Employee’s work, the Employer shall be obliged to
safeguard the worker’s life, health, and similar aspects from danger.

667. Personal exclusivity of employment contract
(1) Without permission from the Employee, the Employer shall not

assign his/her rights to a third party.

(2) Without permission from the Employer, the Employee may not procure

a third party to perform services in his/her place.

(3) Should a party breach paragraph (1) or paragraph (2), the Contract

of Employment may be terminated.
668. Application of Labor Law

Employment contracts shall be governed by the provisions of the Labor
Law in addition to those of this Code.

Chapter 10 DEPOSITS

Section 1. General Provisions Relating to Deposits

669. Definition of Deposit Contract
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(1) Deposit Contract shall refer to a contract whereby one party, the
Depositary, accepts an Object into his/her custody for a certain period
of time from another party, the Depositor, and promises to return said
Object to the Depositor upon the termination of the custodial period.

(2) Except should there be a specific agreement, the Depositor assumes
no Obligation to pay remuneration to the Depositary. This provided that
the Depositary may demand reasonable remuneration from the Depositor
even in the absence of specific agreement should the Depositary have
executed the Deposit Contract as its own business or where there is a
provision of law to this effect.

670. Fundamental aspects of Deposit Contracts

(1) A Deposit Contract shall be formed by virtue of the receipt of
the delivery by the Depositary of an Object comprising the Object of
the Deposit Contract in accordance with an agreement.

(2) Should an Object already be in the possession of the Depositary,
the Deposit Contract shall be formed by virtue of the agreement to the
effect that a deposit relationship shall be formed. Should the Object
be in the possession of a third party, the Deposit Contract shall be

formed at the time that possession is assigned via direction.

671. Effectiveness of consensual contract of bailment

Should there be only an agreement between the parties to form a Deposit
Contract in the future, either party may revoke such agreement at any
time up until the delivery of the Object of the Deposit Contract. This
provided that in the case of a promise to form a Deposit Contract for
value, if in breach of such promise the party who is to become the
Depositary causes damage upon the other party by refusing to receive
the delivery of the Object of deposit, he/she shall compensate the other
party for such damage unless he/she has good reason for such refusal.

672. Deposit Contract concluded by non-owner

Even should the Depositor not be the owner of the Object of the deposit,
the Deposit Contract shall be deemed to have been validly formed. In

- 216 -



such case, even if a suit claiming return of the Object is filed by the
owner against the Depositary, the Depositary may return the Object to
the Depositor. This provided that it shall not apply where the owner’s
claim is found to be valid.

673. Depositary’s duties
(1) A Depositary shall be obligated to maintain custody of the

deposited Object with the care of a good manager.

(2) The Depositary shall not use the deposited Object without the

consent of the Depositor.

674. Liability of Depositary

(1) The Depositary shall be liable to pay damages should he/she
destroy, loses or damage the deposited Object. This provided that it
shall not apply if the Depositary proves that such destruction, loss
or damage was not the result of negligence on his/her part.

(2) In the case of a deposit effected at the request of the Depositary,
the Depositary shall not be exempted from liability for the destruction
of, loss of or damage to the Object of deposit unless he/she proves force

majeure.

(3) In the case of hotels, lodging houses, restaurants, bathhouses
or other facilities where guests congregate, the owner of the facility
who accepts deposit of Objects by guests shall not be exempted from
liability for destruction of, loss of or damage to the object of the
Deposit Contract unless he/she proves force majeure.

675. Reduction of liability of gratuitous Depositary

In the case of a gratuitous Deposit Contract, the court may reduce the
liability of the Depositary in damages, taking into account the
financial situation of both the parties and other circumstances
generally.

676. Mitigation of liability where valuables not declared
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The court may reduce the liability of the Depositary in damages should
the Depositor have deposited cash, negotiable instruments or other
valuable items without declaring the type and value thereof to the
Depositary.

677. Duty of personal custody

(1) The Depositary shall not, without the permission of the Depositor,
entrust the custody of the Object of the Deposit Contract to any third
party.

(2) Should the Depositary be permitted to entrust the custody of the
Object of deposit to a third party, the Depositary shall be liable for
the choice of and the supervision of the sub-depositary.

678. Sub-deposit

(1) The provisions of Chapter 10 (Deposit) shall apply mutatis
mutandis to the relationship between the Depositary and the
sub-Depositary.

(2) The sub-Depositary shall have the same rights and Obligations as

the Depositary vis-a-vis the Depositor.

(3) Should the sub-depositary return the Object of the Deposit
Contract to the Depositor, he/she shall be exempted from any Obligation

to return it to the Depositary.

679. Depositary’s notice Obligation

Should a third party asserting rights with respect to the deposited
object have brought a lawsuit against the Depositary, or has effected
an attachment, the Depositary must notify the Depositor of such fact
without delay.

680. Depositor’s demand to return

Even if the parties specify the time for the return of the deposited
Object, the Depositor may demand the return of the Object at any time.
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681. Return by Depositary
(1) Should the parties have not specified the time for the return of

the deposited Object, the Depositary may return the same at any time.

(2) Should the timing of the return be specified, the Depositary shall
not return the deposited Object prior to the due date unless due to

unavoidable circumstances.

682. Components of Obligation to return
(1) The Depositary assumes the Obligation to return to the Depositor

the same identical Object received at the time of the deposit.

(2) Should the Depositary not be liable for the destruction of, loss
of or damage to the Object of deposit, the Depositary shall be obliged
to deliver to the Depositor any iInsurance money or other Objects
received as a subrogated Object that was destroyed, lost or damaged.

683. Treatment of fruits
Should the Depositary receive any fruits or income from the Object of
the deposit, the Depositary shall deliver such to the Depositor.

684. Deposit of money

(1) Should a Depositary accept a deposit of money, the Depositary
shall maintain custody of it in the manner prescribed in the Deposit
Contract. In such a cases, the Depositary shall not bear any Obligation
to pay interest, except if specifically agreed to.

(2) Should the money be able to be kept as a bank deposit, the

provisions of Article 683 (Treatment of fruits) shall apply to interest.

685. Expenses of return of Object

In the case of a gratuitous Deposit Contract, the Depositor shall bear
the cost of return for the Object of Deposit Contract. This provided
that where the Depositary changes the location of the object, the
Depositary shall bear any increase in the cost of return resulting
therefrom.
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686. Obligation of Depositor to reimburse for expenses
(1) The Depositor shall be required to pay any expenses for the keeping
of the Object of the Deposit Contract.

(2) The Depositary may demand that the Depositor compensate him for
any damages suffered on account of the Object of the Deposit Contract

not attributable to negligence on the part of the Depositary.

687. Place of return

In the absence of any specified provision in the Deposit Contract, the
Object of the Deposit Contract shall be returned at the place where it
was to be kept. This provided that should the Depositary have changed
the location of the Object based on reasonable grounds, it may be
returned at its current location.

688. Depositary’s right of retention

The Depositary may retain the Object of the Deposit Contract until such
time as the Depositor pays any expenses and damages prescribed in
paragraphs (1) and (2) of Article 686 (Obligation of Depositor to

reimburse for expenses).

Section I1. Mingling of objects of deposit

689. Mingling of objects of deposit
Should a Depositary have accepted for deposit Objects of the same type
from multiple Depositors and under the contract such Objects were able
to be mingled together without allotment, each Depositor shall have a
right proportionate to the quantity of his/her own Object over the whole
of the Objects kept by the Depositary.

Section III. Deposits for consumption

690. Deposits for consumption
Should there be provision in the Deposit Contract permitting the

Depositary to consume the Object of the Deposit Contract, the Depositary
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assumes an Obligation to return an Object of identical type and quantity

to the Depositor.

691. Mutatis mutandis application of provisions governing Loans for
Consumption

The provisions governing Loans for Consumption shall apply mutatis

mutandis to a Deposit Contract for Consumption under Article 690

(Deposits for consumption). This provided that should no time of return

be provided within the contract, the Depositor may demand return at any

time.

Section IV. Deposit of Object in dispute

692. Definition of Deposit of Object in Dispute

Deposit of an Object in Dispute shall refer to an agreement by a number
of persons to the Deposit Contract with a third party an Object to which
the said parties are disputing the right of possession or ownership
pending the conclusive determination as to the holder of such rights.

693. Parties to Deposit Contract for Object in Dispute

(1) Should an Object for which multiple parties are claiming rights
be in the possession of another party, the disputing parties, with the
consent of the possessor of the Object, may conclude an agreement to
place the Object in the custody of a third party. In such case, the the
Deposit Contract shall come into force at the time of delivery of the
Object i1n dispute by the current possessor to the third party.

(2) In case set forth paragraph (1), the disputing parties may also
conclude a deposit agreement deeming the current possessor as the
Depositary of the Object in dispute.

694. Conditions for validity

A Deposit Contract for an Object in Dispute shall be invalid unless all

parties claiming rights over said object consent thereto.

695. Principle of compensation
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For Deposits of Objects in Dispute, the Depositors shall assume an
Obligation to pay remuneration to the Depositary. Should there be no
agreement by the parties as to remuneration, the Depositary may demand

a reasonable amount of remuneration from the Depositors.

696. Return of Object in dispute
Upon the termination of the dispute, the Depositary shall return the
Object to the party found to be entitled to it.

697. Termination of deposit agreement concerning Object in dispute
The Depositary shall not return the Object in dispute to the Depositors
prior to the resolution of the dispute unless all Depositors agree
thereto.

698. Deposit of object in dispute by court order

Should a dispute over possession or ownership of an Object be pending
before a court, the court may order the Object in dispute to be placed
in the custody of a third party even in the absence of agreement by the
parties.

Chapter 11 PARTNERSHIP

699. Definition of partnership

A Partnership Contract shall refer to a contract for the establishment
of an organization without juristic person status for the purpose of
carrying out a common undertaking with contributions by each party
thereto.

700. Establishment of partnership

(1) A Partnership shall refer to an organization established by
agreement of partners to contribute to and carry out a common
undertaking.

(2) Contributions to be made by each partner may take the form of

services in lieu of property rights.
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(3) Should a partner contributing money be late in his/her payment,
in addition to interest in arrears, he/she shall be liable for any

damages suffered by the partnership as a result of such delay.

(4) Should any acts establishing a partnership by any party among the
parties who agreed to establish the partnership become null and void
or are rescinded under the provisions Section 2 (Defective Declaration
of Intent and the validity of the contract) of Chapter 2 in Book Four,
the partnership shall be deemed to have been established by the
remaining parties. This provided that should, due to the absence of the
withdrawn party, the objective of the partnership be unattainable, the
partnership shall be deemed to not have been established.

701. Joint ownership of partnership property
(1) The contributions of the partners and all other partnership

property shall be jointly owned by all the partners.

(2) No partner shall seek partition of the partnership property prior
to the dissolution of the partnership. This provided that, should all
the partners agree, a partner may seek partition of the partnership
property prior to the dissolution of the partnership.

(3) A partition described in the provisions of paragraph (2) shall
not be set up against a third party who has entered into a transaction

with the partnership prior to the partition.

(4) The partners shall not dispose of their shares in the partnership

property.

702. Method of conducting business

(1) In the absence of any provision in the contract that mandate the
business of the partnership to a particular partner or a third party,
each partner shall have the power to conduct said business. This
provided that the business conduct of the partnership shall be
determined by a majority of the partners.
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(2) Should the conducting of the partnership’s business Be mandated
via contract to more than one partner or a third party, said conducting

shall be determined by a majority of said persons.

(3) Notwithstanding the provisions of paragraphs (1) and (2), any
partner or manager of the business may conduct the ordinary business
of the partnership in his/her own capacity. This provided that it shall
not apply should any other partner or manager object thereto before the
completion of such business.

703. Mutatis mutandis application of provisions governing mandate
The provisions of Article 640 (Mandatary’s Obligation of care) through
Article 646 (Mandatary’s right to demand reimbursement for expenses)
shall apply mutatis mutandis to managing partners of a partnership.

704. Resignation or dismissal of managing partner
(1) A managing partner shall not resign without good reason. Moreover

the managing partner shall not be dismissed without good reason.

(2) The approval of a majority of the other partners shall be obtained

in order to dismiss a managing partner for good reason.

705. Right to inspect status of business and assets
Whether or not a managing partner, all partners shall have the right
to inspect the business and partnership assets.

706. Right to demand dividends, ratio for distribution of profits and
losses
(1) The partners shall periodically calculate the profits and losses

of the business, and may demand a dividend in the event of profit.
(2) Should the partners have not stipulated the ratio of distribution
of profits and losses, it shall be based on the value of each partner’s

contribution.

(3) Should a stipulation have been made as to the distribution ratio
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for either profits or losses alone, such ratio shall be presumed to apply

to both profits and losses.

707. Apportionment of losses among partners vis-a-vis creditor
(1) An Obligation arising from the acts of the partnership is a
joint-Obligation of the partners, but such Obligation shall be
performed initially from the partnership property. Should the
partnership property be insufficient to perform all Obligations, each
partner shall fulfill such Obligation from his/her own property.

(2) Unless otherwise agreed, the proportion of each partner’s

liability shall be decided according to his or her contribution.

708. Prohibition of set-off of partnership’s claim
A debtor of the partnership shall not set off his/her debt against a
claim that the debtor holds against a partner.

709. Voluntary withdrawal

(1) Should no period have been stipulated in the contract for the
duration of the partnership, or should such duration be stipulated to
be the life of a certain partner, any partner may withdraw from the
partnership at any time. This provided that no partner may withdraw at
a time that would be unfavorable to the partnership, except due to

unavoidable circumstances.

(2) Even should a duration have been stipulated for the partnership,

any partner may withdraw due to unavoidable circumstances.

(3) Withdrawal shall be effected via a Declaration of Intent to all

the other partners.

710. Involuntary withdrawal
In addition to the cases set forth in Article 709 (Voluntary withdrawal),
a partner shall withdraw from the partnership upon the occurrence of
any of the following events:

a. Death of the partner;
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b. Bankruptcy;
c. Being served with a declaration of commencement of
guardianship; or

d. Expulsion.

711. Expulsion

Expulsion of a partner may be executed only based on reasonable cause
and with the consent of all other partners. This provided that the
expulsion shall not be set up against the expelled partner until he/she
has been given notice thereof.

712. Return of shares to withdrawing partner
(1) Accounts shall be taken between a withdrawing partner and the
other partners on the basis of the status of the partnership property

at the time of withdrawal.

(2) Regardless of the type of contribution, the share of a withdrawing

partner shall be returned in cash.

(3) With regards to any matter that has yet to be concluded at the
time of withdrawal, the account shall be taken upon the conclusion of

such matter.

(4) An expelled partner’s share shall be returned to him/her together
with interest at the legal interest rate calculated from the date of

notice of expulsion up to the return of the share.

713. Dissolution of partnership
(1) A partnership shall be dissolved upon the occurrence of any of
the following events:
a. The termination, or the impossibility of conclusion, of the
business that was the objective of the partnership;
b. Unanimous agreement of the partners;
c. Reduction of the number of partners to one person; or
d. The expiration of the duration for the partnership as
stipulated in the partnership agreement.
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(2) Should there be unavoidable circumstances, any partner may demand

dissolution of the partnership.

(3) A demand under paragraph (2) shall be effected through a
declaration of intent to all the other partners.

714. Non-retroactivity
The dissolution of a partnership shall not be retroactive.

715. Liquidator(s)

(1) Should a partnership be dissolved, liquidation shall be carried
out by all partners jointly, or by a liquidator(s) appointed by the
partners.

(2) Unless otherwise provided in the partnership contract, the
appointment of a liquidator(s) shall be determined by a majority of the
partners.

716. Conducting of business by Liquidator(s)
Should there be more than one Liquidator, Article 702 (Method of
conducting business) shall apply mutatis mutandis.

717. Resignation or dismissal of liquidator(s)

Should a liquidator(s) have been selected from among the partners by
unanimous agreement of the partners, the provisions of Article 704
(Resignation or dismissal of managing partner) shall apply mutatis
mutandis.

718. Duties and powers of Liquidator(s) and method for distribution
of surplus property

(1) The provisions of Article 71 (Duties and powers of Liquidator(s))

shall apply mutatis mutandis to the duties and powers of the

Liquidator(s).

(2) Surplus property shall be distributed in proportion to the value
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of each partner’s contribution.

Chapter 12 LIFE ANNUITY

719. Definition of Life Annuity Contract

(1) AlLife Annuity Contract shall refer to a contract pursuant to which
one party, the Annuity Debtor, promises to assume an Obligation to
deliver money periodically to another party, the Annuity Creditor, or
to a third party, until the death of the Annuity Debtor, Annuity Creditor
or third party, and in exchange the Annuity Creditor promises to assume
the burden of the Obligation to pay the Principal as consideration
thereto.

(2) A Life Annuity Contract shall be invalid unless in writing.

(3) An Annuity Creditor shall acquire a statutory lien over the
Principal delivered by the other party in exchange for the life annuity.
An Annuity Creditor receiving periodic payments shall be considered to
come under Article 797 (Statutory lien for sale of movables) or Article
802 (Statutory lien for construction work for immovable property) in

accordance with the type of Object.

720. Calculation of life annuity
A life annuity shall be calculated on a daily basis.

721. Non-performance of annuity Obligation

(1) Should the Annuity Debtor neglect to regularly deliver the annuity
or fail to perform any other duties, the counter-party may terminate
the Life Annuity Contract and demand the Principal to return the
counter-party to his/her prior state. This provided that the
counter-party shall return to the Annuity Debtor the sum of periodic
payments made up until the terminatation minus the interest made on the
Principal.

(2) The provisions of paragraph (1) shall not preclude a claim for

damages.
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722. Death attributable to fault of Annuity Debtor

Should the death of a person on whose death the life annuity is to be
terminated occur due to a cause attributable to fault on the part of
the Annuity Debtor, the court, on the application of the Annuity
Creditor or his/her successor, may declare that the life annuity shall
continue to exist for a reasonable period.

723. Testamentary gift of life annuity
The provisions of this Chapter 12 (Life annuity) shall apply mutatis

mutandis to a testamentary gift of a life annuity.

Chapter 13 SETTLEMENT

724. Definition
A Settlement shall be a contract involving mutual promises by parties

to a dispute to terminate such dispute through concessions.

725. Subject matter of settlement
(1) In order to enter into a settlement, the parties must have the

authority to perform the subject of the settlement.

(2) A Settlement purporting to validate legal relations that are
invalid based on a breach of statutory law or public order and good

morals shall be invalid.

726. Penalty clause
A Settlement contract may include provisions for a penalty to be imposed
on a party breaching such contract.

727. Effect of settlement

Should, by virtue of the Settlement, it be admitted that one of the
parties possesses the right in dispute, or that the other party does
not possess such right, and thereafter it is confirmed that in fact that
the first-mentioned party did not possess the right in question or that
the other party did possess such right, said right shall be treated as
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having been transferred to the first-mentioned party, or extinguished,

as the case may be, by virtue of the settlement.

728. Mistake relating to rights and other matters in dispute

Even should one of the parties have entered into a Settlement based on
a mistake as to the ownership of the right or a fact that forms the basis
of the calculation of the matter in dispute, if the parties have executed
the Settlement by making concessions concerning the ownership of the
relevant right or the existence of the fact or the value in question,
the settlement shall not be rescinded on the grounds of a mistake as
to the ownership of the right, the existence of the fact or the value

in question.

Chapter 14 NEGOTIORUM GESTIO

729. Duty of Negotiorum Gestio Manager
(1) Negotiorum Gestio shall refer the management of the business on
behalf of another person despite not having authorization to do so with

the person conducting such management being referred to as the Manager.

(2) The Manager shall take the care of a prudent manager and manage
the business in accordance with the nature of the business, using the
method that best conforms to the interests of that other party (the
Principal).

(3) Should the Manager be aware of or should be aware of the intentions
of the Principal, he/she shall conduct the management in accordance with

such intentions.

730. Urgent Management of Business

Should a Manager engage in Negotiorum Gestio in order to allow a
Principal to escape imminent danger to the Principal’s person,
reputation or property, the Manager shall not be liable to compensate
for damages resulting from such danger unless he/she has acted in bad
faith or with gross negligence.
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731. Manager”s Obligation to give notice
The Manager shall give notice without delay to the Principal of his/her
commencement of management. This shall not apply where the Principal

is already aware of such fact.

732. Manager”s Obligation to continue management

A Manager must continue Negotiorum Gestio until the Principal or his/her
heirs or legal representatives can take on management of such business.
This provided that if it is evident that the continuation of Negotiorum
Gestio 1is contrary to the intentions of the Principal, or is
disadvantageous to the Principal, such management shall be terminated.

733. Application mutatis mutandis of provisions governing mandates
The provisions of Article 641 (Mandatary’s Obligation to report) through
Article 643 (Mandatary”s liability to compensate for money spent) shall
apply mutatis mutandis to Negotiorum Gestio.

734. Manager”s right to demand reimbursement of expenses
(1) Should a manager have incurred necessary or beneficial costs on
behalf of the Principal, the Manager may claim for reimbursement of

those costs from the Principal.

(2) Should the Manager have incurred beneficial Obligations on behalf
of the Principal, the provisions of paragraph (2) of Article 646

(Mandatary’s right to demand reimbursement for expenses) shall apply
mutatis mutandis.

(3) Should the Manager have engaged in Negotiorum Gestio against the
intentions of the Principal, the provisions of paragraphs (1) and (2)
shall apply mutatis mutandis solely to the extent that the Principal
is actually enriched thereby.

735. Manager’s right to demand remuneration

A Manager may demand that the Principal pay the amount of normal
remuneration for the management of the business carried out by the
Manager after the Principal became aware of such Negotiorum Gestio, in
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cases where such management is included in the occupation or business

of the Manager.

Chapter 15 UNJUST ENRICHMENT

736. Requirements concerning and effect of unjust enrichment

(1) A person who has benefited from the property or labor of others
without legal cause and has thereby caused loss to said other parties
shall assume an Obligation to return that benefits to the extent that
the benefits exists.

(2) Should a person receive performance under a contract, if such
contract is or becomes void, the person receiving the performance shall
assume an Obligation to return said benefit from performance to the
person who tendered such performance, in the same manner as under
paragraph (1).

737. Obligation to return benefit received mala fide

(1) Should a person receiving benefit under Article 736 (Requirements
concerning and effect of unjust enrichment) have been aware that there
was no legal cause or that the contract was void, said person shall be
obliged to return any benefit existing at the time he/she became aware
of said fact together with interest thereon.

(2) A person who has received benefit under a contract that has been
invalidated due to intent or negligence of such person shall be obliged
to return such benefit together with interest in the same manner as under
paragraph (1)

(3) The person receiving the benefit under paragraphs (1) or (2) shall
be obliged to compensate for any damages suffered by the person who

incurred the loss.
738. Discharge when there is no Obligation

A person who tenders any Object as performance of an Obligation that
does not exist may demand the return of the Object tendered. This

- 232 -



provided that, where such person was aware at the time of performance
that the Obligation did not exist, he/she may not demand the return of
the Object tendered.

739. Performance before due date

Should an Obligor have tendered anything as performance of an Obligation
that has yet to come due, the Obligor may not demand the return of the
Object tendered. This provided that, if the Obligor tendered any Object
without being aware that the Obligation has yet to come due, the Obligee
must return the benefits gained as a result of receiving performance
prior to the due date.

740. Performance of Obligation of another

(1) Should a party that is not an Obligor have tendered an Object as
performance of an Obligation under the mistaken belief that the
Obligation is his/her own, such party may demand the return of the Object
tendered by such performance. This provided that, should the Obligee,
being unaware of the mistake on the part of the person who tenders the
Object as performance and believing that this constitutes a valid
performance of the Obligation, destroys the documentary evidence of the
existence of the Obligation or wailves security there over, the person
who tenders an Object as performance shall not demand the turn of the
Object tendered by such performance.

(2) The provisions of paragraph (1) shall not preclude the person who
performed such Obligation from exercising his/her right of subrogation
against the Obligor.

741. Performance for illegal cause

Under Chapter 15 (Unjust Enrichment), should a demand by a person who
has suffered loss seek the return of benefits from another and such
demand would be in breach of public order and good morals or any law
regarding public order, such demand shall be prohibited.

Chapter 16 TORTS
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742. Definitions of intent and negligence
For the purposes of this Chapter, an intentional or negligent act is
either of the following types of acts:
a. An act that harms another where the actor has foreseen that
a particular result would occur but accepted the occurrence
of such result; or
b. An act with respect to which: (i) a person having the same
profession or experience as the actor could have foreseen that
a particular result would normally occur from such act, but
failed to foresee the results due to an absence of due care;
and (ii) the actor obligated to prevent the occurrence of such
result but neglected to Ffulfill such duty.

743. Elements of general tort and burden of proof
(1) A person who intentionally or negligently infringes on the rights
or benefits of another in violation of law shall be liable for the

payment of damages occurring as a result.

(2) Paragraph (1) shall apply mutatis mutandis to cases where damages
have occurred due to non-performance of a certain act with respect to

which the actor is obligated to perform such act.

(3) Except as otherwise provided in this Code or in other laws, the
person seeking damages must prove the intent or negligence of the
tortious actor, the causal relationship between the actions of the
tortious actor, the damages that occurred, and the damages suffered by
the injured party.

744. Damages for non-economic harm
The person liable under the provisions of Article 743 (Elements of

general tort and burden of proof) must also pay damages other than
property damage.

745. Lack of competence to assume liability

(1) A minor under the age of 14 shall not be held liable for tortious
acts.
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(2) A person who, due to mental defect or other reason, lacks the
capacity to understand the legal ramifications of their actions when
committing a tortious act shall not be held liable in tort. This shall
not apply where the person®s condition was invited through intent or
negligence.

746. Liability of persons having a duty to supervise

(1) A person who has a legal duty to supervise a minor under the age
of 14 or a person who, due to mental defect, lacks the capacity to
understand the legal ramifications of their actions is liable for
damages caused to others by the actions of the minor or person lacking
capacity.

(2) A person who has a legal duty to supervise a minor 14 years old
or older is jointly liable with the minor for damages caused to others
by the actions of the minor.

(3) A person under a duty of supervision who is liable for damages
pursuant to paragraph (2) may avoid liability by proving that he/she
had fulfilled his/her duty to provide regular and consistent

supervision.

747 . Employer~s liability
(1) A person who uses an Employee to perform work is liable for damages
caused in violation of law to another in the performance of that work

by the Employee through the Employee’s intent or negligence.
(2) A person charged with supervising an Employee in place of the
Employer bears the same liability as the Employer. This shall not apply

where supervision was properly performed.

(3) An Employer or substitute supervisor may demand compensation from

the Employee in proportion to the Employee’s degree of negligence.
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748. Tortious act of juridical person

(1) Should a director or other legal representative of a juristic
person intentionally or negligently causes harm to another in violation
of law in the exercise of such person®s duties, the juristic person shall
be liable for the payment of damages.

(2) A juristic person that pays damages in accordance with paragraph
(1) may demand compensation from the representative who committed the

tortious act.

749. Tortious acts of public official

(1) Should a public official who exercises the public authority
possessed by the national government or a governmental entity
intentionally or negligently harm another in violation of the law in
the course of his/her public duties, the national government or
governmental entity is liable for the payment of damages.

(2) In the case described in paragraph (1), the national government
or governmental entity may demand compensation from the public official
should the official"s act constitute a serious breach of the official’s
duty to avoid a tortious result.

750. Liability of animal possessor
The possessor of an animal is liable for damages for any harm caused
to another by the possessed animal.

751. Product liability

(1) Should an unreasonably dangerous defect exist in a manufactured
movable and harm results to another due to such defect, the manufacturer
of the movable shall be liable for damages. This shall not apply where
the defect could not have been discovered based on the scientific
standards existing at the time of manufacture.

(2) The manufacturer of a movable that contains a defective part or

material shall be liable for the same damages as the manufacturer.
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(3) For the purposes of this Article, the importer of an imported

movable shall be deemed as the manufacturer.

(4) For the purposes of This Article, a person who affixes his/her
name on a movable as a manufacturer or distributor shall be deemed the

manufacturer.

752. Liability for dangerous items

A person who owns or manages an automobile or other transportation
apparatus, an explosive item, a radioactive substance, a toxic chemical,
a toxic organism or any other highly dangerous item shall be liable for
damages for any harm caused to another thereby. This shall not apply
where the harm occurred due to unavoidable circumstances, or where there
was no Failure iIn the person®s management of the dangerous item and the
harm was caused by an act of the injured party or a third party.

753. Liability for structure affixed to land

(1) Should harm result due to a defect in the installation or control
of a structure affixed to or appurtenant to land, the person managing
said structure and the owner of the structure shall be jointly liable
for damages. However, the person managing the structure shall be
exempted from liability 1T he/she proves that he/she exercised proper
control over the structure.

(2) The relative proportions of liability between the person managing
the structure and the owner of the structure shall be determined in
accordance with their relative contributions to the defect in the
installation or control of the structure.

754. Joint tort
(1) Should harm be caused jointly by the acts of several persons, each

actor is jointly liable for the resulting harm.
(2) In the case set forth in paragraph (1), should a joint tortfeasor

prove his/her individual percentage contribution to the damages, such

actor shall be liable only for that percentage of the total damages.
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This shall not apply where it is determined that the actors engaged in

a conspiracy or otherwise colluded in causing the harm.

(3) Should a joint tortfeasor voluntarily pay the entire amount of
damages, the joint tortfeasor may demand indemnification from the other
jointfeasors in accordance with their respective contributions to the
damages.

755. Definitions of justifiable self-defense and emergency escape
(1) An act of justifiable self-defense is a harmful act that is made
against an unlawful harmful conduct and is necessary in order to defend
the physical well-being or the property of oneself or another from such
conduct, and involves a situation in which the harmful conduct and the
act of self-defense are closely related in time and there is no disparity
in the means of self-defense employed and the severity of the harmful
conduct.

(2) An act of emergency escape is an act that causes harm to another
but was necessary in order to defend the physical well being or the
property of oneself or another from a present or impending danger, and
involves a situation in which there is no disparity in the means of

emergency escape and the severity of the danger.

756. Grounds fTor excuse from illegality or responsibility

(1) A tortfeasor shall be excused from responsibility for harm caused
by the tortfeasor where the injured party consented to or assumed the
risk of such harm. This shall not apply where such consent or assumption
of risk contravenes prevalent social standards.

(2) A person who causes harmwhile engaged in justifiable self-defense
or emergency escape shall not be held responsible for harm that results
therefrom. In such case, the person committing the unlawful act that
gives rise to such justifiable self-defense or emergency escape shall
be held responsible for the resulting harm.

(3) A person who commits an act that is deemed reasonable and
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acceptable under prevalent social standards shall not be held

responsible for the harm caused thereby.

757. Principle of monetary damages and exceptions
(1) Damages shall be paid in money in principle.

(2) Should money not provide an appropriate remedy, the injured party

may demand restitution or injunctive relief.

(3) A person who suffers harm to their honor or reputation may demand,
in addition to damages, that the tortfeasor take measures to restore
the iInjured party®"s honor or reputation, such as in the form of a
published apology.

758. Calculation of damages

(1) When calculating the economic loss caused by a tortious act, the
difference between the economic situation that would be presumed to
exist had the tortious act not occurred and the actual economic
situation after the tortious act occurred shall be calculated using
statistics and other materials to the greatest extent possible.

(2) When calculating the mental or emotional distress caused by a
tortious act, damages shall be determined by taking into account such
factors as the degree of culpability of the tortious actor, the type
and degree of harm, and the tortious actor®s conduct after committing
the tortious act.

759. Damages for harm caused by loss or destruction of an Object

Should an Object be destroyed or damaged through a tortious act, the
injured party may seek compensation for the price of the damaged or
destroyed Object, the cost of repair, or other such consequential

remedies.
760. Damages for wrongful death

(1) Should an injured party die as the result of a tortious act, such

injured party shall acquire a right to demand damages for economic harm
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and emotional distress suffered prior to death. As used herein, economic
harm shall include medical expenses which have already been paid or
which the injured party is obligated to pay from the date of the tortious
act until the date of death, as well as other expenditures, income which
the injured party was unable to receive between the date of the tortious
act and the date of death.

(2) Should a person who is obligated by law, custom or contract to
provide support to a dependent dies as the result of a tortious act,
the dependent may demand damages for economic harm suffered as a result
of the injured party"s death. As used herein, economic harm includes
support that the dependent was unable to receive as a result of the
injured party”s death, expenditures made in place of the injured party,
funeral expenses and other such expected financial benefits or

reimbursements.

(3) Should the injured party die as a result of a tortious act, the
injured party"s spouse, relatives within the Tfirst degree of
consanguinity and relatives living in the same household as the injured
party may demand damages for the emotional distress they have suffered
due to the injured party"s death.

761. Damages for bodily harm

Should an injured party suffer bodily harm as a result of a tortious
act, the injured party may demand damages for economic harm and
emotional distress suffered thereby. As used herein, economic harm
includes medical expenses already paid or expected to be paid in the
future, loss of income while receiving medical treatment, future income
that cannot be received due to the residual effects of the injury and
other such matters. As used herein, emotional distress includes
emotional distress suffered while receiving medical treatment, future

emotional distress, and other similar forms of emotional distress.
762. Damages for mental or emotional distress caused by injury to

honor or reputation
Where a person’s honor or reputation is damaged by a tortious act, the
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injured party may seek damages for mental or emotional distress

accompanying the decline in such person’s social standing.

763. Set-off of losses and benefits

Should an injured party receive a gain or benefit from the result of
a tortious act, the amount of such gain or benefit shall be deducted
from the amount of recoverable damages when such damages are calculated.

764. Set-off for contributory negligence

Should the negligence of the injured party or that of a person under
a duty to supervise the injured party have contributed to the occurrence
or aggravation of the iInjury, the court may take the degree of
contribution of such negligence into account when calculating the

amount of recoverable damages.

765. Extinctive prescription

The right to demand damages on account of a tortious act shall be
extinguished by prescription upon the expiration of three years from
the time that the injured party or such party®s legal representative
became aware that he/she is entitled to seek damages against the
tortious actor, or ten years from the time that the tortious act

occurred.

BOOK 6 SECURITY™

Chapter 1 GENERAL PROVISIONS

10 In the translation of this Book, the terms “debt,” “debtor,” and “creditor’

are used in lieu of “Obligation,” “Obligor” and “Obligee’ (the terms used in the
Khmer original). Because it is assumed that cases to which this Book will apply
will typically involve monetary Obligations, it is thought that the use of such
terms will aid in understanding the underlying concepts. However, regardless of
terminology, the provisions of this Book should be understood to apply to both
monetary and non-monetary Obligations.

- 241 -



766. Definition of security provider and Third Party acquirer
(1) A person who creates a real security right over his/her own
property so as to secure the debt of another shall be referred to as

a Security Provider.

(2) A person who receives the assignment of the Object of a real
security right created by a Debtor to secure his/her own debt shall be

referred to as a Third Party Acquirer.”

767. Types of real security rights
(1) The types of real security rights shall be limited to those
established under the Civil Code or through special laws, and no other

type of real security may be created.

(2) The five types of real security rights established under the Civil
Code shall be: (i) rights of retention; (ii) statutory liens; (iii)
pledges; (iv) hypothecs; and (v) security rights by way of transfer of
title.

768. Object of real security rights

An Object or right that cannot be transferred shall not comprise the
Object of a real security right. However, the lack of transferability
of an Object shall not prevent the creation of a right of retention with
regards thereto.

769. Subordinate nature of real security rights
(1) A real security right shall be established in order to secure an
existing debt. A real security right may also be established in order

to secure a debt to be incurred in the future should it be specifiable.

(2) Should a debt not be formed due to the absence of the necessary

elements thereof, a real security shall not be formed as well.
(3) Should a debt be void or rescinded due to a defective declaration

of intent or other reason, the real security right in reference thereto

shall also be void.
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(4) Should a debt be extinguished due to satisfaction, prescription
or other causes, the real security right thereto shall also be

extinguished.

(5) The provisions set forth in paragraphs (1) through (4) shall not
apply to a floating hypothec created to secure multiple debts to be

accrued under a continuing contract.

770. Subordinate nature of real security when a secured claim 1is
assigned to another

(1) Should a claim secured through a real security be assigned, unless
otherwise set forth in the declaration of intent, the real security
shall be assigned to the assignee of the claim. However, should it be
necessary for the holder of the real security right to possess the Object
of the real security right, the assignee of the claim shall be required
to acquire possession thereof.

(2) The provisions of paragraph (1) shall not apply to claims that

are secured through a floating hypothec.

771. Indivisibility of real security right

The effect of a real security right shall extend over the whole of the
Object or right comprising the Object of the security right until the
holder of the real security right has received full satisfaction of the

secured claim.

772. Power to extend the effect of real security

Except for cases referred to in Article 807 (Power to pursue Third Party
acquirers) in relation to statutory liens and Article 894 (Disposition
of Object by creator of the security right) in relation to a right of
security by way of transfer of title, should the Object of a real
security right be transferred to a Third Party, the holder of the real
security right may assert the effect of his/her security right against
such Third Party. This provided that such holder fulfils and complies
with the established requirements for such assertion.
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773. Enforcement of real security right

Should the holder of a real security right not receive satisfaction of
the secured claim, he/she may enforce the real security right in
accordance with procedures established by law.

Chapter 2 RIGHT OF RETENTION

774. Meaning of right of retention

(1) Should a person possessing an Object belonging to another have
a claim arising in regard to such Object, such person may retain the
Object until such claim has been satisfied. However, should the claim
have yet to come due, the right of retention shall not exist.

(2) The provisions of paragraph (1) shall not apply where the

possession commenced as a result of a tortious act.

775. Preferential application of fruits!!

(1) The holder of a right of retention may collect fruits produced
by the Object retained and apply them to satisfy the secured claim in
preference to other creditors.

(2) The fruits referred to in paragraph (1) shall first be applied
towards the payment of interest and the surplus, if any, then shall be

applied towards the principal of the claim.

776. Duty of holder of right of retention to preserve the Object
retained
(1) The holder of a right of retention shall possess the Object

retained with the care of a good manager.

(2) The holder of a right of retention shall not use, lease or give
as security the Object retained without the consent of the Debtor.
However, the holder of a right of retention may use the Object retained
so long as such use is necessary to preserve the Object.

1 See Article 127 for the definition of “fruit.~
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(3) Should the holder of a right of retention violate the provisions
of paragraphs (1) and (2), the Debtor may demand the extinction of the
right of retention.

777 . Right to demand reimbursement of expenditures
(1) Should the holder of a right of retention have defrayed necessary
expenses in regard to the Object retained, he/she may seek reimbursement

for such expenses from the owner of the Object.

(2) Should the holder of a right of retention have defrayed beneficial
expenses in regards to the Object retained, he/she may seek
reimbursement from the owner of the Object for, at the holder’s
discretion, either the amount defrayed or the amount by which the value
of the Object has increased, so long as the increase in value remains
in effect. A court may, upon petition by the owner, grant him reasonable

time for reimbursement.

778 . Extinctive prescription regarding claim
The exercising of a right of retention shall not interrupt or suspend
a period of extinctive prescription with regards to the secured claim.

779. Extinction of right of retention through furnishing of security
The Debtor may demand the extinction of a right of retention upon the
furnishing of adequate security.

780. Extinction of right of retention through loss of possession

(1) A right of retention shall be extinguished through the loss of
possession of the Object retained. This shall not apply to cases where
the Object retained has been leased or pledged with the consent of the
Debtor iIn accordance with the provisions of paragraph (2) of Article
776 (Duty of holder of right of retention to preserve the Object

retained).

(2) Even should the holder of a right of retention lose possession

of the Object retained, if the holder of the right of retention regains
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possession of the Object retained pursuant to the provisions of Article

237 (Right to demand return of Object in possession) possession shall be
deemed to have continued uninterrupted.

Chapter 3 STATUTORY LIENS

Section [. General Provisions

781 . Definition of statutory liens
(1) An Obligee holding a statutory lien has a right to obtain
satisfaction for the claim from the assets subject to statutory lien

in preference to other Obligors.

(2) A statutory lien held by an Obligee over the entire property of

the Obligor shall be referred to as a General Statutory Lien.

(3) A statutory lien held by an Obligee over specific property of the
Obligor shall be referred to as a Special Statutory Lien. In such case,
a statutory lien over a specific movable held by the Obligee shall be
referred to as a Statutory Lien Over a Movable, whereas the statutory
lien over a specific immovable held by the Obligee shall be referred
to as a Statutory Lien Over an Immovable.

782 . Extension of Security Interest to Proceeds of Collateral

(1) Statutory liens may also be exercised against Objects, including
monies that the Obligor is to receive as a result of sale, lease or loss
of, or damage to, the Object of the statutory lien. This provided,
however, that it shall not apply once payment or delivery of the monies
or other Object has been made to the Obligor.

(2) The provisions of the preceding paragraph shall likewise apply
to the consideration for real rights established by the Obligor to the

Object of the statutory lien.

Section Il. General Statutory lien
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783 . Definition of general statutory lien
A person who has a claim that arose through any of the causes listed
below shall have a statutory lien over the entire property of the
Obligor:

a. Expenses for common benefit;

b. Claims held by employees;

c. Funeral expenses; or

d. Supply of daily necessities.

784 . Statutory liens for expenses for common benefit

(1) Statutory liens for expenses for common benefit shall exist with
respect to the expenses for preservation, liquidation or distribution
of the property of the Obligor incurred for the common benefit of all
Obligees.

(2) With respect to expenses that were for the benefit of only a
portion of the Obligees, a statutory lien shall exist solely for

Obligees who received a benefit as a result of such expenses.

785. Statutory lien for claims held by employee

Statutory liens for claims held by an employee shall exist with respect
to any and all claims that the employee possesses under the labor
contract.

786 . Statutory lien for funeral expenses
(1) Statutory liens for funeral expenses shall exist with respect to
expenses incurred for a funeral conducted in accordance with the

deceased Obligor®s status.

(2) The statutory lien under the preceding paragraph shall also exist
with respect to expenses incurred for a funeral conducted in accordance
with the status of a deceased relative to whom the Obligor was bound
to support.

787 . Statutory lien for supply of daily necessities
Statutory liens for the supply of daily necessities shall exist with
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respect to the supply of food, drink and other daily necessities for
subsequent six months required for the household of the Obligor or
his/her relatives who reside with the Obligor, and whom the Obligor is
bound to support and the servants of the same.

Section IIl. Statutory lien Over Movables

788 . Definition of statutory lien over movables
A person bearing a claim that arose from causes listed below shall have
a statutory lien over certain movables of the Obligor:

a. Lease of immovable property;

b. Transportation of passengers or luggage;

c. Preservation of movables;

d. Sale of movables; or

e. Supply of seeds, seedlings, or Tfertilizer and/or breeding

stocks, progeny, or forage of creatures.

789 . Statutory lien for leasing of immovable property

Statutory liens for the leasing of immovable property shall exist with
respect to the movables of the Lessee in connection with Obligations
of the Lessee that arose through the lease relationship, including rent
for said immovable property.

790. Scope of Objects of statutory lien for lease of iImmovable
properties - normal case

(1) The statutory lien of a Lessor of land shall exist with respect

to movables furnished for such land or buildings provided in the use

of such land, movables provided for the use of that land, and fruits

of that land in the possession of the Lessee.

(2) A statutory lien for a Lessor of a building shall exist with

respect to movables furnished to such building by the Lessee.

791. Scope of subject matter of statutory lien for lease of immovable
properties - assignment or sublease

In the cases of assignment of a Lessee’s rights or subleasing, the

statutory lien of the Lessor shall extend to the movables of the assignee
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or sub-lessee. The same shall apply to monies that the assignor or

sub-lessor is to receive.

792 . Scope of statutory lien for lease of immovable properties
Should all of the Lessee®"s property be liquidated, the statutory lien
of the Lessor shall exist only with respect to Obligations, including
rent, for the previous term, current term and following term, and
Obligations to compensate for damages that arose in the previous and
current terms.

793. Scope of statutory lien for lease of immovable properties in
cases of deposit

In cases where a lessor has received a security deposit, he/she shall

have a statutory lien solely in respect to the portion of his/her claim

that will not be satisfied by that security deposit.

794 . Statutory lien for transportation

Statutory liens for transportation shall exist with respect to luggage
in the possession of the transporter in connection with the
transportation charges for passengers or luggage and expenses

incidental thereto.

795. Bona fide acquisition

The provisions of Article 193 (Bona fide acquisition of ownership of
movables) regarding bona fide acquisition shall apply mutatis mutandis
to statutory liens as set forth in Article 789 (Statutory lien for leasing
of immovable property) through Article 794 (Statutory lien for
transportation).

796 . Statutory lien for preservation of movables
(1) Statutory liens for the preservation of movables shall exist with
respect to movables in connection with expenses required for the

preservation thereof.

(2) The statutory lien under the preceding paragraph shall also exist

in relation to expenses required for the preservation, securing or
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execution of rights regarding such immovables.

797 . Statutory lien for sale of movables
Statutory liens for sale of movables shall exist with respect to
movables In connection with the price of those movables and interest

on the same.

798 . Statutory lien for supply of seeds, seedlings or fertilizer,
and/or breeding stocks, progeny or forage of animals

(1) Statutory liens for the supplying of seeds, seedlings or

fertilizer shall exist, iIn relation to the price thereof and the

interest thereon, with respect to the fruits derived from the land on

which they are used for a period of one year from the time of their use.

(2) Statutory liens for the supply of breeding stocks, progeny or
forage for animals shall exist, iIn relation to the price thereof and
the interest thereon, with respect to the animals and fruits derived
from the creature for which they are used for a period of one year from
the time their use.

(3) The statutory lien under the preceding paragraph shall exist, for
the supplying of silkworm eggs or mulberry leaves provided for the
breeding of silkworms, with respect to the Objects produced from the
silkworm eggs or the mulberry leaves.

Section IV. Statutory lien Over Immovables

799 . Statutory lien for immovables
A person who has a claim that arose from the causes listed below shall
have a statutory lien over certain immovable property of the Obligor:
a. The preservation of immovable property;
b. Construction work for immovable property; or
c. The sale of immovable property.

800. Statutory lien fTor preservation of an immovable
(1) Statutory liens for the preservation of immovable property shall
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exist with respect to such immovable property in relation to the

expenses required for the preservation of said immovable property.

(2) The statutory lien under the preceding paragraph shall also exist
in relation to the expenses required for the preservation, ratification

or execution of rights regarding such immovable property.

801. Statutory lien for construction work for immovable property

(1) Statutory liens for construction work for immovable property
shall exist, with respect to such immovable property, in relation to
the expenses for construction work performed by artisans, engineers and

contractors.

(2) The statutory liens under the preceding paragraph exist, in cases
where there is a current increase in the value of the immovable property
resulting from the construction work, with respect to that increased

value.

802 . Statutory lien for sale of an immovable
Statutory liens for the sale of immovable property shall exist with
respect to such immovable property in relation to the price of that
immovable property and interest of the same.

Section V. Order of Priority of Statutory liens

803. Order of priority of general statutory liens
(1) In cases where there is conflict among the general statutory liens,
the order of priority shall follow the order listed for each item of

Article 783 (Definition of general statutory lien).

(2) Should there be a conflict between a general statutory lien and
a special statutory lien, the special statutory lien shall prevail over
the general statutory lien. This provided that statutory liens on
expenses for the common benefit shall have the effect of prevailing over
all Obligees who received the benefit thereof.
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804 . Order of priority of statutory liens over movables
(1) Should there be a conflict among special statutory liens with
respect to the same movable, the order of priority shall follow the order
listed below:
First rank: Statutory liens for lease of immovable properties
or for transportation;
Second rank: Statutory liens for preservation of a movable.
This provided that if there are two or more
preservers, a new preserver shall prevail over
previous preservers; and
Third rank: Statutory liens for sale of a movable or for the
supplying of seeds, seedlings or fertilizer, and
statutory liens for supply of breeding stocks,

progeny or forage of creatures.

(2) Should a person having a statutory lien of the first rank have
been aware, at the time that he/she acquired his/her claim, of the
existence of a person having a statutory lien of the second or third
rank, his/her rank shall be inferior to that of all persons having
statutory lien of the second or third rank. A person having a statutory
lien of the first rank is also inferior to a person who has preserved
the Object for the benefit of statutory lien holder.

(3) First ranking regarding fruits shall belong to the supplier of
seeds, seedlings or fertilizer, while the second rank shall belong to

the Lessor of the land.

805. Order of priority statutory liens over immovable properties

(1) Should there be a conflict among special statutory liens with
respect to the same immovable properties, their order of priority shall
follow the order of the items of Article 799 (Statutory lien for

immovables).
(2) Should successive sales be made with respect to the same immovable

Object, the order of priority for the statutory liens among the sellers

shall follow the chronological order of the sales.
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806 . Statutory liens with same priority
Should there be two or more holders of a statutory lien with the same
priority in respect to the same Object, the holders of statutory liens

shall be paid in proportion to the amounts of their claims.

Section VI. Effect of Statutory lien

807 . Power to pursue Third Party acquirers
The holder of a statutory lien shall not exercise the statutory lien
with respect to a movable once the Obligors have delivered such movable

to the Third Party acquirer.

808. Relationship to pledge over movable

Should there be a conflict between a statutory lien and a pledge of a
movable, the Pledgee of said movable shall have the same rights as those
of the holder of a statutory lien of a first rank under Article 804 (Order

of priority of statutory liens over movables).

809. Effect of general statutory lien
(1) Holders of a general statutory lien shall not be paid out of the
immovable properties unless such is first paid out of property other

than immovable properties and any outstanding claims remain.

(2) With respect to immovable property, satisfaction must first be sought

out of Objects that are not subject to specific security rights.'?

(3) Should holders of a statutory lien fail to participate in the
distribution in accordance with the provisions of paragraphs (1) and
(2), such holders shall not exercise their statutory liens against
registered third parties to the extent the holders would have received
claims through such participation.

12 The term “specific security right’ refers to a statutory lien over a

specific immovable, pledge, hypothec or security right by way of transfer of title.
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(4) The provisions of paragraphs (1) through (3) shall not apply
should a distribution be made from the value of an immovable Object,
which is subject to specific security right, prior to that of the value
of movables.

810. Effect of general statutory lien against Third Party

The holder of a general statutory lien may, even should the right not
be registered over an immovable, assert such right against an Obligee
who has no specific security right over the immovable. This right shall
not be asserted against a registered Third Party.

811. Effect of statutory liens for preservation of immovables
against Third Party

(1) The effect of a statutory lien for the preservation of an immovable

shall not be asserted against a Third Party unless such lien is

registered immediately upon the act of preservation being completed.

(2) The amount of increase in the value of the immovable resulting
from the preservation shall be determined by an appraiser appointed by

the court at the time of participation in the distribution.

812. Effect of statutory lien for construction work on immovable
against Third Party

(1) The effect of a statutory lien for construction work on an

immovable shall not be asserted against a Third Party unless the right

is registered immediately upon the construction work having been

completed.

(2) The amount of increase in the value of the immovable resulting
from the construction work performed shall be determined by an appraiser

appointed by the court at the time of participation in the distribution.

813. Relationship between hypothec and statutory Uliens for
preservation of an immovable or construction work on an immovable
A statutory lien registered in accordance with Article 811 (Effect of

statutory liens for preservation of immovables against Third Party) and
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Article 812 (Effect of statutory lien for construction work on immovable

against Third Party) may be exercised in preference to a hypothec.

814. Effect of statutory lien for sale of immovable against Third
Party

The effect of a statutory lien for sale of an immovable shall not be

asserted against a Third Party unless a statement announcing that the

sales price or interest thereon has not been paid is registered

simultaneously with the execution of the sales contract.

815. Mutatis mutandis application of provisions regarding hypothec

In addition to the provisions of this Chapter, the provisions of Article
846 (Scope of effect of hypothec) through Article 848 (Effect of hypothec
over fruits), Article 851 (Order of priority of hypothecs), Article 852
(Scope of claims secured), Article 853 (Compulsory sale of hypothecated
property) and Article 859 (Sub-hypothecation) through Article 863
(Ranking of disposal of hypothec) regarding hypothec shall apply mutatis
mutandis to the effect of statutory liens.

Chapter 4 PLEDGE

Section [. General Provisions

816. Meaning of pledge
A Pledgee shall have the right to possess the Object received from the
Obligors or third parties as security for their claims, and to have their

own claims paid in preference to other Obligees of the Object.

817 . Extension of security interest to the proceeds of the collateral
(1) A pledge may also be exercised against money or other Objects that
the Pledgor is entitled to receive due to the sale or loss of, or damage
to the Object pledged. This shall not be exercised once such money or
other Objects have been paid or delivered to the Pledgor.

(2) The same shall apply to money to be paid for real rights
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established by a Pledgor over the Object pledged.

818. Formation of pledge and requirements of delivery

(1) A pledge shall be created upon the Object to be pledged being
delivered to the Pledgee by the Obligor or a Third Party who provides
the security.

(2) The delivery referred to in Paragraph (1) shall include summary
delivery provided by Paragraph (3) of Article 229 (Assignment of

possession).

819. Prohibition against Pledgor retaining direct possession
A Pledgee shall not allow the Pledgor to reacquire direct possession
of the Object pledged.

820. Scope of secured claim

Pledges shall secure the principal, interest, penalties, expenses for
executing the pledge, expense for preserving the Object pledged and
compensation for damages arising from a failure to perform Obligations
or latent defects in the Object pledged. This provided that it shall
not apply if the act establishing the pledge stipulates otherwise.

821. Retention of Object pledged

A Pledgee may retain the Object pledged until the claims provided for
in Article 820 (Scope of secured claim) have been satisfied. This provided
that the right cannot be asserted against Obligees who have priority

over the Pledgee.

822 . Priority right to receive satisfaction from fruits
(1) A Pledgee may collect fruits begotten from the Object pledged and
appropriate the same to the satisfaction of his/her claim in preference

to other Obligees.
(2) The Ffruits described in paragraph (1) must first be appropriated

to the payment of interest on the claim, and any remainder then must

be appropriated towards the satisfaction of the principal.
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823. Pledgee®s duty to preserve Object pledged
(1) A Pledgee shall possess the Object pledged with the duty of care

of a good manager.

(2) Should a Pledgee violate the provisions of paragraph (1), the
Obligor may demand the extinction of the pledge.

824 . Pledgee®s right to reimbursement
(1) Should a Pledgee have incurred necessary expenses in regards to
the Object pledged, he/she may seek reimbursement for such expenses from

the owner.

(2) Should a Pledgee have incurred beneficial expenses in regards to
the Object pledged, he/she may seek reimbursement from the owner of,
at the Pledgee’s discretion, either the amount incurred or the amount
by which the value of the Object has increased, so long as the increase
in value remains in effect. The court may upon petition by the owner

grant him/her reasonable time for reimbursement.

825. Extinctive prescription of claim
The exercise of a pledge shall not preclude the continuing of extinctive
prescription on the claim.

826 . Sub-pledge
(1) A Pledgee may sub-pledge the pledged Object in order to secure
his/her own debt with the consent of the Pledgor.

(2) A Pledgee may, within the duration of the original pledge,
sub-pledge the pledged Object in his/her own capacity. In such case,
the Pledgee shall be responsible for damages even those due to force
majeure that would not have otherwise occurred had the Object not been
sub-pledged.

(3) Should the Object pledged be sold through compulsory sale and the

price apportioned, the sub-Pledgee may receive full satisfaction of
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his/her claim from and to the extent of the amount to be apportioned
to the Pledgee. However, during the period that the claim of the
sub-Pledgee is yet to be due, the sub-Pledgee may only demand that the
amount to be received be officially deposited.

827 . Prohibition against forfeiture agreement

Unless otherwise provided for in this Code or other law, a Pledgor shall
not, either by an act of creation of a pledge or by a contract made prior
to the due dates for performance, agree that the Pledgee shall acquire
ownership of the Object pledged or dispose of it in a manner other than
that provided for by law.

828. Third Party Pledgors” rights to obtain reimbursement

Should persons who have created pledges to secure the Obligations of
others have performed those Obligations or have lost ownership of the
pledged Object due to the execution of the pledges, they shall have the
right to obtain reimbursement from the Obligors in accordance with the

provisions regarding guarantee Obligations.

Section Il. Pledge Over Movable

829 . Requirements for perfection of pledges
The Pledgee of a movable shall not assert the pledge against a Third

Party unless he/she is In continuous possession of the pledged Object.

830. Loss of possession
The Pledgee of movables may, should the pledged Object be usurped,
recover the Object solely through the bringing of actions for the

recovery of possession.

831. Use of or receipt of benefits from Object pledged by Pledgee
(1) A Pledgee may not use or lease the Object pledged without the
consent of the Obligor. However, the Pledgee may use the Object pledged

so long as such use is necessary to preserve the Object.

(2) Should a Pledgee violate the provisions of paragraph (1), the
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Obligor may demand the extinction of the pledge.

832. Summary enforcement of pledge

(1) Should the claims of Pledgees of movables not be performed, they
may, limited to cases where there are reasonable grounds, demand from
a court immediate appropriation of the Object pledged to the performance
of the claims in accordance with the evaluation of an appraiser. In such
case, the Pledgees of movables must notify the Obligors in advance of
such demand.

(2) In the case referred to in paragraph (1), should the value of the
Object pledged as determined by the appraiser exceed the amount of the
debt, the Pledgee of the movable shall return the excess amount to the
owner of the pledged Object.

833. Order of priority of pledges over movable

Should more than one pledge be created with respect to the same movable,
the order of priority of those pledges shall follow the chronological
order of their creation.

Section I1l. Pledge Over Immovable

834 . Pledgee®s right to use and receive profits

(1) The Pledgee of an immovable may use and receive the profits of
the immovable iIn accordance with its ordinary use.

(2) With respect to the land to which a pledge for an indefinite period
of time has been created to secure the claim, should the Pledgee use
the land for cultivation, if the time for harvest of the crops which
the Pledgee seeded or planted is coming within no later than a year,
the Pledgee may use the land till the time for harvest of said crops
even if the pledge has been extinguished through the performance.
(3) With respect to the land to which a pledge for a definite period
of time has been created to secure a claim, should the Pledgee use the
land for cultivation, if the time for harvest of the crops which the
Pledgee seeded or planted is coming within no later than a year, the
Pledgee may use the land till the time for harvest of the crops, even
though the pledge may have been extinguished by performance before such
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due time. However, the Pledgee must return the land immediately after
receiving the performance even if the time for harvest will be arriving

within one year following the due time for such performance.

835. Management expenses
The Pledgee of an immovable shall pay the expenses for management and
otherwise bear responsibility in relation to the immovable.

836. Interest
The Pledgee of an immovable shall not demand interest on his/her claim.

837 . Validity of special provisions

The provisions of Article 834 (Pledgee”s right to use and receive profits)
through Article 836 (Interest) shall not apply where otherwise provided
for through the act of creation of the pledge.

838. Duration
(1) The duration of a pledge of an immovable shall not exceed five
years. Should the pledge of an immovable be created for a longer period,

such period shall be reduced to five years.

(2) The pledge of an immovable may be renewed. However, the renewal

period shall not exceed five years from the time of renewal.
839. Mutatis mutandis application of provisions regarding hypothec

In addition to the provisions of this Section, the provisions of Chapter
Five (Hypothec) shall apply mutatis mutandis to pledges of immovables.

Section IV. Pledges of Rights

840. Subject of pledges of rights
(1) Pledges may have property rights®® as their Object.

(2) In addition to the provisions of Section 1V, the provisions of

Sections 1, 11 and 111 shall apply mutatis mutandis to the pledges set

13 See the footnote to Article 195 for the explanation of “property right.”
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forth in paragraph (1).

841. Requirements for perfection of pledge over nominative claim
(1) Should a pledge be created over a nominative claim, such pledge
shall not be asserted against third parties, including Third Party
Obligors, unless notice of the creation of the pledge is provided to
such Third Party Obligors or the Third Party Obligors acknowledge the
claim.

(2) The notice or acknowledgement set forth in paragraph (1) may not
be asserted against a Third Party other than the Obligor unless the
notice or acknowledgement has been made using an instrument bearing a
fixed date.

842 . Enforcement of pledge through collection of claim
(1) A Pledgee may directly collect the claim that is the Object of
the pledge.

(2) Should monies be the Object of a pledged claim, the Pledgee may
collect the same to the extent of the portion that corresponds to the

amount of the Pledgee’s own claim.

(3) In the case set forth in paragraph (2), should the due date of
the pledged claim under the preceding paragraph arrive prior to the due
date of the claim of the Pledgee, the Pledgee may have the Third Party
Obligor have the amount to be paid to the Pledgee deposited. In such
cases, the pledge shall exist over the amount so deposited.

(4) Should the Object of the claim not be money, the Pledgee shall

have a pledge over the Object to be received as satisfaction thereof.

Chapter 5 HYPOTHEC

Section 1. Nature of Hypothec

843. Nature of hypothec
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(1) A Hypothec Right Holder shall have the right to receive
performance of his/her claim in preference to other Obligees out of the
immovable properties that the Obligor or a Third Party provided to
secure the Obligation without transferring possession.

(2) A perpetual lease or usufruct may also be made the Object of a
hypothec. The provisions of Chapter Five shall apply mutatis mutandis

in such case.

(3) Should a special law allow a certain type of property other than

immovable property to be the Object of a hypothec, such law shall apply.

Section I1. Creation of Hypothec

844. Creation of hypothec
A hypothec shall be created through an agreement reached between a
Creditor and Debtor and/or Third Party that furnishes immovable

property as security.

845. Asserting hypothec

A Hypothec Right Holder shall not assert the hypothec against a Third
Party who is not the Hypothecator unless the instrument creating the
hypothec is notarized and registered in the land registry.

Section 1II. Effect of Hypothec

846. Scope of effect of hypothec

(1) A hypothec shall extend to all Objects that are attached to and
form part of the land comprising the Object of the hypothec when the
hypothec is created, including buildings residing thereon. The hypothec
shall also extend to Objects that are attached to the land following
the creation of the hypothec.

(2) A cont