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5 Law-making Treaty.Sovereign Immunity.Letter of Credit
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2In April 1986,X,a Chinesee Radio Component Factory signed a contract in Beijing with Y,a US
company for a capaciton production line worth 17 million yuan.The equipment was to have been
delivered before April 30,1987.but it did not arrive even by September that year.The contract set
out a penalty of one percent of the line value as compensation if the equipment was one to nine
weeks overdue.Another agreement was signed by the two parties in Octorber 1987 and stipulated
delivery by the end of December 1987,but it did not specify claims.The equipment finally arrived
in March 1988 i.e. eleven months late.Inspeétion shows that 30 of the 113 imported pieces
equipment were found to be second hand:Some were useless.The defect caused losses of 2.44
million yuan.Supplementary agreement'signed in May required the US company to replace the
defective parts of equipment before the end of October 1988.But to-date,none has arrived.All this
caused X,thefactory in Beijing a total loss of 3.7 million yuan.X then filed a suit against Y in the
people's Court for compensation of all the losses.

Qestions:

1)Sice Y is an absent defendant residing outside the Chinese territory,in view of the principle"the
plaintiff follows the forum of the defendant"incorporated in Chinese procedure law,does the
People's Court have jurisdiction over such a case 7Why?

2)What is the proper law If the contract to be applied the People'Court,as there is no express

choice of law provision in the contract? And why ?
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