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Unsatisfied with the Civil Judgement (2014) Xin Min Er Chu Zi No.13 by the High 

People’s Court of Xinjiang Uyghur Autonomous Region for the lawsuit concerning 

contractual dispute between Xinjiang Lingang Resources Co. Ltd. (henceforth 

referred to as “Lingang Co.”) and Sichuan Jinhe Mining Co. Ltd. (henceforth referred 

to as “Jinhe Co.”), Ligang Co., the appellant, appealed to this court against Jinhe Co., 

the appellee. In accordance with the relevant law, this court established a collegiate 

panel, and tried the case publicly on 8 August 2015. XU Xiangdong, the legal 

representative of Lingang Co., and its attorneys LI Yong and ZHENG Yuejie, as well 

as LIU Bing and DENG Xueqiang, the appointed representative and the attorney of 

Jinhe Co. were present in the hearing. The case has now been concluded. 

 

Through trial, the court of the first instance found that:  

 

On 10 October 2011, Lingang Co., as Party A, signed a Cooperation Agreement on 

Joint Prospecting and Exploration of the Uruke Pb-polymetallic Mine, Taxkorgan 

County, Xinjiang Autonomous Region (henceforth referred to as “Joint Prospecting 

and Exploration Agreement” or “the Agreement”) with Jinhe Co., as Party B, which 

stipulated the following: Upon compensation of CNY 35 million from Party A, Party 

B shall transfer its prospecting and exploration rights on the Uruke Pb-polymetallic of 

Xinjiang Taxkorgan County (henceforth referred to as “mineral rights”) to a project 

company co-established by Party A and Party B in accordance with the consideration 

and other rules and terms stipulated under the Agreement. With Party A agreeing to 



pay in cash and Party B agreeing to contribute its mineral rights, the provisional 

registered capital of the joint project company shall be CNY 10 million, with Party A 

owning 80% of the venture, and Party B owning 20% of the venture. Party A shall 

then fund the prospecting, general exploration and exploration of the mine, and the 

outcome as well as the risks thereof shall be owned and borne by the project 

company. 

 

Prior to the official transfer of mineral rights, Party A shall entrust Party B to hold the 

mineral rights. Should all conditions for the transfer of mineral rights be met, Party B 

shall transfer its mineral rights to the project company. Prior to the official completion 

of the rights transfer, Party B shall be responsible to ensure that its mineral rights are 

effective and legal, including but not limited to actions such as renewal of the 

exploration permit, passing annual inspections and submission of required documents 

to competent government departments. After the Agreement takes effect, Party A 

shall fund the subsequent prospecting, general exploration and exploration of the mine, 

and Party B shall no longer be contributing funds until completion of the mine 

exploration. All outcomes from the exploration funded by Party A shall be owned by 

the project company. According to the Agreement, the fulfillment of Party A’s 

obligation, including compensation to Party B for its transfer of mineral rights and 

funding to the project company for subsequent exploration, and the fulfillment of 

Party B’s obligation, i.e., transfer of mineral rights to the project company, are 

preconditions for each other. Within 15 days after the signature of the Agreement, 

Party A shall make a lump sum payment of CNY 35 million to the account provided 

by Party B as earnest money. Upon completion of rights transfer to the project 

company, the earnest money shall then be officially deemed as compensation from 

Party A to Party B for the price of the mineral rights under the cooperation agreement. 

Both parties agreed to pay respective taxes incurred in connection with the signing 

and execution of the agreement. All expenses incurred by the preparation, signing and 

execution of the Agreement as well as other non-tax expenses and payments 

associated with the mineral rights referred to under the Agreement shall be equally 

shared by both Parties.  

 

Party B guaranteed and promised to Party A the following: It first received its permit 

for reconnaissance rights for the Uruke Pb-polymetallic Mine in Taxkorgan County 

from the Land and Resources Bureau of the Xinjiang Uyghur Autonomous Region on 

30 December 2008. On 26 January 2011, the right was renewed and was upgraded to 

the right for prospecting, ie., the “prospecting right for the Uruke Lead Polymetallic 

Mine in Taxkorgan County, Xinjiang Uyghur Autonomous Region.”, for which the 

Permit for Prospecting was granted, whose registration number was 

T65120081202022682. The permit covered a mining area of 31.28 sq. km. with valid 

period from 26 January 2011 to 26 January 2013. Party B also undertook that the 

ownership of the aforementioned permit for prospecting was clear, complete and 

without dispute, and that there was no mortgage or collateral associated with it. 

Furthermore, Party B undertook that the permit was obtained in accordance with 



relevant laws and regulations, and that it carried with it legal rights and authorization 

afforded at both the national and local levels, and that it did not carry with it any of 

the conditions for withdrawal by the Land and Resources Management Authorities, 

including being located in a glacier protection area, national reserve or scenic area 

that may affect the exploration of the mine.  

 

Party A guaranteed and promised Party B the following: It would accelerate 

prospecting work at the mine after the signing of the Agreement, and that it would 

provide all finances toward the subsequent prospecting, general exploration and 

exploration. All funds needed after the completion of the exploration work shall be 

provided in proportion to the size of share in the venture.  

 

An offending party would be considered to be in breach of the Agreement under any 

of the following situations: Should one party violate any of the clauses of the 

Agreement; should one party breach any statement, guarantee or promise made in the 

Agreement, or should the party make a false, erroneous or misleading statement, 

guarantee or promise in the Agreement; should one party directly or indirectly sell the 

mineral rights to a third party without prior consent from the other party to the 

Agreement. Should one party be in breach of the Agreement, the other party shall 

have the right to request immediate termination of the Agreement，and/or request the 

other side to assume legal liability and provide compensation for all damages, 

including but not limited to litigation and attorneys’ fees. 

 

The Agreement may be terminated or dissolved for any of the following reasons: 

Upon written agreement by both parties on the termination of the Agreement in a 

situation of force majeure; upon mutual agreement by both parties to terminate the 

Agreement; should one party be in breach of the Agreement and affect the ability of 

the other party to achieve its goals under the Agreement, the complying party may 

request dissolution of the Agreement.  

 

In addition, both parties have reached consensus regarding secrecy, notification and 

other issues relating to the Agreement. The Agreement shall come into force upon 

written signature by both parties. 

 

On 25 October 2011, Lingang Co. paid Jinhe Co. in the amount of CNY 35 million 

through bank transfer, for which Jinhe Co. provided receipt. 

 

On 28 April 2012, Lingang Co. signed a Contract for Geological Prospecting Project 

with the Geological Survey Institute of Sichuan Province (henceforth referred to as 

“GSI”), which stipulates the following: Lingang Co. would entrust GSI to conduct a 

geological survey of the Uruke iron polymetallic mining site in Taxkorgan, and 

provide a final written report, original materials, results, photographs and graphics 

and electronic copies to Lingang Co., rights to all of which belong to Lingang Co. The 

reports shall not be shared with a third party. The contract shall be effective from 20 



December 2011 to 30 December 2012, and the total amount of the contract shall be 

CNY 10,960,500. The contract also contains stipulations regarding settlement and 

payment of accounts, technical standards, liability for breach contract, alteration and 

termination of contract as well as dispute settlement mechanisms. The contract was 

carried out as stipulated. 

 

On 1 July 2013, Lingong Co. signed another Contract for Geological Prospecting 

Project with GSI, stipulating the following: Lingang Co. would entrust GSI to 

conduct a geological survey of the Uruke iron polymetallic mining site in Taxkorgan, 

Xinjiang Autonomous Region and provide a final written report, original materials, 

results, photographs and graphics and electronic copies to Lingang Co., rights to all of 

which belong to Lingang Co. The reports shall not be shared with a third party. The 

contract shall be effective from 1 January 2013 to 30 December 2013, and the total 

amount of the contract shall be CNY 10,484,200. The contract also contains 

stipulations regarding settlement and payment of accounts, technical standards, 

liability for breach contract, alteration and termination of contract as well as dispute 

settlement mechanisms.  

 

On 23 July 2013, the Taxkorgan County Jinhe Kunlun Resources Investment Co. Ltd. 

(henceforth referred to as “the project company”) was established.  

 

On 22 November 2013, Lingang Co. submitted to Jinhe Co. a Letter on the 

Dissolution of the Joint Prospecting and Exploration Agreement (henceforth referred 

to as “Letter on Dissolution”). The letter stated the following: Lingang Co. was 

shocked to learn from relevant authorities recently that the site of the Uruke mine 

project was located in the central part of the Xinjiang Taxkorgan Wildlife Nature 

Reserve (henceforth referred to as “XTW Nature Reserve”), a fact which, up to that 

point, Jinhe Co. had not informed Lingang Co. According to Articles 6 and 7 of the 

Joint Prospecting and Exploration Agreement, this constitutes a breach of contract by 

Jinhe Co. By then, Lingang Co. has made the down payment for cooperation of CNY 

35 million in accordance with the Agreement, and has invested around CNY 17 

million for the construction of roads, mining equipment, geological survey, etc. Other 

relevant expenses by Lingang Co. have added up to nearly CNY 10 million. Through 

deliberation, Lingang Co. decided to terminate the cooperation and dissolve the Joint 

Prospecting and Exploration Agreement. Jinhe Co. should assume legal liability in 

accordance with the Agreement. 

 

On 30 December 2013, Jinhe Co. submitted an official Response to Lingang Co.’s 

Letter on Dissolution (henceforth referred to as the “Response”). The Response stated 

the following: Jinhe Co. received the Letter on Dissolution from Lingang Co. 

Through consultation with relevant authorities, Jinhe Co. learned that the XTW 

Nature Reserve had been established well before Jinhe Co. acquired its permit for 

mineral rights for the first time on 26 December 2008. Between 30 December 2008 

and 26 January 2011, the mineral rights passed the annual inspections carried out by 



the Land and Resources Bureau of the Xinjiang Uyghur Autonomous Region, and 

were upgraded to general exploration rights. The mineral rights were again renewed 

on 9 April 2013, which was after the signing of the Joint Prospecting and Exploration 

Agreement and the start of the cooperation between both parties on exploration. It had 

been approximately five years since Jinhe Co. acquired the permit, during which the 

partnership between Lingang Co. and Jinhe Co. had lasted for over two years. During 

this period, no authorities notified Jinhe Co. of the issue of the mining site’s location 

in a nature reserve, and cooperation between the two companies was never affected. 

Hence there was no indication of Jinhe Co.’s knowingly withholding information 

regarding the mine’s location in the XTW Nature Reserve to Lingang Co. 

 

It was because Jinhe Co. was unaware of the aforementioned situation that it signed 

the Joint Prospecting and Exploration Agreement with Lingang Co. with the language 

in Article 6 concerning “statements and guaranties”. Because of information failure 

concerning the existence of the XTW Nature Reserve, and because that the mineral 

rights were acquired and renewed legally by Party B, the two sides both unaware of 

the aforementioned situation when signing the Joint Prospecting and Exploration 

Agreement. Jinhe Co. did not knowingly withhold information about the XTW Nature 

Reserve from Lingang Co., or made an unfavorable guarantee to Lingang Co. 

Moreover, the mining permit was obtained and renewed legally and passed all annual 

inspections. Thus, even if the mine was located in the XTW Nature Reserve, as long 

as both parties followed local rules and regulations, it would not affect the joint 

prospecting and exploration between Jinhe Co. and Lingang Co. In the two years of 

amicable cooperation between the two parties since the signing of the Joint 

Prospecting and Exploration Agreement, Jinhe Co. was committed to ensure the 

mineral rights for Uruke mine were legal and effective in good faith, and in April 

2013 the rights were renewed with approval from relevant authorities. In addition, 

Jinhe Co. paid CNY 2 million for the establishment of the project company as 

promised. The project company was then operational and running smoothly. The 

objective of the Agreement between the two parties was to engage in mining 

development —neither party received any prohibitory notice from government 

authorities, and that therefore, the two sides shall continue the mining exploration in 

friendly cooperation. 

 

On 6 December 2013, the Administration Bureau of Xinjiang Taxkorgan Wildlife 

Nature Reserve (henceforth referred to as “XTW Nature Reserve Bureau”) produced 

documentation confirming the following: The XTW Nature Reserve Bureau mapped 

the location of the mine site according to the information provided by Jinhe Co. from 

Xinjiang Bureau of Surveying, Mapping and Geoinformation, which it found to be 

located within the XTW Nature Reserve. 

 

It was also revealed that Lingang Co. paid CNY 200,000 in attorney fees for this 

litigation. 

 



Jinhe Co. filed a suit at the court of first instance, claiming the following: After 

signing the Joint Prospecting and Exploration Agreement, Lingang Co. claimed that 

the mine site’s location in the XTW Nature Reserve violated Article 6.2.3 of the 

Agreement, which stated that “the mining site shall not be located in a glacier 

protection area, nature reserve or scenic area”, and request dissolution of contract 

accordingly. Jinhe Co. argued that the Agreement was signed in good faith by both 

parties, and the project had already materialized, and that Lingang Co.’s request for 

termination of the Agreement has no grounding. Jinhe Co. therefore requested the 

court to confirm that: 1. Lingang Co.’s dissolution of the Joint Prospecting and 

Exploration Agreement should be nullified; and 2. Jinhe Co. was not obligated to 

return the CNY 35 million to Jinhe Co. because the Agreement was still valid. It also 

requested that Lingang Co. cover all costs related to this litigation. 

 

Lingang Co. responded with the following: Jinhe Co.’s lawsuit had no legal 

grounding, and should be rejected by the court. It maintained that based on the 

explicit stipulation of Articles 6 and 7 of the Joint Prospecting and Exploration 

Agreement, the condition for dissolution of contract had been satisfied and that 

Lingang Co.’s request for dissolution of the Agreement had solid legal grounding. 

Lingang Co. also maintained that because Lingang Co. had already exercised the right 

of dissolution in accordance with the Agreement, Jinhe Co. shall reimburse the CNY 

35 million in full, and that the liable party for litigation fees shall be determined by 

the court in accordance with the law. 

 

Lingang Co. filed a countersuit in the court of the first instance claiming the following: 

After signing the Joint Prospecting and Exploration Agreement, Lingang Co. acted in 

full compliance with the provisions of the Agreement, but Jinhe Co. had not kept, in 

good faith, its commitments and guarantees. In 2013, Lingang Co. received notice that 

the site of mining exploration was located entirely within the XTW Nature Reserve. 

According to Article 7.1.2 of the Agreement, “if either party breaches a promise, 

statement or guarantee, or if the party makes a false, inaccurate or misleading 

statement or guarantee,” the other party, according to Article 7.2, shall have the right 

to terminate the Agreement immediately and/or to require the violating party to pay 

compensation for any economic losses incurred. Jinhe Co. should therefore be 

required to reimburse Lingang Co. for losses incurred. 

 

Lingang Co. requested the court to order Jinhe Co. to: 1. officially terminate the Joint 

Prospecting and Exploration Agreement signed by the two parties; 2. return to 

Lingang Co. the compensation payment for price of the transfer of mining rights in 

the amount of CNY 35 million; 3. compensate Lingang Co. in the amount of CNY 

3,288,150 for prospecting costs, CNY 5,538,600 for the cost of road construction, 

losses in the amount of CNY 1.5 million for road maintenance, as well as project and 

management costs amounting to CNY 5,538,600; 4. compensate interests accrued by 

Lingang Co. in the amount of CNY 10,843,256.77; 5. reimburse Lingang Co. CNY 

429161.32 in attorney fees, and CNY 700,000 as security for litigation fees. In total, 



Jinhe Co. should pay CNY 63,001,425.09 to Lingang Co. as compensation. Lingang 

Co. also maintained that Jinhe Co. should pay all costs associated with litigation.  

 

Following the trial of the first instance, Lingang Co. changed its request for 

compensation of interests from CNY 10,843,256.77 to CNY 9,465,104.15. It also 

removed its claim for reimbursement of CNY 700,000 in security for litigation fees. 

 

Jinhe Co. responded as follows: 1. Dissolution of contract is a private remedy, which 

should be dealt with privately between the two parties. It was not appropriate in 

procedure for Lingang Co. to make this claim for judicial remedy in court. 2. The 

facts and reasons for Lingang Co.’s request for dissolution of the Agreement were 

neither objective nor sufficient. The reasons were as follows: (1) Both parties had 

performed obligations under the Joint Prospecting and Exploration Agreement for 2 

½ years since it took effect, bringing substantial changes to the mine site. It would not 

be reasonable or fair for Lingang Co. to terminate the Agreement at this stage. (2) The 

parties had already established a project company, which had taken over the mine, 

bearing all rights and risks associated with the mine. (3) Lingang Co. had read 

documents related to the mine and done their research prior to signing the Agreement, 

and thus it should have been aware of everything about the situation of the mine 

before signing the Agreement. (4) Jinhe Co.’s mineral rights were legal and valid. The 

mine site was not located in the area of the XTW Nature Reserve that may affect 

exploration and development of the mine and hence did not affect the execution of the 

Agreement. (5) The information had been available to all that the XTW Nature 

Reserve was established well before the signing of the Agreement. Hundreds of 

companies own mining rights and mining exploration rights till today within the XTW 

Nature Reserve, hence there are no policies in place that may affect mining activities 

in the reserve. (6) Jinhe Co. did not seriously breach the Agreement and there existed 

no fundamental breach of the Agreement. The fulfillment of Lingang Co.’s goals of 

the Agreement was not affected and it had no grounding to terminate the Agreement. 

Its request to dissolve the Agreement based on Article 7.2 of the Agreement was 

incorrect. (7) Lingang Co.’s intention to dissolve the Agreement was motivated by 

factors such as shirking of iron ore market, drop of iron price and etc, which was 

improper and should not be supported by the court. (8) The consistency of the 

Agreement should be upheld given that the Agreement involved in the case was 

effective and legal. (9) Lingang Co. signed the Agreement voluntarily, knowing fully 

its rights and relevant facts that was disclosed to the public and did not take this issue 

to court until 2 ½ years after signature, and thus its claim should not be admissible in 

court as it was no longer within the two-year litigation time limitation in accordance 

with relevant laws. (10) Lingang Co.’s request for dissolution of contract happened 2 

½ years after the Agreement took effect, which had exceeded the time limit for such 

rights to be performed and hence shall not be protected.  

 

The first instance court held that:  

 



The Joint Prospecting and Exploration Agreement between Lingang Co. and Jinhe Co. 

was legal and effective as it was signed with genuine intention and was not against the 

binding and prohibitive regulations prescribed in the Mining Resources Law of the 

People’s Republic of China and other relevant laws. The Agreement had already 

taken effect -- Lingang Co. had paid the CNY 35 million to Jinhe Co., the project 

company had been established, and Lingang Co. had entrusted GSI with geological 

surveys of the mining site. Lingang Co. had not provided any evidence demonstrating 

that their mining activities were affected. Before the lawsuit, the Agreement had been 

executed for 2 ½ years since signature by both parties. 

 

1. Concerning the question of whether the Joint Prospecting and Exploration 

Agreement should be dissolved.  

 

Lingang Co. was, according to the Agreement, required to fund the prospecting, 

general exploration, and exploration on the mine after the Agreement took effect. It 

promised that it would accelerate exploration and prospecting of the mine after the 

signing of the Agreement and it would ensure all subsequent funding for prospecting, 

general exploration, and exploration in place. Jinhe Co. committed that the mine 

would not be located in a glacier protection area, nature reserve, scenic area, or any 

area that may affect mining activity. According to the Agreement, its termination due 

to force majeure shall be effective upon written confirmation by both parties; should 

one party be in serious breach of contract and have resulted in the other party’s failure 

in achieving its goal of the Agreement, the other party shall have the right to dissolve 

the Agreement. According to the evidence provided by the XTW Nature Reserve 

Bureau on 6 December 2013, mining site relating to this case was located in the XTW 

Nature Reserve. Both Jinhe Co. and Lingang Co. confirmed the facts that the mine 

was within the XTW Nature Reserve and that the XTW Nature Reserve had been 

established prior to the signing of the Agreement. In the meantime, information 

concerning the establishment of the XTW Nature Reserve was publicly available 

information disclosed by the competent authority, which both parties could 

voluntarily access. Therefore, both sides could be understood to have had full 

knowledge of the fact that the mine was within the XTW Nature Reserve prior to 

signature of the Agreement. Although the mine was located in the XTW Nature 

Reserve, Lingang Co. did not raise this issue with Jinhe Co. until 2 ½ years of 

execution of the Agreement, and provided no evidence of its prospecting being 

affected by this fact. Neither side made clear what action would constitute “may affect” 

the mining work in Article 6 of the Agreement. Further, according to Article 11 of the 

Agreement, “in a situation of force majeure, the Agreement enters termination upon 

mutual confirmation by both parties; if one party seriously breaches contract and 

affects the ability of the other to achieve its goals under the Agreement, the 

complying party may request dissolution of the Agreement.” Jinhe Co. did not 

commit a serious breach of contract to the extent that the Agreement could not be 

executed. It was hence clear that there were no grounds for dissolution of the 

Agreement in this situation. Therefore, the court of the first instance decided in favor 



of the claim by Jinhe Co. that Lingang Co.’s dissolution of the Agreement was invalid, 

and decided against the counterclaim filed by Lingang Co. in support of the 

dissolution of the Joint Prospecting and Exploration Agreement. 

 

2. Concerning the issue of the CNY 35 million involved in the case.  

 

Jinhe Co. provided confirmation of its receipt of the CNY 35 million from Lingang 

Co. The payment should be understood as compensation for mining rights transfer 

under the Joint Prospecting and Exploration Agreement. Although Article 4 of the 

Agreement stipulates that this was understood to be earnest money, neither records of 

the bank transfer provided by Lingang Co. nor the confirmation of receipt by Jinhe Co. 

indicated that this was earnest money. Furthermore, the second request in Lingang 

Co.’s counterclaim clearly referred to the payment as compensation, not earnest 

money. Thus, the court of the first instance believed that this payment to be 

compensation by Lingang Co. for the transfer of mining rights from Jinhe Co., and 

that the present agreement was not terminated and that therefore Jinhe Co. was not 

legally obligated to return the CNY 35 million to Lingang Co. Jinhe Co.’s claim that 

it need not return the CNY 35 million was included in its claims to the court to 

confirm the invalidity of Lingang Co.’s request of agreement termination, and did not 

need to be additionally furnished. The court therefore provided no further detailed 

discussion of this matter. 

 

3. Concerning Lingang Co.’s claim for CNY 3,288,150 for prospecting costs, CNY 

5,538,600 for road construction costs, CNY 1.5 million for road maintenance costs, 

CNY 5,702,257l for construction and management costs, CNY 9,465,104.15 for 

interest lost, as well as CNY 429161.32 for attorney fees costs.  

 

These claims were based on the validity of dissolution of the Joint Prospecting and 

Exploration Agreement. Because the Agreement was not been terminated, the court of 

the first instance did not award these fees to Lingang Co. 

 

In summary, according to Articles 8 and 60 of the Contract Law of the People’s 

Republic of China, Article 152 of the Civil Procedure Law of the People’s Republic of 

China and Article 2 of the Provisions of the Supreme People’s Court on Evidence in 

Civil Procedure, the first instance court ruled as follows: 1. Lingang Co.’s dissolution 

of the Joint Prospecting and Exploration Agreement was invalid, and Lingang Co. 

and Jinhe Co. shall continue to execute the Joint Prospecting and Exploration 

Agreement signed on 10 October 2011 and; 2. Lingang Co.’s counterclaims were 

overruled. The court processing fees of CNY 100 for the lawsuit, as well as 

processing fees of CNY 356,807.13 for the countersuit, were to be borne by Lingang 

Co. 

 

Unsatisfied with the judgement by the court of the first instance, Lingang Co. 

appealed to this court and claimed that: 1. Jinhe Co. breached the Joint Prospecting 



and Exploration Agreement, and therefore Lingang Co. was not able to achieve its 

goals under the Agreement. Hence, Lingang Co. had the right to dissolve the 

Agreement according to the Contract Law of the People’s Republic of China and the 

Agreement. The first instance court erred in its judgement that Jinhe Co. did not 

commit a breach of contract and did not affect the execution of the Agreement to the 

extent that its purpose cannot be realized. 2. Because Lingang Co. had the right to 

dissolve the Agreement, Jinhe Co. should return the funds paid by Lingang Co. and 

provide compensation for its relevant losses. The first instance court erred in its 

decision not to uphold Lingang Co.’s claims, and the decision shall be corrected.  

 

Lingang Co. requested this court to: 1. reverse the item 1 and 2 of the Judgement Xin 

Min Er Chu Zi No.13 (2014); 2. correct the judgement to uphold the dissolution of the 

Joint Prospecting and Exploration Agreement between two parties; 3. correct the 

judgement to order Jinhe Co. to return the compensation payment of CNY 35 million 

for the transfer of the mining rights; 4. correct the judgement to order Jinhe Co. to 

compensate to Lingang Co. CNY 3,288,150 for prospecting costs, CNY 5,538,600 for 

road construction costs, CNY 1.5 million for road maintenance costs, as well as CNY 

5,702,257 for construction and management costs; 5. correct the judgement to order 

Jinhe Co. to pay for the compensation for interests loss of Lingang Co. (the interests 

loss for the CNY 35 million payment shall be calculated in accordance with the 

interest rates of the same type of bank over the same period, dating from the actual 

payment receipt date of Jinhe Co. till the date when the compensation payment is 

returned; as for other items of compensation, the interests loss shall be calculated over 

the period dating from the date when Lingang Co. proposed to dissolve the 

Agreement till the compensation is made); 6. correct the judgement to order Jinhe Co. 

to reimburse Lingang Co. in the amount of CNY 200,000 for attorney fees in the first 

instance case; 7. correct the judgement to order Jinhe Co. to reimburse Lingang Co. in 

the amount of CNY 500,00 for attorney fees in the second instance case; 8. order 

Jinhe Co. to bear all litigation costs incurred by the trials of the first and the second 

instance. 

 

Jinhe Co. responded as follows: 1. Jinhe Co. was not at fault, had not made a serious 

breach of the Agreement, and had not caused an adverse impact on the realization of 

the goal of the Joint Prospecting and Exploration Agreement. Lingang Co. had no 

rights for dissolving the Agreement. The judgement in the first instance was 

reasonable, fair and should be upheld. 2. Lingang Co. shall continue to fulfill its 

obligations under the Agreement. Its claims against Jinhe Co. for return of the 

compensation for the transfer of the mining rights and for the so-called losses were 

not legally valid. Therefore, Lingang Co.’s appeal requests should be dismissed. 

 

Lingang Co. provided the following new evidences during the second instance 

proceedings: 1. A plan and a satellite map of the XTW Nature Reserve and the mine 

exploration area, which served to indicate that the mine is located within the XTW 

Nature Reserve. 2. Attorney Contract and the invoice of amount of CNY 500,000 paid 



in lawyers’ fees for this case of the second instance. 3. A CD containing a video and 

the transcript of the interview in the video, demonstrating that the establishment of 

mine development companies in Taxkorgan County has been prohibited since 2012. 

 

Jinhe Co. responded to the new evidences provided by Lingang Co. with the 

following: 1. The coordinates of the mine exploration area provided in the first piece 

of new evidence was different from the location information of the area held by Jinhe 

Co. The actual location of the mine exploration area shall be based on the coordinates 

provided by the mineral right permit and the official website of the Land and 

Resources Bureau of the Xinjiang Uyghur Autonomous Region. 2. The attorney fees 

paid by Lingang Co. constituted unilateral civil action, to which Jinhe Co. was not 

liable for reimbursement. 3. The source of the third piece of new evidence was 

uncertain and it did not meet the criteria of the three principles of admissible evidence, 

being authentic, legal and relevant. Therefore, it was not suitable for the facts to be 

affirmed. 

 

Jinhe Co. provided the following new evidences during the second instance 

proceedings: 1. The Permit for Prospecting Rights for the Uruke Iron Mine in 

Taxkorgan County, Xinjiang Uyghur Autonomous Region (Registration No. 

T65120081202022682), which appeared to prove that mineral rights for the mine had 

been legally renewed and would be valid until 19 May 2017; 2. A Notice Release on 

Task Projects of Survey and Appraisal on Qualified Mining Cites to be Refunded by 

the Central Government for the Costs for Mine Prospecting Right and Mine 

Exploitation Right in 2015 (Phase I) from the Land and Resources Bureau of Xinjiang 

Uyghur Autonomous Region, with the intention to prove that the Central Government 

and the Xinjiang Autonomous Region were continuing to promote investments and 

projects of mine prospecting and development within nature reserves, and that GSI 

was continuing to undertake the tasks of survey and appraisal in the region. 3. A 

zoning plan of the XTW Nature Reserve and the distribution of mining sites within 

the reserve with clarification notes, intending to demonstrate there were hundreds of 

mine prospecting and exploitation sites throughout the XTW Nature Reserve. It also 

alleged that Lingang Co. held other purchased mineral rights in the same area. The 

site involved in this case covered under the Joint Prospecting and Exploration 

Agreement was located in the experimental zone and buffer zone of the XTW Nature 

Reserve, which did not affect cooperation in prospecting and development of the mine. 

4. Several photographs of the site, with the intention to demonstrate the progress in 

road construction and machine operation since the signing of the Agreement, and that 

the Agreement had already been in execution for over two years. 

 

Lingang Co. responded to the new evidences provided by Jinhe Co. with the 

following: 1. Lingang Co. acknowledged the authenticity of the first piece of new 

evidence but questioned its legality and suitability for the facts that it intended to 

affirm, as typically no mine prospecting or development activity is allowed within a 

nature reserve. Lingang Co. also expressed doubts over the appropriateness of the 



competent authority’s issuing of the Permit. 2. Lingang Co. noted it was difficult to 

confirm the authenticity of the second piece of new evidence and questioned its 

relevance to the case and the suitability for the facts that it intended to affirm. It noted 

that the document did not refer to the mineral rights in question in this case, and also 

noted that the refund by central fiscal budget for prospecting and exploitation of 

mining resources did not necessarily imply that the mineral rights were obtained 

legally. 3. The third piece of new evidence was prepared unilaterally by Jinhe Co. and 

there was no way to confirm its authenticity and suitability for the facts that it 

intended to affirm. The location of the mine sites, whether in the experimental zone or 

buffer zone required confirmation from a third party. 4. Lingang Co. expressed doubts 

over the authenticity of the forth piece of new evidence, noting that the first 

photograph was taken prior to the signing of the Agreement, and that the photographs 

reflected the poor working environment on the site were also indicative of the losses 

for which Lingang Co. was seeking compensation. 

 

This court finds as follows regarding the new evidences presented by Lingang Co.: 

The plan and satellite map of the mining sites were produced and presented 

unilaterally by Lingang Co. and were not recognized by Jinhe Co. The court questions 

their credibility and considers them inadmissible. Concerning the second piece of new 

evidence regarding the attorney contract and evidence of attorney fees paid, Jinhe Co. 

has not doubted their authenticity and has not provided any evidence to render them 

inadmissible, thus this court finds the second piece of evidence admissible. Regarding 

the third piece of new evidence, namely the video CD-ROM and the transcript of the 

video, the court calls into question their authenticity and considers them inadmissible. 

 

This court finds as follows regarding the new evidences presented by Jinhe Co.: The 

court considers the first piece of new evidence, namely the Permit of Mine 

Prospecting Rights, admissible given its authenticity was not doubted by Lingang Co. 

Regarding the second piece of new evidence, the court finds the documentation from 

the local land and resources bureau irrelevant and therefore inadmissible. Regarding 

the third piece of new evidence, the court observes that it was produced unilaterally 

by Jinhe Co. and was not recognized by Lingang Co. The court therefore questions 

the authenticity and objectivity of this piece of evidence and therefore considers it 

inadmissible. Finally, regarding the fourth piece of new evidence, the court finds it 

impossible to confirm the authenticity of the photographs, and therefore considers 

them inadmissible. 

 

This court upholds the findings of the first instance court.  

 

This court finds the focal point of the dispute between the two parties in the second 

instance trial to be as follows: 1. Whether the Joint Prospecting and Exploration 

Agreement between Lingang Co. and Jinhe Co. shall be dissolved; and 2. Whether 

Lingang Co.’s claim for Jinhe Co. to return the compensation for the price of the 



transfer of the mineral rights and to compensate for Lingang Co.’s losses incurred by 

its investment is valid. 

 

1. Concerning the issue of whether the Joint Prospecting and Exploration Agreement 

shall be dissolved. 

 

The mineral rights referred to under the Joint Prospecting and Exploration Agreement 

is located in the XTW Nature Reserve, which was established prior to Jinhe Co. 

obtaining mining rights for the site. According to Article 6.2.3 of the Agreement, 

“Party B commits that the mineral rights [referred to in this agreement] are not located 

in a glacier protection area, nature reserve or scenic spot that may have an impact on 

mining activity.” Both parties to the Agreement either knew or should have known 

that mining activity shall not be carried out in a nature reserve. 

 

According to Article 26 of the Regulations of the People’s Republic of China on 

Nature Reserves, “in nature reserves, such activities as felling of trees, grazing, 

hunting, fishing, gathering medicinal herbs, reclaiming, burning, mining, stone 

quarrying and sand dredging, shall be prohibited.” Jinhe Co. maintains that while its 

activities were located within the XTW Nature Reserve, they were in the buffer zone 

and experimental zone and therefore were permissible. According to Article 18 of the 

Regulations of the People’s Republic of China on Nature Reserves, “nature reserves 

may be divided into three parts: the core zone, buffer zone and experimental zone. 

The intact natural ecological systems and the areas where precious rare and vanishing 

wildlife species are concentrated within nature reserves shall be delimited as the core 

zone into which no entities or individuals are allowed to enter. No scientific research 

activities are allowed in this zone except for those approved according to Article 27 of 

these Regulations. Certain amount of area surrounding the core zone may be 

designated as the buffer zone, where only scientific research and observation are 

allowed. The area surrounding the buffer zone may be designated as the experimental 

zone, where activities such as scientific experiment, educational practice, visit, 

tourism and the domestication and breeding of precious, rare and vanishing wildlife 

species may be carried out.” Jinhe Co. maintains that its activities fall into the 

category of the “such activities” referred to in Article 18. 

 

This court finds mining to be one of the activities prohibited in Article 26 of the 

Regulation of the People’s Republic of China on Nature Reserves, and not one of the 

exceptions listed under Article 18. Jinhe Co’s arguments therefore lack legal 

grounding. The Joint Prospecting and Exploration Agreement signed by both parties 

was in violation of the prohibitions under the Regulation of the People’s Republic of 

China on Nature Reserves. Continuation of the mining activities under the Agreement 

would damage the ecology and the environment and harm public interests. Therefore, 

in accordance with paragraph 4 and 5 of Article 52 of the Contract Law of the 

People’s Republic of China, the Joint Prospecting and Exploration Agreement signed 

by the two parties shall be considered void. This court believes that the first instance 



court erred in ruling the Agreement to be valid and requesting both parties to continue 

the execution of the Agreement. It was an erroneous application of the law and shall 

be corrected by this court. Void agreements have no legally binding force and hence 

cannot be dissolved as such. Therefore, this court upholds neither the claim by Jinhe 

Co. that Lingang Co. shall not dissolve the Agreement, nor the counterclaim by 

Lingang Co. that the Agreement shall be dissolved. 

 

2. Concerning the issue of Lingang Co.’s claim for repayment and compensation. 

 

Under Article 58 of the Contract Law of the People’s Republic of China, “the 

property acquired as a result of a contract shall be returned after the contract is 

confirmed to be null and void or has been revoked. Where the property cannot be 

returned or the return is unnecessary, it shall be reimbursed at its estimated price. The 

party at fault shall compensate the other party for losses incurred as a result therefrom. 

If both parties are fault, each party shall respectively be liable.” As the Joint 

Prospecting and Exploration Agreement is confirmed void, Jinhe Co. shall return the 

compensation of CNY 35 million for the price of the transfer of mining rights made 

by Lingang Co. During the execution of the Agreement, Lingang Co. signed a Project 

Contract on Road Construction for the Prospecting Project at the Uruke Mine in 

Taxkorgan, Xinjiang and a Supplemental Agreement with the Kashgar Prefecture 

Road and Bridge Construction Co. Ltd., entrusting the latter with the road 

construction for the project. The road now has been materialized as an asset of the 

mining site, for which Jinhe Co. shall provide compensation. This court believes that 

the receipt in the amount of CNY 2.5 million with a bank stamp serves as sufficient 

proof of payment made by Lingang Co. for the road construction project and therefore 

shall be upheld. 

 

Evidences of other costs borne by Lingang Co., including the amount of CNY 

3,038,600 for road construction, CNY 3,288,150 for prospecting, as well as CNY 

150,000 for road maintenance, were electronic receipts printed by Lingang Co. itself 

and were not confirmed by the bank. Jinhe Co. maintained during the first instance 

trial that [Lingang Co.] could print electronic receipts itself, but that it should have the 

receipts stamped at the bank that had processed the payment transfer, and did not 

acknowledge the authenticity of the receipts. Lingang Co. has provided no further 

evidence of the payment during the second instance trial, thus this court considers the 

authenticity of these receipts uncertain and these claims inadmissible.  

 

The amount of CNY 5,702,257 claimed by Lingang Co. as losses of construction and 

management fees were borne by the project company, which was invested by both 

parties. Lingang Co. shall not claim these losses as solely their own and they shall be 

settled upon liquidation of the project company. 

 

Because Lingang Co. did not carry out a full investigation of the mining site before 

entering into the cooperation with Jinhe Co., it bears fault with making a void 



agreement. This court finds, therefore, that Lingang Co. shall bear the loss of interests 

incurred by its own faults, and thus does not support its claim for CNY 6,653,300 in 

interest losses.  

 

The claim by Lingang Co. for the compensation of attorney fees was evidenced by 

Article 7.2 of the Joint Prospecting and Exploration Agreement, which is now 

confirmed void. Lingang Co. shall therefore bear the cost of its own attorney fees. 

 

The mineral rights remain under Jinhe Co., and therefore no returning of such rights is 

involved. Lingang Co. shall return the rights of management and operation of the 

mine to Jinhe Co. 

 

For any losses borne by Jinhe Co. that were incurred by the invalidity of the Joint 

Prospecting and Exploration Agreement, Jinhe Co. may pursue their rights by filing 

another case.  

 

In summary, the findings of the first instance court were essentially correct, but there 

was a wrong application of the law, which shall be corrected. Under paragraph 1 and 

paragraph 2 of Article 170 of the Civil Procedure Law of the People’s Republic of 

China, this court orders as follows: 

 

1. The civil judgement of the Xin Min Er Chu Zi No.13 (2014) by the People’s High 

Court of the Xinjiang Uyghur Autonomous Region shall be revoked; 

 

2. The Joint Prospecting and Exploration Agreement signed by Lingang Co. And 

Jinhe Co. is void; 

 

3. Jinhe Co. shall return the compensation of CNY 35 million for the price of the 

mining rights to Lingang Co. within 10 days since this judgement takes effect; 

 

4. Jinhe Co. shall compensate Lingang Co. in the amount of CNY 2.5 million for 

losses associated with road construction; 

 

5. This court rejects claims made by the Jinhe Co.; 

 

6. This court rejects other claims made by the Lingang Co. 

 

In accordance with Article 253 of the Civil Procedure Law of the People’s Republic 

of China, if the party against whom enforcement is sought fails to perform any 

obligation of pecuniary payment during the period specified in this judgement, the 

party against whom enforcement is sought shall pay double interests for the debt for 

the period of deferred performance.  

 



Litigation fees incurred in the first instance trial of CNY 100, as well as CNY 

356,807.13 incurred in the countersuit shall be paid in equal amounts of CNY 

178,453.565 respectively by both Jinhe Co. and Lingang Co. Litigation fees incurred 

in the second instance trial of CNY 333,711.54 shall be paid in equal amounts of 

CNY 166,855.77 respectively by both Jinhe Co. and Lingang Co. 

 

This judgement is final  
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