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Abstract

Abstract

As an international convention, Construction Surety
Bonds/Guarantee is an important credit instrument to
guarantee the performance of a construction contract in many
developed countries. It plays a non-replaceable role in
avoiding risk of credit in the performance of construction
contract. As China enters into WTO, to practice this system
seems more necessary. So the research on it has important
academic and realistic meaning and broad prospects of

application in China.

The paper introduces the basic theory of Construction Surety Bonds
/Guarantee including its concept, the connotation, the used practical modes,
the common kinds of products in Practice, the legal characters, and the
function in domestic practice.

The author also emphasizes the correct understanding of the
meaning of contract guarantee, discusses the reason why other
fashions of bonds are not used in construction contract guarantee,
and points that according to the surety law in China, construction
surety bonds only adopts guarantee mode.

Then, the author discusses the modes and law propriety of

Construction Surety Bonds/Guarantee. With the view of Chinese
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surety law system, the paper mainly analyses the foundation in law
and summarize the legal characters of this system in Chinese surety

law.

It's an international custom to require surety bonds or
guarantees in construction market. However, the practices in
different countries vary considerably and can hardly be
followed as a unified system model. So, it’s very important to

known which mode is the fittest one to the reality in China.

To answer the question above, the paper discusses and contrasts
all different types of bonds/guarantee, the major practical modes
in the market, the penalty levels, and most used surety bonds
products. By which one can understand the surety bonding system

thoroughly and precisely.

But the establishment of China’s own Construction Surety
Bonds/Guarantee is a very hard task. There are too many
obstacles both in the legal system and in the construction
market. The lack of the special law or regulations is the largest
obstacle to carry out the Construction Surety Bonds/Guarantee
in China.

Based on the intensive analysis and summary of several

kinds of modes in practice, integrated with the present
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situation of China, the paper discusses how to gradually set up
and promote the Construction Surety Bonds/Guarantee system
in our country, and points out that the conditional bonds with
high penalty is the best choice for China. It can maintain the
order of construction market, obligate each side to carry out
one’s word and keep the contract, and realize the open, just
and fair environment.

Based upon its current situation in China, the paper points
out that the Bid Bond, the Performance Bond, the Payment
Bond,and the Employer Payment Bond should be developed
preferentially. Also, the paper puts forward some new means
in practice which widen the traditional Construction Surety

Bonds/Guarantee system.

Key Words: Construction surety bonds; Risk management; Legal

analysis
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