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Abstract: There are two contracts in a loan guaranteed by the sales contract. The sales
contract is to provide guarantee for a loan. The Judicial Interpretation of Private Lending by
the Supreme People’s Court holds that the sales contract is invalid but Guiding Case No. 72
“Tang Long Case” proposes the theory of debt conversion and holds that the sales contract is
valid. Tt will be a failure to use the traditional concept of “datio in solutum” or “changing
debt” to interpret. It is not a kind of transferring guarantee but a contractual guarantee which
is valid because it does not breach any mandatory provision. This type of guarantee should
apply to the law of obligation and the guarantee law and must be thought comprehensively.
When excising the claim for transferring ownership the subject matter of the contract should
be evaluated and liquidated. In internal relations the sales contract enjoys no priority and
cannot be against a third party but if it is registered for advance notice the priority of claim
for transferring ownership should be supported. Also the value and debt of the subject matter

should be liquidated and the amount of excess should be returned to the debtor.
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