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0000 0Oald The duty of loyalty in forming the contract. The parties should engage in the making of their
contract out of good will. They shall not, under the disguise of forming a contract, viciously conduct negotiations
with the other party in order to cause losses to the other party. For example, they are not to negotiate with the other
party in order to prevent that party from forming a contract with a third party; 00 b[1 The duty of honesty and
non-deception. The parties should truthfully state to each other the defects and qualities of their products and may
not otherwise seek to deceive the other party. The parties should also,at the same time, state to each other certain
important facts, such as their financial sit-uation, their abilities [ or the lack thereofd to perform, and so on. On
the whole, they should be faithful to the facts and should not make any false statements. If they inten-tionally
conceal important facts or provide false information in connection with contract formation, thus causing losses to
the other party, they must be liable for damages; O c[J The duty to keep promises. During their negotiations,
parties should strictly keep their promises. When a par-ty sends out an offer, it should be prepared to be bound by
the offer. After the offer reaches the offeree and the offeree reasonably relies on the offer, if the offeror by can-celing
its offer causes damage to the offeree, the offeror should bear liability for such damage. If the contract is to be
formed by telegram, facsimile or other similar means,and one party demands the signing of a confirmation letter
before the contract is formed,the other party should agree. But where the parties have formed a preliminary
agreement or where one party has made a promise that has caused reasonable reliance by the other party, if the
party who requests the signing of a confirmation letter eventually fails to accept the offer, it should, by implication,
pay for the other party’s reliance damages; [1 dC1 The duty of confidentiality. The contracting parties must not
reveal or improperly use commercial secrets they have learned during the process of contract formation, whether or
not the contract is ac-tually formed or becomes effective. Otherwise, they shall pay damages to the injured party for
its losses resulting therefrom.
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