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Abstract Article 11 of the Trust Law of China stipulates that trusts created for the sole purpose
of litigation or debt collection is invalid. However, this provision is the result of the legal
transplant from the Japanese Trust Law. There is no reason for prohibiting litigation trusts and
debt collection trusts in China. Besides, this article is easy to be evaded and is difficult to be
determined by judges, which means it might not be applicable in juridical practice. Moreover,
this article not only conflicts with many of the current legal provisions in China, but also
contradicts the purpose of reducing non-performing assets and enhancing Chinese citizens’ legal
awareness and right consciousness. Therefore, it should be rescinded. In fact, the litigation trusts
and debt collection trusts meet the requirements of trust creation, benefit both creditors and
debtors, and have such beneficial effects as reducing litigation. Therefore, litigation trusts and
debt collection trusts in China should be legalized.

Keywords Litigation Trust, Debt Collection Trust, Void Trust, Trust Purpose
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