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Priority Conflicts between Pledges of Receivables and Factoring

ZHAO Yue
(Anhui Guoyun Law Firm, Hefei 230000, Anhui, China)

Abstract: Pledges of receivables and factoring are two financing techniques secured by receivables. The same receivable
may be subject to both, producing a conflict of rights. Practice is deeply divided: some courts rank by order of registration, some
by order of notice to the debtor, some by order of contract, and some hold the later transaction void. Three causes underlie the
divergence: the legal natures differ, a pledge being a security interest and factoring an assignment of claim, so a common
theoretical basis for priority is lacking; the effect of registration is unclear, since pledges must be registered in the unified
movable property registry while the registration of factoring and its effects are unregulated; and the scope of third parties against
whom registration operates is unsettled. This article argues for a unified first-to-register rule rather than first-to-notify; that
registration operates as publicity against third parties rather than as a constitutive act, so an unregistered pledge cannot defeat a
bona fide factor and vice versa; that third parties include other assignees, pledgees and bankruptcy administrators but not the
account debtor, whose discharge depends on notice rather than registration; and that fictitious receivables, future receivables and
anti-assignment clauses require separate treatment.

Key words: pledge of receivables; factoring; conflict of rights; effect of registration; priority rule
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