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The Effect of Notice of Accounts Receivable Assignment against

Third Parties in Factoring

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

Abstract: Factoring centres on the assignment of accounts receivable. The assignment takes effect between assignor and
factor without the debtor's consent, but must be notified to the debtor before it binds the debtor. This is the rule of Article 546 of
the Civil Code. It addresses effect against the debtor, but leaves effect against third parties unclear. Where the same receivable is
assigned several times, pledged or sealed, which claimant prevails depends on notice or registration, and the law is silent. Article
768 establishes a hierarchy: registered over unregistered; among registered, the earlier registration; among unregistered, the
factor named in the notice first reaching the debtor; if neither registered nor notified, distribution in proportion to financing.
Doubts remain as to who may give notice, in what form, at what time, and how conflicts between registration and notice are
resolved. This article argues that the effect of notice protects the debtor's interest in knowledge rather than serving as publicity of
a real right; registration is the true publicity for third-party effect. In multiple assignments, registration should be the primary
criterion, notice supplementary, and proportional distribution a last resort.

Key words: factoring; assignment of receivables; notice; registration opposability; multiple assignment
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