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Concurrence of Factoring and Pledge of Accounts Receivable

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

Abstract: Factoring and pledge of accounts receivable both serve the financing of receivables and both take the same claim
as their object, yet their legal structures differ fundamentally. Factoring is an assignment by which the transferee acquires the
claim itself, pledge is a security interest under which the pledgee takes priority from the proceeds. The difference is
inconspicuous in isolated application but becomes acute when the same receivable is both assigned and pledged. At the core lies
the nature of registration. Registration of factoring determines priority among multiple assignments under Article 768, while
registration of pledge is a constitutive requirement under Article 445. Both are filed in the same central registry, identical in
appearance but different in effect. This article argues that the two registrations operate on different planes: pledge registration is
constitutive, factoring registration is oppositive. Confusing them leads to misjudgment of priority. Priority should follow a
unified publicity approach: factoring and pledge over the same receivable rank by time of registration, and where neither is
registered, the pledge is not created and the factoring cannot be asserted against third parties. As to discharge, notification
governs: a debtor is discharged by paying the party who first notifies, and the internal ranking does not affect the debtor. In
insolvency, the factor reclaims the claim while the pledgee exercises separate satisfaction, and the two must be handled
separately.

Key words: factoring; pledge of accounts receivable; concurrence; registration against third parties; priority rules
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