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Abstract

This study addressed the effects of factoring contract and the legal
adaptation, and it dealt with the old theories and the ones that are being recently
traded as a legal adaptation of the contract. It also dealt with the similarities and the
differences between these theories and the factoring contract, and the reason for
going towards modern theories on which is based on for contract adaptation. In
addition to that, it dealt with the banking operations taken by the banks in Palestine
which approaches in some of its provisions to the factoring contracts, and it
explained what distinguishes the factoring contract from these operations.

The study reached a number of results. The most important of which is that
the factoring contract is a bilateral contract whereas the factoring process itself is a
multilateral process. A factoring contract has general, fundamental terms, including
formal and objective. A factoring contract passes through three stages. This type of
contracts also holds many advantages for the merchant, the seller of the debt, and
factoring enterprise, and its importance on the level of national economy. In terms of
the legal effects of this contract, it consequently imposes rights and obligations on
both parties, the debt seller and the factoring enterprise.

It was clear through this study that a factoring contract is a complex one that holds
within legal provisions of other contract such as commercial agency, loan...etc. And

the factoring contact cannot be judged to be in one without the other, instead it



shares several similarities and differences with these contracts. This led jurists and
legal systems to go for modem theories which differed with the difference of systems
and regulations that was addressed by the study.

The study also reached a conclusion that although, there is a law in Palestine
(No 9 of 2010) regulates the banking works which includes in article 13 (e) the work
of factoring, there are no implementations of the factoring contact in Palestine, or
even any awareness of it by the financial institutions, or the institutions supervising
banking and non-banking sectors, and there are no cases as an application of this
contract. But there are some banking operations that are close to some provisions of
the factoring contract.

The study recommended the enactment of instructions from Palestine Monetary
Authority (PMA) to issuing instructions from the Monetary Authority in implementation
of the provisions of Article (13) of the Banking Law, which allows banks to practice
the activity of buying commercial rights, and regulate the provisions of the factoring
contract, regulates all aspects of the contract and defines the Capital Market
Authority as responsible for supervision and control of this sector as a non-bank
financing activity. Also the definition of the contract, its parties, the legal basis for
the transfer of the rights, conditions to be met by the factoring enterprise, the debt
seller and the debtor, the terms of the basic rights and obligations of the parties, the
terms of granting the license to the factoring enterprise and documents that must be

submitted to proceed the factoring process. The study also recommended that in



order to overcome the idea of financial risks and difficulties, the factoring enterprise
should be a joint stock company, and that the law should provide for financial
efficiency, and to stipulate that the banks and financial institutions in Palestine should

participate in the capital of the factoring company.
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" For the pumoses of this Convention, "factoring contract' means a contract concluded between one
party (the supplier) and another party (the factor) pursuant to which: (a) the supplier may or will
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debtors; (c) notice of the assignment of the receivables is to be given to debtors."
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"Any absolute assignment by writing under the hand of the assignment (not purporting to be by way of

charge only) of any debt or other legal thing in action, of which express notice in writing has been

given to the debtor, trustee Or other person from whom the assignor would have been entitled to

claim such debt or thing in action, is effective in law (subject to equity having priority over the right of
the assignee) to pass and transfer from the date of such notice."
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against the supplier in whose favour the receivable arose and available to the debtor at the time a

notice in writing of assignment conforming to Article §(1) was given to the debtor."
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