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The Ottawa Convention for the Unification of the Rules of
the Contract for the Purchase of Commercial Rights
(Factoring): "*A comparative analytical study"

Abstract

The factoring contract has spread worldwide and it is used in
many countries, which has led to the signing of the Unidroit Convention
on International Factoring in 1988 in Ottawa. This study dealt with the
terms of the factoring contract as it has been regulated in the Ottawa
Convention and other legal systems in terms of the factoring meaning
and its legal effects on the parties. The study also addressed the
applicability of the law to the contract. The study concluded a number
of results related to the definition of the factoring contact and its main
elements, as well as its legal effects on the parties (rights and
obligations). It also concluded that the Ottawa Convention had
implicitly regulated the applicable law to the contract.
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(@ Ottawa agreement, art (1) “For the purposes 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 assign to the factor receivables arising
from contracts of sale of goods made between the supplier and its customers (debtors)
other than those for the sale of goods bought primarily for their personal, family or
household use; (b) the factor is to perform at least two of the following functions: -
finance for the supplier, including loans and advance payments; - maintenance of
accounts (ledgering) relating to the receivables; - collection of receivables; -
protection against default in payment by debtors; (c) notice of the assignment of the
receivables is to be given to debtors".
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(@ Ottawa agreement, art (7): "A factoring contract may validly provide as between the parties
thereto for the transfer, with or without a new act of transfer, of all or any of the
supplier's rights deriving from the contract of sale of goods, including the benefit of
any provision in the contract of sale of goods reserving to the supplier title to the goods
or creating any security interest."
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@ Ottawa agreement, art (9) "1. In a claim by the factor against the debtor for payment of a
receivable arising under a contract of sale of goods the debtor may set up against the
factor all defences arising under that contract of which the debtor could have availed
itself if such claim had been made by the supplier".
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http://www.ecgegypt.net/ar/index.php/about-ecge/ecge-shareholders
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© Daniel Girsherger "Defenses of the Account Debtor in International Factoring”, in the
American Journal of Comparative Law, Vol. 40, No. 2 (1992) 668.
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http://www.egyptfactors.com/page.asp?p=13736&I=6 Accessed on 28-4-2018.
@ Ottawa agreement, art (1\b) “the factor is to perform at least two of the following functions:
- protection against default in payment by debtors".
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2 Ottawa agreement, art (1\b) “the factor is to perform at least two of the following functions:
- finance for the supplier, including loans and advance payments; - maintenance of
accounts (ledgering) relating to the receivables; - collection of receivables..".
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@) Ottawa agreement, art (6): “The assignment of a receivable by the supplier to the factor
shall be effective notwithstanding any agreement between the supplier and the debtor
prohibiting such assignment. 2. However, such assignment shall not be effective
against the debtor when, at the time of conclusion of the contract of sale of goods, it
has its place of business in a Contracting State which has made a declaration under
Article 18 of this Convention. 3. - Nothing in paragraph 1 shall affect any obligation
of good faith owed by the supplier to the debtor or any liability of the supplier to the
debtor in respect of an assignment made in breach of the terms of the contract of sale
of goods".

90 «Lladll §sindl o] i ade ¢ JLiad @)
84 cdj::_t//(uai aie (Jslea (©)
.85 caball aa all @)



e b 91 19 LS9} gL T3 Crbuaty AMlg Ergomdt sy
i (e § pgal ¢ Sl 2022 ¢ Joitt actati ¢(24) ol

) ) s Qs 38T 63 gl gl s ) Auhall e,
el At o) 3 ¢led) Goaall ASke Jib die Alaall Bshall eyl dsnge )
o) Tanse Lgiad Jonay cals ) (goall a8 i1 alil) (ae o
e Age o e dugndd dlds cdaall poay sl e leesay 0sSis
vie gl (i Al Hllad)l daling sl dedl leluass xie 4)lanll Gaall
ol
Dhals 4l Gl el gle e i Al AY) SLEN o
Y ale Jeal€ 4 Lulul aelgall L Alaall Gaaall elyd dhe iy Gua ¢l
OsSas Al Gsaall chd Mo sam (paadl Dlef Gl pll) e )
o ol el Lgllag 3yma Alaill (3gaall ol Auie ) elisl Lojla cpaal
G g Aalolly el (s 2ol Bsal) ol S Aada o 5 slicY) 128
sead) ) ALYl ity Cleha) cllaiy cpad) el of g 8 Adlal) il
(1), a4,
alad (176) &) (ranll anadill (5l (e (39) saldll o @lld s
@hall s aadall L) Gsiall Ul cpaall HUad] osS cadl Je 2018
Al Bgaall JUEuls cpaall ale B Loy aedl )] Galas lgruiay Al Jaslsucall
L) Gsially aaddly Sl (e S @lily aaY) ey of e caadall
Gaanll Al ) ) sk Aad iy IS 1Y) V) 138G UaRY) 6K Yy cdaradall
any L (3 ghny alatie 2Ll hganll JUamils HUasY) 0s<e of Gsmas »cpaall Agal

378 a5 o s e o A0



e b 91 19 LS9} gL T3 Crbuaty AMlg Ergomdt sy
i (e § pgal ¢ Sl 2022 ¢ Joitt actati ¢(24) ol

abal G e oY laiag 138 Bsaad) JU) 05 (JIaY) gaen s - UbaY)
S Bsaall Ol sla

Gl e ail) HUadY) ey o O3 (e (40) 33l 8 an) LS
Gal) Cag ol daly oly (Gatally sligl) g 4t Jsan 38 aile sh madd) §301
Fle o Al cdlannl G Jen B Al Glseally 4 abaadl hladll
slo shin Ol (e (40) 3okl cadiyss (A dafim 2aa3 G Al 5l (pulaa
gyl el e 25l g ally clually ks Jagiu sas £ V) 13 DAY

D) cpaall b 1318 s ol e o G slall e (40) 2kl el LS
Adee alas) Y Sy aadall o ally o 4B cacaddl e Bsiad) Jlal
oy ol 131y« SUadY) b fli e cpe gl DDA @iy acadally 2301 Al
el 2adly BB o el A s llall 13 claginly aaddl)

Eotl) culh Jodl) 13 e o b Alpalls Gl sl s A
(4) saal) cami 251, Joll 138 e cillains (6f cpaall K13 Lo 4 Laagas
Slo g 1" L els Gun HlaaY LGN e bl Al e V) 5ol g
Opaall Al S Al 1) dlatl) Gaaadl ey dnse (M adall aaly paall Gile
(1) :oba) Coaser ALY 2ES ojlad] w35 adll & AT padd gl (a ale
Oe digdty Aplaall 3gaal) o dussge s I el B e cpaall Jaa

AS ) il e Jaadl ol cianal) AS AN ) cpall lvian il dauiad 8 ki a8 i il oSl () s @)
wﬂ\;\)&@}c‘;!;Lﬂ)ﬂﬂuLyﬂuﬂ\}Q\M\&ﬁdp)A\TaJ\.ﬂ\wﬂ\mdﬁ)}humu‘
G sind) ol 58 Fumsya g3 Laa ¢l Halill ) ol gl Aipaal) A8 501 Cadlih ecliall (8 Aignall il
d);.ﬂ\t.l\.ﬂ}wt_\.m?j‘u‘é|amu\}cduaﬂjﬁw\ﬂ)u&j L@.ﬂ:dﬁd@lﬂ\é\@)\;ﬂ\
Muhl«xﬂ;ww@\@mﬂ\u&ﬂ\@wuﬁ\u\ﬂjs@a\)ugj&;y‘ui_\
@b\j)&;&\u&ej\d\‘\..\)hﬂ\d}sﬂ\;\)quAL_J\;B}b)&;Yth\uﬁﬂ)uAM}M‘w\

88 cpll s i Jslen 14l LA (3 Aadl o1 Ana ) Uil g g cpnall e Y S, Ly



e b 91 19 LS9} gL T3 Crbuaty AMlg Ergomdt sy
i (e § pgal ¢ Sl 2022 ¢ Joitt actati ¢(24) ol

G A bl Leilla) &5 ) 3 siad) Al ghaa By 33 o (@) Sl il
s Llla) @3 Al Bgaall () foaand Adba (ye ey (531 5l ) (e ey
Capeas .2 o4l ol latlY) aoai iy 3 25 (o2 alud) o S g 2580 (455
G Al Gaiall ehd dunge ) o) 4 ady AT Cuw gl oo k)
("8 L) 5528l Uy 25 La 13 sl 136 1380 adal) ()6 A ggunal) (pa (ol

o gk @l A s aay) ol il ABLul sl b e Les
38 o LS L UaaY) L o Aime Alis ol Ayl 2aa3 oly il alill ile
Goinll ehd Aunsie A sliglh aile cpad) o o Auelill salall 8 s )5l
G5 o cilasdly ¢l slagl) Al sle o (K Al olad) o3 13 ¢alanl)
Gl ey duias leiady (ol (gl Asiiall Gsinl) gy ofy Lgia HUady)
B le) lasl) Camy A 2Ll

Ay e fn o) O el 3sas glaa Gl el Gile Lo ad WS
alal (176) a8y aradill 58 (o (43) salal) ot Cum (ol Blaaind) alls
sie lafill cpadl sligh lalia 2l 03K o e B! jsad a4l e 2018
G Fai sl Alladl e Ysiua a3l 06 (Il paen By el Jal Jsla

@ Ottawa agreement, art (1\4): “For the purposes of this Convention: (a) a notice in writing
need not be signed but must identify the person by whom or in whose name it is given;
(b) "notice in writing" includes, but is not limited to, telegrams, telex and any other
telecommunication capable of being reproduced in tangible form; (c) a notice in
writing is given when it is received by the addressee™.
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@) Ottawa agreement art (10): ”Without prejudice to the debtor's rights under Article 9, non-
performance or defective or late performance of the contract of sale of goods shall not
by itself entitle the debtor to recover a sum paid by the debtor to the factor if the debtor
has a right to recover that sum from the supplier. 2. - The debtor who has such a right
to recover from the supplier a sum paid to the factor in respect of a receivable shall
nevertheless be entitled to recover that sum from the factor to the extent that: (a) the
factor has not discharged an obligation to make payment to the supplier in respect of
that receivable; or (b) the factor made such payment at a time when it knew of the
supplier's non-performance or defective or late performance as regards the goods to
which the debtor's payment relates".
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(@ Ottawa agreement, art (2\1): “This Convention applies whenever the receivables assigned
pursuant to a factoring contract arise from a contract of sale of goods between a
supplier and a debtor whose places of business are in different States and: (a) those
States and the State in which the factor has its place of business are Contracting States;
or (b) both the contract of sale of goods and the factoring contract are governed by the
law of a Contracting State".
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2 Ottawa agreement, art (2\2): “A reference in this Convention to a party's place of business
shall, if it has more than one place of business, mean the place of business which has
the closest relationship to the relevant contract and its performance, having regard to
the circumstances known to or contemplated by the parties at any time before or at the
conclusion of that contract".
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(® Ottawa agreement, art (3\2)”Where the application of this Convention is excluded in

accordance with the previous paragraph, such exclusion may be made only as regards

the Convention as a whole".
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