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The scope of application of priority rules for multiple factoring under functionalism

Xuefei Mu

College of Humanities and Law, Shandong University of Science and Technology, Qingdao, Shandong

[ Abstract] China's Civil Code has established a functionalist approach in the field of security interests. Based on
the functionalist approach to security interests, any assignment of accounts receivable that serves a financing function also
functions as security. In non-recourse factoring, the consideration paid by the factor for the accounts receivable constitutes
the financing amount. Therefore, Article 768 of the Civil Code applies to non-recourse factoring. The application of Article
768 of the Civil Code is limited to the concept of factoring under the “either-or” theory. Article 768 does not apply to
multiple assignments of non-factored accounts receivable; it applies only to situations where non-factored accounts
receivable assignments for financing purposes coexist with pledges or factoring.
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