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Abstract

Invoicing is a method of financing in which a seller transfers his receivables to a
third party to handle, receive, or to give discount.

In full agency, almost all receivable accounts from the sale of goods and services
are purchased by the agent under normal circumstances, and the customer (export-
er) is provided with a quick access to cash, which the agent agrees to receive or
receives the interest of financing, and the settlement between the agent and the cus-
tomer is considered from the date of the agency contract or when the deal is done
with a proper percentage discount, on the due date or when the agent succeeds to
Collect all funds from buyers of goods and customer service.

Full agency is similar to some jurisprudential and legal institutions In this post
using the library method white contract of reward, factorage and brokerage Com-
parisons and conditions in each institution are fully expressed And finally, the full
agency is similar to all the institutions mentioned But due to some differences, it
can only be applied to a debt purchase contract.
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Extended Abstract:

1. Introduction

Factoring, is a long-standing method of financial provision, with some at-
tributing its origins to ancient Babylonians, though its modern form emerged
in the late 19th and early 20th centuries, originating in England. In essence,
it involves a seller transferring their receivables to a third-party institution
(the factor) for administration, collection, or discounting. Full factoring is
a specific type of factoring where the factor purchases virtually all accounts
receivable from the sale of goods under normal conditions, providing the
seller (exporter) with rapid access to cash. The factor profits either through
an agreed commission or by charging interest on the financing provided.
Settlement between the factor and the seller can occur at the contract date
with an appropriate discount, at the maturity date, or upon the factor's suc-
cessful collection of all funds from the buyers. Given its increasing adoption,
particularly by banks, and the absence of specific codified law in Iran, it is
crucial to clarify its legal framework by comparing it with similar existing
institutions.

2. Research Methodology

This research utilizes a bibliographic method, drawing upon the opinions
of jurists and legal scholars. The study's objective is to compare full factoring
with various legal and jurisprudential institutions, including debt purchase),
o—dg = (Ju'ala), (commission agency), and (brokerage), to determine its most
suitable legal classification. The analysis also extends to examining the na-
ture of full factoring as a specified, unspecified, or composite contract.

3. Research Findings

The study concludes that while full factoring shares some resemblances
with other institutions, it primarily aligns with specific forms of debt pur-
chase and is best understood as a composite contract.

* Comparison with Debt Purchase: Full factoring exhibits significant
alignment with debt purchase. Key similarities include the involvement of a
third party (the factor), the transfer of a deferred debt from the debtor, and the
purchase of this debt by the factor at less than its face value. Conditions for
valid debt purchase—such as the debt being kulli fi al-dhimma (generic in
the liability), deferred, and without recourse (primary non-recourse against
the seller)—are also present in full factoring.
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o If settlement occurs at the contract date with a discount, full factor-
ing closely matches the sale of deferred debt for immediate payment by a
non-debtor.

o If settlement occurs at the maturity date or upon the factor's collection
of funds, it aligns with the sale of immediate debt for immediate payment, as
the debt becomes immediate after maturity.

» Comparison with Ju'ala: Despite both being binding contracts, full fac-
toring does not fully align with Ju'ala. In full factoring, there is no "wage"
involved, as the factor purchases the receivables outright. Furthermore, the
factor performs actions for their own benefit (collecting their own purchased
receivables), unlike a Ja'il (principal) in Ju'ala who seeks an action from an
Amil (agent).

» Comparison with Commission Agency: Significant differences preclude
a full alignment. In commission agency, the agent acts on behalf of and at
the instruction of the principal, whose interests they must uphold, and their
possession is fiduciary. Conversely, in full factoring, once the factor purchas-
es the receivables, they are not obligated to follow the seller's instructions
or consider their interests; the factor acts in their own name and for their
own account, and their possession is ownership-. The subject of commission
agency is typically the purchase and sale of goods, whereas in factoring, it is
the purchase of debt.

» Comparison with Brokerage: Full factoring does not align with bro-
kerage due to fundamental differences. Brokerage is generally a revocable
contract, unlike factoring which is binding. A broker's primary role is to find
a counterparty for a transaction, whereas a factor directly becomes a party
to the transaction by purchasing the receivables. The factor also has no on-
going responsibility to protect the seller's interests or maintain trust after the
purchase, and their possession is ownership-based, unlike a broker's fiduci-
ary possession. Moreover, the factor does not receive a "brokerage fee" but
rather profits through discounting or interest.

* Nature as a Composite Contract: The research determines that full fac-
toring is a composite contract. While the primary element is financial provi-
sion through debt purchase, it also includes other services like accounting,
consulting, and fund collection. These ancillary services can either be con-
sidered as separate contracts (e.g., agency or personal lease) combined to
form a composite contract, or as stipulations within the main debt purchase
agreement. The crucial element remains the financial provision, with other
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services supporting this primary goal.

4. Conclusion

This study unequivocally establishes that full factoring closely aligns
with debt purchase, specifically differentiating between the sale of deferred
debt for immediate payment (when discounted at contract date) and the sale
of immediate debt for immediate payment (when settled at maturity or upon
collection). Due to fundamental differences in nature, purpose, and the roles
of the parties, full factoring does not fully match Ju'ala, commission agen-
cy, or brokerage. Ultimately, full factoring is characterized as a composite
contract, combining the primary act of debt sale with auxiliary services such
as accounting, consulting, and collection, which can be integrated as either
distinct agreements or conditions within the main contract.
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